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North Jersey Municipal Employee Benefits Fund
9 Campus Drive, Suite 216
Parsippany, NJ 07054
Telephone (201) 881-7632 Fax (201) 881-7633

June 3, 2022

Board of Fund Commissioners

North Jersey Municipal Employee Benefits Fund
9 Campus Drive, Suite 216

Parsippany, NJ 07054

Dear Commissioners:

The Annual Comprehensive Financial Report (ACFR) of the North Jersey Municipal Employee Benefits
Fund (NJMEBF) for the year ended December 31, 2021 is hereby respectfully submitted. Responsibility for
the accuracy of the presented data and the completeness and fairness of the presentation, including all
disclosures, rests with the NJMEBF. We believe the data, as presented, are accurate in all material respects;
that they are presented in a manner designed to fairly set forth the financial position and results of the
operations of the NJMEBF as measured by the financial activity of its various membership years; and that all
disclosures necessary to enable the reader to gain the maximum understanding of the NJMEBEF’s financial
affairs have been included.

The ACFR is presented in three sections: introductory, financial, and statistical. The introductory section
contains this transmittal letter, a list of the NJMEBF's members, a list of the NJMEBF's officers and an
organizational chart. The financial section includes a management discussion and analysis of financial results
and trends, the financial statements, as well as the independent auditors’ opinion on the financial statements.
The statistical section includes selected data covering the last ten years that the NJMEBF has been
operational.

The NJMEBF was formed under State statutes, which authorize local government entities to pool resources to
meet risk management needs. Specifically, the NJMEBF administers a program of self-funding and
commercial insurance, and reinsurance that provides protection to members in the areas of medical, dental,
vision, and prescription coverage. The NJMEBF also purchases reinsurance to cap its liabilities. The
NIMEBF performs a number of tasks in accomplishing its mission, including contracting for support services
such as claims and litigation management, financial management and reporting, actuarial services, and
general management.
Economic Conditions and Outlook

The NJMEBF's economic condition and its outlook are strong. The NJMEBF has provided its members with
stable assessments, comprehensive insurance, and responsive service. These factors have resulted in stability
of membership, which is expected to continue in the future. For the future, the NJMEBEF is evaluating ways
of strengthening its network of service providers and finding means of offsetting inflationary increases in
health care costs.
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NJMEBEF Initiatives

The NJMEBF benefited by virtue of its membership in the Municipal Reinsurance Health Fund by receiving
lower assessments for reinsurance, a modest dividend and receiving discounted pricing for contracts
negotiated for health joint insurance funds throughout the State. In 2021, through the MRHIF, the Fund has
contracted with an Express Scripts coalition which should provide the Fund competitive pricing and strong
rebates.

In addition, the NJMEBF continued its on-going, cyclical process for issuing “requests for proposals” from
NIMEBF vendors and service providers.

The NJMEBF expanded its wellness program by combining dividends and grants to assure greater activity
and by including additional entities in the development process.

Finally, the NJMEBF implemented programs to control the escalating cost of out of network claims.
Financial Management and Control

The financial statements have been prepared in conformity with accounting principles generally accepted in
the United States as promulgated by the Governmental Accounting Standards Board and necessarily include
amounts based upon reliable estimates and judgments. The NJMEBF's books are maintained on a full accrual
basis. A summary of significant accounting policies is discussed in more detail in the notes to the financial
statements found in the financial section.

Internal Accounting Structure

The NJMEBF's accounting system is organized so that each membership year can be evaluated separately.
The assets, liabilities, revenues, and expenses of each year and line of coverage are reported separately on a
full accrual basis. This practice is necessary because the composition of the NJMEBF's membership, and the
extent of participation within each line of coverage, varies from year to year.

The NJMEBF's management is responsible for establishing and maintaining an internal control structure
designed to ensure that assets are protected from loss, theft, or misuse and to ensure that adequate accounting
data are compiled to allow for the preparation of financial statements in conformity with generally accepted
accounting principles. Internal accounting controls are designed to provide reasonable assurance that these
objectives are being met. The concept of reasonable assurance recognizes that the cost of a control should
not exceed the benefits likely to be derived and that the evaluation of costs and benefits requires estimates
and judgments by management. All internal control decisions are made within the above framework.
Management believes that the NJMEBF's internal accounting controls adequately safeguard assets and
provide reasonable assurance of proper recording of financial transactions.

Investment Management

The NJMEBF‘s investments are made in accordance with the Local Fiscal Affairs Law and the NJMEBF's
Cash and Investment Management Plan. Investments for the year were limited to deposits in banks covered
by the Governmental Unit Depository Protection Act, and deposits in the New Jersey Cash Management
Fund, which is administered by the State of New Jersey's Division of Investments. In planning and executing
investments, the NJMEBF emphasizes liquidity and safety. After these objectives are met, the NJMEBF
seeks to optimize investment income.
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As of December 31, 2021, the NJMEBF's portfolio consisted of the following:

Checking and Savings Accounts $ 18,679,824 99.99%
Cash Management Funds 760 0.01%
$ 18,680,584 100.00%
Independent Audit

Nisivoccia LLP, independent accountants, provide an independent, objective review of the fairness of the
NJMEBF's reported financial position and results of operations. Their audit includes procedures they deem
necessary to express an opinion as to the fairness of the financial statements. Their opinion is included in the
financial section of this report.

Acknowledgments

Our appreciation is extended to each NJMEBF commissioner, and to the governing bodies of member
municipalities, for their commitment to risk management and intergovernmental risk pooling.

Respectfully submitted,

Grandon Lodics

Brandon Lodics, Executive Director
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Independent Member
BKR International

Independent Auditors' Report

The Honorable Chairperson and Members
of the Executive Committee

North Jersey Municipal Employee
Benefits Fund

Parsippany, New Jersey

Report on the Audit of the Financial Statements
Qualified Opinions

We have audited the accompanying financial statements of the North Jersey Municipal Employee Benefits Fund (the
"Fund") as of and for the years ended December 31, 2021 and 2020, and the related notes to the financial statements,
which collectively comprise the Fund’s basic financial statements as listed in the table of contents.

In our opinion, except for the effects of the matter described in the basis for qualified opinions section of our report,
the accompanying financial statements referred to above present fairly, in all material respects, the respective financial
position of the Fund as of December 31, 2021 and 2020 and the respective changes in financial position and cash
flows thereof for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Qualified Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS), audit requirements prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey (the “Division”), and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section
of our report. We are required to be independent of the Fund, and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our qualified audit opinions.

Matter Giving Rise to Qualified Opinions

As permitted by the Department of Community Affairs and Banking and Insurance, State of New Jersey, we did not
extend our audit to the reserve and underlying actuarial assumptions for Incurred But Not Reported (“IBNR”) reserve
amounts, since they are prepared by the Fund’s actuary.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.
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North Jersey Municipal Employee Benefits Fund
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In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Fund’s ability to continue as a going concern for
twelve months beyond the financial statement date, including any currently known information that may raise
substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with GAAS, Government Auditing Standards and audit requirements prescribed by the
Division will always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable
user based on the financial statements.

In performing an audit in accordance with GAAS, Government Auditing Standards and audit requirements prescribed
by the Division, we

. exercise professional judgment and maintain professional skepticism throughout the audit.

. identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

. obtain an understanding of internal control relevant to the audit 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 Fund’s internal control. Accordingly, no such opinion is expressed.

. evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

. conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Fund’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis and the accompanying Comparative Reconciliation of Claims Liabilities by Fund and Ten-Year Claims
Development Information Schedules be presented to supplement the basic financial statements. Such information is
the responsibility of management and, although not a part of the basic financial statements, are 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.
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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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Fund’s basic financial statements. The accompanying combining supplementary schedules are presented for
purposes of additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The 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
combining supplementary schedules are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information comprises
the introductory and statistical sections and the supplementary data but does not include the basic financial statements
and our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other information,
and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements, or
the other information otherwise appears to be materially misstated. If, based on the work performed, we conclude that
an uncorrected material misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 3, 2022 on our
consideration of the Fund’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is solely
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 effectiveness of the Fund’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the Fund’s internal control over financial reporting and compliance.

Mount Arlington, New Jersey
June 3, 2022 iscvaceia LL 2



Page 11

NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND

Management Discussion and Analysis

This section of the annual financial report of the Fund presents a discussion and analysis of the financial performance
of the Fund for the years ended December 31, 2021 and 2020. Please read it in conjunction with the basic financial
statements that follow this section.

Overview of Basic Financial Statements

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

Statement of Net Position — This statement presents information reflecting the Fund’s assets, liabilities, deferred
outflows and inflows of resources, and net position. Net position represents the amount of total assets and deferred
outflows of resources less total liabilities and deferred inflows of resources.

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

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

Financial Highlights

The following tables summarize the financial position and results of operations for the Fund as of and for the years
ended December 31, 2021, 2020, and 2019.
Summary Statement of Net Position

2020/2021 2019/2020
Percent Percent
2021 2020 Change 2019 Change
Assets:
Cash and Cash Equivalents $ 18,680,584 $ 14,707,876 27.01% 6,474,299 127.17%
Investments 6,253,500 -100.00% 18,356,748 -65.93%
Other Assets 3,724,506 5,574,193 -33.18% 2,924,307 90.62%
Total Assets 22,405,090 26,535,569 -15.57% 27,755,354 -4.39%
Liabilities:
Loss Reserves 3,043,000 2,786,000 9.22% 1,889,000 47.49%
Other Liabilities 2,556,852 3,245,312 -21.21% 1,841,574 76.22%
Total Liabilities 5,599,852 6,031,312 -7.15% 3,730,574 61.67%
Net Position $ 16,805,238 $ 20,504,257 -18.04% 24,024,780 -14.65%




Summary Statement of Revenue, Expenses, and Changes in Net Position

Operating Revenue:
Assessments and Other
Income

Operating Expenses:
Provision for Health
Claim Benefits
Reinsurance Premiums
Professional and
Contractual Services

Total Operating Expenses
Operating Income
Change in Investment

mn Joint Venture
Investment Income

Member Dividends

Change in Net Position
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2020/2021 2019/2020

Percent Percent

2021 2020 Change 2019 Change
$ 40972235 § 41,700,864 -1.75% $ 39,878,535 4.57%
34,675,979 32,182,797 7.75% 28,824,779 11.65%
3,896,183 3,410,126 14.25% 3,866,168 -11.80%
2,442,100 2,613,543 -6.56% 2,585,257 1.09%
41,014,262 38,206,466 7.35% 35,276,204 8.31%
(42,027) 3,494,398 -101.20% 4,602,331 -24.07%
(935,632) 176,974 628.68% (57,699) -406.72%
88,252 308,105 -71.36% 581,517 -47.02%
(2,809,612) (7,500,000) -62.54% (4,100,000) 82.93%
$ (3,699,019 $ (3,520,523) 5.07% $ 1,026,149 -443.08%

In 2021 Net Position decreased by 18.04% primarily due to an increase in expenses. Total assets decreased 15.57%

and total liabilities decreased by 7.15%.

Claims expense increased by 7.75%. During the year reinsurance premiums increased by 14.25%. Investment in
Joint Venture represents the value of the Fund’s share of the Municipal Reinsurance Health Insurance Fund of which
it is a member. Its share decreased in accordance with a decrease in the net position for that entity. Investment
income decreased by 71.36% due to a low interest rate environment. In 2021 the Fund paid a dividend of $2,809,612
as net position exceeded the Fund’s net position retention guidelines.

Economic Conditions

The NJMEBF continues to be affected by inflation of health benefit costs. NJMEBEF’s strategy is to continue to
attempt to moderate such increases by leveraging purchasing power with other Funds, using two of the largest and
most effective medical networks in the nation, and assisting members with plan design and labor negotiation efforts.
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NORTH JERSEY MUNCIPAL EMPLOYEE BENEFITS FUND

STATEMENT OF NET POSITION

ASSETS:

Cash & Cash Equivalents
Investments
Accrued Interest Receivable
Receivables:
Employers' Contributions
Due from Reinsurers
Other Receivable
Rebates Receivable
Investment in Joint Venture

Total Assets

LIABILITIES:

Loss Reserves for Estimated Health Claims
Incurred But Not Reported (unaudited)

Accounts Payable - Vendors

Accrued Expenses

Member Dividends Payable

Prepaid Employers' Contributions

Total Liabilities

NET POSITION:

Unrestricted

Total Net Position

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS ARE

December 31,
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2021 2020

§ 18,680,584 $ 14,707,876
6,253,500

57,745

193,512 254,229
1,452,686 1,948,008
26,655 735,096
1,058,170 650,000
993,483 1,929,115
22,405,090 26,535,569
3,043,000 2,786,000
605 5,846
146,252 218,919
2,407,034 3,020,547

2,961

5,599,852 6,031,312
16,805,238 20,504,257

$ 16,805,238 $ 20,504,257

AN INTEGRAL PART OF THIS STATEMENT
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NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND
STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET POSITION

For The Year
Ended December 31,
2021 2020
Operating Revenue:
Regular Assessments from Members $ 40,670,713 $ 41,372,273
Employees' Contributions 301,522 304,936
Other Income 23,655
Total Operating Revenue 40,972,235 41,700,864
Operating Expenses:
Provision for Health Claim Benefits (Net of reinsurance of
$1,452,685 and $2,001,245 for 2021 and 2020, respectively) 34,675,979 32,182,797
Reinsurance Premiums (Net of Dividend of $490,704 and $707,674
for 2021 and 2020, respectively) 3,896,183 3,410,126
Administration 385,376 378,581
Claims Administration 864,624 904,414
Other Contractual/Non-Contractual Expenses 1,192,100 1,330,548
Total Operating Expenses 41,014,262 38,206,466
Operating Income/(Loss) (42,027) 3,494,398
Non-operating Revenue/(Expense):
Change in Investment in Joint Venture (935,632) 176,974
Investment Income 88,252 308,105
Income/(Loss) Before Other Revenue
Expenses and Transfers (889,407) 3,979,477
Member Dividends (2,809,612) (7,500,000)
Change in Net Position (3,699,019) (3,520,523)
Net Position January 1 20,504,257 24,024,780
Net Position December 31 $ 16,805,238 $ 20,504,257

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS ARE
AN INTEGRAL PART OF THIS STATEMENT



NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND

STATEMENT OF CASH FLOWS

Cash Flows from Operating Activities:
Assessments Collected
Wellness Program
Benefits Paid
Rebates and Advances
Reinsurance Premiums Paid
General and Administrative Expenses Paid

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:
Proceeds from Sales and Maturities of Investment Securities
Purchase of Investment Securities
Investment Income

Net Cash Provided/(Used) by Investing Activities

Cash Flows from Noncapital Financing Activities:
Net Assets Distribution to Participating Members

Net Cash Used in Noncapital Financing Activities

Net Increase/(Decrease) in Cash
Cash at Beginning of Year
Cash at End of Year

Reconciliation of Operating Income/(Loss)to Net Cash Provided/(Used) by
Operating Activities:
Operating Income
Adjustments to Reconcile Operating Income/ (Loss) to Net Cash
Provided/(Used) by Operating Activities:
Changes in Assets and Liabilities:
(Increase)/Decrease in Employers' Contributions Receivable
(Increase)/Decrease in Due from Reinsurers
(Increase)/Decrease in Other Recievable
(Increase)/Decrease in Rebates Receivable
Increase/(Decrease) in Accounts Payable
Increase/(Decrease) in Accrued Expenses
Increase/(Decrease) in Loss Reserves
Increase/(Decrease) in Prepaid Employers' Contributions

Net Cash Provided by Operating Activities
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For The Year
Ended December 31,
2021 2020
41,035,913 $ 42,297,285
23,655
(34,418,979) (31,285,797)
795,593 (3,145,371)
(3,896,183) (3,410,126)
(2,520,008) (2,556,797)
996,336 1,922,849
6,316,038 12,406,586
(62,538) (356,586)
145,997 413,736
6,399,497 12,463,736

(3,423,125)

(6,153,008)

(3,423,125)

(6,153,008)

3,972,708 8,233,577
14,707,876 6,474,299
18,680,584  $ 14,707,876
(42,027) $ 3,494,398
60,717 620,076
495,322 (1,774,694)
708,441 (720,677)
(408,170) (650,000)
(5,241) (13,320)
(72,667) 70,066
257,000 897,000
2,961
996,336 $ 1,922,849

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS ARE

AN INTEGRAL PART OF THIS STATEMENT
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NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021

NATURE OF OPERATIONS

The North Jersey Municipal Employee Benefits Fund (the "Fund") was created on January 1, 1993 in
accordance with P.L. 1983, C.372, entitled "An act concerning joint insurance funds for local units of
government, and supplementing Chapter 10 of Title 40A of the New Jersey statutes". The Fund is both an
insured and self-administered group of local governmental units established for the purpose of providing
low-cost insurance coverage for the member local governmental units in order to keep local property taxes
at a minimum,

The following health benefit coverages are offered by the Fund to its members:

a) Medical
b)  Prescription
c) Dental

The initial members established the Fund for the purpose of containing medical costs. The
Commissioners/Executive Committee of the Fund may approve subsequent membership by a two- thirds
vote of the full authorized membership or may terminate any member by a majority vote, after proper
notice has been given.

In prior years, participating employees had an open enrollment period each year during the month of
November, during which they were able to switch between the regular indemnity plan, the HMO option or
the PPO option. The changes were effective at the beginning of the next calendar year. Local units, which
joined the Fund effective July 1 or later, and which conducted an open enrollment at the time they joined
the fund, could defer their next open enrollment period until November of the following fund year.
However, in 2004, the Fund discontinued all HMO’s and incorporated them into the indemnity fund. The
Fund has 28 members at December 31, 2021 of which 27 are municipalities and 1 is a school district.

The Executive Director and Administrator are responsible for the overall administration of the Fund. Fees
paid to the Executive Director and Administrator encompass all administrative duties which are performed
at their offices. Accordingly, the Fund does not maintain any fixed assets or incur any payroll expense.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing government accounting and financial reporting principles. The more significant of the Fund’s
accounting policies are described below.

Reporting Entity

Governmental Accounting Standards Board ("GASB") Codification Section 2100, "Defining the Financial
Reporting Entity" establishes standards to determine whether a governmental component unit should be
included in the financial reporting entity. Component units are legally separate organizations for which the
elected officials of the primary government are financially accountable. In addition, component units can be
other organizations for which the nature and significance of their relationship with a primary government
are such that exclusion would cause the reporting entity's financial statements to be misleading. The
primary government is financially accountable if it appoints a voting majority of the organization's
governing body and (1) it is able to impose its will on that organization or (2) there is a potential for the
organization to provide specific financial benefits to, or impose specific financial burdens on, the primary
government. A legally separate, tax-exempt organization should be reported as a component unit of a
reporting entity if all of the following criteria are met: (1) The economic resources received or held by the
separate organization are entirely or almost entirely for the direct benefit of the primary government, its
component units, or its constituents. (2) The primary government, or its component units, is entitled to, or
has the ability to otherwise access, a majority of the economic resources received or held by the separate
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NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021
(Continued)

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Reporting Entity (Cont'd)

organization. (3). The economic resources received or held by an individual organization that the specific
primary government, or its component units, is entitled to, or has the ability to otherwise access, are
significant to that primary government. The combined financial statements include all funds of the Fund
over which the Fund exercises operating control. There were no additional entities required to be included
in the reporting entity under the criteria as described above, in the current fiscal year. Furthermore, the Fund
is not includable in any other reporting entity on the basis of such criteria.

Basis of Accounting

The Fund utilizes the accrual basis of accounting whereby revenue is recorded as earned and expenses are
reflected as the liability is incurred. The Fund utilizes total economic resources as their measurement
focus. Operating revenue, such as charges for services, result from exchange transactions associated with
the principal activity of the Fund. Exchange transactions are those in which each party receives and gives
up essentially equal value. Nonoperating revenue, such as subsidies and investment earnings, results from
nonexchange transactions or ancillary activities. Nonexchange transactions, in which the Fund gives or
receives value without directly receiving or giving equal value in exchange, generally do not occur, with
the exception of investment earnings.

Income Taxes

The Fund, as an instrumentality of the State of New Jersey and therefore a governmental entity, has
determined itself to be a tax-exempt organization and not subject to either federal or state income taxes.

Investments

The Fund generally records investments at fair value and records the unrealized gains and losses as part of
investment income. Fair value is the price that would be received to sell an investment in an orderly
transaction between market participants at the measurement date. The Fund categorizes its fair value
measurements 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.

Assessments

The gross claim fund assessment is determined by the actuary and, when combined with expense and
premium projections, constitutes the Fund's budget. Assessments for participating municipalities are
determined by underwriting criteria established by the Executive Committee and are certified by a majority
vote of the Fund Commissioners. Assessments are adjusted on a monthly basis to reflect changes in the
plan of benefits and employee census, utilizing a rating structure approved by the actuary.

Unpaid Claims Liabilities (Unaudited)

The Fund establishes claims liabilities based on estimates of the ultimate cost 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. Estimated amounts of reinsurance recoverable on unpaid claims are deducted from
the liability for unpaid claims. Because actual claims costs depend on such complex factors as inflation,
and future changes in claim severity and frequency, the process used in computing claims liabilities does
not necessarily result in an exact amount. Claims liabilities are recomputed periodically using a variety of
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Unpaid Claims Liabilities (Unaudited) (Cont'd)

actuarial and statistical techniques to produce current estimates that reflect recent developments, claim
frequency and severity 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 charged
or credited to expense in the periods in which they are made. Amounts shown as negative loss reserves, if
any, in Note 3 represent payments to the Claims Servicing Agents in excess of claims paid on the Fund's
loss runs. These amounts are shown on the Balance Sheet as Advances to Claims Servicing Agents.

In accordance with practices prescribed or permitted by the Departments of Community Affairs and
Banking and Insurance, State of New Jersey, the audit procedures were not extended to the underlying
actuarial assumptions for Incurred But Not Reported (IBNR) reserve amounts since they are prepared by
the Fund's Actuary.

Management Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates
and assumption that affect the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Reinsurance

The Fund provides coverage on a self-insured basis and secures excess insurance and/or reinsurance in a
form and an amount from an insurance company acceptable to the Commissioner of Banking and
Insurance. The Fund uses reinsurance agreements to reduce its exposure to large losses on certain types of
insurance. Reinsurance permits recovery of a portion of losses from reinsurers, although it does not
discharge the primary liability of the Fund as direct insurer of the risks reinsured. The Fund does not report
reinsured risks as liabilities unless it is probable that those risks will not be covered by reinsurers. The
policy form includes provisions for aggregate reinsurance in addition to specific (individual) reinsurance.

The Fund's reinsurance agreements are on a 12/24 exposure period covering claims incurred during the 12-
month policy period from January 1 to December 31, which are paid within 24 months of the policy's
inception or by December 31 of the subsequent year. Reinsurance premiums amounted to $3,896,183 and
$3,410,126 for the years ended December 31, 2021 and 2020, respectively. $1,452,685 and $2,001,245
was deducted from loss reserves for the years ended December 31, 2021 and 2020, respectively, for
reinsurance.
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NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Reinsurance (Cont’d)

The limits of liability under the various coverages are as follows:

A. Funds Self-Insured Retention (S.I.R.) Limit of Liability:

1. Medical:
Fund Year
2021 2020
a. $ 375,000 § 350,000 Specific limit applied per enrolled employee per reinsurance
policy year.
b. Not Purchased $ Not Purchased Aggregate limit of liability applies for claims incurred in the

reinsurance policy year. This amount is adjusted to reflect
the actual membership of the Fund, the effective date of
membership, and changes in the census and plan design of
member local units.

B. Excess Insurers' Limit of Liability:

1. Medical:
Fund Year
2021 2020
a. N/A $9,625,000 Reimbursement in excess of the Fund's specific S.LR. or
$375,000 per enrolled employee.
b. N/A $10,000,000 Reimbursement in excess of the Fund's aggregate S.I.R.

NOTE 3: LOSS RESERVES (Unaudited)

The liability for unpaid losses and loss adjustment expenses represents an estimate of the ultimate net cost
of all losses and loss adjustment expenses incurred but not yet paid as of December 31, 2021. This estimate
is based on the estimated ultimate cost of settling the claims considering the historical experience of the
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NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021
(Continued)

NOTE 3: LOSS RESERVES (Unaudited) (Cont'd)

Fund, various other industry statistics, including the effects of inflation and other societal or economic
factors, and the Fund's self-insured retention level. Management believes that the liability for unpaid losses
is adequate to cover the ultimate cost of unreported claims incurred but not yet paid. However, the ultimate
cost may be more or less than the estimated liability. The unpaid losses are stated net of any recoveries
from excess-loss insurance or reinsurance. The Fund has created a loss reserve for any reported and
potential unreported losses which have taken place but in which the Fund has not received notices or
reports of losses. Amounts shown as negative Imprest Account, if any, represent payments to the Claims
Servicing Agents in excess of claims paid on the Fund's loss runs. This amount is shown on the Balance
Sheet as Advances to Claims Servicing Agents. Loss reserves, which have been estimated by the Fund's
Actuary, are as follows:

2021 2020
Losses Incurred but not Reported (unaudited) $ 3,043,000 $ 2,786,000
Total Loss Reserves $ 3,043,000 $ 2,786,000

The following represents changes in the aggregate reserves for the Fund:

2021 2020
Unpaid Claims and Claim Adjustment Expenses,
Beginning of Year $ 2,786,000 $ 1,889,000
Incurred Claims and Claim Adjustment Expenses:
Provision for Insured Events of the Current Period 32,929,386 32,093,149
(Decrease)/Increase in Provision for Insured Events
of Prior Years 1,746,593 89,648
Total Incurred Claims and Claim Adjustment Expenses 34,675,979 32,182,797
Payments:
Claims and Claim Adjustment Expenses Attributable
to Insured Events of the Current Period 29,886,385 29,307,154
Claims and Claim Adjustment Expenses Attributable
to Insured Events of Prior Years 4,532,594 1,978,643
Total Payments 34,418,979 31,285,797
Total Unpaid Claims and Claim Adjustment Expenses,
End of Year $ 3,043,000 $ 2,786,000

A contingent liability exists with respect to reinsurance coverage which would become an actual liability in
the event the reinsuring company might be unable to meet its obligations to the Fund under existing
reinsurance agreements.
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NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021
(Continued)

NOTE 4: CASH AND CASH EQUIVALENTS

GASB requires disclosure of the level of custodial credit risk assumed by the Fund in its cash, cash
equivalents and investments, if those items are uninsured or unregistered. Custodial risk is the risk that in
the event of bank failure, the government’s deposits may not be returned.

Interest Rate Risk — In accordance with its cash management plan, the Fund ensures that any deposit or
investments matures within the time period that approximates the prospective need for the funds, deposited
or invested, so that there is not a risk to the market value of such deposits or investments.

Credit Risk — The Fund limits its investments to those authorized in its cash management plan which are
permitted under state statutes as detailed in Note 5.

Custodial Credit Risk — The Fund’s policy with respect to custodial credit risk requires that the Fund
ensures that Fund’s cash and cash equivalents are only deposited in financial institutions in which NJ
insurance funds are permitted to invest their cash and cash equivalents.

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey, which are
insured by the Federal Deposit Insurance Corporation (FDIC) or by any other agencies of the United States
that insure deposits or the State of New Jersey Cash Management Fund.

New lJersey statutes require public depositories to maintain collateral for deposits of public funds that
exceed insurance limits as follows:

The market value of the collateral must equal 5% of the average daily balance of public funds; and in
addition

If the public funds deposited exceed 75% of the capital funds of the depository, the depository must
provide collateral having a market value equal to 100% of the amount exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank, the Federal Home Loan Bank Board or a
banking institution that is a member of the Federal Reserve System and has capital funds of not less than

$25,000,000.
As of December 31, cash and cash equivalents of the Fund consisted of the following:
2021 2020
Checking and Savings Accounts $18,679,824 $14,707,116
Cash Management Funds 760 760

$ 18,680,584 $14,707,876

The carrying amount of the Fund's cash and cash equivalents at cost at December 31, 2021 was $18,680,584
and the bank balance was $18,689,174. The $760 invested with the State of New Jersey Cash Management
Fund is uninsured and unregistered.

The carrying amount of the Fund's cash and cash equivalents at cost at December 31, 2020 was $14,707,876
and the bank balance was $14,520,299. The $760 invested with the State of New Jersey Cash Management
Fund is uninsured and unregistered.
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NOTE 5: INVESTMENTS

New Jersey statutes permit the Fund to purchase the following types of securities:

(1

2
A3)

“

)

(6)
(7

®)

©)

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, which security has a maturity date not greater than 397 days from the date
of purchase, provided that such obligation bears a fixed rate of interest not dependent on any
index or other external factor;

Bonds or other obligations of the local unit or bonds or other obligations of school districts of
which the local unit is a part or within which the school district is located;

Bonds or other obligations, having a maturity date not more than 397 days from the date of
purchase, issued by New Jersey school districts, municipalities, counties, and entities subject to
the “Local Authorities Fiscal Control Law” P.L. 1983, c. 313 (C.40A:5A-1 et seq.) Other
bonds or obligations having a maturity date not more than 397 days from the date of purchase
may be 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 established pursuant to section 1
of P.L. 1977, ¢.281 (C.52:18 A-90.4); or

Agreements for the repurchase of fully collateralized securities if:

(a) the underlying securities are permitted investments pursuant to paragraphs (1) and
(3) of this subsection a. or are bonds or other obligations, having a maturity date
not more than 397 days from the date of purchase, issued by New Jersey school
districts, municipalities, counties and entities subject to the “Local Authorities
Fiscal Control Law”, P.L. 1983 ¢.313 (C.40A:5A-1 et seq.);

(b) the custody of collateral is transferred to a third party;
(c) the maturity of the agreement is not more than 30 days;

(d) the underlying securities are purchased through a public depository as defined in
section 1 of P.L. 1970, ¢.236 (C.17:9-41); and

(e) a master repurchase agreement providing for the custody and security of collateral
is executed.

Debt obligations of federal agencies or government corporations with maturities not to exceed
10 years from the date of purchase, excluding mortgage backed or derivative obligations,
provided that the investments are purchased through the State Division of Investment and are
invested consistent with the rules and regulations of the State Investment Council.
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DECEMBER 31, 2021
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INVESTMENTS (Cont'd)

All of the Fund’s investments are recorded at fair value based on quoted market prices (Level 1 inputs).
The investments are held by the Fund’s custodial bank trust department in the Fund’s name. The bank’s
trust department is also its agent in purchasing and selling the securities. The investments are uninsured
and unregistered. All of the funds held by the custodial bank are held in a fiduciary account, in the Fund’s
name, and are backed by the full faith and credit of the U.S. Government. As such, they are protected in the
event of bankruptcy of the bank.

Investments at December 31, 2020 consisted of the following recurring fair value measurements as Level 1
inputs:

Balance Weighted Average

Dec. 31,2020 Maturity in Months
U.S Treasury Notes $ 6,253,500 36.00
$ 6,253,500 36.00

The Fund did not hold any investments at December 31, 2021.

MINIMUM NET POSITION REQUIREMENTS

The State of New Jersey has no statutory minimum net position requirements.

The Fund has accumulated deficit net position accounts as follows:

Fund Year 2020 - Medical $ 2,097,006
Fund Year 2021 - Administration $ 327942
Fund Year 2021 - Medical $ 1,420,761
Fund Year 2021 - Reinsurance $ 27977

MEMBERSHIP IN JOINT INSURANCE FUND

The Fund is a member of the Municipal Reinsurance Health Insurance Fund (the “MRHIF”*). The MRHIF
is an insured and self-administered group of health insurance funds established for the purpose of providing
low-cost health insurance coverage for their respective members in the form of reinsurance. Each member
appoints an official to represent their respective entity for the purpose of creating a governing body from
which officers for the MRHIF are elected.

As a member of the MRHIF, the Fund could be subject to supplemental assessments in the event of
deficiencies. If the assets of the MRHIF were to be exhausted, members would become responsible for
their respective shares of the MRHIF’s liabilities.

The MRHIF can declare and distribute dividends to members upon approval of the State of New Jersey
Department of Banking and Insurance. These distributions are divided among the members in the same
ratio as their individual assessment relates to the total assessments of the membership body.
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NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021
(Continued)

MEMBERSHIP IN JOINT INSURANCE FUND (Cont'd)

The Fund’s equity interest in the MRHIF was $993,483 and $1,929,115, respectively, at December 31, 2021
and 2020. The Fund received a dividend in the amount of $490,704 and $707,674 during the years ending
December 31, 2021 and 2020, respectively.

Selected, summarized financial information for the MRHIF as of December 31, 2021 is as follows:

Total Assets $ 31,621,075
Net Position $ 9,687,884
Total Revenue $ 17,087,032
Total Expenses $ 19,975,765
Change in Net Position $  (7,388,733)
Member Dividends $ 4,500,000

Financial statements for the MRHIF are available at the office of the MRHIF’s Executive Director:

PERMA Risk Management Services
9 Campus Drive, Suite 216
Parsippany, NJ, 07054
201-881-7632

CONTINGENT LIABILITIES

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

SUBSEQUENT EVENTS

The COVID-19 outbreak in the United States and specifically in New Jersey continues to have an impact on
the Fund’s operations and finances. Though the impact on the Fund’s finances cannot be reasonably
estimated at this date, the following is likely to continue through at least mid-year 2022: Interest on
investments continues to be severely negatively impacted.

NOTE 10: OTHER RECEIVABLES

As of December 31, 2021, the NJMEBF's other receivables consisted of the following

Miscellaneous $ 26,655

$ 26,655
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NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND

COMBINING SCHEDULE OF NET POSITION

ASSETS:

Cash and Cash Equivalents
Accrued Interest Receivable
Receivables:
Employers' Contributions
Due from Reinsurers
Other Receivable
Rebates Receivable
Investment in Joint Venture

Total Assets

LIABILITIES:

Loss Reserves for Estimated Health
Claims Incurred But Not Reported (unaudited)
Accounts Payable - Vendors
Accrued Expenses
Member Dividends Payable
Prepaid Employers' Contributions

Total Liabilities

NET POSITION:
Unrestricted

Total Net Position

DECEMBER 31, 2021
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Fund Year

Closed Years 2020 2021 Total

$ 15,717,208 $ 451,407 $ 2,511,969 $ 18,680,584
(205) 205

193,512 193,512
988,458 464,228 1,452,686
26,655 26,655
1,058,170 1,058,170
993,591 26,256 (26,364) 993,483
16,710,594 1,466,326 4,228,170 22,405,090
3,043,000 3,043,000
605 605
146,252 146,252
2,407,034 2,407,034
2,643 318 2,961
2,407,034 2,643 3,190,175 5,599,852
14,303,560 1,463,683 1,037,995 16,805,238
$ 14,303,560 $ 1,463,683 $ 1,037,995 $ 16,805,238




NORTH JERSEY MUNICIPAL EMPLOYEE BENEFITS FUND

COMBINING SCHEDULE OF OPERATIONS AND CHANGES IN NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2021

Operating Revenue:
Assessments from
Participating Members
Employees' Contributions

Total Operating Revenue
Operating Expenses:
Provision for Health Claim Benefits, net
Reinsurance Premiums, net
Administration
Claims Administration

Other Contractual/Non-Contractual
Expenses

Total Operating Expenses
Operating Income/(Loss)
Non-operating Revenue/(Expense):
Change in Investment in Joint Venture

Investment Income

Income/(Loss) before Other Revenue, Expenses,
Gains, Losses and Transfers

Member Dividends
Change in Net Position
Net Position January 1

Net Position December 31
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Fund Year
Closed Years 2020 2021 Total

$ 40,670,713 $ 40,670,713

301,522 301,522

40,972,235 40,972,235

$ 147,259 $ 1,599,334 32,929,386 34,675,979

(490,704) 4,386,887 3,896,183

385,376 385,376

864,624 864,624

(9,000) (148,381) 1,349,481 1,192,100

(352,445) 1,450,953 39,915,754 41,014,262
352,445 (1,450,953) 1,056,481 (42,027)
(460,327) (448,941) (26,364) (935,632)

65,017 15,357 7,878 88,252
(42,865) (1,884,537) 1,037,995 (889,407)
(2,809,612) (2,809,612)
(2,852,477) (1,884,537) 1,037,995 (3,699,019)

17,156,037 3,348,220 20,504,257

$ 14,303,560 $ 1,463,683 $ 1,037,995 $ 16,805,238
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Mount Arlington, NJ
Newton, NJ
Bridgewater, NJ

%\?‘7 N I S IVO C C IA 973.298.8500

. / nisivoccia.com
.d ASSURANCE - TAX - ADVISORY

Independent Member
BKR International

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 Auditors' Report

The Honorable Chairperson and Members
of the Executive Committee

North Jersey Municipal Employee
Benefits Fund

Parsippany, New Jersey

We have audited, in accordance with the auditing standards generally accepted in the United States of America, audit
requirements prescribed by the Division of Local Government Services, Department of Community Affairs, State of
New Jersey, and the standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States, the financial statements of the North Jersey Municipal Employee
Benefits Fund (the "Fund") as of and for the years ended December 31, 2021 and 2020, and the related notes to the
financial statements, which collectively comprise the Fund’s basic financial statements, and have issued our report
thereon dated June 3, 2022. That qualified report also indicated that the scope of our audit did not include the IBNR
reserves as permitted by the Departments of Community Affairs and Banking and Insurance, State of New Jersey.

Report on Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the Fund’s financial 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 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 material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses or significant deficiencies may exist that were not
identified.
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The Honorable Chairperson and Members

of the Board of Fund Commissioners

North Jersey Municipal Employee Benefits Fund
Page 2

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Fund's financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the financial statements. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

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
in considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

Mount Arlington, New Jersey

June 3, 2022 Vcocuaeccia LL 2
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