NEW JERSEY SCHOOLS INSURANCE GROUP

REPORT ON AUDIT OF FINANCIAL STATEMENTS

FOR THE FISCAL YEARS ENDED

JUNE 30, 2019 AND 2018

BOWMAN & COMPANY tiip

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS




NEW JERSEY SCHOOLS INSURANCE GROUP

TABLE OF CONTENTS
Page No.
Independent Auditor’s Report 1
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 4
Management’s Discussion and Analysis - Unaudited 6
Financial Statements
Exhibit A-1 Comparative Statements of Net Position 10
Exhibit A-2 Comparative Statements of Revenues, Expenses and Changes in Net Position 11
Exhibit A-3 Comparative Statements of Cash Flows 12
Notes to Financial Statements 13
Required Supplementary Information
Schedule 1 Reconciliation of Claims Liabilities by Fund 40
Schedule 2 Ten-Year Claims Development Information 41
Schedule 3 Schedule of Group’s Proportionate Share of the Net Pension Liability 42
Schedule 4 Schedule of Group’s Contributions to Retirement System 43
Schedule 5 Schedule of Changes in Group’s Total
OPEB Liability and Related Ratios 44
Notes to Required Supplementary Information 45
Supplementary Information
Schedule A Historical Balance Sheet--Statutory Basis 47
Schedule B Statement of Historical Operating Results Analysis--
Statutory Basis 48
Notes to Supplementary Information 49
Schedule C Statements of Fund Year Operating Results Analysis--
Statutory Basis 50
Schedule D Statements of Fund Year Account Operating Results
Analysis--Statutory Basis 54
Schedule E Statements of Fund Year Claims Analysis--Statutory Basis 90
Schedule F Statements of Fund Year Expense Analysis--Statutory Basis 126
Schedule G Schedule of Cash and Cash Equivalents and Investments 130
Schedule H Schedule of Accrued Expenses--Statutory Basis 131
Schedule of Finding and Recommendations
Schedule of Findings and Recommendations 133
Schedule of Financial Statement Findings 133
Summary Schedule of Prior Year Audit Finding as Prepared by Management 133

Appreciation 133



BOWMAN & COMPANY Lrip

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

The Chairperson and Members

of the Board of Trustees
New Jersey Schools Insurance Group
Mount Laurel, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the New Jersey Schools Insurance Group (the
“Group”) 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 Group’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
audit 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 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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The Chairperson and Members
of the Board of Trustees
New Jersey Schools Insurance Group

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Group as of June 30, 2019 and 2018 and the changes in its financial position and its cash
flows for the fiscal year 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, schedule of the Group’s proportionate share of the net pension liability, schedule of the
Group's contributions to the retirement system and changes in Group's Total OPEB liability and related ratios as
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 New Jersey Schools Insurance Group’s basic financial statements. The accompanying
supplementary schedules as listed in the table of contents are not a required part of the basic financial statements
and are presented for purposes of additional analysis. The accompanying supplementary schedules listed in the
table of contents are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the accompanying supplementary information is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.



The Chairperson and Members
of the Board of Trustees
New Jersey Schools Insurance Group

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 18, 2019 on
our consideration of the Group’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Group's internal control over financial reporting and compliance.

Respectfully Submitted,

Bowman & Company LLP
Certified Public Accountants
& Consultants

Voorhees, New Jersey
November 18, 2019
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

The Chairperson and Members

of the Board of Trustees
New Jersey Schools Insurance Group
Mount Laurel, New Jersey

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 New Jersey Schools Insurance Group
(the “Group™), as of June 30, 2019 and for the fiscal year then ended, and the related notes to the financial
statements, which collective comprise the Group’s basic financial statements, and have issued our report thereon
dated November 18, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Group’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 Group’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Group’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 Group’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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The Chairperson and Members
of the Board of Trustees
New Jersey Schools Insurance Group

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Group’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards, and audit requirements as prescribed by the Department of Banking and Insurance and the Division of
Local Government Services, Department of Community Affairs, State of New Jersey.

Purpose of this Report

The purpose of this report is 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,

o /6’7 LLP

Bowman & Company LLP
Certified Public Accountants
& Consultants

Voorhees, New Jersey
November 18, 2019



New Jersey Schools Insurance Group
Management’s Discussion and Analysis - Unaudited

This section of the annual financial report of the New Jersey Schools Insurance Group (the “Group™) presents a
discussion and analysis of the financial performance of the Group 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 Group’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 Group is to provide property and casualty insurance coverage for school districts that are members
of the Group. The Group 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 Group’s assets,
deferred outflows, liabilities, deferred inflows, reserves, and net position. Net position represents the amount of
total assets and deferred outflows less total liabilities, reserves and deferred inflows.

Comparative Statements of Revenues, Expenses, and Changes in Net Position — This statement reflects the
Group’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 capital and related 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.



New Jersey Schools Insurance Group

Management’s Discussion and Analysis - Unaudited

Financial Highlights

The following tables summarize the net position and results of operations for the Group as of and for the fiscal
years ended June 30, 2019, 2018 and 2017.

Statement of Net Position

Assets
Cash And Cash Equivalents
Investments
Capital Assets
Other Assets

Total Assets

Deferred Outflows
of Resources

Current Liabilities
Loss Reserves
Other Liabilities

Total Current Liabilities

Long-Term Liabilities
Safety Grant Payable
Retirement Benefits
Net Pensions Liabilities

Total Long-Term Liabilities

Total Liabilities
And Reserves

Deferred Inflows
of Resources

Net Position
Invested in Capital Assets
Unrestricted

Net Position - Unrestricted

2018 to 2019 Change

6/30/2019 6/30/2018 6/30/2017 Amount Percentage
$169,732.210 $158,384,192  $325,631,556 S 11,348,018 7.16%
184,653,311 180,435,386 4,217,925 2.34%
535,526 662,110 774,210 (126,584) -19.12%
4,931,501 2,855,368 2,367,096 2,076,133 72.71%
359,852,548 342,337,056 328,772,862 17,515,492 5.12%
6,023,951 6,616,774 7,185,341 (592,823) -8.96%
208,977,000 216,538,000 218,935,000 (7,561,000) -3.49%
12,013,740 10,603,354 7,662,278 1,410,386 13.30%
220,990,740 227,141,354 226,597,278 (6,150,614) 2.71%
13,485,278 15,985,278 8,500,000 (2,500,000) -15.64%
2,199,850 1,966,607 1,363,343 233,243 11.86%
15,969,473 17,643,695 20,713,990 (1,674,222) -9.49%
31,654,601 35,595,580 30,577,333 (3,940,979) -11.07%
252,645,341 262,736,934 257,174,611 (10,091,593) -3.84%
5,406,562 3,636,041 120,962 1,770,521 48.69%
535,526 662,110 774,210 (126,584) -19.12%
107,289,070 81,918,745 77,888,420 25,370,325 30.97%
$107,824,596 § 82,580,855 § 78,662,630 S 25243741 30.57%




New Jersey Schools Insurance Group
Management’s Discussion and Analysis - Unaudited

Statement of Revenues, Expenses, and Changes in Net Position

2018 to 2019 Change

6/30/2019 6/30/2018 6/30/2017 Amount Percentage
Operating Revenue
Regular Contributions
& Other Income $132,146,959  §$129,340,074  $130,479,173 S 2,806,885 2.17%
Operating Expenses
Provision For Claims And
Claims Adj Recoveries 51,009,732 55,801,707 52,283,259 (4,791,975) -8.59%
Reinsurance Premiums 34,027,780 32,574,759 32,280,231 1,453,021 4.46%
Salaries and Fringe Benefits 9,463,928 9,978,144 9,995,917 (514,216) -5.15%
Agent Commissions 14,581,903 14,654,810 14,826,534 (72,907) -0.50%
Safety Grant Expense 2,000,000 11,485,279 8,500,000 (9,485,279)  -82.59%
Professional Services 2,799,197 2,437,015 2,725,595 362,182 14.86%
Other 662,449 1,810,638 390,952 (1,148,189)  -63.41%
Depreciation 504,819 597,722 369,039 (92,903)  -15.54%
Total Operating Expenses 115,049,808 129,340,074 121,371,527 (14,290,266) -11.05%
Operating Income 17,097,151 - 9,107,646 17,097,151
Investment Income 8,146,590 3,918,225 1,332,620 4,228,365 107.92%
Change In Net Position $ 25243741 $ 3,918,225 $ 10,440,266 $ 21,325,516  544.26%

Financial Highlights Continued

The Group’s total assets increased by 5.12% and total liabilities decreased by 11.07%. Included in total liabilities,
claim loss reserves decreased by 3.49%.

Assessments and other income increased by 2.17%. Operating income was up $17,097,151 primarily due to a
decrease in the safety grant from $11,485,279 at 6/30/18 to $2,000.000 at 6/30/19.

Investment income for the fiscal year ended June 30, 2019 increased by $4,228,365 from the prior year due to
favorable interest rates in a laddered portfolio of United States Treasury notes and US Treasury bills.

Net Position increased by $25,243,741.



New Jersey Schools Insurance Group
Management’s Discussion and Analysis - Unaudited

Economic Conditions

The Group continues to be subject to inflationary trends in insurance and claim costs. The Group will continue to
monitor its claims and work with its member via the safety program to minimize the number and severity of
claims.

Contacting the Fund's Management

This financial report is designed to provide the New Jersey Schools Insurance Group’s members and the
Department of Banking and Insurance of the State of New Jersey with a general overview of the Group’s finances
and to demonstrate the Group’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’s Office at 6000 Midlantic Drive,
Mount Laurel, New Jersey 08054.



NEW JERSEY SCHOOLS INSURANCE GROUP

COMPARATIVE STATEMENTS OF NET POSITION

AS OF JUNE 30, 2019 AND 2018

ASSETS

Current Assets:
Cash and Cash Equivalents
Investments
Assessment Receivable, Net
Accrued Interest and Dividends
Reinsurance Receivable
Prepaid Expenses and Other Assets

Total Current Assets
Capital Assets
Total Assets

DEFERED QUTFLOWS OF RESOURCES
Related to Pension

LIABILITIES AND RESERVES

Current Liabilities:
Unearned Assessments
Accounts Payable and Accrued Expenses
Safety Grant Payable

Total Current Liabilities

Claims Reserves:
Case Reserves
IBNR Reserves

Total Claims Reserves

Long-Term Liabilities
Safety Grant Payable
Other Post Employment Benefits
Net Pensions Liabilities

Total Long-Term Liabilities

Total Liabilities and Reserves

DEFERED INFLOWS OF RESOURCES
Related to Pension and OPEB

NET POSITION
Investment in Capital Assets
Unrestricted

Total Net Position

N
o
-
©

$ 169,732,210

Exhibit A-1

N
o
—
Co

$ 158,384,192

184,653,311 180,435,386
1,875,790 1,618,637
792,833 565,988
1,737,913 271,276
524,965 399,467
359,317,022 341,674,946
535,526 662,110
359,852,548 342,337,056
6,023,951 6,616,774
362,348 357,483
6,843,112 5,798,777
4,808,280 4,447,094
12,013,740 10,603,354
116,567,000 120,466,000
92,410,000 96,072,000
208,977,000 216,538,000
13,485,278 15,985,278
2,199,850 1,966,607
15,969,473 17,643,695
31,654,601 35,595,580
252,645,341 262,736,934
5,406,562 3,636,041
535,526 662,110
107,289,070 81,918,745
$ 107,824,596 $ 82,580,855

The Accompanying Notes to Financial Statements are an Integral Part of this Statement



NEW JERSEY SCHOOLS INSURANCE GROUP

Exhibit A-2

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE FISCAL YEARS ENDED JUNE 30, 2019 AND 2018

Operating Revenue:
Assessments from Participating Members
Claims Servicing Revenue
Other Income

Total Operating Revenue

Operating Expenses:
Provision for Claims and Claims Adjustment Expense
Reinsurance Premiums
Salaries and Fringe Benefits
Agent Commissions
Safety Grant Expense
Management Fees
Office Expenses
Consulting and Professional Fees
Travel and Meeting Expense
Other
Depreciation

Total Operating Expenses
Operating Income

Non-Operating Revenue:
Investment Income

Change In Net Position
Net Position, Beginning

Net Position, Ending

019

$ 132,125,180

201

$ 129,326,634

6,932 7,510
14,847 5,930
132,146,959 129,340,074
51,009,732 55,801,707
34,027,780 32,574,759
9,463,928 9,978,144
14,581,903 14,654,810
2,000,000 11,485,279
675,000 675,000
1,216,767 1,124,528
778,725 510,357
128,705 127,130
662,449 1,810,638
504,819 597,722
115,049,808 129,340,074
17,097,151 -
8,146,590 3,918,225
25,243,741 3,918,225
82,580,855 78,662,630
$ 107,824,596 $ 82,580,855

The Accompanying Notes to Financial Statements are an Integral Part of this Statement
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NEW JERSEY SCHOOLS INSURANCE GROUP
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR THE FISCAL YEARS ENDED JUNE 30, 2019 AND 2018

Exhibit A-3

019 2018
Cash Flows From Operating Activities:

Assessments Received $ 131,872,892 $ 129,114,032

Reinsurance Premiums Paid (34,027,780) (32,574,759)

Claims Paid (60,037,369) (57,970,712)

Operating Expenses Paid (18,763,526) (27,384,343)

Salaries and Fringe Benefits (11,041,563) (876,251)

Other Income Received 21,779 13,440
Net Cash Flows Provided By Operating Activities 8,024,433 10,321,407
Cash Flows From Investing Activities:

Proceeds from the Sales and Maturities of Investment Securities 261,834,541 261,834,541

Purchase of Investments (264,952,827) (442,130,520)

Investment Income 6,820,106 3,212,830
Net Cash Provided By (Used In) Investing Activities 3,701,820 (177,083,149)
Cash Flows From Capital and Related Financing Activities:

Purchase of Capital Assets (378,235) (485,622)
Net Increase (Decrease) in Cash and Cash Equivalents 11,348,018 (167,247,364)
Cash and Cash Equivalents - Beginning 158,384,192 325,631,556
Cash and Cash Equivalents - Ending $ 169,732,210 $ 158,384,192
Reconciliation of Operating Income to Net Cash

Provided By Operating Activities:

Operating Income $ 17,097,151 $ -
Adjustments to Reconcile Operating Income to Net Cash
Provided By Operating Activities:
Depreciation 504,819 597,722
Changes in Assets and Liabilities:
(Increase)/Decrease in Assets
Assessment Receivable (257,153) (151,424)
Reinsurance Receivable (1,466,637) 227,995
Prepaid Expenses and Other Assets (125,498) 1,145
Net Changes in Deferred Outflows 592,823 568,567
Increase/(Decrease) in Liabilities
Accounts Payable and Accrued Expenses 1,044,335 1,976,000
Safety Grant Payable 361,186 1,026,254
Change in Loss Reserves (7,561,000) (2,397,000)
Unearned Assessments 4 865 (61,178)
Net Pension Liability (3,940,979) 5,018,247
Net Changes in Deferred Inflows 1,770,521 3,515,079
Net Cash Flows Provided By Operating Activities $ 8,024,433 $ 10,321,407

The Accompanying Notes to Financial Statements are an Integral Part of this Statement
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Note 1:

NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND DESCRIPTION OF THE GROUP

The New Jersey Schools Insurance Group (the “Group”) was formed on October 3, 1983, in accordance
with the New Jersey Statutes (NJSA 18A:18b-1 et seq). The bylaws of the Group, as supplemented by the
Risk Management Plan, set forth the various procedures, which are to be followed in the organization,
administration and operation of the Group. During the fiscal year ended June 30, 2014, the Bylaws were
amended changing the name from New Jersey School Boards Association Insurance Group to New Jersey
Schools Insurance Group.

Membership in the Group is open to all qualified New Jersey school districts and/or educational
institutions as determined by the Group’s Trustees. The Boards may apply for membership by resolution of
their respective Boards of Education/Trustees. All applicants to the Group must also include a letter
certifying that the school district has never defaulted on a claim, and has not been canceled for non-
payment of insurance premiums for a period of at least two (2) years prior to the date of application. This
certification must also be included in the Members Resolution of Participation. The Trustees may approve
qualified applicants by majority vote.

The Group provides coverage for workers” compensation, general and automobile liability, auto physical
damage, property, errors and omissions, and crime. The Group uses reinsurance agreements to reduce its
exposure to large losses on the types of coverages.

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

A summary of the risk amounts by the Group, by line of coverage are as follows:

Line of Coverage Retention

Workers’ compensation $1,000,000 per occurrence for fund years 2004 to 2019,
$350,000 per occurrence for fund years 1992 to 2002, and
$500,000 per occurrence for fund years 1986 to 1991 and
2003. For periods prior to 1987, annual aggregate retention
based on minimum varying percentages of standard earning
premium.

General liability and automobile liability $500,000 per occurrence for fund years 2003 to 2019,
$100,000 per occurrence for fund years 1999 to 2002,
$250,000 per occurrence for fund years 1988 to 1998, and
$200,000 per occurrence for periods prior to fund year
1988.

Property $1,000,000 per occurrence for fund years 2002 to 2019,
$150,000 per occurrence for fund year 1989 to 2001, and
$250,000 per occurrence for period prior to fund year 1989.
Crime $100,000 per occurrence.

In addition, there are aggregate retentions applicable to losses in excess of the per occurrence retentions.
For fund years 1994 to 1998, the aggregate retention is $250,000 for general and automobile liability
losses and $350,000 for workers’ compensation losses. For fund years 1999 to 2002, the aggregate
retention is $100,000 for general and automobile liability and $350,000 workers’ compensation losses.

13



Note 1:

Note 2:

NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND DESCRIPTION OF THE GROUP (CONT’D)

For fund years 2003 to 2008, the aggregate retention is $500,000 for general and automobile liability and
workers’ compensation losses. For fund years 2003 to 2008, there was an addition one time, inner
aggregate retention of $500,000, excess of the $500,000 retention for general and automobile liability.

The Group also writes policies covering umbrella liability, equipment breakdown, cyber liability,
supplemental indemnity, environmental, and crisis management. All of which are ceded 100% to
reinsurance. The errors and omissions prior to 2004, and 2008 to 2019, was ceded 100% to reinsurance.
During 2004 to 2008, the Group had a $1,000,000 retention.

During the fiscal years ended June 30, 2019 and 2018, there were 377 and 387 New Jersey School
Districts, respectively, that were members of the Group.

The Group also provides claims processing services for several New Jersey School Districts. The Group
does not retain any risk for these school districts. The Group had revenue from these services of $6,932
and $7,510 during the fiscal years ended June 30, 2019 and 2018, respectively.

Brokerage of policies is administered by Willis Re Pooling under contract with the Group. The Group
administers the billings to members.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Component Unit

In evaluating how to define the Group 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, 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 primary entity'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 and / or its citizens.

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.
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Note 2:

NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Component Unit (Cont’d)

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

Basis of Presentation

The financial statements of the Group 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.

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 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.
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Note 2:

NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Cash, Cash Equivalents and Investments

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 Group 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.

Investments

The Group 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 Group 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 are allocated every month based upon each line
of coverage share of opening cash and investment balances.

Annual Assessments

By May 15th of each year, the gross claim Group assessment is determined by the actuary and when
combined with the expense and premium projections, constitutes the Group’s budget. Assessments for
participating School Districts are determined by the underwriting criteria establish by the Executive
Committee. Assessments are recognized over the course of the year for which coverage is being provided.
The annual assessment shall be paid to the Group in one (1) installment, except for Workers’
Compensation, where members may request up to a maximum of twelve (12) monthly
installments. Installment billings must be paid not later than sixty (60) days after billing.

Supplemental Assessments

If the Group is unable to pay indemnification obligations and expenses from a fund administered by it, the
Trustees shall by majority vote levy upon the member school districts” additional assessments wherever
needed or so ordered by the Trustees or the Commissioner of Banking and Insurance to supplement the
Group’s claim, loss retention or administrative accounts to assure the payment of the Group’s obligations.
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NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

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

Assessments Earned

Assessments earned are recognized on a daily pro rata basis over the term of the policy assessments
applicable to the unexpired terms of the policies in force are reported as a liability and classified as
unearned assessment at the balance sheet date.

Assessments Receivable

Assessments receivable are unsecured, and non-interest bearing and are recorded when invoices are issued.
The recording of invoices has nothing to do with financial statement presentation. Payments of
assessments receivable are allocated to specific invoices identified on the members’ invoice or if
unspecified, they are applied “on account” to the member until identification is received from the member.
Assessments receivable are written off when they are determined to be uncollectible.

Prepaid Expenses

Prepaid expenses recorded on the financial statements represent payments made to vendors for services
that will benefit periods beyond the applicable fiscal year end.

Capital Assets

Capital Assets primarily consist of office furniture and equipment. Additions are recorded at cost and
depreciation is provided on the straight-line method over the estimated useful lives of the respective assets,
which range from 3 to 5 years. Maintenance and repairs are charges to expense as incurred.

Deferred Outflows of Resources

The Group reports decreases in net position that relate to future periods as deferred outflows of resources
in a separate section of its comparative statements of net position. The only deferred outflows of resources
reported in this fiscal year's financial statements are a deferred outflow of resources for contributions made
to the Group’s defined benefit pension plan between the measurement date of the net pension liability from
the plan and the end of the Group’s fiscal year.

Deferred Inflows of Resources

The Group’s comparative statements of net position report a separate section for deferred intflows of
resources. This separate financial statement element reflects an increase in net position that applies to a
future period(s). Deferred inflows of resources are reported in the Group’s comparative statements of net
position for a deferred amount for actual pension plan investment earnings in excess of the expected
amounts included in determining pension expense. This deferred inflow of resources is attributed to
pension expense over a total of five (5) years, including the current fiscal year.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
Public Employees' Retirement System (“PERS”) and additions to/deductions from PERS’s fiduciary net
position have been determined on the same basis as they are reported by the plan. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Pension plan investments are reported at fair value.
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NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

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

Unpaid Claims Liabilities

The Group 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 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.

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 claims adjuster.

B.  Claims Incurred But Not Reported (IBNR) Reserve
In order to recognize claims incurred but not reported, a reserve is calculated by the Group's actuary.

Case and IBNR Reserves represent the estimated liability on expected future development on claims
already reported to the Group 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
Group 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.

Reinsurance

Specific Excess Insurance - The Group records each claim at the estimated ultimate cost of settlement even
if the costs should exceed the Group's specific claim self-insured retention level. Although the excess
carrier is liable to the Group for the amounts insured, the Group 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 Group. Failure
of the excess carrier to honor its obligations could result in losses to the Group.
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Note 2:

NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

Unpaid Claims Liabilities (Cont’d)

Reinsurance (Cont’d)

Losses ceded to excess carriers for the fiscal years ended June 30, 2019 and 2018 amounted to $4,328,526
and $1,067,080 respectively.

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

Inter-trust fund transfers may be conducted by the Group at any time. Inter-trust fund 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 Group 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.

Inter-year fund transfers require prior approval of the Department of Banking and Insurance. The Group
may seek approval from the Commissioner to make inter-year fund 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
inter-year fund 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.JJ.A.C. 11:15-4.21.

The membership for each fiscal year involving inter-year transfers must be identical between fiscal years.
The Commissioner of the Department of Banking and Insurance shall waive the identical membership
requirement provided the Group 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.

Income Taxes

The Group is exempt from income taxes under Section 115 of the Internal Revenue Code.
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Note 2:

Note 3:

NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

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 Local Governments”, the
Trustees have 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 Trustees.

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 investments in
government securities

Operating expenses include expenses associated with the fund operations, including claims expense,
isurance 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.

Impact of Recently Issued Accounting Policies

Recently Issued Accounting Pronouncements

GASB Statement No. 87, Leases. The objective of this Statement is to better meet the information needs of
financial statement users by improving accounting and financial reporting for leases by governments. This
Statement increases the usefulness of governments' financial statements by requiring recognition of certain
lease assets and liabilities for leases that previously were classified as operating leases and recognized as
inflows of resources or outflows of resources based on the payment provisions of the contract. The
Statement will become effective for the Group in the year ending June 30, 2021. Management has not yet
determined the impact of this Statement on the financial statements.

CASH AND CASH EQUIVALENTS

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of a bank failure, the Group’s deposits might not be
recovered. Although the Group 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 Group 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 Group relative to the happening of a future condition. If the
Group had any such funds, they would be shown as Uninsured and Uncollateralized.
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Note 3:

Note 4:

NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS (CONT’D)

Custodial Credit Risk (Cont’d)

Of the Group’s bank balance of $171,226,440 as of June 30, 2019, $250,000 was insured while
$170,976,440 was collateralized under GUDPA.

Of the Group’s bank balance of $160,880,302 as of June 30, 2018, $250,000 was insured while
$160,630,302 was collateralized under GUDPA.

New Jersey Cash Management Fund

During the fiscal year, the Group 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 Group’s deposits with the New Jersey Cash Management Fund were $337,285
and $329,865, 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
Group 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 Group, and are held by either the counterparty or the
counterparty’s trust department or agent but not in the Group’s name. All of the Group’s investments in
United States Treasury Notes of $184,642,711 and $180,311,989, respectively as of June 30, 2019 and
2018 and Blackrock Liquidity Treasury C1 Adm of $10,600 and $123,397, respectively as of June 30, 2019
and 2018 were uninsured and unregistered with securities held by either the counterparty or counterparty’s
trust department or agent, but not in the Group’s name.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. To limit risk, the Group’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 Group may purchase such as Treasury securities in
order to limit the exposure of governmental units to credit risk. The Group has an investment policy that

limits its investment choices.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of an entity's investment in a
single issuer. The Group does not place a limit on the amount that may be invested in any one issuer. All
of the Group’s investments are in debt obligations.
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Note 4:

NEW JERSEY SCHOOLS INSURANCE GROUP

NOTES TO FINANCIAL STATEMENTS

INVESTMENTS (CONT’D)

As June 30, 2019 and 2018, the Group had the following investments and maturities.

Investment

Blackrock Liquidity Treas C1 Adm

US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY BILL

US TREASURY NOTE
US TREASURY BILL

US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
US TREASURY NOTE
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Interest Credit
Rate Maturities Rating

AAA

0.875% 7/15/2018 AAA
0.750% 7/31/2018 AAA
1.000% 8/15/2018 AAA
0.750% 8/31/2018 AAA
1.000% 9/15/2018 AAA
0.875% 10/15/2018 AAA
1.250% 11/15/2018 AAA
1.375% 12/31/2018 AAA
1.125% 1/15/2019 AAA
0.750% 2/15/2019 AAA
1.000% 3/15/2019 AAA
0.875% 4/15/2019 AAA
0.875% 5/15/2019 AAA
0.750% 7/15/2019 AAA
1.260% 7/18/2019 AAA
1.000% 8/31/2019 AAA
1.250% 8/31/2019 AAA
0.875% 9/15/2019 AAA
1.000% 10/15/2019 AAA
1.250% 10/31/2019 AAA
1.000% 11/15/2019 AAA
1.750% 11/30/2019 AAA
1.375% 12/15/2019 AAA
1.250% 12/31/2019 AAA
2.200% 1/2/2020 AAA
1.375% 1/15/2020 AAA
2.540% 1/31/2020 AAA
1.375% 2/15/2020 AAA
1.625% 3/15/2020 AAA
1.500% 4/15/2020 AAA
1.375% 5/31/2020 AAA
1.500% 6/15/2020 AAA
1.500% 7/15/2020 AAA

Market Value

6/30/2019
$ 10,600

8,994,870
9,154,677
9,704,286
9,423,763
8,973,900
8,971,200
9,621,340
9,161,176
9,085,804
9,469,980
9,075,859
9,198,318
9,006,516
9,463,615
9,160,440
9,192,985
9,211,705
9,256,188
9,134,538
9,381,551

6/30/2018

$ 123397
8,997,030
9,337,057
8,990,460
8,982,990
8,982,720
9,170,376
8,972,910
9,034,536
8,949,420
8,918,460
8,921,610
8,899,830
8,886,780
8,850,960

8,834,760
8,835,840

9,019,220

9,351,230

9,340,020
9,035,780

$184,653,311

$ 180,435,386




NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

Note 4: INVESTMENTS (CONT’D)

Fair Value Measurements of Investments

The Group 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 Group’s fair value measurements as of June 30, 2019 and 2018 includes $184,642,711 and
$180,311,989, respectively of United States Treasury Notes and Bills. In addition, fair value measurements
include $10,600 and $123,397, respectively of Blackrock Liquidity Treasury C1 Adm, a mutual fund that
invests in U.S. Treasury bills, notes, and other obligations issued or guaranteed as to principal and interest
by the United States Treasury. These investments are valued using quoted market prices for identical assets
(Level 1 inputs).

Note 5: CAPITAL ASSETS

Capital assets balances and activity for the fiscal years ended June 30, 2019 and 2018 were as follows:
June 30. 2019 June 30, 2018

Capital Assets Being Depreciated
Furniture and Equipment

Beginning of Year Balance $ 1,608,617 $ 1,322,601
Additions 378,235 485,622
Deletions (549,685) (199,606)
End of Year Balance 1,437,167 1,608,617

Accumulated Depreciation

Beginning of Year Balance 946,507 548,391
Depreciation Expense 504,819 597,722
Deletions (549,685) (199,606)
End of Year Balance 901,641 946,507
Net Capital Assets $ 535,526 $ 662,110

Note 6: ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts Payable and Accrued Expenses for the fiscal years ended June 30, 2019 and 2018 were as

follows:
2019 2018
Accounts Payable and Accrued Expenses - Vendors $ 3,496,338 $ 3,437,307
Rate Stabilization Reserves - SubFunds 1,968,064 1,968,064
Due to Reinsurers 1,378,710 393,406

S 6,843,112 $ 5,798,777
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Note 7:

NEW JERSEY SCHOOLS INSURANCE GROUP
NOTES TO FINANCIAL STATEMENTS

SAFETY GRANTS

During the fiscal year ended in June 30, 2009, the Group approved a new safety grant program to the
membership of the Group. The Group recognized that in this current climate of tightening school budgets,
it has become increasingly difficult to spend money on safety. In an effort to help alleviate this problem,
the Group approved this grant. The program is designed to help members make safety, security and
educational related purchases toward loss prevention at the membership level.

Upon renewal, each member will be eligible for the grant amount defined by the Group’s Trustees and
allocated to sub funds and non-sub funds by the Group’s independent actuary. Each sub fund members
grant amount will be determined by the Group’s independent actuary and/or by its respective grant sub
fund committee. The Group developed the guidelines, application and approval process under which all
members may apply for a grant. Based on the criteria of the grant and the review of each members’
application, grants were awarded for $2,000,000 and $11,485,278 for the fiscal years ended June 30, 2019
and 2018, respectively.

Beginning with the June 30, 2017 Safety Grant Award, scheduled payments of the awards are allocated
over future years. In order to be eligible to receive a scheduled payment during a fiscal year, the grant
recipient must have been a member of record as of the July 1* of the payment year. Accordingly, the first
scheduled payment of the June 30, 2018 is after July 1% of 2019 and will be made during the Group’s
2019-2020 fiscal year. In order to qualify to receive the award payment, the grant recipient must be a
member of record as of July 1, 2018. During the year ended June 30, 2019, the Group paid $4,138,814 on
previously awarded grants including $4,000,000 for grants awarded for the June 30, 2017 year end and
$138.,814 for prior years.

As of June 30, 2019 and 2018 total safety grants payable, assuming all grant recipients are members of
record as of July 1% of the payment year are as follows:

Year Award Years

Payable Total 6/30/2019 6/30/2018 6/30/2017 Prior
6/30/2020 $ 4,808,280 $ 3,000,000 $ 1,500,000 $ 308,280
6/30/2021 4,500,000 3,000,000 1,500,000
6/30/2022 4,500,000 3,000,000 1,500,000
6/30/2023 4,485,278 $ 2,000,000 2,485,278

$ 18,293,558 $§ 2,000,000 § 11485278 §$ 4,500,000 § 308,280
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Note 8:

NEW JERSEY SCHOOLS INSURANCE GROUP

NOTES TO FINANCIAL STATEMENTS

CHANGES IN UNPAID CLAIMS LIABILITIES

As discussed in Note 2, the Group 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: The Group maintains contracts for insurance including excess insurance covering losses in
excess of an amount established between the Group and the insurer up to the limits of coverage set forth
in the contract on a specific occurrence, or per accident or annual aggregate basis.
The following represents changes in the aggregate reserves for the Group

Unpaid Claims and Claim Adjustment Expenses,
Beginning of Year

Incurred Claims And Claim Adjustment Expenses:
Provision For Insured Events Of Current Fund Year
Decrease in Provision for Insured

Events of Prior Years
Total Incurred Claims And Claims
Adjustment Expenses All Fund Years

Payments:
Claims And Claims Adjustment Expenses Attributable to
Insured Events of the Current Period
Insured Events of Prior Years

Total Incurred Claims and Claim Adjustment Expenses

Total Unpaid Claim And Claim Adjustment Expenses
End of Year

25

2019

$ 216,538,000

2018

$ 218,935,000

71,881,815 75,424,182
(19,405,446) (19,622,475)
52,476,369 55,801,707
17,678,815 18,653,683
42,358,554 39,545,024
60,037,369 58,198,707

$ 208,977,000

$ 216,538,000




Note 9:

Note 10:

NEW JERSEY SCHOOLS INSURANCE GROUP

NOTES TO FINANCIAL STATEMENTS

LONG-TERM LIABILITES

During the fiscal years ended June 30, 2019 and 2018, the following changes occurred in long-term

obligations:

Pension Liabilities
Beginning of Year
Increases
Decreases

Net Pension Liability End of Year

Other Post Employment Benefits Obligation
Beginning of Year
Increases
Decreases

Net Other Post Employment
Benefits Obligation End of Year

Safety Grants Payable
Beginning of Year
Safety Grant Award
Payments

Safety Grants Payable End of Year
Less Current Portion

Long-Term Portion of
Safety Grants Payable End of Year

Total Long Term Liabilties

PENSION PLAN

June 30, 2019

June 30, 2018

17,643,695  $ 20,713,990
10,437,120 7,790,013
(12,111,342) (10,860,308)
15,969,473 17,643,695
1,966,607 1,363,343

243,423 627,156
(10,180) (23,892)
2,199,850 1,966,607
20,432,372 11,920,840
2,000,000 11,485,279
(4,138,814) (2,973,747)
18,293,558 20,432,372
(4,808,280) (4,447,094)
13,485,278 15,985,278

$ 31,654,601

S 35,595,580

A substantial number of Group employees participate in the Public Employees' Retirement System
(“PERS”), a defined benefit pension plan, which is administered by the New Jersey Division of Pensions
and Benefits (“the Division™). The plan has a Board of Trustees that is primarily responsible for its
administration. The Division issues a publicly available financial report that includes financial statements
and required supplementary information. That report may be obtained by writing to:

State of New Jersey
Division of Pensions and Benefits
P.O. Box 295
Trenton, New Jersey 08625-0295

http://www.state.nj.us/treasury/pensions/financial-reports.shtml
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Plan Descriptions

The Public Employees' Retirement System is a cost-sharing multiple-employer defined benefit pension
plan which was established as of January 1, 1955, under the provisions of N.J.S.A. 43:15A. The PERS’s
designated purpose is to provide retirement, death, disability and medical benefits to certain qualified
members. Membership in the PERS is mandatory for substantially all full-time employees of the Group,
provided the employee is not required to be a member of another state-administered retirement system or
other state pensions fund or local jurisdiction’s pension fund. The PERS’s Board of Trustees is primarily
responsible for the administration of the PERS.

Vesting and Benefit Provisions

The vesting and benefit provisions are set by N.J.S.A. 43:15A and 43:3B. The PERS provides retirement,
death and disability benefits. All benefits vest after 10 years of service, except for medical benefits, which
vest after 25 years of service or under the disability provisions of the PERS.

The following represents the membership tiers for PERS:
Tier Definition

Members who were enrolled prior to July 1, 2007

Members who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008
Members who were eligible to enroll on or after November 2, 2008 and prior to May 21, 2010
Members who were eligible to enroll after May 21, 2010 and prior to June 28, 2011

Members who were eligible to enroll on or after June 28, 2011

h B W —

Service retirement benefits of 1/55™ of final average salary for each year of service credit is available to
tiers 1 and 2 members upon reaching age 60 and to tier 3 members upon reaching age 62. Service
retirement benefits of 1/60™ of final average salary for each year of service credit is available to tier 4
members upon reaching age 62 and tier 5 members upon reaching age 65. Early retirement benefits are
available to tiers 1 and 2 members before reaching age 60, tiers 3 and 4 before age 62 with 25 or more
years of service credit and tier 5 with 30 or more years of service credit before age 65. Benefits are
reduced by a fraction of a percent for each month that a member retires prior to the age at which a member
can receive full early retirement benefits in accordance with their respective tier. Tier 1 members can
receive an unreduced benefit from age 55 to age 60 if they have at least 25 years of service. Deferred
retirement is available to members who have at least 10 years of service credit and have not reached the
service retirement age for the respective tier.

Contributions

The contribution policy is set by N.J.S.A. 43:15A and requires contributions by active members and
contributing employers. Members contribute at a uniform rate. Pursuant to the provisions of Chapter 78,
P.L. 2011, the active member contribution rate increased from 5.5% of annual compensation to 6.5% plus
an additional 1% phased-in over seven years beginning in July 2012. The member contribution rate was
7.34% in State fiscal year 2018 and 7.20% in State fiscal year 2017. The phase-in of the additional
incremental member contribution rate takes place in July of each subsequent State fiscal year. The rate for
members who are eligible for the Prosecutors Part of PERS (Chapter 366, P.L. 2001) was 10% in State
fiscal year 2018. Employers' contribution are based on an actuarially determined amount, which includes
the normal cost and unfunded accrued liability.
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Contributions (Cont’d)

The Group’s contractually required contribution rate for the fiscal years ended June 30, 2019 and 2018 was
14.59% and 14.77% of the Group’s covered payroll. These amounts were actuarially determined as an
amount that, when combined with employee contributions, are expected to finance the costs of benefits
earned by employees during the fiscal year, including an additional amount to finance any unfunded
accrued liability.

Based on the most recent PERS measurement date of June 30, 2018, the Group’s contractually required
contribution to the pension plan for the fiscal year ended June 30, 2019 was $806,748, and was paid by
April 1, 2019. Based on the PERS measurement date of June 30, 2017, the Group’s contractually required
contribution to the pension plan for the fiscal year ended June 30, 2018 was $702,153, which was paid by
April 1, 2018. Employee contributions to the Plan during the fiscal year ended June 30, 2019 and 2018
were $424,868 and $410,102, respectively.

Pension Liabilities, Pension Expense, and Deferred Qutflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30, 2019, the Group’s proportionate share of the net pension liability was $15,969,473. The net
pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the net
pension liability was determined by an actuarial valuation as of July 1, 2017. The total pension liability
was calculated through the use of updated procedures to roll forward from the actuarial valuation date to
the measurement date of June 30, 2018. The Group’s proportion of the net pension liability was based on
a projection of the Group’s long-term share of contributions to the pension plan relative to the projected
contributions of all participating employers, actuarially determined. For the June 30, 2018 measurement
date, the Group’s proportion was .0811065367%, which was an increase of .0053122628% from its
proportion measured as of June 30, 2017.

At June 30, 2018, the Group’s proportionate share of the net pension liability was $17,643,695. The net
pension liability was measured as of June 30, 2017, and the total pension liability used to calculate the net
pension liability was determined by an actuarial valuation as of July 1, 2016. The total pension liability
was calculated through the use of updated procedures to roll forward from the actuarial valuation date to
the measurement date of June 30, 2017. The Group’s proportion of the net pension liability was based on
a projection of the Group’s long-term share of contributions to the pension plan relative to the projected
contributions of all participating employers, actuarially determined. For the June 30, 2017 measurement
date, the Group’s proportion was .0757942739%, which was an increase of .0058550585% from its
proportion measured as of June 30, 2016.

For the fiscal years ended June 30, 2019 and 2018, the Group recognized pension expense of $1,619,554

and $1,804,733, respectively. These amounts were based on the plan’s June 30, 2018 and 2017
measurement dates, respectively.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions (Cont’d)

Deferred Qutflows of Resources and Deferred Inflows of Resources - At June 30, 2019 and 2018, the
Group reported deferred outflows of resources and deferred inflows of resources related to PERS from the
following sources:

June 30, 2019 June 30, 2018
Measurement Date Measurement Date
June 30, 2018 June 30, 2017
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Differences between Expected
and Actual Experience $ 304,540 § 82,310 $ 415448  § (17)
Changes of Assumptions 2,631,505 5,106,188 3,554,597 3,541,565
Net Difference between Projected
and Actual Earnings on Pension
Plan Investments - 149,794 120,142 -
Changes in Proportion and Differences
between Group Contributions and
Proportionate Share of Contributions 2,268,736 68,024 1,808,057 94,493
Pension Expense Related to Specific
Liabilities of Individual Employers 246
Group Contributions Subsequent to
the Measurement Date 819,170 - 718,530 -

$ 6023951 $ 5406562 $ 6616774 $ 3,636,041

The deferred outflows of resources related to pensions totaling $819,170 and $718,530 will be included as
a reduction of the net pension liability in the fiscal years ended June 30, 2020 and 2019, respectively. This
amount is based on an estimated April 1, 2020 and April 1, 2019 contractually required contribution,
prorated from the pension plan measurement date of June 30, 2018 and June 30, 2017 to the Group’s
fiscal year end of June 30, 2019 and 2018.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions (Cont’d)

Deferred OQutflows of Resources and Deferred Inflows of Resources (Cont’d) - The Group will
amortize the other deferred outflows of resources and deferred inflows of resources related to PERS over
the following number of years:

Deferred Deferred
Outflows of Inflows of
Resources Resources

Differences between Expected
and Actual Experience
Year of Pension Plan Deferral:
June 30, 2014 - -

June 30, 2015 5.72 -
June 30, 2016 5.57 -
June 30, 2017 5.48 -
June 30, 2018 - 5.63

Changes of Assumptions
Year of Pension Plan Deferral:

June 30, 2014 6.44 -
June 30, 2015 5.72 -
June 30, 2016 5.57 -
June 30, 2017 - 5.48
June 30, 2018 - 5.63

Net Difference between Projected
and Actual Earnings on Pension
Plan Investments

Year of Pension Plan Deferral:

June 30,2014 - 5.00
June 30, 2015 5.00 -
June 30, 2016 5.00 -
June 30, 2017 - 5.00
June 30, 2018 - 5.00

Changes in Proportion and Differences
between Group Contributions and
Proportionate Share of Contributions

Year of Pension Plan Deferral:

June 30, 2014 6.44 6.44
June 30, 2015 5.72 572
June 30, 2016 5.57 5.57
June 30, 2017 5.48 5.48
June 30, 2018 5.63 5.63
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions (Cont’d)

Deferred Outflows of Resources and Deferred Inflows of Resources (Cont’d) - Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows:

Fiscal
Year Ending
June 30,

2020 $ 821,844
2021 446,874
2022 (669,723)
2023 (629,209)
2024 (171,321)

$ (201,535)

Actuarial Assumptions

The net pension liability was measured as of June 30, 2018 and 2017, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of July 1, 2017 and 2016.
The total pension liability was calculated through the use of updated procedures to roll forward from the
actuarial valuation date to the measurement date of June 30, 2018 and 2017. This actuarial valuation used
the following actuarial assumptions, applied to all periods included in the measurement:

Inflation Rate 2.25%

Salary Increases:

Through 2026 1.65% - 4.15% Based on Age
Thereafter 2.65% - 5.15% Based on Age
Investment Rate of Return 7.00%

Period of Actuarial Experience
Study upon which Actuarial
Assumptions were Based July 1, 2011 - June 30, 2014
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Actuarial Assumptions (Cont’d)

For the June 30, 2018 measurement date, preretirement mortality rates were based on the RP-2000
Employee Preretirement Mortality Table for male and female active participants. For State employees,
mortality tables are set back 4 years for males and females. For local employees, mortality tables are set
back 2 years for males and 7 years for females. In addition, the tables provide for future improvements
in mortality from the base year of 2013 using a generational approach based on the Conduent modified
2014 projection scale. Postretirement mortality rates were based on the RP-2000 Combined Healthy
Male and Female Mortality Tables (set back 1 year for males and females) for service retirements and
beneficiaries of former members. In addition, the tables for service retirements and beneficiaries of
former members provide for future improvements in mortality from 2012 to 2013 using Projection Scale
AA and using a generational approach based on the Conduent modified 2014 projection scale thereafter.
Disability retirement rates used to value disabled retirees were based on the RP-2000 Disabled Mortality
Table (set back 3 years for males and set forward 1 year for females).

For the June 30, 2017 measurement date, preretirement mortality rates were based on the RP-2000
Employee Preretirement Mortality Table for male and female active participants. For State employees,
mortality tables are set back 4 years for males and females. For local employees, mortality tables are set
back 2 years for males and 7 years for females. In addition, the tables provide for future improvements in
mortality from the base year of 2013 using a generational approach based on the plan actuary’s modified
MP-2014 projection scale. Post-retirement mortality rates were based on the RP-2000 Combined Healthy
Male and Female Mortality Tables (set back 1 year for males and females) for service retirements and
beneficiaries of former members and a one-year static projection based on mortality improvement Scale
AA. In addition, the tables for service retirements and beneficiaries of former members provide for
future improvements in mortality from the base year of 2013 using a generational approach based on the
plan actuary’s modified MP-2014 projection scale. Disability retirement rates used to value disabled
retirees were based on the RP-2000 Disabled Mortality Table (set back 3 years for males and set forward
1 year for females).

In accordance with State statute, the long-term expected rate of return on plan investments (7.00% at
June 30, 2018 and 2017) is determined by the State Treasurer, after consultation with the Directors of the
Division of Investments and Division of Pensions and Benefits, the board of trustees and the actuaries.
The long-term expected rate of return was determined using a building block method in which best-
estimate ranges of expected future real rates of return (expected returns, net of pension Plan investment
expense and inflation) are developed for each major asset class. These ranges are combined to produce
the long-term expected rate of return by weighting the expected future real rates of return by the target
asset allocation percentage and by adding expected inflation. Best estimates of arithmetic rates of return
for each major asset class included in PERS’ and PFRS’ target asset allocation as of June 30, 2017 and
2016 are summarized in the table on the following page.
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Actuarial Assumptions (Cont’d)

Long-Term

Target Expected Real
Asset Class Allocation  Rate of Return
Risk Mitigation Strategies 5.00% 5.51%
Cash Equivalents 5.50% 1.00%
U.S. Treasuries 3.00% 1.87%
Investment Grade Credit 10.00% 3.78%
High Yield 2.50% 6.82%
Global Diversified Credit 5.00% 7.10%
Credit Oriented Hedge Funds 1.00% 6.60%
Debt Related Private Equity 2.00% 10.63%
Debt Related Real Estate 1.00% 6.61%
Private Real Asset 2.50% 11.83%
Equity Related Real Estate 6.25% 9.23%
U.S. Equity 30.00% 8.19%
Non-U.S. Developed Markets Equity 11.50% 9.00%
Emerging Markets Equity 6.50% 11.64%
Buyouts/Venture Capital 8.25% 13.08%

100.00%

Discount Rate - The discount rate used to measure the total pension liability at June 30, 2018 was
5.66%. The respective single blended discount rates were based on the long-term expected rate of return
on pension Plan investments of 7.00%, and a municipal bond rate of 3.87% as of June 30, 2018, based
on the Bond Buyer Go 20-Bond Municipal Bond Index which includes tax-exempt general obligation
municipal bonds with an average rating of AA/Aa or higher. The projection of cash flows used to
determine the discount rates assumed that contributions from Plan members will be made at the current
member contribution rates and that contributions from employers and the nonemployer contributing
entity will be made based on the contribution rate in the most recent fiscal year. The State employer
contributed 50% of the actuarially determined contributions and the local employers contributed 100%
of their actuarially determined contributions. Based on those assumptions, the Plan’s fiduciary net
position was projected to be available to make projected future benefit payments of current Plan
members through 2046; therefore, the long-term expected rate of return on Plan investments was applied
to projected benefit payments through 2046, and the municipal bond rate was applied to projected
benefit payments after that date in determining the total pension liabilities.
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Actuarial Assumptions (Cont’d)

Discount Rate (Cont’d) - The discount rate used to measure the total pension liability at June 30, 2017
was 5.00%. The respective single blended discount rate was based on the long-term expected rate of
return on pension plan investments of 7.00%, and a municipal bond rate of 3.58% as of June 30, 2017,
based on the Bond Buyer Go 20-Bond Municipal Bond Index which includes tax-exempt general
obligation municipal bonds with an average rating of AA/Aa or higher. The projection of cash flows
used to determine the discount rates assumed that contributions from plan members will be made at the
current member contribution rates and that contributions from employers and the nonemployer
contributing entity will be made based on the contribution rate in the most recent fiscal year. The State
employer contributed 40% of the actuarially determined contributions and the local employers
contributed 100% of their actuarially determined contributions. Based on those assumptions, the plan’s
fiduciary net position was projected to be available to make projected future benefit payments of current
plan members through 2040. Therefore, the long-term expected rate of return on plan investments was
applied to projected benefit payments through 2040, and the municipal bond rate was applied to
projected benefit payments after that date in determining the total pension liabilities.

Sensitivity of Group’s Proportionate Share of Net Pension Liability to Changes in the Discount
Rate

The following presents the Group’s proportionate share of the net pension liability at June 30, 2019, the
plan measurement date, calculated using a discount rate of 5.66%, as well as what the Group’s
proportionate share of the net pension liability would be if it were calculated using a discount rate that is
1% lower or 1% higher than the current rates used:

1% Current 1%
Decrease Discount Rate Increase
(4.66%) (5.66%) (6.66%)
Group's Proportionate Share
of the Net Pension Liability $ 20,079,772 ) 15,969,473 $ 12,521,195

The following presents the Group’s proportionate share of the net pension liability at June 30, 2018, the
plan measurement date, calculated using a discount rate of 5.00%, as well as what the Group’s
proportionate share of the net pension liability would be if it were calculated using a discount rate that is
1% lower or 1% higher than the current rates used:

1% Current 1%
Decrease Discount Rate Increase
(4.00%) (5.00%) (6.00%)
Group's Proportionate Share
of the Net Pension Liability $ 21,888,202 3 17,643,695 $ 14,107,496
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Pension Plan Fiduciary Net Position

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pensions, and pension expense, information about the respective fiduciary net
position of the PERS and additions to/deductions from PERS’ fiduciary net position have been
determined on the same basis as they are reported by PERS. Accordingly, benefit payments (including
refunds of employee contributions) are recognized when due and payable in accordance with the benefit
terms. Investments are reported at fair value. For additional information about PERS, please refer to the
plan’s  Comprehensive  Annual Financial Report (CAFR), which can be found at
http://www.state.nj.us/treasury/pensions/financial-reports.shtml.

POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)

General Information about the OPEB Plan

Plan Description and Benefits Provided - The Group has established a postemployment benefit plan to
assist retirees in paying for medical coverage. The plan provides a lifetime monthly payment of $500 to
all eligible employees with full vesting occurring at retirement age 60 with 25 years of service. No assets
are accumulated in a trust. In accordance with GASB Statement 75, this plan is considered a Single
Employer, Defined Benefit OPEB Plan that is not administered through a Trust that meets the criteria in
paragraph 4 of GASB Statement 75.

Employees Covered by Benefit Terms - At June 30, 2019 and 2018, the following employees were
covered by the benefit terms:

June 30, 2019 June 30, 2018

Inactive Employees or Beneficiaries Currently Receiving Benefit Payments 3 2
Inactive Employees Entitled to but Not Yet Receiving Benefit Payments - -

Active Employees 73 73

76 75

Total OPEB Liability

The Group’s total OPEB liability of $2,199,850 as of June 30, 2019 and $1,966,607 as of June 30, 2018
was measured as of June 30, 2018. The liabilities were determined by an actuarial valuation as of June 30,
2017 with the use of updated procedures to roll forward from the actuarial valuation date to the
measurement date of June 30, 2018.

Actuarial Assumptions and Other Inputs - The following actuarial assumptions and other inputs,
applied to all periods included in the measurement, unless otherwise specified:

Inflation 3.00% Annually
Salary Increases 3.00% Annually
Discount Rate 2.80%
Healthcare Cost Trend Rates 0.00%

Retirees' Share of Benefit-Related Costs None
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The discount rate was based on the 20-year Municipal AA bond rate.
Mortality rates were based on RP-2014 Mortality Fully Generational using Projection Scale MP-2016.

Termination rates were based on a 2% termination rate was used for employee grades 00 to 09, 5% for
grades 10 to 17 and 2% for directors.

An experience study was not performed on the actuarial assumptions used in the June 30, 2017 valuation
since the plan had insufficient data to produce a study with credible results. Mortality rates and
termination rates were based on standard tables either issued by the SOA or developed for the applicable
grade of employee. The actuary has used his/her professional judgement in applying these assumptions to
this plan.

Changes in the Total OPEB Liability

The following table shows the changes in the total OPEB liability for the fiscal years ended June 30, 2019
and 2018, respectively:

June 30, 2019 June 30, 2018
Balance at Beginning of Year $ 1,966,607 $ 1,363,343
Changes for the Year:
Service Cost $ 183,506 $ 573,752
Interest Cost 59,917 53,404
Benefit Payments (10,180) (23,892)
Net Changes 233,243 603,264
Balance at End of Year $ 2,199,850 $ 1,966,607

There were no changes of benefit terms or changes of assumptions at June 30, 2019 or 2018.
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Sensitivity of the Total OPEB Liability to Changes in the Discount Rate - The following presents the
total OPEB liability of the Group, as well as what the Group’s total OPEB liability would be if it were
calculated for using a discount rate that is 1-percentage-point lower or 1-percentage-point higher than the
current discount rate:

June 30, 2019
1.00% Current 1.00%
Decrease Discount Rate Increase
(1.80%) (2.80%) (3.80%)

Total OPEB Liability § 2,546,864 5 2,199,850 § 1,882,096

June 30, 2018
1.00% Current 1.00%
Decrease Discount Rate Increase
(1.80%) (2.80%) (3.80%)

Total OPEB Liability $ 2,276,828 § 1,966,607 $ 1,682,543

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates - The
following presents the total OPEB liability of the Group, as well as what the Group’s total OPEB liability
would be if it were calculated using healthcare cost trend rates that are 1-percentage-point lower or 1-
percentage-point higher than the current healthcare cost trend rates:

June 30, 2019
1.00% Healthcare 1.00%
Decrease Cost Trend Rate Increase
(-1.00%) (0.00%) (1.00%)

Total OPEB Liability § 2,158,058 $ 2,199,850 $ 2,221,848

June 30, 2018
1.00% Healthcare 1.00%
Decrease Cost Trend Rate Increase
(-1.00%) (0.00%) (1.00%)

Total OPEB Liability $ 1,929,246 $ 1,966,607 $ 1,986,273
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Lease Agreement — The Group leases its office location at 6000 Midlantic Drive, Mount Laurel, NJ under
the terms of a ten-year operating lease agreement dated July 14, 2015. The terms of the lease require fixed
monthly base payments in addition to a proportionate share of real estate taxes and common area charges
and utilities though December 31, 2025.

Future minimum payments under the lease agreement are as follows:

Fiscal Year

Ended Base Rent
6/30/2020 $ 243,385
6/30/2021 250,411
6/30/2022 257,436
6/30/2023 264,462
6/30/2024 271,487
6/30/2025 278,513
6/30/2026 141,013

Total costs and expenses charged to rent expense were $382,656 and $436,452 for the fiscal years ended
June 30, 2019 and 2018.

Operation — In the normal course of its operations, the Group has a number of lawsuits filed by claimants
in various stages. Although estimated loss reserves have been established by the Group, a number of these
cases may possibly be settled for amounts in excess of the Group’s loss reserves. No provision for these
contingencies had been included in the financial statements since the amounts are not reasonably
estimable.
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