GROUP SELF-INSURANCE

11:15-2.17

Amended by R.1995 d.408, effective August 7, 1995,
See: 26 N.JL.R. 2725(a), 26 N.J.R. 3592(a), 27 N.J.R. 2938(a).
Exception to requirement of separate administrative account added.

11:15-2.15 Assessments

(a) Each participating member of a joint insurance fund
shall appropriate and pay to the fund its assessment as
required by the joint insurance fund. During the first year
of operation of a joint insurance fund these contributions
shall be paid in two equal installments, the first installment
payable no later than January 15 and the second installment
payable no later than May 15 or in any other manner that
the Commissioner in his discretion may direct. Subsequent
years’ assessments may be paid in such installments as shall
be provided in the fund’s bylaws, provided, however, that
the full assessment shall be paid by each member no later
than August 1, or in such other manner as provided in the
fund’s bylaws as approved by the Commissioner and the
Commissioner of the Department of Community Affairs.

(b) Each member’s annual assessment shall consist of an
amount allocated for the administrative account, payment of
interest and repayment of principal on bonds issued for
environmental impairment liability funds, when appropriate,
plus a specific assessment to establish and/or replenish the
claim or loss retention trust fund account for each type of
coverage provided by the fund and in which such member
participates.

(c) The total amount of each member’s annual assess-
ments to the fund shall be certified by the fund commission-
ers to the governing body of each participant at least one
month prior to the beginning of the next fiscal year. As a
condition of continued participation in the fund, each mem-
ber shall pay the amount certified at such time and in such
manner provided in the fund’s bylaws.

(d) Unless otherwise approved by the Commissioner, the
annual assessment of each fund member providing for the
self-insurance of workers’ compensation and employers’ lia-
bility coverages shall be based upon the Experience Rating
Plan provided for in the New Jersey Workers’ Compensa-
tion and Employers’ Liability Insurance Manual on file with
the Commissioner. The Commissioner may withdraw his or
her approval of any assessment if he or she finds that such
assessment is unreasonable or inadequate for the members
of the fund to which it applies. In taking any action under
this section, the Commissioner may require that the fund
commissioners, the executive committee, the administrator,
any servicing organization or agent of the fund provide such
information as he or she deems necessary.

(e) Nothing contained in this section shall preclude the
assessment and payment of supplemental assessments as
provided in N.J.A.C. 11:15-2.16.

(f) In the case of an environmental liability fund, notwith-
standing any provision of this section to the contrary, an
annual assessment may be funded by proceeds of any bonds
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issued by the fund pursuant to N.J.S.A. 40A:10-38.1, includ-
ing any interest income earned thereon, in an amount not to
exceed 25 percent of the amount of such assessment. Any
remaining amounts from the proceeds of a bond issue and
interest income shall be deposited in the contingency ac-
count established pursuant to N.J.A.C. 11:15-2.13(b). The
25 percent limitation shall not apply to the funding of any
supplemental assessments that may be required pursuant to
N.JAC. 11:15-2.16. In no event shall the proceeds of a
bond issue be used to replenish the administrative account,
but interest income earned on such proceeds may be used
for this purpose.

Emergency amendment, R.1984 d.616, effective December 24, 1984

(expires February 22, 1985).

See: 17 N.J.R. 218(a).
(a) substantially amended.
Adopted by R.1985 d.128, effective February 22, 1985.
See: 17 N.J.R. 218(a), 17 N.J.R. 709(a).
Amended by R.1995 d.408, effective August 7, 1995,
See: 26 N.JR. 2725(a), 26 N.J.R. 3592(a), 27 N.1.R. 2938(a).

Provided for payment of interest and principal on environmental
impairment liability fund bonds in (a); amended basis of worker’s
compensation assessment in (d) and added (f).

Amended by R.1996 d.534, effective November 18, 1996.
See: 28 N.J.R. 4027(a), 28 N.J.R. 4877(a).

11:15-2.16 Supplemental assessments

(a) Each fund shall levy upon its members an additional
assessment whenever needed or so ordered by the Commis-
sioner, to supplement the fund’s claim or loss retention or
administrative accounts to assure payment of the fund’s
obligations, including payment of benefits under the work-
ers’ compensation law.

1. The fund shall assess each participating member an
additional proportionate amount, as provided in the
fund’s bylaws and plan of risk management or as directed
by the Commissioner, to replenish claims or loss retention
or administrative accounts.

(b) The fund commissioners shall submit to the Commis-
sioner and the Commissioner of the Department of Com-
munity Affairs a report of the causes of the account’s
insufficiency, the assessments necessary to replenish it and
the steps taken to prevent a recurrence of such circum-
stances.

(c) The participants shall provide such additional assess-
ments in accordance with the provisions of Local Budget
Law (N.J.S.A 40A:4-1 et seq.), or Local Authority Fiscal
Control Law (N.J.S.A. 40A:5A-1 et seq.), as applicable.

Amended by R.1995 d.408, effective August 7, 1995.
See: 26 N.J.R. 2725(a), 26 N.J.R. 3592(a), 27 N.J.R. 2938(a).
Technical corrections.

11:15-2.17 Failure or refusal to provide required

assessments

Should any member of a fund fail or refuse to pay as
directed its assessment(s) to the fund or to pay as directed
any supplemental assessment(s), or should the fund commis-
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sioners fail to assess funds required to meet the obligations
of the fund, the chairman of the fund commission or in the
event of his or her failure to do so, the custodian of the
fund’s assets, shall notify in writing the Commissioner and
the Commissioner of the Department of Community Affairs.

Amended by R.1995 d.408, effective August 7, 1995.
See: 26 N.J.R. 2725(a), 26 N.J.R. 3592(a), 27 N.J.R. 2938(a).
Technical corrections.

11:15-2.18 Individual loss reserve funds

(a) Whenever the risk management plan of a joint insur-
ance fund requires the fund’s members to individually retain
a specific amount of risk, potential liability, or incurred
losses, the participant shall provide for such liability, or
incurred loss:

1. As a deductible to be charged to the operating
expenses of the incurring department or agency;

2. Through a separate item of appropriation for the
fund year in its annual budget; or

3. Through establishment of an insurance fund pursu-
ant to N.J.S.A. 40A:10-1 et seq.

Amended by R.1995 d.408, effective August 7, 1995.
See: 26 N.).R. 2725(a), 26 N.J.R. 3592(a), 27 N.J.R. 2938(a).
In (a)2 changed year of appropriation to the fund year.

11:15-2.19 Certification of funds

Prior to any commitment or agreement requiring the
expenditures of funds by the fund, the custodian of the
fund’s assets shall certify the availability of sufficient unen-
cumbered funds in the account to fully pay all charges or
commitments to be accepted.

Amended by R.1995 d.408, effective August 7, 1995.
See: 26 NLL.R. 2725(a), 26 N.J.R. 3592(a), 27 N.J.R. 2938(a).
Minor wording changes.

11:15-2.20 Investments; application of investment income

(a) The free balance of any account maintained by a
fund, whether for claim or loss retention, administrative,
contingency, or, in the case of an environmental impairment
liability fund, the contingency account to be funded by bond
proceeds pursuant to N.J.A.C. 11:15-2.13(b), shall be invest-
ed to obtain the maximum interest return practicable. All
investments shall be in accordance with the fund’s cash
management plan and consistent with the requircments set
forth in N.J.S.A. 40A:10-38. In addition, the fund commis-
sioners may transfer monies held to the Director of the
Division of Investment in the Department of the Treasury
for investment on behalf of the fund in accordance with the
requirements set forth in N.J.S.A. 40A:10-38.

(b) The investment and interest income earned by the
investment of the assets of each claim or loss retention fund
account shall be allocated to each such account by fund
year.

Supp. 10-18-99

(c) The investment and interest income earned by invest-
ment of the assets of administrative and contingency ac-
counts shall be credited to that account.

Amended by R.1995 d.408, effective August 7, 1995.
See: 26 N.J.R. 2725(a), 26 N.J.R. 3592(a), 27 N.J.R. 2938(a).

At (a) provided for investment of environmental impairment liability
contingency funds and transfer of monies to the Treasury Department’s
Division of Investment for investment on behalf of the fund.

Amended by R.1999 d.350, effective October 18, 1999.
See: 31 NJ.R. 2125(b), 31 NJ.R. 3091(a).
Rewrote (a).

11:15-2.21 Refund; interyear fund transfers

(a) Any monies for a fund year in excess of the amount
necessary to fund all obligations for that fiscal year as
certified by an actuary mdy be declared to be refundable by
the fund not sooner than the time periods after the end of
the fiscal year as set forth in (b) and (c) below.

(b) The fund may seek approval from the Commissioner
to make initial and subsequent refund payments from a
claims or loss retention fund account remaining from any
year which has been completed for at least the time periods
set forth in this subsection and (c) below by submitting a
written notification to the Department and Department of
Community Affairs at least 30 days prior to the proposed
refund. For a fund other than an environmental impair-
ment liability fund, if the Commissioner does not disap-
prove, in writing, the request to make the refund within the
30 day period, the request shall be deemed approved. The
Commissioner may also affirmatively approve the request
prior to the expiration of the 30 day period. An environ-
mental impairment liability fund may not refund any monies
without the prior approval of the Commissioner. The
written notification shall be accompanied by appropriate
documentation including, but not limited to, assessment,
claims and expense detail, actuarial certification that the
loss and loss expense reserves are adequate for the fund to
have an overall surplus for that fiscal year; and such other
information that the Commissioner may require. For an
environmental impairment liability fund, the initial and any
subsequent refund for any year from a claim or loss reten-
tion trust account may be in any amount subject to the
limitation that after the refund, the remaining net current
surplus in the account from which the refund is made must
equal or exceed 35 percent of unpaid claims for the account
for the fiscal year, plus an amount in the fund’s debt service
account equal to two years’ debt service on any outstanding
bonds. Unpaid claim reserves, including reserves for in-
curred but not reported claims, shall be established at full
value and not discounted, and shall be so certified by an
actuary. For a fund other than an environmental impair-
ment liability fund, the initial and any subsequent refund for
any year from a claim or loss retention trust account may be
in any amount subject to the limitation that after the refund,
the remaining net current surplus in the account from which
the refund is made must equal or exceed the surplus reten-
tion requirement to be calculated as follows:
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1. Fund year paid losses shall be multiplied by the
appropriate paid loss factor for the line of coverage and
duration of maturity set forth in Exhibit E in the Appen-
dix incorporated herein by reference;

2. Fund year unpaid claim reserves, excluding reserves
for incurred but not reported claims, shall be multiplied
by the appropriate unpaid claim factor for the line of
coverage and duration of maturity set forth in Exhibit E
in the Appendix incorporated herein by reference. Un-
paid claim reserves, excluding reserves for incurred but
not reported claims, shall be established at full value and
not discounted;

3. The greater of the results from the calculation set
forth in (b)1 and 2 above shall then be reduced by the
amount of outstanding losses reported, including incurred
but not reported claims, as certified by an actuary. The
result of this calculation, but not less than zero, shall be
the surplus retention requirement for that fund year.

(c) An environmental impairment liability fund may seek
approval pursuant to (b) above to make an initial refund
payment from any trust account remaining from any year
which has been completed for at least 120 months, in the
case of any liability or legal or defense services coverages, or
at least 12 months, in the case of environmental or risk
management services coverage; and may seek approval to
make subsequent refund payments from a trust account
remaining from any year which has been completed for at
least 132 months, in the case of any liability or legal or
defense services coverages, or at least 24 months, in the case
of environmental or risk management services coverage.

(d) A full and final refund of net current surplus will not
be allowed until all case reserves and all unpaid claim
reserves are closed. Notwithstanding anything in this sec-
tion to the contrary, an environmental impairment liability
fund may not refund any monies from the account estab-
lished for purposes of paying the debt on any bonds issued
pursuant to N.J.S.A. 40A:10-38.1.

(e) A refund for any fiscal year shall be paid only in
proportion to the member’s participation in the fund for
such year. Payment of a refund on a previous year shall not
be contingent on the member’s continued membership in
the fund after that year.

(f) At the option of the member the refund may be
retained by the fund and applied towards the member’s next
annual assessment.

(2) In the case of an environmental impairment liability
fund, the commissioners or executive committee may appro-
priate a portion of any refund to the appropriate contingen-
cy account subject to the provisions of N.JA.C.
11:15-2.13(b).

(h) A fund may seek approval from the Commissioner to
make interyear fund transfers from a claims or loss reten-
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tion trust account from any year not sooner than 24 months,
or 60 months, in the case of an environmental impairment
liability fund, after the end of that year by submitting a
written notification to the Department with appropriate
documentation as set forth in (b) above at least 30 days
prior to the proposed transfer. In the case of a fund other
than an environmental impairment liability fund, if the
Commissioner does not disapprove, in writing, the request
within the 30 day period, the request shall be deemed
approved. The Commissioner may also affirmatively ap-
prove the request prior to the expiration of the 30 day
period. An environmental impairment liability fund may
not make an interyear fund transfer without the prior
approval of the Commissioner. The interyear fund transfer
may be in any amount subject to the limitation that after the
transfer, the remaining net current surplus in the account
from which the transfer is made must equal or exceed the
surplus retention requirement determined pursuant to (b)
above, for the particular fund, for that account for the fiscal
year. The membership for each fiscal year involving inter-
year fund transfers must be identical between fiscal years.
The Commissioner may waive the identical membership
requirement provided the fund demonstrates to the Depart-
ment that it maintains records of each member’s pro rata
share of each claim or loss retention fund account, and that
the transfer may be made so that any potential dividend
shall not be reduced for a member that did not participate
in the year receiving the transfer.

Amended by R.1989 d.507, effective September 18, 1989.
See: 21 NJ.R. 3051(b), 21 N.J.R. 3017(a).

Requirement at (a) changed from 12 months to 24 months; subse-
quent refund amounts and time period provisions added, interyear
transfer provisions added at (€), surplus requirement tied to claims data
at (b).

Amended by R.1995 d.408, effective August 7, 1995.
See: 26 N.J.R. 2725(a), 26 N.J.R. 3592(a), 27 N.J.R. 2938(a).

Added (b)1 and (b)2; renumbered (e) as (f) and provided for waiver
of identical membership requirement; and added new (e).

Amended by R.1996 d.534, effective November 18, 1996.
See: 28 N.J.R. 4027(a), 28 N.J.R. 4877(a).

11:15-2.22 Disbursements and/or payment of claims

(a) All disbursements, payments of claims settlements or
other expenditures of funds of the fund whether for admin-
istrative expenses or for claims purposes must be approved
by a majority of the fund commissioners or the executive
committee thereof, unless approved pursuant to (b) below.

(b) To allow the expeditious resolution of certain claims,
the fund commissioners may designate the fund’s adminis-
trator, lead agency or servicing organization as a “certifying
and approving officer” pursuant to N.J.S.A. 40A:5-17. The
certifying and approving officer may be authorized by the
fund commissioners to approve for payment of any or
specified types of claims in an amount not to exceed an
amount approved by the Commissioner in the plan of risk
management. The authority of the certifying and approving
officer may be conditioned or restricted by the fund com-
missioners to require prior consultation, limitation as to the
types or total amount of claims or payments which may be
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approved, or such other procedures or restrictions as the
fund commissioners may deem appropriate. The authority
of the certifying and approving officer may be revoked or
modified at any time by the fund commissioners.

1. Upon approval, the certifying and approving officer
shall certify the amount and particulars of such approved
claims to the official having custody of the fund’s assets,
directing that a check for payment be prepared.

2. The certifying and approving officer shall prepare a
report of all claims approved by him or her since the last
such report, detailing the nature and amount of the claim,
the payee, the reasons supporting payment and any other
pertinent information. This report shall be submitted to
the fund commissioners at their next scheduled meeting.
The fund commissioners shall review and approve the
actions of the certifying and approving officer. In the
event a claim approved and paid by the certifying and
approving officer is not approved by the fund commission-
ers, they shall direct appropriate action to be taken.

(c) All requests for payments shall be accompanied by a
detailed bill of items or demand, specifying particularly how
the bill or demand is made up, with the certification of the
party claiming payment that it is correct, and shail be
certified by an officer or duly designated agent or employee
of the joint insurance fund having knowledge of the facts
that the goods have been received by, or the services
rendered to the fund. In the case of claims or losses to be
charged against any loss fund, the joint insurance fund’s
claims administrator, if there be one, shall certify as to the
correctness and validity of the claim.

(d) All claims shall be paid by check. The check shall be
signed by two persons so designated by the fund commis-
sioners. Payment of claims may be made in such other
manner as provided in the fund’s bylaws as approved by the
Commissioner and the Commissioner of the Department of
Community Affairs.

(e) All claims and other disbursements approved for pay-
ment by the fund commissioners, the executive committee
thereof or the certifying and approving officer shall be
recorded in a claims register maintained by the custodian of
the fund’s assets.

Amended by R.1995 d.408, effective August 7, 1995,

See: 26 N.J.R. 2725(a), 26 N.J.R. 3592(a), 27 N.J.R. 2938(a).
Substituted “fund” for “joint insurance fund” throughout, and in (b)

amended the certifying and approving officer's payment authority.

Amended by R.1996 d.534, effective November 18, 1996.

See: 28 N.I.R. 4027(a), 28 N.J.R. 4877(a).

Case Notes

Claims analysis reports, which consisted of analysis of present status
of cases against townships, future strategy, and authority to resolve
cases within specified limits, were not a form authorizing final settle-
ment that was made, maintained. or required to be kept on file under
Right to Know Law and therefore were not subject to disclosure to the
press. Adamar of New Jersey, Press v. Ocean City Joint Ins. Fund, 337
N.J.Super. 480 (A.D.2000).

Supp. 5-21-01
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11:15-2.23  Excess insurance and/or reinsurance

(a) Consistent with NJ.A.C. 11:15-2.6(a)6, each fund
providing primary or underlying coverage on a self-insured
or commercially insured basis shall secure excess insurance
or reinsurance in a form, in an amount and by an insurer, or
other entity authorized to provide such coverage in this
State pursuant to law, acceptable to the Commissioner, if
commercially available and not unreasonably priced, as de-
termined by the fund’s executive committee for each fund
year, and as approved by the Department and the Depart-
ment of Community Affairs.

1. Any approval by the Department pursuant to (a)
above shall be for a period not to exceed either the longer
of 12 months from the date of approval or the end of the
current fund year. Any fund seeking to extend the period
of the approval shall notify the Department not later than
45 days prior to the expiration of the term of the approv-
al. The notification shall specify the basis upon which the
executive committee has determined that excess insurance
or reinsurance required pursuant to (a) above is not
commercially available or is not reasonably priced, and
shall include all actions taken by the fund to obtain
required excess insurance or reinsurance.

(b) The policies of excess insurance and/or reinsurance
issued by an insurer to a fund shall provide single accident
(single occurrence) excess insurance, and aggregate excess
insurance, in accordance with this subsection.

1. Each fund shall maintain a minimum cap for aggre-
gate excess insurance in the appropriate amount depend-
ing upon the fund’s specific per occurrence retention and
the size of the fund’s cumulated budgeted losses as deter-
mined in accordance with Exhibit F in the Appendix
incorporated herein by reference. To the extent the fund
has different specific per occurrence retentions for differ-
ent lines, the fund shall utilize the highest specific occur-
rence retention. To the extent the specific per occur-
rence retention is not specified in Exhibit F, the fund
shall utilize the next highest applicable specific per occur-
rence retention set forth therein.

2. The fund’s aggregate self-insured retention for the
fund year shall be no greater than 125 percent of its
budgeted losses.

(c) Certificates of excess insurance and/or reinsurance
showing policy limits, specific and aggregate retentions, and
other information shall be available for the inspection of
each member and shall be filed with the Commissioner.

(d) Losses in excess of the established self-insurance re-
tention shall be borne by the excess carrier(s) according to
the terms and conditions of the excess contract(s). .

(e) Any proposed change in the terms or limits of excess
insurance and/or reinsurance shall be submitted to the
Department and the Department of Community Affairs for
approval at least 30 days prior to the effective date of the
proposed change.
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