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ACIA

Mlantic County Improvement Authority
1333 Alantic Avenue, Suite 700 - AHantic City, NJ 08401
Phone: 609-343-2390  Fax: 609-343-2188 May 9, 2018

John C. Lamey, Ir.
Executive Director

Chairperson Foster and Authority Commissioners:

Presented to you are the audited financial statements for the 2017 year. There are separate financial statements for the
Administrative, Bond, Grant and Agency Funds, consistent with prior years. The financial statements are presented
separately for the Administrative Fund, each bond issue and each grant and agency fund because each is separate and
distinct.

The report is presented in three sections: introductory, financial and single audit. The introductory section consists of
this transmittal letter. The financial section includes the basic financial statements and schedules, management’s
discussion and analysis as well as the independent auditors’ report thereon. The Authority is required to undergo an
annual single audit in conformity with the provisions of the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Information related to this single audit, including the auditors’ report on internal control
and compliance with applicable laws and regulations and findings and recommendations are included in the single
audit section of this report.

Government Auditing Standards and New Jersey statutes require that the Atlantic County Improvement Authority
publish a complete set of financial statements presented in conformance with accounting principles generally accepted
in the United States of America and audited in accordance with generally accepted auditing standards. The financial
statements for the 2017 year are presented as required.

The Management Discussion & Analysis (“MD&A”) report consists of management’s representations concerning the
finances of the Administrative, Bonds, Grant, and Agency Funds. Management assumes full responsibility for the
completeness and reliability of all the information presented in the MD&A.

Regarding the reliability of the statements presented, a reasonable internal control framework and procedures exist to
protect the Authority’s assets from loss, theft or misuse. This internal control framework provides a basis that allows
staff to compile sufficient and reliable information for the preparation of the Authority’s financial statements in
conformity with GAAP and for the audit by the Authority’s independent auditor. Because the cost of internal controls
should not outweigh their benefits, the internal controls cannot provide an absolute assurance, but can provide
reasonable assurance as to the credibility and accuracy of the financial statements.

The Authority’s staff prepared the basic financial statements and the supplemental financial statements and schedules
as discussed above. Holman Frenia Allison, PC, a firm of licensed certified public accountants, has audited and
opined on the Authority’s financial statements. The goal of an independent audit is to provide reasonable assurance as
to the validity of the financial statements. This involves examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing estimates and calculations utilized, assessing supplemental
information provided or gathered by the auditors and assessing the overall financial statements presentation. The
auditors have opined that the basic financial statements, which were prepared in accordance with generally accepted
accounting principles and audited in accordance with generally accepted auditing standards present fairly, in all
material respects, the financial position of the Atlantic County Improvement Authority as of December 31, 2017.

Sincerely,

Ly J
4 / |

John C. Lamey, Jr., Execut" e Director
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Certified Public Accountants & Consultants WWW.hfanas.com

INDEPENDENT AUDITOR’S REPORT

Honorable Chairman and Members
of the Atlantic County Improvement Authority,
Atlantic City, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of business-type activities of the Atlantic County
Improvement Authority, a component unit of the County of Atlantic, State of New Jersey, as of and for the
years ended December 31, 2017 and 2016, and the related notes to the financial statements, which
collectively comprise the Authority’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 opinions on these financial statements based on our audit. 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 standards prescribed by the Local
Finance Board and by 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 opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Atlantic County Improvement
Authority, a component unit of the County of Atlantic, State of New Jersey, as of December 31, 2017 and
2016, 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.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and other required supplementary information 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 opinions on the financial statements that collectively
comprise the Atlantic County Improvement Authority’s basic financial statements. The introductory
section, accompanying schedule of appropriations compared to budget - administrative fund, and other
supplementary information as listed in the table of contents, are presented for purposes of additional
analysis as required by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey, and are not a required part of the basic financial statements. The accompanying
schedule of expenditures of federal awards, is presented for purposes of additional analysis as required by
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, is also presented for purposes of additional
analysis and is not a required part of the basic financial statements.

The accompanying schedule of appropriations compared to budget - administrative fund, other
supplementary information and the schedule of expenditures of federal awards are the responsibility of
management and were derived from and relates 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 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 schedule of appropriations compared to budget -
administrative fund, other supplementary information and schedule of expenditures of federal awards are
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.



The introductory section as listed in the table of contents have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 9, 2018,
on our consideration of the Authority’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 Authority’s internal control over
financial reporting and compliance.

Respectively Submitted,

el fZ.euiv, Y Jyion

HOLMAN FRENIA ALLISON, P.C.
Certified Public Accountants

May 9, 2018
Toms River, New Jersey



ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

MANAGEMENT'S DISCUSSION AND ANALYSIS
This section presents management's analysis of the Authority's financial condition and
activities for the year. This information should be read in conjunction with the financial

statements.

Financial Highlights

The following are key financial highlights:

e Total assets and deferred outflows of resources at year-end were $37,697,499 and
exceeded liabilities and deferred inflows of resources in the amount of $1,322,857 (i.e.
net position).

e Operating revenues were $5,179,064, an increase from year 2016 in the amount of

$1,214,884. This primarily resulted from an increase in grants, fees and foreclosure
registries compared to 2016.

e Operating expenses increased $1,508,908 from 2016, which was primarily the result
of an increase in grant related expenses and AC demo expenses.

Overview of Annual Financial Report

Management's Discussion and Analysis (“MD&A”") serves as an introduction to, and should be
read in conjunction with, the basic audited financial statements and supplemental information.
The MD&A represents management's examination and analysis of the Authority's financial
condition and performance. Summary financial statement data, key financial and operational
indicators used in the Authority's budget, bond resolutions and other management tools were
used for this analysis.

The financial statements report information about the Authority using full accrual accounting
methods as utilized by similar business activities in the private sector. The financial
statements include a Statement of Net Position; a Statement of Revenues, Expenses, and
Changes in Net Position; a Statement of Cash Flows; and Notes to the Financial Statements.

The Statement of Financial Position presents the financial position of the Authority on a full
accrual historical cost basis. The Statement of Financial Position presents information on all
of the Authority's assets and liabilities with the difference reported as net positions. Over
time, increases and decreases in net positions are one indicator of whether the financial
position of the Authority is improving or deteriorating.

While the Statement of Financial Position provides information about the nature and amount
of resources and obligations at year-end, the Statement of Revenues, Expenses, and
Changes in Net Position presents the results of the business activities over the course of the
fiscal year and information as to how the net position changed during the year. All changes in
net position are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of the related cash flows. This Statement also provides certain
information about the Authority's recovery of its costs.



Overview of Annual Financial Report (continued)

The Statement of Cash Flows presents changes in cash and cash equivalents, resulting from
operational, financing, and investing activities. This Statement presents cash receipts and
cash disbursement information, without consideration of the earnings event, when an
obligation arises, or depreciation of capital assets.

The Notes to the Financial Statements provide required disclosures and other information that
are essential to a full understanding of material data provided in the Statements. The Notes
present information about the Authority's accounting policies, significant account balances
and activities, material risks, obligations, commitments, contingencies and subsequent
events, if any.

Supplementary Information comparing the budget to actual expenses, as well as combining
statements are included to provide additional information to the reader of the financial
statements.

Summary of the Organization and Business

The Authority was created pursuant to a resolution adopted by the Board of Chosen
Freeholders of the County of Atlantic on February 8, 1961. The Authority is a component unit
of the County of Atlantic.

As a public body, under existing statute, the Authority is exempt from both federal and state
taxes.

The Authority has no taxing power. Operational costs are funded from fees charged for
Project Management, grant administration, Financing activities, mortgages and agency funds.

Financial Analysis

The following comparative condensed financial statements and other selected information
serve as the key financial data and indicators for management, monitoring and planning.
Comments regarding budget-to-actual variances and year-to-year variances are included in
each section by the name of the statement or account.



Condensed Financial Statements

Condensed Statement of Net Position

Cash and Investments
Current Assets (Less Cash)
And Capital Assets, Net
Noncurrent Assets:
Net Mortgage and Note Receivable
Deferred Outflows of Resources Related to Pension

Total Assets and Deferred Outflows of Resources

Current Liabilities
Long Term Liabilities:
Other
Bonds Payable
Net Pension Liability
Deferred Inflows of Resources Related to Pension

Total Liabilities and Deferred Inflows of Resources
Net Position:
Restricted or Net Invested in

Capital Assets
Unrestricted

Total Net Position
Total Liabilities and Net Position

Condensed Statement of Activities

Revenues:
Fees
Grants
Other Revenues

Total Operating Revenues
Expenses:

Project Costs

Depreciation

General and Administrative

Total Operating Expenses

Operating Surplus/(Deficit)

Non-Operating Revenues (Expenses), Net

Increase/(Decrease) in Net Position

017 2016 2015
6,735,654 $ 8,922,343 $ 644,013
10,123,682 4,353,660 3,872,224
19,276,377 20,390,521 21,428,417
1,561,786 1,127,542 254,270
37,697,499 $ 34,794,066 $ 26,198,924
12,946,047 $ 9,886,665 $ 1,883,563
132,693 126,372 100,130
19,276,377 20,390,521 21,428,417
3,203,744 3,112,549 1,937,318
815,781 242,534 343,513
36,374,642 33,758,641 25,692,941
1,897,609 1,881,366 1,904,584
(574,752) (845,941) (1,398,601)
1,322,857 1,035,425 505,983
37,697,499 $ 34,794,066 $ 26,198,924
2017 2016 2015
Actual Actual Actual
$ 1,454,338 $ 1,401,858 $ 892,335
1,756,631 1,354,996 1,981,017
1,968,095 1,207,326 1,293,765
5,179,064 3,964,180 4,167,117
1,505,482 897,104 1,741,271
61,017 55,292 29,047
3,378,090 2,483,285 2,294,076
4,944,589 3,435,681 4,064,394
234,475 528,499 102,723
52,957 943 1,901,545
$ 287,432 $ 529,442 $ 2,004,268




General Trends and Significant Events

For 2017 the Authority continued to implement the Community Development Block Grant
(CDBG) and the HOME Investment Partnership Program (HOME) on behalf of Atlantic
County, perform project management services to the County and other public entities, provide
various services to other agencies, issue and administer bond financings, and undertake its
other responsibilities, including management of the two public Golf Courses and the
Economic Development Initiative.

In January of 2015 the Authority assumed ownership of the 68 unit Barlinvis Apartment
Complex in Atlantic City and entered into an agreement with the Pleasantville Community
Development Corporation for its operation which continued through 2017.

On January 19th, 2016 the Authority closed on a $12,000,000 loan from the Casino
Reinvestment Development Authority. The proceeds of the loan are funding the Authority’s
Boardwalk Improvement Project. One phase of the project consists of safety and security
components which include lighting improvements and security cameras. The second phase
consists of a 3-D Light Show components and operation of the Boardwalk Hall Light Show.
The revenue dedicated to paying the debt service for the loan is limited to the rent payments
due to Atlantic City from the privately funded Atlantic City Matrix Project. This loan is a non-
recourse loan to the Authority. Although the revenue was not sufficient in 2017 to meet the
amortization schedule the Authority has no obligation to make the payments.

In 2017 the Authority continued to administer the Atlantic County Home Foreclosure Registry
System. The creation of the registry website provides code enforcement officials with a tool to
combat properties in foreclosure that have become problems due to lack of proper
maintenance. Through a Shared Services Agreement with the Authority, 20 of Atlantic
County’s 23 Municipalities elected to participate in the program. Although the registration fee
varies by Municipality, he first $100.00 goes to the vendor, the next $100.00 to the
Municipality, the next $100.00 to the Authority and any excess over that goes to the
Municipality. The program has been highly successful and well received by the participating
municipalities.

In late 2016 site work began on the 66,000 square foot first building of the Stockton Aviation
Research and Technology Park. The Authority will develop, own and operate the building of
which 7,000 sq./ft. will house a lab and offices for FAA and the rest will be leased to private
companies doing Aviation related activities. The Authority authorized $15.5 million in
financing for the project and issued a one year note in October as part of that authorization in
the amount of $8 million to get the project started.

10



General Trends and Significant Events (continued)

In 2017 the Authority issued a note in the amount of $11 million that refunded the initial $8
million and provided additional capital required for the construction of the project. We
anticipate the balance of the authorization will be in 2018.

The Stockton Atlantic City Project is on schedule to be completed and operational in the fall of
2018. That is significant for the Authority because the revenue required to repay the
$78,980,000 Tax-Exempt Debt — Master Lease (Series A Bonds) and $48,025,000 Tax-
Exempt Debt — Tax Credit Supported Debt (Series B Bonds) issued by the Authority in
September of 2016 will be generated from the operation.

A. Tax-Exempt Debt (Master Lease Supported): The portion of development costs of
the Residential Building and Garage portions of the Project are being financed
through the issuance of the Series A Bonds by the ACIA secured by the Master
Lease. The Master Lease will be a net lease, with fixed rent payments structured to
match the debt service on the Series A Bonds. Student housing and parking fees
will offset the rent payments to be made by Stockton University.

The obligation to make lease payments will be a general obligation of Stockton
University, and as a result, the Series A Bonds. The Series A Bonds will have a 30-
year term, with approximately 2 years of capitalized interest. The Series A Bonds
include a 10-year no-call provision, typical of the current municipal tax-exempt bond
market.

B. Tax-Exempt Debt (Tax Credit Supported): In addition to the Series A Bonds
supported by the Master Lease, the structure includes financing supported by tax
credit revenue available through the NJEDA's residential ERG program. In order to
qualify for the residential tax credits, a project must have a residential use as its
predominant use (greater than 51% by size) together with evidence of need, location
in a qualified community and, once operational, must maintain its residential use
during the 10-year tax credit period. This portion is also guaranteed by Atlantic
County in the event that the actual tax credit realized in insufficient to service the
debt.

Financial Condition

The Authority's financial condition remained strong at year-end with adequate liquid assets
and a reasonable level of unrestricted net assets. The current financial condition, support
staff capabilities and operating plans are well balanced and under control. The following
summarizes the Balance Sheet with comparisons to the prior year:

Total assets increased $2.47 million or 7.33%. The increase was primarily related to the
construction in progress from the Stockton Aviation Research and Technology Park as of
December 31, 2017.

Noncurrent assets decreased $1,114,114 or 5.46%.

11



Results of Operations

Operating Revenues: Revenues from operations fall into three general categories:
administrative fees, grants, and other.

In comparison with the prior year, grants increased by $401,635 due to increase in activity for
CDBG in the current year and Agency fees for grant administration increased by $143,624 in
2017.

Expenses: Total operating expenses of the Authority increased $1,508,908 from fiscal year
2016 primarily due to an increase in project costs as a result of more grants in the current
year, along with increase in AC demolition expenses.

The following chart provides changes in system expenses with and without project costs and
service fees expenses.

Actual Amounts in 000's

2017 2016 2015
Operating Expenses:
Total $ 4,944 $ 3,436 $ 4,064
Excluding Project Costs 3,439 2,539 2,323
Excluding Project Costs
and Depreciation 3,378 2,483 2,294

The following table shows the composition of operating expenses by major classification of
expense for the last three years:

Actual Amounts

2017 2016 2015
Salaries $1,210,505 24.48% $ 918,666 26.74% $ 892,082 21.95%
Fringe & Payroll Taxes 707,619 14.31% 608,648 17.72% 355,792  8.75%
Professional Services 1,266,170  25.61% 765,872 22.29% 706,590 17.38%
Insurance 73,143  1.48% 73,674  2.14% 86,605  2.13%
Rent & Administrative & General 120,653 2.44% 116,425 3.39% 253,007 6.22%
Project Costs 1,505,482 30.45% 897,104 26.11% 1,741,271  42.84%
Depreciation 61,017 1.23% 55,292 1.61% 29,047  0.71%
Total $4,944,589 100.00% $ 3,435,681 100.00% $4,064,394 100.00%
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Cash Flow Activity

The following table shows the Authority's ability to generate net operating cash. Net cash
provided by operating activities is shown both in total dollars and as a percentage of
operating revenues.

2017 2016 2015
Total Operating Revenues $5,179,064 $ 3,964,180 $4,167,117
Net Cash Provided/ (Used)
by Operations 546,154 657,014 90,169
Net Operating Cash as a %
of Operating Revenue 10.55% 16.57% 2.16%

Capital Assets and Debt Administration

In 2018 it is anticipated that the construction of the Authority’s building at the Aviation
Research and Technology Park will be completed. The 66,000 square foot building at an
anticipated cost of approximately $20 million will be owned and operated by the Authority.

The Authority has financed housing projects by issuing bonds, and public facilities through
bonds, certificates of participation, guaranteed notes, and mortgages.

In 2017, the Authority issued refunding bonds in the amount of $8,500,000.00 for the Egg
Harbor Township Golf Course. The Authority continues to hold the Faith Baptist bonds that
were issued to fund the community center, the ARC of Atlantic County for expenses related to
the construction and move to their current location and the St. Augustine bonds which were
issued for the construction of certain school facilities to include a multi-use facility containing
a 1,500 seat gymnasium, swimming pool and other athletic facilities. In addition, the Authority
had a Guaranteed Note for the Egg Harbor Township Golf Course, and mortgage-backed
bonds from ARC, Faith Baptist and St. Augustine.

Each debt is paid off solely from the project financed by the proceeds of the debt. The Egg
Harbor Township Golf Corporation Guaranteed Note is paid from the Egg Harbor Township
Golf Corporation, plus interest on investments. The ARC, Faith Baptist and St. Augustine
Bonds are paid by ARC, Faith Baptist and St. Augustine mortgage payments.

No payments are made to the Authority; payments are made to the respective bond trustees
or bond holders. All investments are held by the bond trustees. The bond trustees also have
the primary responsibility of ensuring that all bond requirements are met. The bond trustees
also pay the interest on and principal of the Authority's debt. The Authority is responsible for
maintaining accounting records based on trust statements prepared by the trustees.

13



Contacting the Authority's Financial Management

This financial report is designed to provide the citizens of Atlantic County, clients, investors
and creditors, with a general overview of the Authority's finances and to demonstrate the
Authority's accountability. If you have questions about this report or need additional financial
information, contact Mr. John Lamey, Executive Director, 1333 Atlantic Ave, Suite 700
Atlantic City, New Jersey 08401 or at 609-343-2390.
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Exhibit B
ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY
Statements of Revenues, Expenses and Changes in Net Position

For the years ended December 31, 2017 and 2016

017 2016
Operating Revenues:
Project Administration Fees $ 523,111 $ 601,374
Bond Fees 177,819 190,700
Grant and Agency Fund Fees, net 753,408 609,784
Grants 1,756,631 1,354,996
Reimbursement and Other 1,968,095 1,207,326
Total Operating Revenues 5,179,064 3,964,180
Operating Expenses:
Payroll Expenses 1,210,505 918,666
Employee Benefits 707,619 608,648
Rent 38,876 43,733
Professional Fees 1,266,170 765,872
Insurance 73,143 73,674
Administrative and General 81,777 72,692
Project Costs 1,505,482 897,104
Depreciation 61,017 55,292
Total Operating Expenses 4,944,589 3,435,681
Operating Surplus/(Deficit) 234,475 528,499
Non-Operating Revenues/(Expenses):
Investment and Interest Income 386,899 450,979
Bond and Note Interest Expense (333,942) (450,036)
Total Non-Operating Revenues/(Expenses) 52,957 943
Change in Net Position 287,432 529,442
Total Net Position - Beginning of Year 1,035,425 505,983
Total Net Position - End of Year $ 1,322,857 $ 1,035,425

The accompanying Notes to Financial Statements are an intggral part of this statement.



ATLANTIC COUNTY IMPROVEMENT AUTHORITY

COUNTY OF ATLANTIC, NEW JERSEY

Statements of Cash Flows

For the years ended December 31, 2017 and 2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Customers and Users $
Cash Received from Grants
Cash Paid To Subcontractor and Vendors

2017

3,651,849
1,723,150
(4,828,845)

Net Cash Flows From Operating Activities

546,154

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment and Interest Income

52,957

Net Cash Flows From Investing Activities

52,957

CASH FLOWS FLOWS CAPITAL AND RELATED
FINANCING ACTIVITIES:
Purchases of Fixed Assets
Principal Payments Received on Mortgages
Payments Paid on Loans
Payments Received on Loans
Mortgages Issued
Payments Made on Construction
Principal Payments Made on Bonds
Transfer To Deferred Program Income
Fees Paid To ACIA
Proceeds from Bonds

(28,651)
21,708
(31,985)
40,354
30,893
(5,951,203)
(8,000,000)
52,863
2,671
11,077,550

Net Cash Flows From Capital and Related Financing Activities

(2,785,800)

(Decrease)/Increase in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Year

(2,186,689)

8,922,343

Cash and Cash Equivalents - End of Year $

6,735,654

Reconciliation To Statements of Net Position:
Unrestricted Cash $
Restricted Cash

1,649,851
5,085,803

Total Cash and Cash Equivalents $

6,735,654

The accompanying Notes to Financial Statements are an integrallﬁart of this statement.

Exhibit C
Page 1 of 2

2016

2,896,601
1,342,445

(3,582,032)

657,014

943

943

(29,693)
5,957
(41,068)
31,985
(1,968)
(452,530)

54,400
(1,550)

8,054,840

7,620,373

8,278,330

644,013

8,922,343

1,127,805

7,794,538

8,922,343



ATLANTIC COUNTY IMPROVEMENT AUTHORITY

COUNTY OF ATLANTIC, NEW JERSEY
Statements of Cash Flows

For the years ended December 31, 2017 and 2016

Reconciliation of Operating Deficit To Net Cash
Flows From Operating Activities:
Operating Income/(Loss)
Adjustments To Reconcile Operating Income To
Net Cash Flows From Operating Activities:
Depreciation
Unbudgeted pension expense
Changes in Assets and Liabilities:
(Increase)/Decrease in Accounts Receivable
(Decrease)/Increase in Accounts Payable
Increase in Accrued Sick and Vacation

Net Cash Flows From Operating Activities

The accompanying Notes to Financial Statements are an integrall(p)art of this statement.

2017

234,475

61,017
264,332

39,554
(59,545)
6,321

546,154

Exhibit C
Page 2 of 2

2016

528,499

55,292
220,146

54,064
(227,229)
26,242

657,014



ATLANTIC COUNTY IMPROVEMENT AUTHORITY

COUNTY OF ATLANTIC, NEW JERSEY

Statements of Net Position - Agency Fund

For the years ended December 31, 2017 and 2016

ASSETS

Cash

Mortgage Interest Receivable

Accounts Receivable - Other

Mortgages Receivable

Mortgages Receivable - Valuation Allowance

Total Assets
LIABILITIES
Accounts Payable and Accrued Expenses
Bonds and Loans Payable
Due To:

Various Agencies

Total Liabilities

The accompanying Notes to Financial Statements are an integral part of this statement.

2017

74,767,931
826,433
89,100,083
16,245,977
(17,020,463)

Exhibit D

2016

124,442,925
786,806
42,139,141
16,079,437
(16,814,295)

163,919,961

166,634,014

88,968
162,532,942

1,298,051

77,419
165,143,494

1,413,101

163,919,961

166,634,014
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
(A Component Unit of the County of Atlantic, State of New Jersey)
NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2017 and 2016

NOTE 1: ORGANIZATION
General

The Atlantic County Improvement Authority, hereafter referred to as the "Authority," is a component unit
of the County of Atlantic, New Jersey, hereafter referred to as the "County," and was created pursuant to
a resolution adopted by the Board of Chosen Freeholders of the County on February 8, 1961.

The Authority is a public body corporate and public, constituting a political subdivision of the State,
established to exercise public and essential governmental functions to provide for the public convenience,
benefit and welfare, by financing public facilities and certain housing developments within Atlantic
County. Under existing statute, the Authority is exempt from both Federal and State taxes.

The Authority assists in the financing of projects by issuing bonds and notes. Outstanding bonds that
were issued prior to 2017 include 501(c)3 Bonds that financed loans to certain Atlantic County non-
profits including the Egg Harbor Township Golf Corporation, ARC of Atlantic County, Faith Baptist
Church Community Center and St. Augustine High School. In 2016 the Authority issued Lease Revenue
Bonds to finance a portion of the construction of the Stockton University Island Campus Redevelopment
Project Campus, a note to finance the initial portion of the development of the first building at the
Stockton Aviation Research and Technology Park (which the Authority will construct and own) and a
Loan Revenue Bond to create a Pooled Financing Program for three municipalities to permanently
finance Bond Anticipation Notes and unfunded capital improvements and acquisitions.

In 2017 the authority issued a refunding note that also provided additional capital needed to continue the
construction of the Aviation Park Building, and issued a bond to refund the outstanding portion of the
Egg Harbor Township Golf Corporation Bond.

Through its Community Development Division the Authority administers Atlantic County’s Community
Development Block Grant Program and HOME Investment Partnership Program. Included in the
activities is funding various Community Development projects in the participating municipalities as well
as the implementation of a first time homebuyer program, a housing rehabilitation program and an
affordable housing program. The Authority also administers a housing rehabilitation program and first-
time homebuyer programs funded by the Atlantic City Development Fund.

A new program initiated in 2016 was the Foreclosure Registry Program. Through a Shared Services
agreement with nineteen participating municipalities the program designed to facilitate code enforcement
for abandoned properties that are in some stage of foreclosure. The program continues in 2017 and has
generated significant revenue for the year from registration fees.

In 2014, the Authority undertook a new Economic Development Initiative. In 2017 activities under that
initiative included the continuation of a Redevelopment Program where we are providing funds and
technical assistance to six municipalities in advancing redevelopment projects. The administration of a
HUD CDBG Section 108 Business Loan Program loan program and support provided to the newly
formed Atlantic County Economic Alliance

Aside from construction the Building at the Aviation Research and Technology Park which is anticipated
to be completed in the third quarter of 2018, the Authority’s Project Management Division undertakes
projects on behalf of governments, school districts and other authorities under shared services
agreements. In 2017 the Authority managed several projects for Atlantic Cape Community College;
completed the Boardwalk Improvement Project and Atlantic City Public Safety Building Improvement
Project, a Demolition Program for Atlantic City; ADA Improvement Projects.

22



ATLANTIC COUNTY IMPROVEMENT AUTHORITY
(A Component Unit of the County of Atlantic, State of New Jersey)
NOTES TO FINANCIAL STATEMENTS (continued)
For the years ended December 31, 2017 and 2016

NOTE 1: ORGANIZATION (continued)

Since 2007, the Authority has operated Atlantic County’s John F. Gaffney Green Tree Golf Course. In
2016, the Authority also entered into a shared services agreement with the City of Brigantine to operate
the City-owned Links at Brigantine Golf Course. Both agreements continued in 2017 and are in place for
2018.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of the more significant accounting policies:

Reporting Entity

The Authority's financial statements include the accounts of all Authority operations. The Authority, as a
component unit of the County, is financially accountable to the County. The primary criterion for
including activities within the Authority's reporting entity, as set forth in Section 2100 of the GASB
Codification of Governmental Accounting and Financial Reporting Standards, is whether:

the organization is legally separate (can sue or be sued in their own name)

the Authority holds the corporate powers of the organization

the County Executive appoints the organization's board of commissioners

the Authority is able to impose its will on the organization

the organization has the potential to impose a financial benefit/burden on the Authority
there is a fiscal dependency by the organization on the Authority

VVVYYYVY

Based on the aforementioned criteria, the Authority has no component units.
The Authority, as a component unit, issues separate financial statements from the County.

Basis of Financial Statements

The Authority’s financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America (GAAP) 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 responsible
for establishing GAAP for state and local governments through its pronouncements.

All activities of the Authority are accounted for within a single proprietary (enterprise) fund. Proprietary
funds are used to account for operations that are (a) financed and operated in a manner similar to private
business enterprises where the intent of the governing body is that the cost (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
(A Component Unit of the County of Atlantic, State of New Jersey)
NOTES TO FINANCIAL STATEMENTS (continued)
For the years ended December 31, 2017 and 2016

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The accounting and financial reporting treatment applied to the Authority is determined by its
measurement focus. The transactions of the Authority are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and all liabilities associated with the
operations are included on the statements of net position. Net positions (i.e. total assets net of total
liabilities and total deferred inflow of resources) are segregated into "net investment in capital assets";
"reserve for unemployment"; and "unrestricted" components.

Budgets and Budgetary Accounting

An annual operating budget is required to be adopted and integrated into the accounting system to provide
budgetary control over revenues and expenditures in accordance with N.J.S.A. 40A:5A. The current
operating budget details the Authority's plans to earn and expend funds for charges incurred for the
operation, maintenance, certain interest and general functions, and other charges for the fiscal year.

State Unemployment Reserve - accounts for amount withheld from employee wages in accordance with
State requirements, held for the purpose of paying unemployment claims to the State.

Adgency Funds - The Agency Funds held by the Authority account for projects administered by the
Authority and assets/liabilities held in the Authority's name on behalf of others. Cash, cash equivalents,
and investments held in these funds are considered restricted in accordance with the terms of the
individual contracts and agreements (see Note 3 for balances). Accounts receivable recorded in these
funds are due from various agencies as a direct offset between the bonds/loans payable due on these
projects and the cash held on behalf of others. The amount held in accounts receivable and bonds/loans
payable as of December 31, 2017 was $89,100,083 and $162,532,942, respectively.

Restricted Assets

Restricted assets represent cash, investments and receivables maintained in accordance with bond
resolutions, or grant awards, or by agreement for the purpose of funding certain debt service payments.

The Bond reserve accounts for all assets and corresponding liabilities of the Authority as they relate to the
payment of debt service on outstanding loans and bond issues of the Authority. Reserves established in
connection with certain bond issues are included in this fund. The debt of the various bond accounts is
collateralized primarily by the respective facilities, reserves and revenues established within each bond
account. Assets of an individual bond account are restricted and not available to meet the obligations of
any other account or purpose.

Leave Policies

Vacation leave earned by Authority employees expires after one year. Accrued vacation is recorded in
the Administrative Fund and includes unused and unexpired vacation leave of the Authority's employees.
Accrued vacation is paid out at the employee's current rate when employment is terminated. At
retirement, employees of the Authority will be reimbursed for 50% of accrued sick leave up to 180 days
with a maximum not to exceed $15,000. Retirement for this purpose is defined as follows:

a) 25 years of pensioned Authority employment; or

b) 20 years of pensioned Authority employment if the employee is at least 60 years of age at the

time of retirement.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
(A Component Unit of the County of Atlantic, State of New Jersey)
NOTES TO FINANCIAL STATEMENTS (continued)
For the years ended December 31, 2017 and 2016

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Post-Retirement Benefits

In July 2004, GASB adopted Statement No. 45, "Accounting and Financial Reporting by Employers for
Post-Employment Benefits Other than Pensions.” This Statement became effective for entities on a
phased-in basis beginning with fiscal years beginning after December 15, 2006. This Statement requires
governmental entities to report the future cost of other post-employment benefits (“OPEB”) on a present-
value basis instead of the present "pay as you go" method. See note 14 for additional information.

The Authority will also pay up to three years' post-retirement health insurance premiums for the same
coverage the employee had before retirement, under the following conditions:

Post-retirement health insurance premiums will not be paid to the extent the employee or his/her
dependents are eligible for coverage afforded by the State in which they reside or the United States,
such as Federal Medicare Program.

To be eligible for post-retirement health benefits, the employee must 1) have at least 10 years of
service with the Authority and retired on an ordinary disability pension; 2) have retired on accidental
disability; 3) have retired with 25 years of service with the Authority; or 4) have retired at the age of
62 or older with at least 15 years of service with the Authority.

As of December 31, 2017 and 2016 the Authority has recorded $132,693 and $126,372, respectively, in
accrued sick & vacation leave liability and has not recorded a liability for post-retirement health
insurance.

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 certain estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the statement of net position, and reported amounts of revenues and expenses during the reporting period.
These estimates and assumptions include depreciation expense, the allowance for doubtful accounts and
certain claims and judgment liabilities, among other accounts. Estimates and assumptions are reviewed
periodically and the effects of revisions are reflected in the financial statements in the period they are
determined to be necessary. Actual results may differ from those estimates.

Risks of Loss

The Authority purchases commercial insurance policies on an annual basis to handle risks of loss
associated with property, auto, liability, workers compensation, flood damage and employee crime
coverage. Any potential liability of the Authority with respect to loss claims would be equal to the
deductibles associated with policies and an event, which may exceed policy coverage limits.

Cash and Cash Equivalents

Cash and cash equivalents include various checking and money market accounts, U.S. obligations and
certificates of deposit with maturities of three months or less.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
(A Component Unit of the County of Atlantic, State of New Jersey)
NOTES TO FINANCIAL STATEMENTS (continued)
For the years ended December 31, 2017 and 2016

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Purchase of investments is limited by N.J.S.A. 40A:5-15.1 to bonds or obligations of or guaranteed by the
Federal government and to bonds or other obligations of federal or local units. These investments are

required to have a maturity date not more than twelve months from the date of purchase.

Unearned Revenue

Unearned revenue arises when assets are recognized before revenue recognition criteria have been
satisfied and is recorded as a liability until the revenue is both measureable and the Authority is eligible to
realize the revenue.

Cash, Cash Equivalents and Investments - Restricted

Restricted cash and cash equivalents and investments held by the Authority represent funds designated for
specific purposes and not available for general use.

Other Asset Restrictions

In accordance with the terms of the various bond resolutions, substantially all of the assets of the
Authority are restricted. Although the financial statements are combined, each bond issue outstanding has
a designated investment security. None of the assets of any bond issue are available for the payment of
any other bond issue.

Net Position

Net position, represents the difference between summation of assets and deferred outflows of resources,
and the summation of liabilities and deferred inflows of resources. Net position is classified in the
following three components:

o Net Investment in Capital Assets — This component represents capital assets, net of accumulated
depreciation, net of outstanding balances of borrowings used for acquisition, construction, or
improvement of those assets.

o Restricted — Net position is reported as restricted when there are limitations imposed on their use
either through the enabling legislation adopted by the Authority or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments.

e Unrestricted — Net position is reported as unrestricted when it does not meet the criteria of the
other two components of net position.

Deferred Inflows/Outflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s) and so will not be recognized as
an outflow of resources (expense/expenditure) until then.

In addition to liabilities, the statement of net position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents
an acquisition of net position that applies to a future periods and so will not be recognized as an inflow of
resources (revenue) until that time.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
(A Component Unit of the County of Atlantic, State of New Jersey)
NOTES TO FINANCIAL STATEMENTS (continued)
For the years ended December 31, 2017 and 2016

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Mortgages Receivable

Mortgages receivable are stated at unpaid principal balances, less the allowance for loan losses as
estimated by management. These mortgages are deed restricted, and the Authority will not collect against
them unless the terms of the deed restriction are violated. The Authority does not anticipate any
violations in the terms, and therefore does not anticipate collections on those removed balances. The
allowance for loan losses recorded for mortgages receivable held as security for bond repayments or first
mortgages held in the Agency Fund at December 31, 2017 and 2016 totaled $17,020,463 and
$16,814,295, respectively.

The Authority's policy on income recognition on impaired loans is to record the entire change in loan
value during the year as bad debt expense or allowance for loan losses that otherwise would be reported.
All cash receipts are first applied to accrued interest.

Capital Assets

Capital assets are recorded at actual cost or estimated historical cost if actual historical cost is not
available, and are reported in the Administrative Fund. In connection with GASB Statement No. 34, the
Authority's policy is to capitalize assets with a cost of $1,000.

Capital assets consist primarily of buildings, furniture and equipment. The costs of normal maintenance
and repairs that do not add to the value of the asset or materially extend asset lives are not capitalized.

Capital assets of the Authority are depreciated using the straight-line method over the following estimated
lives:

Buildings 40 years

Furniture and equipment 5 years

Depreciation expense for the year ended December 31, 2017 and 2016 was $61,017 and $55,292,
respectively.

Impact of Recently Issued Account Principles

Adopted Accounting Pronouncements

For the year ended December 31, 2017, the Authority adopted Governmental Accounting Standards
Board (GASB) Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans. The objective of this Statement is to improve the usefulness of information about
postemployment benefits other than pensions (other postemployment benefits or OPEB) included in
the general purpose external financial reports of state and local governmental OPEB plans for making
decisions and assessing accountability. The adoption this Statement had no impact on the Authority’s
financial statements.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
(A Component Unit of the County of Atlantic, State of New Jersey)
NOTES TO FINANCIAL STATEMENTS (continued)
For the years ended December 31, 2017 and 2016

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

For the year ended December 31, 2016, the Authority implemented GASB Statement No. 72, Fair
Value Measurement and Application. As a result of implementing this statement, the Authority is
required to measure certain investments at fair value for financial reporting purposes. In addition, the
Authority is required to measure donated capital assets at acquisition value (an entry price); these
assets were previously required to be measured at fair value. Statement No. 72 requires disclosures to
be made about fair value measurements, the level of fair value hierarchy, and valuation techniques.
Implementation of this Statement did not impact the Authority’s financial statements.

For the year ended December 31, 2017, the Authority adopted Governmental Accounting Standards
Board (GASB) Statement No. 80, Blending Requirements for Certain Component Units an
amendment of GASB Statement No. 14. This Statement amends the blending requirements for the
financial statement presentation of component units of all state and local governments. The additional
criterion requires blending of a component unit incorporated as a not-for-profit corporation in which
the primary government is the sole corporate member. The additional criterion does not apply to
component units included in the financial reporting entity pursuant to the provisions of Statement No.
39, Determining Whether Certain Organizations Are Component Units. The adoption this Statement
had no impact on the Authority’s financial statements.

For the year ended December 31, 2017, the Authority adopted Governmental Accounting Standards
Board (GASB) Statement No. 81, Irrevocable Split-Interest Agreements. The objective of this
Statement is to improve accounting and financial reporting for irrevocable split-interest agreements
by providing recognition and measurement guidance for situations in which a government is a
beneficiary of the agreement. The adoption this Statement had no impact on the Authority’s financial
statements.

For the year ended December 31, 2017, the Authority adopted Governmental Accounting Standards
Board (GASB) Statement No. 82, Pension Issues — an amendment of GASB Statements No. 67, 68
and No. 73. The objective of this Statement is to address certain issues that have been raised with
respect to Statements No. 67, Financial Reporting for Pension Plans, No. 68, Accounting and
Financial Reporting for Pensions, and No. 73, Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain
Provisions of GASB Statements 67 and 68. The adoption this Statement had no impact on the
Authority’s financial statements.

Recently Issued Accounting Pronouncements

The GASB has issued the following Statements which will become effective in future fiscal years as
shown below:

Statement No. 75, Accounting and Financial Reporting for Post-employment Benefits Other than
Pensions. This Statement replaces the requirements of Statement No. 45, Accounting and Financial
Reporting by Employers for Post- employment Benefits Other Than Pensions, as amended, and No.
57, OPEB Measurements by Agency Employers and Agent Multi-Employer Plans, for OPEB
Statement No. 74, Financial Reporting for Post-employment Benefit Plans Other Than Pension
Plans, establishes new accounting and financial reporting requirements for OPEB Plans. This
Statement will be effective for the year ended December 31, 2018. Management has not yet
determined the potential impact on the Authority’s financial statements.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
(A Component Unit of the County of Atlantic, State of New Jersey)
NOTES TO FINANCIAL STATEMENTS (continued)
For the years ended December 31, 2017 and 2016

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Statement No. 83, Certain Asset Retirement Obligations. This Statement addresses accounting and
financial reporting requirements for certain asset retirement obligations and establishes the timing and
pattern of recognition of a liability and corresponding deferred outflow of resources. This Statement
will be effective for the year ended December 31, 2019. Management does not expect this Statement
to impact the Authority’s financial statements.

Statement No. 84, Fiduciary Activities. The objective of this Statement is to improve guidance
regarding the identification of fiduciary activities for accounting and financial reporting purposes and
how those activities should be reported. This Statement will be effective for the year ended
December 31, 2019. Management does not expect this Statement to impact the Authority’s financial
statements.

Statement No. 85, Omnibus 2017. The objective of this Statement is to address practice issues that
have been identified during implementation and application of certain GASB Statements. This
Statement addresses a variety of topics including issues related to blending component units,
goodwill, fair value measurement and application, and postemployment benefits (pensions and other
postemployment benefits [OPEB]). This Statement will be effective for the year ended December 31,
2018. Management has not yet determined the potential impact on the Authority’s financial
statements.

Statement No. 86, Certain Debt Extinguishment Issues. The objective of this Statement is to improve
consistency in accounting and financial reporting for in-substance defeasance of debt by providing
guidance for transactions in which cash and other monetary assets acquired with only existing
resources—resources other than the proceeds of refunding debt—are placed in an irrevocable trust for
the sole purpose of extinguishing debt. This Statement also improves accounting and financial
reporting for prepaid insurance on debt that is extinguished and notes to financial statements for debt
that is defeased in substance. The Statement will become effective for the Authority in the fiscal year
ending December 31, 2018. Management has not yet determined the impact of this Statement on the
financial statements.

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 