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The proposed new rule would require that when JIF’s provide blanket bonds to cover persons in the named positions, the JIF’s Plan of Risk Management must also include underwriting guidelines that include, but are not limited to, background checks and credit checks with respect to chief financial officers, tax collectors, municipal court judges and administrators to be covered by the blanket bond.

JIF’s and local units will be advised when the notice of the proposed new rule is published and given the opportunity to comment on them.
Until these rules are adopted and JIF’s receive Department approval of their amended Plans of Risk Management, JIF’s cannot provide coverage to the named positions through blanket bonds.  Local units should plan on continuing their existing coverage until early 2007.

Approved: Susan Jacobucci, Director
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New Legislation


Employee Bonding and Joint Insurance Funds





� HYPERLINK "http://www.njleg.state.nj.us/2006/Bills/AL06/50_.PDF" ��P.L. 2006, c. 50�, enacted on July 20, 2006, amended N.J.S.A. 40A:5-34.1 to provide that employee surety blanket bond insurance coverage may be provided by a Joint Insurance Fund (JIF).  The laws also allows JIF’s to include those positions that require individual bonds at specified limits (� HYPERLINK "http://www.nj.gov/dca/lgs/rules/existing/5_30/njac_5308.pdf" ��N.J.A.C. 5:30-8.4 et seq.�) as part of the blanket bond, provided the blanket bond meets the requirements for individual bond amounts, rights of cancellation, and the governmental agencies in whose favor it runs.  





The law affects individual surety bonds for the following named positions: tax collector, municipal court administrator and judge, and chief financial officer.  These bonds have two purposes:


To provide reimbursement to the employer in the event the employee engages in theft or actions that result in the loss of public funds; and,


To screen out those individuals whose background, employment, and personal history is not consistent with public employment; and apply appropriate underwriting criteria to manage the risks inherent in the control of public funds.





As the statute relates to joint insurance funds, those provisions are subject to rules of the Department of Banking and Insurance.  As such, the Department and the Division of Local Government Services have consulted with each other on the application of the law to JIF’s and how it affects surety bonds.  By applying the concept of a blanket bond that applies to all employees (which are legally optional under the law), the law meets the first of the two purposes set forth above, e.g. of individual surety bonds; providing reimbursement for loss of funds.





The Department will shortly propose amendments to its rules regulating JIF’s at N.J.A.C. 11:15-2.6(e) to address the second purpose, the application of appropriate underwriting criteria for the named positions.  Given the requirements of the rule-making process, it is expected that these rules will be adopted in summer of 2007.








Contact Information





Director's Office


V.  609.292.6613


F.  609.292.9073


Local Government Research


V.  609.292.6110


F.  609.292.9073


Financial Regulation�and Assistance


V.  609.292.4806


F.  609.984.7388


Local Finance Board


V.  609.292.0479


F.  609.633.6243


Local Management Services


V.  609.292.7842


F.  609.633.6243


Authority Regulation


V.  609.984.0132


F.  609.984.7388


Mail and Delivery


101 South Broad St.


PO Box 803


Trenton, New Jersey


08625-0803


Web: � HYPERLINK "http://www.nj.gov/dca/lgs" ��www.nj.gov/dca/lgs�


E-mail: � HYPERLINK "mailto:dlgs@dca.state.nj.us" ��dlgs@dca.state.nj.us�








Distribution


Municipal and Freeholder Board Clerks


Chief Financial Officers


Joint Insurance Funds

















