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INTRODUCTORY SECTION



ACIA

Atlontic Caunty Improvement Authority .
5909 Main Shreet, 2nd Floor, Mays Landing, N.J. 08330 Jotn € Loy, Je.
Phone; 609-645-5838  Fox; 609-645-5813 Ereculive Director

March 24, 2011
Chairperson Foster and Authority Beard Members:

- Presented to you are the audited financial statements for the 2010 year. There are separate financial
statemnents for the Administrative, Bond, Grant, and Agency Funds, consistent with prior years. The
financial statements are presenied separately for the Administrative Fund, each band issue and each
grant and agency fund because each is separate and distinct.

The report is presented in three seclions: 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 auditor's report thereon. The Authority
is required to undergo an annual single audit in conformity with the provisions of the U.S. Office of
Management and Budget Circular A-133 Revised. Information refated to this single audit, including the
auditor's report on the internal control structure 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 State law require that the Atlantic County lmprovement Authority

— {("ACIA") publish a complete set of financial statements presented in conformance with general accepted
accounting principles ("GAAP") and audited in accordance with generally accepted auditing standards.
The financial statements for the 2010 year are presented as required.

— The Management Discussion and Analysis ("MD&A"} report consists of management's representations
concerning the finances of the Administrative, Bond, Grant, and Agency Funds. Management assumes
full responsibility for the completeness and rekiability of all the information presented in the MDAA.

Regarding the reliability of the statements presented, a reasonable internal control framework and
procedures exist to protect the ACIA's assets from loss, theft, or misuse. This internat 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 cutweigh their benefits, the internal controts
cannot provide an absolute assurance, but can provide reasonable assurance as to the credibility and
- accuracy of the financial statements.

The Authority staff prepared the basic financial statements and the supplemental financial statements and

schedules discussed above. Ford, Scott & Associates, LLC, 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 statement presentation. The auditors have opined
that the basic financial statements, which were prepared in accordance with generally accepied
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, 2010.

Si%reli, :
Johin C. Lamey, Jr. /
ecutive Director
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PR
F ORD - SCOTT

ASS0O0CIATES,
CERTIFIED PUBLIC ACCOUNTANTS

1535 HAVEN AVEMUE + PO BOX 538 « OCEAMN CITY, M) - 08226.0538
PHOME 40%.39%.6333 « FAX 609.399.3710

Chairman and Board of Commissioners of the
Atlantic County improvement Authority
Mays Landing, New Jersey

INDEFENDENT AUDITOR'S REPORT

We have audited the accompanying basic financial statements of the Atlantic County Improvement
Authority (*Authority”), a component unit of the County of Atlantic, as of and for the year ended December
31, 2010 and 2009, as listed in the accompanying table of contents. These basic financial statements are
the responsibility of the Authority's management. Qur responsibility is {0 express an opinion on these
hasic financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial staterment
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Authority as of December 31, 2010 and 2008, and the respective
changes in its financial position and cash flows, where applicable, for the year then ended in conformity
with accounting principtes generally accepted in the United States of America.

In accordance with Gavernment Auditing Standards, we have also issued our report dated March 24,
2011 on our consideration of the Authority’s internal control structure over financial reparting and our tests
of its compliance with certain provisions of laws, requlations, contracts and grant agreements and other
matters. The purpose of that report is to deseribe 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 our audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of
our audit.
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The management's discussion and analysis, as listed in the table of contents, is not a required part of the
basic financial statements but are supplementary information required by the Governmental Accounting
Standards Board. We applied certain limited procedures, which consisted principally of inguiries of
management regarding the methods of measurement and the presentation of the required supplementary
information. However, we did not audit the information and express no apinion on it.

Our audit was conducted for the purpose of forming an opinion on the basic financial staterments of the
Authority taken as a whole. The accompanying financial information listed as Other Supplementary
Information is not a required part of the basic financial statements, but is presented as additional
analytical data. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, is fairly stated, in all material respects in relation to the
basic financial statements taken as a whole.  Additionally, the Schedule of Federal Financial Awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, | ocal Governments, and Non-Profit Organizations, and New Jersey
OME's Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid,
and is not a required part of the basic financial statements.

Fond, deott, & Qasociates, L.L.C

FORD, S5COTT & ASS50CIATES, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

Leon P. Cosislo
Certifled Public Accountant

March 24, 2011
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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 staterments.

Financial Highlights

The following are key financial highlights:

+ Total assets at year-end were $55425022 and exceeded liabilties in the amount of
$1,010,345 (i.e. net assets). $944,209 was available to support short-term operations.

e Unrestricted net assets increased $16,287 over fiscal year 2009, This resulted from the
Administrative Funds ability to generate enough revenues to cover all operating expenses.

s The Administrative Fund has increased net assets for five consecutive years. Net assets
available to support operations increased $222 182 since 2005.

* Operating revenues were $3,858,193, an increase from year 2009 in the amount of $431,030.
The Grant revenues increased $336,318 due o the completion of multi-year projects in 2010,

+ Operating expenses increased $432,083 from 2009, which was a result from a increase in
project costs.

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 capital plan, 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
Balance Sheet a Statement of Revenues, Expenses, and Changes in Net Assets; a Statement of
Cash Flows; and Notes to the Financial Statements.

The Balance Sheet presents the financial position of the Authority on a full acerual historical cost basis.
The Balance Sheet presents information on all of the Authority's assets and liabilities, with the
difference reported as net assets. Over time, increases and decreases in net assets are one indicator
of whether the financial position of the Authaority is improving or deteriorating.
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While the Balance Shest provides information about the nature and amount of resources and
obligations at year-end, the Staterment of Revenues, Expenses, and Changes in Net Assets presents
the results of the business activities over the course of the fiscal year and information as to how the net
assets changed during the year. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardiess of the timing of the related cash flows. This
Statement also provides cartain information about the Authority's recovery of its costs.

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 to administer
grants, 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,
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Condensead Financial Statements

Condensed Balance Sheet

Nonhcurrent Assets:

Net Mortgage and Note Receivable
Net Lease Payments Receivable

Cash and Investments
Current Assets (Less Cash)
And Capital Assets, Net

Total Assets

Current Liabilities

Long Term Liabilities:
Other
Certificates of Participation
Bonds Payable

Total Liabitities

Net Assets:

Restrictad or Net lnvested in
Capital Assets

Unrestricted

Total Net Assets

Total Liabilities and Net Assets

Decembear 31,

2010 2009 2008
$ 25031,965 $ 26,751,019 27,489,900
21,673,116 21,593,440 26,114,228
6,348,806 6,610,937 6,719,387
1,471,135 5,663,487 5,916,363
$ 55425022 $ 60,618,883 65,839,878
$ 6,328,883 $ 6,046,084 6,205,810
223,829 289,271 347,542
21,930,000 26,525,000 30,800,000
25,931,965 26,751,019 27,489,900
54 414 677 59,612,274 64,843,352
66,136 78,687 83,809
944,209 927 922 912,717
1,010,345 1,006,609 996 526
$ 55425022 $ 60,618,883 65,839,878
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Condensed Statement of Activities

2010 2009 2008

Actual Actual Actual
Revenues:
Administrative Feas $ 1,339,152 $ 1348012 $ 1,152,350
(Grants 2,346,743 2,010,425 2,957,715
Other Revenues 172,298 67,826 72,388
Total Operating Revenues 3,858,193 3,427,163 4 182 453
Expenses:
Froject Costs 2,004,000 1,568,673 2,461,693
Service Fees 342 743 441,752 496,022
Depreciation 4,841 4,440 4,040
General and Administrative 1,508,326 1,413,862 1,197,737
Total Operating Expenses 3,860,910 3,428 827 4,159 4582
Qperating Gain (Loss) (2,717) (1,664) 22,961
Non-Operating Revenue, Net 6,453 14,747 21,859
(Decreasa)Increase in Net Assets $ 3,736 % 10,083 $ 44 820

General Trends and Significant Events

There was no material change In the operations of the Authority in 2010. The Authority continues to
implement the CDBG and HOME Programs on behalf of Atlantic County, provide various services to
other agencies, administer bond issues, and undertake its other responsibilities.

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 decreased $5.2 million or 8.6%. The decrease was primarily related to the annual bond
payments.

Noncurrent assets decreased $5.5 million or 11.3%. The decrease is proportional to the decrease in
long-term liabilities which decreased $5.5 million or 10.2%.
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Results of Operations

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

The fees for grant administration remained consistent with prior year. The grant revenue increased
$336,318,

Expenses: Total operating expensas of the Authority increased $432,083 from fiscal year 2009,

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

Actual Amounts in Q00's

2010 2009 2008
Operating Expenses:
Total $ 3,861 P 3,428 % 4159
Excluding Project Costs 1,857 1,859 1,698
Excluding Project Costs
and Service Fees 1,514 1,418 1,202

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

Actual Amounts

2010 2009 2008

Salaries $ 950,923 2486% F 872824 2546% $ 737300 17.73%
Fringe & Payrall Taxes 300,557 7.78 254,948 7.44 229,222 5.51

Professional Services 102,150 2.68 128,484 375 77,889 1.87

Insurance 86,308 2.24 85,288 2.49 79,578 1.91

Rent & Administrative &

General 60,388 1.66 72,421 2.1 73,748 1.77

Project Costs 2,004,000 51.90 1,568,673 4575 2 461,693 59.18

Service Fees 342,743 8.88 441,752 12.88 456,022 11.93

Depreciation 4,841 0.13 4,440 0.12 4,040 0.10

Total $ 3,860,910 100.00% _§ 3,428,827 100.00% 3§ 4,159,492 100.00%

Project costs increased by $435,327 or 27.7%. This corresponds with the increase in Grant revenue. Administration
and General remained consistent with 2009,
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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,

2010 2009 2008

Total Operating Revenues $ 3,858,193 % 3,427,163 $ 4,182,453

Net Cash Provided/ (Used)
by Operations (2,717) (1,664) 22,961

Net Operating Cash as a %
of Operating Revenue -0.07% -0.05% 0.655%

Capital Aszets and Debt Administration

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

In 2005, the Authority issued the ARC Bond; in 2006, the Faith Baptist Bond; and in 2007, the St.
Augustine Bond. At the end of 2010, the Authority had two Certificates of Participation for Atlantic City
and Atlantic County, one 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 Certificates of
Participation are paid by lease payments from Atlantic City and Atlantic County, plus interest on
investments on the Atlantic County Certificates of Parlicipation. 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. Al investments are held by the bond frustees. The bond trustees also have the primary
responsibility of insuring 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.

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, 5909 Main Street, Mays Landing, NJ 08330 or at 609-645-5838.
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Exhibit B
ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET ASSETS

Years ended December 31, 2010 and 2009

2010 2009
Operating Revenues:
Project Administration Fees 3 860,359 ¥ 856,660
Bond Fees 22,500 21,000
Grant and Agency Fund Fees 456,293 471,252
Grants 2,346,743 2,010,425
Reimbursement and Other 172,208 67,826
Total Operating Revenues 3,858,193 3,427,163
Operating Expenses:
Fayroll Expenses 959 923 872,824
Employee Benefits 300,557 254,948
Rent 29717 29717
Professional Fees 102,150 128,484
Insurance 86,308 85,285
Administrative and General 30,671 42,704
Project Costs 2,004,000 1,568,673
Service Fees 342,743 441,752
Depreciation 4,541 4,440
Total Operating Expenses 3,860,910 3,428,827
Operating Deficit (2.717) (1,664)
Non-Operating Revenues/(Expenses):
Investment and Interest Income 1,236,749 1,292,157
ease Rental 1,784,475 2,038,616
Bond and Note Interest (3.014,771) (3,319,026)
Total Non-Operating (Expenses)/Revenues 6,453 11,747
{DecreaselIncrease in Net Assets 3,736 10,083
Total Net Assets - Beginning of Year 1,006,809 996,526
Total Net Assets - End of Year £ 1,010,345 $ 1,006,609

The accompanying Neotes to Financial Statements are an integral part of this statement. Fage 11



ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

COMPARATIVE STATEMENTS OF CASH FLOWS

Years ended December 31, 2010 and 2009

Exhibit C
Page12of 5

2010
CASH FLOWS TO/(FROM) OPERATING ACTIVITIES:

Project Administration Fees 3 854,960

Bond Fees 22,500

Grant and Agency Fees 383,617

Grants 2,313,556

Program Income

Reimbursement and Other 78,965

Payrall Expenses {970,855)

Employse Benefits {300,651)

Rent (29.717)

Professional Fees (105,604)

Insurance (86,308)

Administrative and General (26,771)

Cash Paid To Subcontractor and Vendors (2,327,852)
Net Cash Provided/(Used) By Operating Activities (184,160)
CASH FLOWS TO/FROM) INVESTING ACTIVITIES:

Investment and Interest Income 108,580
Net Cash Provided By Investing Activities 108,280
CASH FLOWS TOH{FROM) CAPITAL AND RELATED

FINANCING ACTIVITIES:

Purchazes of Fixed Aszets

Principal Paymants Raceived on Mortgages 31,516

Mortgages |ssued (31,939)

Principal Payments Received on Bonds

Principal Payments Made on Bonds (4,275,000)

Fees Paid To ACIA (51,900)

Interfunds Agency (82,089)

Lease Rental 6,139,187

Interest Paid on Bonds (1,966,715)
Net Casgh Provided/(Used) By

Capita! and Related Financing Activities (186.950)
Decrease in Cash and Cash Equivalents (282,130)
Cash and Cash Equivalents - Beginning of Year 6,610,936
Cash and Cash Equivalents - End of Year $ 6,248,808
Reconciliation To Balance Sheet;

Unrestricted Cagh ¥ 717,374

Restricted Cash

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

5

5,631,432

6,348,806

$

3

2009

850,589
21,000
458,918
2,183,286

67,826
(840,442)
(260,172)

(29,717)
(128,484)
(85,285)
(47,375)

{2,253,250)
{23,106)

124,780

124,780

{4.006)
75,163
{32,802)

(3,975,000)
(96,450)

6,102,363
(2,279,303)

(210,125)

{108,451)
6,719,387

6,610,836

¥ 855,286

B

5,655,640

g

810,836
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY Exhibit C
GOUNTY OF ATLANTIC, NEW JERSEY Page 13 of 5

COMPARATIVE STATEMENTS QF CASH FLOWS

Years ended December 31, 2M0 and 2009

2010 2009
Reconciliation of Operating Income To Net Cash

Provided By Operating Activities:
Operating Loss $ (2.717) 3 (1,664
Adjustments To Reconcile Operating Income To
Net Cash Provided By Operating Activities.

Dapraciation 4,841 4,440
Changes in Assets and Liabilitles:
(Increasa)yDecrease in Accounts Receivable {212,340) 399,925
Increase in intarfunds
Increase/{Decrease) in Accounts Payable 89,174 (441 852)
Increase Withheid Payroll Taxes
Decrease Due to Atlantic County (53.918) (10,87%)
Decrease in Interfunds Payable
Increase/(Decrease) in Accrued Sick and Vacation (2,200) 26,920
] (184,180) ] (23,106)

The accompanying Notes to Financial Statements are an integral part of this staterment. Page 13



Exhibit D
ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW .JERSEY
BALANCE SHEET - AGENCY FUNDS

Years ended December 31, 2010 and 2009

2010 2009
Aszals
Cash $ 979,115 $ 1,271,714
Mortgage Interest Receivable 4,817,238 4,625,287
Accounts Receivable - Other 66,625 440,751
Mortgages Receivable 15,609,301 15,206,393
Mortgages Receivable - Valuation Allowance (20,316,805) (19,805,591)
Total Assets $ 1,155,474 L 1,828,554
Liabilities
Accounts Payable and Accrued Expenses % 47,532 $ 445,586
Due To:
Various Agencies 1,107,942 1,382,968
Total Liabilities % 1,155,474 $ 1,828,554

The accompanying Notes to Financial Statemenis are an integral part of this statemant. Page 14
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009
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 Fregholders 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. The bonds are paid by lease rentals
for certificates of participation, repayments of municipalities’ loans for the Pooled Loan Program bonds,
loan repayments on the Egg Harbor Township Golf Course bonds and non-profit bonds

The Authority also administers various housing projects funded by the Atlantic City Development Fund.
The Authority also undertakes public facilities projects on behalf of governments, school districts and
other authorities. The Authority implements the CDBG and HOME Programs on behalf of Atlantic County.

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 Authority appoints a voting majority of the organization's board

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

L A

Based on the aforementioned criteria, the Authority has no compenent units.
The Authority, as a component unit, issues separate financial statements from the County.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years snded December 31, 2010 and 2009

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Basiz of Financial Statements

The Authority's financial statements are presented on the full accrual basis in accordance with accounting
principles generally accepted in the United States of America. The Authority applies all Governmental
Accounting Standard Board (“GASB") pronouncements as well as Financial Accounting Standards
Boards (‘FASB") statements and interpretations, and the Accounting Principles Board (“APB") of the
Committee on Accounting Procedure issued on or before November 30, 1988, unless those
pronouncements conflict with or contradict GASB pronouncements.

The Authority has adopted GASB No. 33 through 42, and related interpretations issued through
Dacember 31, 2005, Statement No. 33 required contributions to be recorded in the Statements of
Activities, Statement 34 and subsequent Statements and Interpretations required certain other changes
in terminology, format and content, as well as inclusion of the Management's Discussion and Analysis
supplementary information.

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 goocds 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, andfor net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.

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 balance sheet. Net assets (i.e. total assets net of total liabilities) are
segregated into "invested in capital assets, net of related liabilities", "restricted for capital activity and debt
service"™ and "unrestricted" components.

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of Ametica requires management to make certain estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liahilities at the
balance sheet date, and reported amounts of revenues and expenses during the reporting period.
Estimates are used to determine depreciation expense, the allowance for doubtful accounts and certain
claims and judgment liabilities, among other accounts, Actual results may differ from those estimates.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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
operating budget adopted annually covers the Administrative Fund activity only. 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.

Custodial Funds

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

Agency Funds - The Agency Funds held by the Authority account for projects administered by the
Authority and assets held in the Authority's name on behalf of others. Cash, cash equivalents, and
investments held in these Funds are considered rastricted in accordance with the terms of the individual
contracts and agreements.

Bond Fund - The Bond Fund accounts for all assets and corresponding liabilities of the Authority as they
relate to the payment of debt service on cutstanding 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,

Restricted Assets

Restricted Assets represent cash and investments maintained in accordance with bond resolutions, or
grant awards, or by agreament for the purpose of funding certain debt service payments.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 ieave 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 jeave up to 180 days
with a maximum not to exceed $15,000. Refirerment 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.

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 bacame effective for entities on a
phased-in basis beginning with fiscal years beginning after December 15, 2008, The effective date for the
Authority is the fiscal year beginning January 1, 2007. This Statement requires governmental entities to
report the future cost of other post employment benefits ("OPES") on a present-value basis instead of the
present “pay as you go" method. The Authority does not expect the adoption of this GASB Statement to
have a material effect on the Authority's financial position or results of operations.

The Authority will also pay up to three years' post-retirement health insurance premiums for the same
coverage the empioyee 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 retirad 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 Autharity,

The Authority, as of December 31, 2010, has recorded $35,152 in accrued vacation leave liability. The
Autheority, as of December 31, 2010, has recorded no other liability for post-retirement heaith insurance.

Page 18



ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

Material estimates that are particularly susceptible to significant change relate to the determination of the
allowance for losses on mortgages and loans receivable and associated interest receivable in the Agency
Funds. Management has estimated these allowances based upon appraised values or estimated values
of property securing the loans and mortgages receivable.

While management uses available information to estimate the allowances for losses on loans and
mortgages receivable, future additions may be necessary based upon changes in local economic
conditions, Because of these factors, it is reasonably possible that the allowance for losses on loans and
mortgages receivable may change materially in the near term,

Rigks 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
daductibles 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.

Investments

Investments are carried at fair market value with associated premiums and discounts amortized over the
term of the investment held.

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.

Cash, Cash Eguivalents and Investments - Restricted

Restricted Gash, Cash Equivalents and Investments held by the Authority represent funds designated for
specific purposes and not available for general use,
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 Assets

Net Assets comprise the various Net Earnings from Operating and Non-Operating Revenues, Expenses
and Contributions of Capital. Net Assets are classified in the following three components: Invested in
Capital Assets, Net of Related Liabilities; Restricted for Capital Activity and Debt Service; and
Unrestricted Net Assets. Invested in Capital Assets, Net of Related Debt, consists of all Capital Assets,
Net of Accurnulated Depreciation and reduced by outstanding debt that is attributable to the acquisition,
construction and improvement of those assets; debt related to unspent proceeds or other restricted cash
and investments is exciuded from the determination. Restricted for Capital Activity and Debt Service
consists of Net Assets for which constraints are placed thereon by external parties, such as lenders,
grantors, contributors, laws, regulations and enabling legistation, including self-imposed legal mandates,
less any related liabilities. Unrestricted consists of all other Net Assets not included in the above
categories.

Mortgages Receivable

Mortgages Receivable are stated at unpaid principal balances, less the allowance for loan losses as
estimated by management. An adjustment was made in 2010 removing deed restricted mortgages from
the mortgage receivable balances over various grant years. These mortgages are deed restricted, and
the ACIA will never collect against them unless the terms of the deed restriction are viclated. The
Authority does not anticipate any violations in the terms, and therefore does not anticipate collections on
those removed balances. There has been no allowance for loan losses recorded for mortgages
receivable held as security for bond repayments or first mortgages held in the Relocation Agency Fund.

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 wouid be reported.
All cash receipts are first applied to accrued interest.

Net Lease Payments Recgivables

The Authority has various direct financing leases recsivable, which are held as security and guarantee
repayment of Certificates of Participation outstanding. The receivable balances are reported net of
unearned income and balances held by the Authority for repayment of the debt issues.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fixed Assets
Fixed Assets are stated at historical cost, or estimated historical cost if actual historical cost is not

available, and are reported in the Administrative Fund. The Authority's policy is to capitalize assets with a
cost of $1,000. Fixed Assets consist primarily of furniture and equipment.

Depreciation is determined on a straight-line basis for all plant and equipment. Depreciation expense for
2010 and 2009 was $4,841 and 54,440, respectively. Depreciation is provided over the following
estimated useful lives:

Furniture and Equipment 5 years
NOTE 3. INVESTMENTS
As of December 31, 2010, the Authority had no investments in Bond Anticipation Notes or Bonds.
Interest Rate Risk - The Authority does not have a formal investment policy that limits investment

maturities as a means of managing its exposure to fair value losses arising from increasing interest rates.
However, New Jersey Statutes 40A:5-15.1(a) limits the iength of time for most investments to 397 days.

Credit Risk - New Jersey Statutes 40A:5-15.1(a) limits the Authority's investments to those specified in
the Statutes. The type of allowable investments are Bonds of the United States of America or of the local
unit or school districts of which the local unit is a part of: obligations of federal agencies not exceeding
397 days; government money market mutual funds; the State of New Jersey Cash Management Plan;
local government investment pools; or repurchase of fully collateralized securities.

Concentration of Credit Risk - The Authority places no limit on the amount the Authority may invest in any
one issuer.

NOTE 4. CASH AND CASH EQUIVALENTS

Custodial Credit Rigk - Deposits Custodial credit risk is the risk that in the event of a bank failure, the
government's deposits may not be returned to it. The Authority's policy is based on New Jersey Statutes
requiring cash be deposited only in New Jersey based banking institutions that participate in the New
Jersey Governmental Depository Protection Act ("GUDPA”) or in qualified investments established in New
Jersey Statutes 40A:5-15.1(a) that are treated as cash equivalents. The carrying amount of cash as of
December 31, 2010 was $7,327,923. As of December 31, 2010, the Authority's bank balance of
$7,423,612 was not exposed to custodial credit risk. Of that bank balance, $807,723 was covered by
FDIC insurance.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009
NOTE 5. EQUIPMENT

A summary of changes in Equipment for the year ended December 31, 2009, follows:

Fumniture Accumulated Fixed Assets
& Equipment Depreciation Net
Balance: January 1, 2010 $ 32,523 $ 19,068 b 13,455
Additions 4,841 4,841
Balance: December 31, 2010 $ 32,623 $= 23,909 $ 8,614
NOTE 6. LEASE PAYMENT RECEIVABLE

The investment in direct financing leases as of December 31, 2010, assuming related bonds payable are
held to maturity, is as follows:

2010 2009
Gross lease Payments Receivable $ 31,092,193 $ 37,333,908
Less:
Unearned Income (3,928,572) (5,781,511}
Met Debt Service Funds (5,490 508) {5,526,944)
Subtotal (9,419,077) {11,308,455)
Net Lease Payments Receivable $ 21673116 5 26,025453

At December 31, 2010, minimum lease payments receivable {(principal and interest), assuming related
bonds payable are held to maturity, are approximately as follows:

2011 $ 6225560
2012 6,213,051
2013 6,227,478
2014 6,218,469
2015 6,206,735

$ 31,082,193
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

NOTE 7. INTERFUNDS
The following represents the Interfund activity as of December 31, 2010

There is an Interfund Payable for the Home Grant Fund, payable to the Administrative Fund in the
amount of $80,000 at December 31, 2010,

There is an Interfund Receivable for the Administrative Fund, to be re::ei(.-ed from the Home Grant Fund
in the amount of $80,000 at December 31, 2010,

NOTE 8. MORTGAGES RECEIVABLE - BOND FUNDS

The following represents a surnmary of Mortgages Receivable held in Bond Funds,

2010 2009
Balance: January 1, 2010 $ 17,497,870 $ 17,954 842
Add: Mortgages Issued 0 0
Subtotal $ 17,497,870 $ 17,954,842
Less: Repayments (489, 865) - {456,872)
Balance: Decernber 31, 2010 $ 17,008,005 % 17,497,870

The ARC of Atlantic County mortgage receivable balance as of Decamber 31, 2010 was

$2,065,343 (including an extra principal payment made November 2010) and earned interest at a rate of
3.93% with fixed monthly payments due to the Authority of $12,653, maturing October 1, 2030. An
amendment and restatement was executed on December 21, 2010, with an interest rate adjustment to
3.30% and mortgage payments as follows: January 2011 as $7,396.74, and February 2011 to October
2030 as $11,891.44. This 2005 bond was amended and restated in accordance with the terms of the
bond documents supporting the mortgages.

The Faith Baptist Church mortgage receivable balance as of December 31, 2010 was $867,895 and
eamed interest at a rate of 4.71% with interest-only payments due until May 2, 2007. Beginning at that
time, there will be 225 fixed monthly payments of $6,738.80 due to the Authority untii January 2, 2026.

The St. Augustine mortgage receivable balance as of December 31, 2010 was $14,074,668 and earned
interest at a rate of 4.14% with interest-only payments due until converted to a permanent mortgage on
June 1, 2008. Beginning at that time, there will be 300 fixed monthly payments of $80,843.16 due to the
Authority,
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOQTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 9. MORTGAGES RECEIVABLE - IMPAIRED ASSETS

The following represents a summary of Mortgages and Interest Receivable held in the Authority's Grant
Fund as of December 31, 2010 and 2009 which are considered impaired.

2010 2009
Mortgages Receivahle - Schedule to be
Forgiven if Conditions are Met 5 6,670,348 $ 6577133
Total allowance for Loan Forgiveness (6,679,346) (6,677,133)
Net Loan Value: December 31 3 - $ -

and 2009;
2010 2008
Balance of Allowance for Mortgage

Receivable Losses January 1 $ 8,577,133 $ B,752337
Increases:

Aliowance for Additional Mortgages 751,173 1,117,391
Subtotal Increases: 751,173 1,117,391
Subtotal 7,328,308 6,869,728
Decreases:

Forgiven (41,428) (221,759)

Recoveries-Amounts Previously Reserved {56,132} (70,836)

Amounts Reclassed from

Mortgage Balances (not Mortgages) (851,402) 0
Subtotal Decreases: {648 960) {292,595)
Balance of Allowance for Mortgage

Receivable Losses: December 31 $ 6,679,346 $ 6,577,133

The following represents the activity of the allowance for mortgage losses in the Grant Fund during 2010
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 9. MORTGAGES RECEIVAELE . IMPAIRED ASSETS (Continued)

The following represents a summary of Mortgages and Interest Receivable held in the Authority's Agency
Fund as of December 31, 2010 and 2008 which are considered impaired:

2010 2009
Mortgages Receivable - Collection:
Deemed Callectable
Deamed Doubtful $ 20426539 $ 19,921,680
Subtotal Mortgages Receivable 20,426,539 19,921,680
Total Allowance {20,316,805) (18,805,591)
Net Mortgage Receivable - December 31 $ 109,734 $ 116,089

The following represents the activity of the allowance for mortgage losses in the Agency Fund during

2010 and 2009

2010 2009

Balance of Allowance for Mortgage

Receivable Losses: January 1 $ 19,805,551 % 18,871,519
Increases:

Allowance for Interest Receivable 210,842 177,684

Allowance for Mortgages Receivable 433,299 756,408
Subtotal Increases: 644 141 934,072
Subtotal Balance: 20,449,732 19,805,581
Decreaszes:

Reclassified Mortgages Receivable (98,296)

Interest Paid (34,631)
Subtotal Decreases: (132,927) 0
Balance of Allowance for Mortgage

Receivable Losses: December 31 $ 20,316,808 $ 19,805,591
Analysis of Balance:

Interest Receivable $ 4,817,238 $ 4,625287

Mortgage Receivable 15,499,567 15,180,304

Balance:

3 2016805

$ 18,805,591
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009
NOTE 10. LONG-TERM DEET
Bonds, Notes and Certificates of Participation outstanding consist of debt issued by the Authority for
specific projects or programs.  The various chligations constitute debt of the Authority and are
collateralized primarily by the respective facilities, reserves and revenue established within each bond
fund. Assets of an individual bond fund are restricted and not available to meet the obligation of any

other fund or purpose. Bond indentures contain significant requirements for annual debt service and fiow
of funds through various restricted accounts.

Eaq Harbor Township Guaranteed Revenue Bonds

in 2000, the Authority issued bonds in the original amount of $10,880,000. The bonds are special and
limited obligations of the Authority, and the principal or redemption price of and interest on the Bonds are
payable from properties and funds pledged under the bond resolution ("Resolution”), and are secured by
a guaranty agreement with the Township of Egg Harbor dated as of September 1, 2000. The Guaranty
Agreement is authorized by a Township ordinance finally adopted July 26, 2000, requiring the Township
to pledge its full faith and credit to the punctual payment of the principal of and interest on the Bonds so
that the Debt Service Reserve Fund (as defined in the Resolution) is maintained at the Debt Service
Reserve Fund Requirement (as defined in the Resolution), to the extent that revenues or certain other
funds under the Resolution are not available to pay the principal of or interest on the Bonds.

The proceeds of the bonds have been lent to The Egg Harbor Township Golf Corporation ("Golf
Corpaoration”) by the Authority, pursuant to a Loan Agreement dated as of September 1, 2000, The Golf
Corporation is a non-profit corporation and organized in accordance with Revenue Ruling 63-20, as
supplemented by Revenue Procedure 82-26, of the Internal Revenue Service. The Golf Corporation is a
component unit of the Township of Egg Harbor. The proceeds of the loan were used by the Golf
Corporation to finance: (i) the acquisition and construction of an eighteen-hole public golf course,
clubhouse, other golf-retated facilities and the acquisition of the necessary equipment and supplies; (i)
capitalized interest: (i} a debt service reserve fund; and (iv) the cost to issue the bonds. The golf course
and clubhouse are located in the Township.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009
NOTE 10. LONG-TERM DEBT (Continued)

Egqg Harbor Township Guaranteed Revenue Refunding Bonds

In 2006, the Authority issued refunding bonds in the original amount of $9,786,000, under amended loan
and guarantee documents. Bond proceeds were used to defease $9,145,000 of the 2000 Bonds. The
2000 Bonds were paid off in full as of November 1, 2010. The December 31, 2010 Balance Sheet ending
balances and the 2010 Income Statement show only the 2006 Egg Harbor Township Guaranteed
Revenue Refunding Bonds,

Eaq Harbor Township Golf Corporation Trustes Activity

The following represents a summary of the Egg Harbor Township Golf Corporation's Trustee activity
during 2010 and 2009

2010 2009

Opening Cash and

Cash Equivalents - January 1: § 917,785 $ 767241
Increases.

Interest Earned 1,247 14,272

Paymaent from Egg Harhor

Township Golf Course 700,000 850,000

Subtotal Increases: 701,247 864,272
Subtotal Cash and Equivalents Balance: 1,618,032 1,631,513
Decreases:

Administrative Costs (7,844) (12,830)

Interest Paid (444 564) (455,898)

Principal Paid {260,000) (245,000)
Subtotal Decreases: (712,408) (713,728)

Ending Cash and
Cash Equivalents - December 31:

$ 906624

$ 917,785
—



ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 10. LONG-TERM DEBT (Continued)

The ARC of Atlantic County

On September 22, 2005, the Authority issued bonds in an original amount of $2,400,000 to provide funds
to purchase a building for the ARC of Atlantic County. The proceeds of the bonds have been lent to the
ARC of Atlantic County and are secured by a mortgage note dated September 22, 2005. Principal and
interest payments are due monthly. Variable interest rates were fixed for the first five-year period, a
refunding adjusted interest rates to 3.30% as of December 21, 2010, continuing through October 2030 in
accordance with the bond issue documentation.

Faith Baptist Church

On September 22, 2008, the Authority issued bonds in an original amount of $1,000,000 to provide funds
for a portion of Faith Baptist Church building program in Pleasantvile. The proceeds of the bonds have
been leni to the Faith Baptist Church and are secured by a mortgage note dated September 22, 2006.
Frincipal 2nd interest payments are due monthly.

St.Augustine Preparatory School

On January 5, 2007, the Authority issued bonds in an original amount of $15,000,000 to provide funds for
a portion of St. Augustine Preparatory School building program In Buena Vista. The proceeds of the
bonds have been lent to the St. Augustine Preparatory School and are secured by a morigage note dated
January 5, 2007, Interest-only payments were due monthly until amortization of principal and interest
beginning June 1, 2008.

Total General Debt

Principal and interest requirements for remaining terms of the debt are as follows:

Principal Interest Total

2011 3 808,040 F 1117671 $ 1923711
2012 847 887 1,000,119 1,938.006
2013 884 664 1,063,339 1,938,003
2014 917,534 1,016,871 1,934,405
2015 956,373 979,033 1,835,406
2016-2020 5,448 308 4,222 296 9,670,602
2021-2025 6,770,932 2,952,240 9,723,172
2026-2030 7,877,964 1,417,375 9,295,339
2031-2033 2,228,305 118,799 2,347,104
$ 26,738,005 $ 13,967,743 $ 40,705,748
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TC FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 10, LONG-TERM DEBT (Continued)

Atlantic City and Atlantic County Cerlificates of Participation

The Authority sold $72,210,000 Certificates of Participation in its leases with the City of Atlantic City
(which securad the 1985 City Public Facility Lease Rental Bonds) and Atlantic County (which secured the
1986 County Public Facility Lease Rental Bonds) in 1991, Certificates of Participation represent
proporticnate interest in the fixed rental payments from these leases. Proceads from the sale of these
Certificates of Participation were used to establish escrow accounts (with U.S. Government securities)
Public Facility Lease Rental Bonds, and the 1985 County Completion Bonds. As a result of these
transactions, the bonds for these issues have been defeased and, accordingly, connection with the sales
of the Cerlificates of Participation, net of any debt issuance costs, were paid to the lessees in 1991, in
accordance with the lease agreaments, At the end of the lease terms and satisfaction of the Certificates
of Participation, the lessees may purchase the buildings from the Authority for $1. The Authority's liability
associated with these Certificates of Participation is limited to the associated lease revenue and income
theraon.

Principal and interest requirements for remaining terms of the Certificates of Participation are as follows:

Principal Interast Total
2011 $ 4,595,000 § 1,830,560 $ 6225560
2012 4,945,000 1,268,951 $,213,851
2013 5,315,000 912,478 6,227,478
2014 5,655,000 563,469 6,218,469
2015 6,015,000 191,734 6,206,734
$ 26,525,000 % 4,567 192 $ 31,092,192

Long-term debt as of December 31, 2010 consisted of the following:

Beginning Adustments/ Ending Due in
Balance Additions Payments Balance One Year
Genearal $ 27487310 § - $ (749,305) $ 26,738,005 $ 806,040
Certificates of Participation 30,800,000 - {4,275,000) 26,525,000 4,585,000
Compensated Absences 110,945 - (4,879) 106,066 -

$ 535,308,255

E=s]
1

% (5029,184) § 53,369,0M $ 5,401,040
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS

Years ended December 31, 2010 and 2009

NOTE 11. NET ASSETS
Net Assets present the difference between assets and liabilities. The restricted net assets amounts were
as follows: :
December 31
2010 2009

Invested in Capital Assets, Net of Related Liahbilities

Net Plant and Equipment in Service 3 8615 3 13,455
Restricted for Capital Activity and Debt Service:

Restricted Cash and Equivalents 5,631,813 5,655,641

Restricted Investments 0

Current Assets 5,837,433 5,345 996

MNon Current Assets 42,954 220 48 513,002
Subtotal Restrictions 54 823 466 59,514,729
Subtotal 54,632,081 59,628,184
Deductions:

Current Liabilities Payable from Restricted Assets (6,460,088) (6,023,0086)

Long Term Liabilities {(48,005,857) (53,426,491)
Subtotal Deductions (54,465 945) (59,449 497)
Subtotal 66,136 78,687
Unrestricted 944,209 927,922

Total Net Assets

$ 1,010,345

$ 1,006,609
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2008

NOTE 12. PENSION PLAN

All of the Authority's employees participate in the Public Employees' Retirement System ("PERS"). This
system is sponsored and administered by the New Jersey Division of Pensions and Benefits and is
considered a cost sharing multiple-employer plan,

The Public Employees' Retirement System was established in January, 1955 under the provisions of
N.J.S.A. 43:15A to provide coverage inciuding post-retirement health care to substantially all full-time
employees of the State or any county, municipality, school district or public agency provided the
employee is not a member of another State-administered retirement system. Membership is mandatory
for such employees and vesting occurs after 10 years of service and 25 years for health care coverage.
Members are eligible for retirement at age 55, with an annual benefit generally determined to be 1/55th of
the average annual compensation for the highest three fiscal years' compensation for each year of
membership during years of creditable service, Early retirement is available to those under age 80 with
25 or moare years of credited service. Anyone who retires early and is under age 55 receives retirement
benefits as calculated in the above-mentioned formula but at a reduced rate (one quarter of one percent
for each month the member lacks of attaining age 55),

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues publicly-
available financial reports that include the financial statements and required supplementary information
for PERS. The financial reports may be obtained by writing to the State of New Jersey, Department of
the Treasury, Division of Pensions and Benefits, P.Q. Box 295, Trenton, NJ 08625-0295.

Legislation enacted during the year ended June 30, 1997 (Chapter 115, P.L. 19497), changed the asset
valuation method from market related value to full-market value. This legistation also contains a provision
to reduce the employee contribution rates under PERS by 1/2 of 1 percent to 4.5 percent for calendar
years 1998 and 1999, and to allow for a reduction in the employee's rate after calendar year 1999,
providing excess valuation assets are available. The legislation also provided that the entity's normal
contributions of the fund may be reduced based on the revaluation of assets. Due to recognition of the
bond proceeds and the change in asset valuation method as a result of enactment of chapters 114 and
1185, all unfunded accrued liabilities were eliminated.

Due to enactment of the legislation described above, the State of New Jersey's portion of the unfunded
accrued liability under the retirerment system was eliminated.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009
NOTE 12, PENSION PLAN (Continued)

The contribution policy for the PERS is set by N.J.S.A. 43:15A, Chapter 62, P.L. of 1994, Chapter 115,
P.L. of 1999, and requires contributions by active members and contributing employers. Plan member
and employer contributions may be amended by State of New Jersey legislation. PERS provides for
employee contributions of 5.5% of employees' annual compensation, as defined. Employers are required
to contribute at an actuarially-determined rate. The actuarially-determined contribution includes funding
for basic retirement allowances, cost-of-living adjustments, noncontributory death benefits, and post-
retirement medical premiums.

The Authority's total payroll for the years ended December 31, 2010, 2009 and 2008 was $969,123,
$845 904 and $737,299, respectively, and covered payroll was $786,659, $774,221 and $686,277,
respectively, Information regarding contributions made by the State of New Jersey on behalf of the
Authority is not available. Contributions to PERS for the years ended December 31 made by the
employees and the Authority were as follows:

Employees Authority
Percent of Percent of
Covered Covered
Year Ending Amount Payroll Amount Payroll
12/31/2010 § 46,662 5.50% $ 61,57 5.00%
12/31/2009 42 682 5.50% 46,629 6.00%
12/31/2008 36,034 5.50% 30,845 4.49%

The Authority had not been required to make a contribution to PERS for several years. Effective with
2005, the Authority's required contributions to PERS was being phased in at 20% per year. For 2008,
2009 and 2010, the Authority has made 100% of the required contribution. The Authority's required
contribution to the PERS as a percentage of the total actuarially-determined contribution requirement for
all employers covered by PERS is not available,

The "pension benefit obligation” is a standardized disclosure measure representing the present value of
pension benefits adjusted for the effects of projected salary increases estimated to be payable in the
future based on employee service credited to date. The measure, which is the actuarial present value of
credited projected benefits, is intended to help users assess the funding status of the retirerent systems
on a going concern basis, assess progress made in accumulating sufficient assets to pay benefits when
due and make comparisons among employers. This measure is independent of the actuarial funding
method used o determine employer contributions to the systems.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2040 and 2009
NOTE 13. CONTINGENCIES

In the normal course of business, the Authority may periodically be named as a defendant in litigation. 1n
the opinion of management, supported by legal counsel, the impact of any such matters, if adversely
determined, would naot have a material adverse effect on the financial statement or operations of the
Authaority.

NOTE 14. COMPENSATED ABSENCES

Employees become eligible to receive sick leave in accordance with Note 2. The benefits are provided as
the lesser of $15,000 or 50% of accrued sick leave. Management estimates that the unrecorded balance
of accrued sick ieave at December 31, 2010 and 2009, assuming all employees are eligible for accrued
sick leave at termination, is approximately $106,066 and $110,945, respectively. In 2004, the payment
was at management's discretion. During 2005, the Board voted to change the policy, thereby requiring
the liability to be recorded,

NOTE 15. POST-RETIREMENT BENEFITS

On January 1, 2007 the Authority as required, adopted GASB 45, "Accounting and Financial Reporting by
Employers for Post Employment Benefits Other than Pensions.” This Statement requires governmental
entities to raport the future cost of other post employment benefits (“OPEB") on a present-value basis
instead of the present "pay as you go” method. At December 31, 2010, based on the eligible employees,
the liability for the maximum three-year post-retirement benefit would be $146,692.

NOTE 16. ECONOMIC DEPENDENGY

The administrative operations of the Authority are dependent upon management agresments with various
governing bodies and agencies for projects in Atlantic County.

NOTE 17. RELATED PARTY TRANSACTIONS

The Authority has a net lease receivable due from the County of Atiantic as of December 31, 2010 and
2009 with a balance of $18,197,255 and $22,008 440 respectively. The County remits payments equal to
debt service on associated Certificates of Participation less earnings on reserves held.

The Authority leases its primary office space from the County under annual iease agreements. Rent
expense paid to the County during 2010 and 2008 was $29,717 and $29,717, respectively.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO FINANCIAL STATEMENTS
Years ended December 31, 2010 and 2009

NOTE 17. RELATED PARTY TRANSACTIONS (Continued)

The Authority entered into an agreement with the County for the Authority to operats the John F. Gaffney
Green Tree Golf Course ("Golf Course”) effective June 1, 2007 for renewable one year term ending May
31, 2008. On July 14, 2008, the Authority and County amended the initial agreement to December 31,
2007 and enter into a renewal agreement for one year commencing January 1, 2008 and ending
December 31, 2008. This agreement shall be renewable by mutual consent for successive terms of one
year each through 2013. The Authority will perfarm the day-to-day operation of the Golf Course including
the Golf Course’s Pro Shop and Club House, All the Golf Course equipment which is currently owned by
the County shall remain County property but shall be made available for the use and benefit of the
Authority. The Authority previously, at the end of each month, turned over the net revenue and interest to
the County, Beginning in 2011, at the request of the County Treasurer, the Authority will be making one
annual payment of revenue and interest to the County. The net revenue shall be based upon the gross
revenues of the Golf Course (including green fees, net Pro Shop sales, and any other revenue generated
in connection with Golf Course operations) less operating and management expenses that are incurred
by the Authority pursuant to the Agreement.

NOTE 18. SUBSEQUENT EVENTS

Management has reviewed and evaluated all events and transactions that occurred between December
31, 2010 and March 24, 2011, the date that the financial statements were issued for possible disclosure
and recognition in the financial statements, and no itemns have come to the attention of the Authority that
would require disclosure.
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

Schedule 1

SCHEDULE OF APPROPRIATIONS COMPARED TQ BUDGET - ADMINISTRATIVE FUND

Operating Revenues:
Project Administration Fees
Bond Fees
Grant and Agency Fund Fees
Reimbursament and Other

Total Operating Revenues

Operating Expenses:
Payroll Expenses
Employee Benafits
Rent
Professional Fees
Insurance
Administrative and General
Depreciation

Total Operating Expenses

Other Income/lExpenses);
Investment Income

Total Other Income/(Expenses)

Net Income/(Loss)

Year ended Decernber 31, 2010

2010 Unexpended
2010 Final 2010 Balance/
Budget Budget Actual (Excess)
$ 963,666 % 963,556 % 860,369 3 (103,197)
79,000 79,000 22,500 (56,500)
423,000 423,000 456,293 33,293
531,200 531,200 172,298 (358,802)
1,998,756 1,996,756 1,511,450 (485,306)
1,277,000 1,277,000 859,923 317,077
439,200 439,200 300,557 138,643
29,717 29,717 29717
85,276 85,276 102,150 (16,874)
115,000 115,000 86,308 28,692
60,780 60,790 30,671 30,119
6,000 6,000 4,841 1,159
2,012,983 2,012,983 1,514,167 458,816
16,250 16,250 6,453 (9,797)
16,250 16,250 6,453 (9,797)
3 23 3 23 § 3,736 b1 3,713
See Independent Auditor's Report Page 35



ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

COMBINING BALANCE SHEETS

Year ended December 31, 2010

Schedule 2

ASBSETS
Administrative Bond Grant
Total Fund Fund Fund
Unrestricted Assets:
Current Assets:
Cash B 717,374 $ 717,374 %
Other Recaivables 313,928 313,928
Total Unrestricted Current Assets 1,031,302 1,031,302
Restricted Assets:
Current Assets:
Cash 5,631,432 57,644 5,490,505 83,283
Interest Receivable 127,825 127 825
Accounts Receivable - HUD 214 727 214,727
Guarantesad Note Receivable 305,000 305,000
Interfund Recaivahle - HOME 80,000 80,000
Net Lease Payments Receivable 4,730,861 4,730,861
Mortgages Receivable 501,040 501,040
Total Restricted Current Assets 11,590,885 137,644 11,155,231 298,010
Non-Current Assets:
Mortgages Receivable 23,186,311 16,606,965 6,679,346
Valuation Allowance for Loan Losses (6,679,346) (6,679,346)
Guaranteed Note Receivable 9,425,000 9,425,000
Met Lease Payments Receivable 16,842,255 16,942,255
Total Restricted Non-Current Assets 42,874,220 42 874,220
Total Restricted Assets 54,465,105 137,644 54 029 451 298,010
Capital Assets, Net of Depreciation 8,615 8,615
Total Assets $ 55,505,022 $ 1,177,561 § 54,029,451 298,010
See Independent Auditor's Report -Page 36



ATLANTIC COUNTY IMPROVEMENT AUTHORITY

COUNTY OF ATL.ANTIC, NEW JERSEY

COMEINING BALANCE SHEETS

Unrestricted Assets:
Current Liabilities:
Accounts Payable

Total Unrastricted Current Liabilities

Restricted Assets:
Current Liabilities:
Accounts Payable
interfund Payable - Adrmin
Interest Payable
Current Portion of Long-Term Debt

Total Current Liabilities Payable From
Restricted Assets

Long-Term Liabilities:
Deferred Program lncome
Accrued Sick and Vacation
Certificates of Participation
Bonds Payable

Tolal Long-Term Liabilities
Total Liabilities
Net Assets:
Investad in Capital Assets,
Net of Related Debt
Restrictad for Capital Activity
and Debt Service
Unrestricted

Total Net Assets

Total Liabilities and Net Asseats

Year ended December 31, 2010

Scheduie 3

LIABILITIES
Administrative Bond Grant
Total Fund Fund Fund
% 6,775 ] 8,775 3 %
6,775 6775
154 622 19,222 135,400
80,000
766,446 766,448
5,401,040 5,401,040
6,402,108 19,222 5,167 486 215,400
82,610 _ 82,610
141,219 141,219
21,930,000 21,930,000
25,831,965 25,931,965
48,085,794 141,219 47 861,965 82610
54,494,677 167,216 54,029,451 298,010
B,615 8615
57,521 57,521
944 209 844,209
1,010,345 1,010,345
% 55,505,022 $ 1,177.561 § 54,029.451 $ 208010
See Independent Auditor's Report Page 37
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY

COUNTY OF ATLANTIC, NEW JERSEY

COMBINING BALANCE SHEETS - GRANT FUNDS

Restricted Assets:
Current Assets:
Cash
Accounts Receivable - HUD
Total Restricted Current Assets
Non-Current Assets;
Morngages Receaivable
Valuation Allowance for Loan Losses
Total Restricted Non-Current Assets
Total Restricted Assets

Total Assets

Restricted Assets:
Current Liabilities;
Accounts Payable
Interfund Payable - Admin

Total Current Liahilities Payable
From Restricted Assets

Long-Term Liabilities:
Deferred Program Income
Due To Various Agencies

Total Long-Term Liabilities

Total Liabilities

Total Liabilities and Net Assets

Year ended December 31, 2010

Schedule 6

ASSETS
HOME QOther
Total CDBG Funds Funds
$ 83,283 % 42,937 5 25,659 % 14,687
214,727 56,636 158,091
298,010 98,573 183,750 14,687
6,679,248 B61,236 5,721,710 96,400
{6,679,346) (861.2386) (5,721,710) (96,400)
298,010 99,573 183,750 14,687
$ 298,010 % 99,573 3 183,750 % 14,687
LIABILITIES.AND NET ASSETS
$ 135,400 $ 56,637 % 78,763 5
80,000 80,000
215,400 56,637 158,763
82,610 42 936 24 987 14,687
82,610 42,936 24,987 14,687
298,010 89,573 183,750 14,687
5 298,010 % 99,573 3 183,750 3 14,687
See Independent Auditor's Report Page 40
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY

COUNTY OF ATLANTIC, NEW JERSEY

COMBINING BALANCE SHEETS - GRANT FUNDS - OTHER

Year ended Dacember 31, 2010

Schedule 9

Jobs
Total USDA Bill

Asseis:

Cash $ 14,687 $ 1,995 $ 12692

Mortgages Receivable 95,400 55,525 40,875

Mortgages Receivable Vaiuation Allowance (96,400) (55,525) '(40,875)
Total Assets § 140687 b 1,895 $ 12,692
Liabilities:

Deferred Program Income $ 14,687 5 1,995 $ 12,692
Total Liabilities $ 14,887 $ 1,995 $ 12,692

See Independent Auditor's Report
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

COMEINING BALANCE SHEETS - AGENCY FUNDS

Year ended December 31, 2010

Schedule 10

Howusing
Projects Other Mortgages Total
Assets:
Cash % 777,447 % 201,668 5 5 979,115
Monrgage Interest Receivabia i 32,403 4,784,835 4,817,238
Accounts Receivable - Other 66,625 66,625
Mortgages Receivabla 1,393,252 14,216,049 15,609,301
Mortgages Receivable Valuation Allowance (1,315,921) {19,000,884) {20,316,805)
Total Assets $_ 887,181 § 268,203 ¥ 5 1,155,474
Liabilities:
Accounts Payable and Accrued Expenses $ $ 47532 % 3 47,532
Due To Various Agencias B&7,181 220,761 1,107,942
Total Liabilities 3 887.181 $ 268,203 3 5 1,‘1 55,474
See Independent Auditor's Report FPage 44



podey sgoppmy jJuspusdapu) 365

=TT b BEF LY ¢ [Fisye et & 9Ci'0FE $ % SE1'BSL t B59'L¥L %
[ETRT % BTF LS £ LZEHOE $ agL'0ke % L - [ET =31 8 3 659'tFL %
=TT % B2F'LL % LEE'392 & gelL e ] % ge1'B5L % BSEMFE &
{1Z8'51E"}) {eor'os2) (ZeZ'aLsl {941%95) (505'0g)
EGZ'EEL'L oFs'LFE ZEZ'8lB SIGTFL S05'0S
EOF'EE gur's SEE'EE
FELLL % BZF'LL g LZR'ROE £ ZOVOEL 5 % = o % B6EE'iFL %
110 LONEUIGELSY SIAMD | welGog uoneas|ay apehey Apuswing ApisgpRg
[euay uoyBug SIUEISISSY leR BPISISaAN A2 1ejigeH afiefiuop
wautedumar] UGIISALOD Wed
£y aguepy Aoraluwelsy

i1 SIpeyog

0L0Z °1£ 43qWada pepua JBaj

£123r0dd SNISNOH ‘SANNd AONIOV
133HS IONYIVE

ASSHAr MIN “JILNVILY 40 ALNNDD
ALIEHOHLNY LINIWIAOHAN] ALNNOD JILNYLLY

o sfeq

senyIaelT Eel

sapualy snoues, 0] ang
SsngE

sjessy (€101

SoU MO UORENEA, 2|aEnEaay ssbebuoy
agensosy sabeBuow
spgensiay Jsass|uy abebuopy
use]
SjEssy



yoday s, 0)pny [Wapuadepu| sag

£EZ'8SE 8 ££9'9 206 gL T4 ¢ 8LE0F GOs'L AN &
L9L DT 28 Z06"ok1 S04'8E TID'GE
ZEG 2P ££9'g oty $ oFl's GOB'L yEL'IE LS
EGE'89E At £EQ'S zOs'gF| 6ZE°0F $  BIE'0F §08'L FZL'LE 3
T g £E£9'0 £9¢°82 Sog'L Fei'le
295°10E £8 ZOG'orL oos'cl & 2IB8'0F $
TN oSy SAEMpEDY ucHeIcEY asinog Jjogs ET a1en) jo apedey
any ULag aal] Usain) syyfing WNKLIJUOT) jemprecyg
Lopesnp3 Jo
piEog QY

Tl 9npaysg

BLOZ “LE Jequada] papua lea),

U3IHLO *SANNS AONIOY
13FHS JONYIVE

AISHIAM MIN "DIENYILY 40 ALNNOD

ALIMCHLNY LNIRIAOUDNI ALNNCD JILNYILY

gy abey

sanHIqer] jeel

saipusby snolen o) ang
sasuadxg pauady pue sigeded sjuncooy
SmgeEn

1958 [ejol

JBUI0) - B|QEARIEY SIUNOay
ysen
‘SjEssy



today s ouphy JUapuadapl; 8ag Ly obed

$ $ ¢ $ ssigen [ewe L
% $ $ $ slassy [ejo L

{788'00061) {582'885°¢) {0Zg'czs'a) 1642'698°5) asuemo|[y uonen e a|genacsy safebuop

BRO'OLZ'FL 622'260°C 02£'¢25'6 00G'009'L s|qenaley sabebuow

GES'FEL'Y 3 955'G6p % b 622682t $ a|qenisasy 1saiau| shebuopy
SJessY

[elo] BZE|d sjusuledy sjuawpedy
uouuSA, pnog siaujIeq
UapIeEn)

0LOZ ‘)€ 19quaseQ papua Jea)

SAOVOLYOW ‘SANNS AJNIDV
133HS FONYIVE

AZSHIAr MIN “JILNYTILY 40 ALNNOD
ALIMOHLNY LNIWIAOHdWI ALNAQD JIENVILY

€1 ampatps



ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

COMBINING STATEMENT OF ACTIVITIES

Year ended December 31, 2010

Schedule 14

Administrative Bond Grant
Total Fund Fund Fund
Operating Revehues:
Project Administration Fees % 860,359 $ 860,359 5
Bond Fees 22,500 22 500
Grant and Agency Fund Feas 456 203 456,293
Grants 2,346,743 2,346 743
Reimbursement and Other 172,298 172,288
Total Operating Revenues 3,858,193 1,511,450 2,346,743
Operating Expenses:
Payrall Expenses 959,923 959,923
Employse Benefits 300,557 300,557
Rent 29,717 28,717
Professional Fees 102,150 102,150
Insurance 86,308 86,308
Administrative and Gensral 30,671 30,671
Project Costs 2,004,000 2,004,000
Service Fees 242,742 342,743
Depreciation 4,841 4 841
* Total Operating Expenses 3,860,910 1,514,167 2,346 743
Operating Income (Loss) (2,717 (2,717)
Non-Operating Revenues/(Expenses).
Investment and Interest Income 1,236,749 6,453 1,230,296
Lease Rental 1,784 475 1,784 475
Bond and Note Interest (3,014,771) (3,014,771)
Total Non-Oparating
Revenues/(Expenses) 6,453 6,453
(Decrease)/increase in Net Assets 3,736 3,736
Net Aszets at Beginning of Year 1,006 609 1,008,604
Net Assets at End of Year $ 1,01 0!345 $ 1010245 L%
See Independant Auditor's Report Page 48
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY

COUNTY OF ATLANTIC, NEW JERSEY

COMBINING STATEMENT OF ACTIVITIES - GRANT FUND

Operating Revenues;

Grants

Program Income
Total Operating Revenues
Operating Expenses:

Project Costs

Service Fees
Total Operating Expenses
Operaling lncoms
Increase/(Decrease) in Net Assets

Net Assets at Beginning of Year

Net Assets at End of Year

Year ended December 31, 2010

Total

$ 2,232,159 $
114,584
2,346,743
2,004,000

342,743

2,346,743

See Independent Auditer's Report

CDBG

1,418,697

49,297

1,467,994

1,246,940

221,054

1,467,994

Schedule 16

HOME
Funds

¥ 813462

65,287

878,749

757,060

121,688

878,749

Page 50
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ATLANTIC COUNTY iMPROVEMENT ALTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

COMPARATIVE STATEMENTS OF CASH FLOWS

Year endad December 31, 2010

Adminigtrative Bond Grant
Total Fund Fund Fund
CASH FLOWS TONFROM) OPERATING ACTIVITIES:

Project Administration Feea 3 854,960 $ 454,880 3

Bond Fees 22,500 22,500

Grant and Agency Fees 303,817 383,617

Granta 2,313,556 2,313,556

Reimbursemant and Other 78,965 78,965

Payroll Expenses {870,855} (970,855)

Employss Benefita {300,651} (300,651)

Rent (29,717} (28,71T)

Professional Fees {105,604} {105,604)

Insurance (86,308) (B6,308)

Administrative and Ganeral (26,771) (26,771)

Cash Faid To Subcontractor and Vendors (2,327 852) ;2 327 352!
Net Cash Provided By Operaling Activitios (1584,180) {168 864) {14,285}
CASH FLOWS TOXFROM) INVESTING ACTMITIES:

Investment and Interest Income 108,980 6,453 102,527
Net Cash Provided/(Usad) By Investing Activitles 108,080 5,453 102,527
CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:

Principal Paymenta Raceived on Mortgages 81,516 B1.516
Mortgages lasued (31,839) (31,939}
Princlpal Faymenta Received on Bonds
Principal Payments Made on Bonds {4,275,000) (4,275,000)
Fees Paid To AGIA (51,800) (51,800
Interfunds Special Revenue (82,008 {B2,089)
Lease Rental 8,130,187 6,135,187
Interest Paid on Bonds (1,966,715) {1.9668,715)

Net Cash Provided/{(Used) By

Capital and Related Financing Actlvities {1186,850) (32 088) (102,528) (2,323)
Increase/(Decrease) in Cash and Cash Equivalents (262 ,130) (245,510) (1) (16,819)
Cash and Cash Equivalents, January 1 6610 938 1,020,528 £ 400,508 09,002
Cagh and Cash Equivalents, Dacembar 31 § 6348808 5 775,018 5,490,505 ] 83,283
Reconciliation To Balance Sheet:

Unrestricted Cash $ 7374 ] 717,374 3

Reztricied Cash 5,631,432 57 644 5,480,505 831233

$ 632486806 3 776,018 5,490,505 ] B3,283
Raconciliation of Operating Income Ta Net Cash
Provided By Operating Activilies:
Operating Loas 5 (2,717 % {2,717} 5
Adjustmants To Recondile Qperaling Income To
Net Gash Provided By Operating Activities:
Depreciation d, 841 4 B4
Changas bn Assels and Liabilities;
(Incresse)/Decreasa in Accounts Receivable (212,340) (161,408) (50,832)
Increase/(Decreane) In Acoounts Payable B3,174 {1,380) 50,554
Dracrease in Due To Atlantic County (53,818) (53.918)
(Docreasa) In Accrued Sick and Vacation {9,200 {9,200}
$  (184,160) 5 {160,864) 3 {14,296}
Sea Independent Auditor's Report Page 53




ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

COMPARATIVE STATEMENTS CF CASH FLOWS - BOND FUND

Year ended Dacember 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES:
Service Fees

Net Cash Frovided/(Used) By Operating Activities

CASH FLOWS TQ/(FROM) INVESTING ACTIVITIES:
Investment and interest Income

Net Cash Provided/(Used) By Investing Activities

CASH FLOWS FROM CARPITAL AND RELATED
FINANCING ACTIVITIES:
Fayments Recaived on Bonds
Principal Payments Made on Mortgages/Bonds
Lease Rental
Interest Paid on Bonds

Met Cash Provided/{Used) By
Capital and Relatad Financing Activities

(Decrease)ingrease in Cash and Cash Equivalents
Cash and Cash Equivalents, January 1
Cash and Cash Equivalents, Decernber 31

Reconciliation To Balance Sheet:
Restricied Cash

Reconciliatlon of Operating income To Net Cash
Provided By Operating Activities:
Operating Loss
Adjustments To Reconcile Operating Income To
Met Cash Provided By Operating Activities:
Decrease in Accounts Payable

Total

§ 102527

102,527

(4,275,000)
6,139,187

(1.966,715)

(102,528)
M
5,490,506

[N MLE=St S fn

$ 5,490,505

35450505

See Independent Auditor's Report

Schedule 20

Allantic City Atlantic Gounty
Certificate of Certificate of
Participation Participation
Series 1991 Series 1991
§ 102,527
102,527
(520,000) (3,756,000)
839,409 5,290,688
{319,500} (1.647.215)
(1) {102,527)
(m
1 5,490,505
$ 5490505
3 5,490,505
T 5,490,505
$
5
Page 54



ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

COMPARATIVE STATEMENTS OF CASH FLOWS - GRANT FUND

CASH FLOWS FROM OPERATING ACTMITIES:
Grants
Program Income
Cash Paid To Subcontractors and Vendors

Net Cash Provided/{Used) By Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Principal Payments Received on Morigages
Mortgages tssued
Fees Paid Te ACIA
Interfunds - Speclal Revenue Funds

Net Cash Provided/(Used) By
Capital and Related Financing Aclivities

Incraase/(Dacrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, January 1

Cash and Cash Equivalents, December 31

Reconciliation To Balance Sheet;
Restricted Cash

Reconciliation of Operating ingome To Net Cash
Provided By Operating Activities:
Operating Income/(Loss)
Adjustments To Reconcile Operating Ineome To
Net Cash Provided By Operating Activities:
Dacrease in Accounts Receivable
Increasa/(Decreasze) in Accounts Payable
(Decreaze) in Due To Atlantic County

Year ended December 31, 2010

Schedule 24

HOME Other
Total COHRG Funds Funds
F  2313.,556 $ 1418697 % 894,859 $
(2,327,852) {1,472 B15) {855,237)
(14,296) (53,918) 39,622
81.516 47,070 25888 8,558
(31,939) (20,713) (11,226)
{51,900) {7.800) {44,100)
(2,323) 39,270 (38,925) (2,66G8)
(16,619) {14.648) 697 (2,668)
99 902 57,585 24 962 17,355
% 83,283 3 42 837 $ 25,659 ¥ 14,687
3 83,283 % 42,937 3 26 659 $ 14687
3 83,283 3 42 937 ] 25,658 3 14687
% (50,932) 3 39.427 % (90,359) P
80,554 (39,427) 129,981
(53,818) {53.918)
L {14,296) P (563,018) % 39,622 %
See Independant Auditor's Report Page 55
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Schedule 24
ATLANTIC COUNTY IMPROYEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY
COMPARATIVE STATEMENTS OF CASH FLOWS - GRANT FUND - QTHER

Year ended December 31, 2010

Total usbAa Jobs Bill
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES;
Principal Payments Received on Mortgages $ 8558 $ 2000 $ 6558
Mortgages Issued {11,226) {2,687) (8,639)
interfunds - Spacial Révenua Funds
Net Cash Provided/(Used) By
Caplital and Related Financing Aclivities (2,668) {B87) (2.081)
Increase/{Decrease) in Cash and Cash Equivalents (2,668) (587) (2,081
Cash and Cash Equivalents, January 1 17,3556 2,582 14,773
Cash and Cash Equivalents, Dacember 31 $ 14887 $ 1,995 $ 12,692
Raconciliation To Balance Sheet:
Restricted Cash $ 14687 ] 1,995 $ 12,692
$ 14,887 $ 1,995 $ 12,602
Reconciliation of Gperating Income To Net Cash
Provided By Operating Activities:
Operating Income/(Loss)
Adjustments To Reconcile Operating Income To
Net Cash Provided By Operating Activities:
(increase)Decrease in Accounts Receivable
Increase/(Decraase) in Accounts Payable
Increase/(Decrease) in Interfunds Payable
b B b

See Independent Auditor's Report Page 538
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PR
FORD-SCOTT

ASSOCIATES,

CERTIFIED PUBLIC ACCOUNTANYTS

1535 HAVEMN AVEMUE = PO BOX 518 « OQCEAN CITT, M) + DB226-0538
FHOMNE 609.399.6323 + FAX 609,399,370

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCCRDANCE
WITH GOVERNMENT AUDITING STANDARDS

Chairman and Commissionsrs of the
Attanticc County Improvemnent Authority
Mays Landing, New Jersey

We have audited the basic financial statements of the Aflantic County improvement Authority
{“Authority”), a component unit of the County of Atlantic, as of and for the year ended December 31,
2010, and have issued our report thereon dated March 24, 2011. 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,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the basic financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Authority’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Authority's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
managerment 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 combination
of deficiencies, in internal cantrol, such that there is a reasonable possibility that a material misstaterment
of the Authority’s financial statements will not be prevented, or detected and corrected on a timely basis.

Qur consideration of the intarnal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did npt
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknasses, as defined above,

FPage 59



Compliance

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

We noted certain matters that we reported to the Authority's management in a separate letter dated
March 24, 2011.

This report is intended solely for the information and use of management, the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, as well as other federal
and state awarding agencies and pass-through entities, and is not intended to be and should not be used.
by anyone other than these specified parties.

Fond, deott & Qasociates, LLLC.

FORD, SCOTT & ASSOCIATES, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

C,—\_/

Leon P. Costello
Certified Public Accountant

March 24, 2011
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REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT
AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
QOVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Chairman and Commissioners of the
Atlantic County Improvement Authority
Mays Landing, New Jersey

Compliance

We have audited the compliance of the Atlantic County Improvement Authority (*Authority®} in the County
of Atlantic, State of New Jersey, with the types of compliance requirements described in the U. 5. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a direct and
material effect on each of its major federal programs for the year ended December 31, 2010, The
Authority's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and guestioned costs. Compliance with the requirements of laws,
regulaiions, contracts and grants applicable to each of its major federal programs is the responsibility of
the Authority's management, Our responsibility is to express an opinion on the Authority's compliance
based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, Those standards and OMB Circulars A-133 require
that we plan and perform the audit to abtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred.  An audit includes examining, on a test basis, evidence about the
Authority's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determination on the Atiantic County Improvement Authority's
compliance with those requirements.

In our opinion, the Authority complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended December 31, 2010.
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internal Control Qver Compliance

The management of the Atlantic County Improvement Authority is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations, contracts
and grants applicable to federal programs. In planning and performing our audit, we considered the
Authority's internal control aver compliance with requirements that could have a direct and material effect
on a major federal program in order to determine our auditing procedures for the purpose of expressing
our epinion on compliance and to test and report on internal control over compliance in acceordance with
OMB Circular A-133, but not for the purpose of expressing an opinion onh the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
Authority's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis, A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above.

This report is intended solely far the information and use of the management of the Authority, the Division
of Local Government Services, Department of Community Affalrs, State of New Jersey, and federal

awarding agencies and pass-through entities and is not intended and should not be used by anyone other
than these specified parties,

Fond, deott & Lasociates L.L.C.

FORD, $COTT & ASSOCIATES, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

W

Certified Public Accountant

March 24, 2011
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COUNTY OF ATLANTIC, NEW JERSEY

NOTES TO SCHEDULE OF FEDERAL FINANCIAL AWARDS

Year ended December 31, 2010
Note 1. General

The accompanying Schedule of Federal Financial Awards presents the activity of all federal
award programs of the Atlantic County Improvement Authority. The Authority is defined in Note
1(A) to the Authority’s financial statements. All federal awards received directly from federal
agencies as well as federal awards passed through other government agencies are included on
the Schedule of Federal Financial Awards.

Note 2. Basis of Accounting

The accompanying Schedule of Federal Financial Awards is presented using the modified
accrual basis of accounting. This basis of accounting is described in Note 1 to the Authority's

financial statements.

Note 3. Relationship To General Purpose Financial Statements

Amounts reported in the accompanying Schedule agree with amounts reported in the
Authority’s financial statements.

Grant Fund $ 2,229,172
Less. Program Income
Federal Award Schedule $ 2220172
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2010

. Summary of Auditor's Results

Financlal Statements
Type of auditor's report issued; Unqualified Opinion
Internal control over financial reporting: |

1) Material weakness(es) identified? yes X no

2) Significant deficiencies identified that are
not considered to be material weaknesses? yes X none reported

Nan-compliance material to basic financial
statements noted? yes X  no

Federal Awards

Internal Control over major programs;

1) Material weakness(es) identified: yes X no
2) Significant deficiencies identified that are not
considered to be material weaknesses? yes X  none reported
Type of auditor's report issued on compliance for major programs: Ungualified Opinion

Any audit findings disclosed that are required to be reported
in accordance with section .510(a) of Circular A-1337 yes X no

Identification of major program:

CFDA Numberis) Name of Federal Program or Cluster

14,218 Community Development Block Program
14,239 HOME Investment Partnership Act
Dollar threshold used to distinguish between type A and type B programs: $300,000
Auditee qualified as low-risk auditee? X yes No
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2010
{CONTINUED)

FINDINGS RELATING TO THE FINANCIAL STATEMENTS WHICH ARE REQUIRED TO BE
REPORTED IN ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENTAL AUDITING
STANDARDS

In accordance with Government Auditing Standards, our audit disciosed no findings relating to the
financial statements that are required to be reported under this section.

FEDERAL AWARDS ASSISTANCE FINDINGS AND QUESTIONED COSTS

Federal:
Our audit disclosed no material Findings or Questioned Costs.

SUMMARY SCHEDULE OF PRIOR-YEAR FINDINGS AND QUESTIONED COSTS AS PREPARED
BY MANAGEMENT

This Section identifies the status of prior-year findings related to the financial statements and federal
and state awards that are required to be reported in accordance with Chapter 6.12 of Government
Auditing Standards, and U.5. OMB Circular A-133 (Section .315 (a)(b)}.

Status of Prior-Year Findings

None
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ATLANTIC COUNTY IMPROVEMENT AUTHORITY
COLNTY OF ATLANTIC

FINDINGS AND RECOMMENDATIONS

2010-01

The Authority's professional services expenses exceeded its budgeted amount without obtalning an
approved amended budget. In addition, the Authority's self prepared financial statements omitted one
Agency Fund cash account.

Criteria:
The Authority is reguired to amend its approved budget when it determines that expenses will
exceed the originally budgeted amount. This amendment is to be approved and filed with the
Division of Local Government Services.  In addition, all Authority cash accounts, although
recorded internally, are to be included in prepared financial statements.

Condition: ‘
Professional service expenses exceeded the budgeted amount by $16,874. A new 2010 Agency
account with an ending balance of $146,802 was excluded from the financial statements.

Cause:
Inadvertant oversight in the year end review of budgated expenses and financial statement
preparation. A computerized system that does not prevent or “red flag” when expenses exceed
budgeted amounts,

Effact:
An ovarexpended budget line and incomplete Agency Fund account balances.

Recommendation: .
That the Authatity amend its budget by year end, and ensurg the inclusion of all cash and related
accounts in their financial staterments.

in accordance with OMB Circular A-133, Audits of States, Local Governments and Non-Profit
Organizations, and Division of Local Government Services Regulations, a corrective action plan must be
prepared and filed by the City Council in response to comments, if any.

Shoulg any questions arise as to my comments or recommendations, or should you desire assistance in
implementing my recommendations, please do not hesitate to call me,

Fond, deott & Qoaociales, £.L.C.

FORD, SCOTT & ASSOCIATES, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

W'

Certified Public Accountant

March 24, 2011
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