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INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and
Members of the City Commission
City of Ventnor City

Ventnor City, New Jersey 08406

We have audited the accompanying statements of assets, fiabilities, reserves and fund balance-- regulatory basis
of the various funds of the City of Ventnor City, in the County of Atlantic, State of New Jersey as of December 31,
2003 and 2002, and the related statements of operations and changes in fund balance-- regulatory basis for the
years then ended, and the related statement of revenues-- regulatory basis, statement of expenditures--
regulatory basis, and statement of general fixed assets group of accounts for the year ended December 31, 2003.
These financial statements are the responsibility of the City's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Goverment Auditing Standards, issued by the
Comptroller General of the United States; and in compliance with audit requirements as prescribed by the Division
of Local Government Services, Department of Community Affairs, State of New Jersey. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free 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 statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

The financial statements previously referred to have been prepared in conformity with accounting practices
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New Jersey,
which is a comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America. Accordingly, the financial statements do not represent financial position and results of
operations in conformity with accounting principles generally accepted in the United States of America. The more
significant of these practices are described in Note 1 to the financial statements.

In our opinion, because of the requirement that the City prepare its financial statements on the basis of
accounting discussed in the preceding paragraph, the financial statements referred to above do not present fairly
the financial position of the City of Ventnor City, in the County of Atlantic, State of New Jersey, as of December
31, 2003 and 2002, or the results of its operations and changes in fund balance for the years then ended in
conformity with accounting principies generally accepted in the United States of America.
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Furthermore, in our opinion, the financial statements referred to above present fairly, in ail material respects, the
assets, liabilities, reserves and fund balance-- regulatory basis of the various funds of the City of Ventnor City, in
the County of Atlantic, State of New Jersey, as of December 31, 2003 and 2002, and the results of its operations
and changes in fund balance of such funds for the years then ended, and the revenues— regulatory basis,
expenditures— regulatory basis of the various funds, and general fixed assets, for the year ended December 31,
2003 in conformity with accounting principles and practices prescribed by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey as described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated March 23, 2004 on our
consideration of the City of Ventnor City, in the County of Atlantic, State of New Jersey's internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and
grants. That report is an integral part of an audit performed in accordance with Government Auditing Standards
and should be read in conjunction with this report in considering the results of our audit.

The accompanying schedule of expenditures of state financial assistance programs is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations and State of New Jersey Circular 98-07-OMB, Single Audit Policy for
Recipients of Federal Grants, State Grants and State Aid, and is not a required part of the financial statements.
in addition, the supplementary financial statements presented for the various funds are presented for purposes of
additional analysis as required by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey. Such information has been subjected to the auditing procedures applied in the audit of the
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the fi nancial
statements of each of the respective individual funds and account group taken as a whole.

Respectfully submitted,

é;{«/u/y,fw I%WM

BOWMAN & COMPANY LLP
Certified Public Accountants

& ansultants

Michael J. Weldmg
Certified Public Accountant

Registered Municipal Accountant
Voorhees, New Jersey

March 23, 2004
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and
Members of the City Commission
City of Ventnor City

Ventnor City, New Jersey 08406

We have audited the financial statements (regulatory basis) of the City of Ventnor City, in the County of Atlantic,
State of New Jersey, as of and for the year ended December 31, 2003, and have issued our report thereon
dated March 23, 2004, which indicated that the financial statements were not prepared in accordance with
accounting principles generaily accepted in the United States of America but were prepared on an other
comprehensive basis of accounting prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey. 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, and in compliance with
audit requirements as prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey.

Compliance

As part of obtaining reasonable assurance about whether the City of Ventnor City's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and matenal effect on the determination of
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
instances of noncompliance that are required to be reported under Government Auditing Standards and audit
requirements as prescribed by the Division of Local Government Services, Department of Community Affairs

which are described in the accompanying Scheduie of Findings and Questioned Costs as findings no.: 2003-1,
2003-2, 2003-4 and 2003-5.
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Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Ventnor City's internal control over financial
reporting in order to determine our auditing procedures for the purpose of eXpressing our opinion on the financial
statements and not to provide assurance on the internal conirol over financial reporting. However, :we: noted
certain matters involving the internal control over financial reporting and its operation that we consider to be
reportable conditions. Reportable conditions involve matters coming to our attention relaﬁng_to_signiﬁcant
deficiencies in the design or operation of the internal controt over financial reporting that, in our judgment, could
adversely affect the City's ability to record, process, summarize and report financial data consistent with the
assertions of management in the financial statements. Reportable conditions are described in the accompanying
Schedule of Findings and Questioned Costs as findings no.: 2003-1, 2003-3 and 2003-5,

A material weakness is a condition in which the design or operation of one or more of the.intemal control
components does not reduce to a relatively low level the risk that misstatements in amounts. that would be
material in relation o the financial statements being audited may occur and not be detscted within-a timely
period by employees in the normal course of performing their assigned functions, Our consideration of the
internal control over financial reporting would not necessarily disclose ail matters in the internal-control-that might
be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, of the reportable conditions described -above; we consider
iterns 2002-1 and 2002-5 to be material weaknesses.

This report is intended solely for the information and use of the management of the Cit;:ﬂ?eiDT/is'ion of Local
Government Services, Department of Community Affairs, 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.

Respectfully submitted,

&@MJ&) fW/ =

BOWMAN & COMPANY LLP
Certified Public Accountants
& Consultants

Michael J. Welding

Certified Public Accountant

Registered Municipal Accountant
Voorhees, New Jersey

March 23, 2004
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Notes to Financial Statements (Cont'd)

Note 8: PENSION PLANS (CONT'D)

The City's contributions to the various plans, equal to the required contributions, were as follows:

Year PERS PFRS CPFRS

2003 $34,820.00* $547,603.00* $30,881.88
2002 19,848.00% 591,250.00* 30,380.76
2001 26,887.00* 571,026.00* 29,183.16

*Partially or fully funded by the Excess Pension Asset Credit

Defined Benefit Plan — In addition to the State PERS and PFRS, the City of Ventnor City Pension Plan
for Lifeguards, a defined benefit plan;-was- established for individuals who serve on the City of Ventnor
City lifeguard force. This plan was set up to cover employees not eligible to be enrolled in the state’s
PERS and PFRS pension plans. These employees are considered seasonal and therefore are not state
civil service employees.

The plan is a qualified defined benefit plan under Section 401(a) of the Internal Revenue Code and was
established in accordance with N.J.S.A. 43:13-23 et seq. The plan, created with the adoption of
Ordinance No. 8714 on August 6, 1987 to be effective retroactive to January 1, 1987 is administered by
the Ventnor City Pension Committee as required by state statute. Eligibility under the plan is extended
1o all employees who serve as guard or officer on the lifeguard force and meet the requirements as
outline in Ordinance No. 8714. Vesting shall be after twenty years of service, the last ten years of which
are continuous.

The Plan requires employer and employee contributions based on 4% of annuai compensation. The
employer contribution is to be paid on an annuai basis. If at any time there is not sufficient money in the
pension fund for the purposes thereof, the governing body shall include in any tax levy a sum in
addition to amounts theretofore contributed which shall be sufficient to meet the requirements of the
fund. A plan member may retire after reaching the age of forty-five and after completion- of twenty years
of service, the last ten of which are continuous. A plan member’s annuai normal pension shail be equal
to fifty percent of his average compensation, defined as the employee’s compensation averaged over
the three years, which his compensation was the greatest. The value of the Plan as of December 31,
2003 is $254,236.82 (see Exhibit SB-10) and contributions during 2003 were $12,933.39.

Note 9: COMPENSATED ABSENCES

City employees are granted varying amounts of vacation and sick leave in accordance with the City's
personnel policy and union bargaining agreements. Unused sick leave may be accumulated and
carried forward to the subsequent years. Vacation days not used during the year may not be
accumulated and carried forward. Benefits paid in any future year will be caiculated according to
formulas outlined in the City's personnel policy and agreements with the various employee unions.

The City does not record accrued expenses related to compensated absences. However, it is

estimated that, at December 31, 2003, accrued benefits for compensated absences are valued at
$1,661,372.32.
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CITY OF VENTNOR CITY
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2003

Section 1- Summary of Auditor's Results

Financial Statements

Type of auditor's report issued UNQUALIFIED

Intemal control over financial reporting:
Material weaknesses identified? X yes ne

Were reportable conditions identified that were

not considered to be a material weakness? X yes none reported
Noncompliance material to financial statements noted? yes X no
Federal Awards NOT APPLICABLE

Internal control over compliance:

Material weaknesses identified? ___yes__ no
] Were rgportable conditioqs identified that were not
¥ considered to be material weaknesses? ____yes__  none reported
Type of auditor's report on compliance for major programs
! Any audit findings disclosed that are required to be reported in
: accordance with OMB Circular A-133 (section .510(a))? ___yes__ no

Identification of major programs:
CFDA Numbers . Name of Federal Program or Cluster

]
1 Dollar threshold used to determine Type A programs $
i Auditee qualified as low-risk auditee? yes no n/a
i
]

-111-
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CITY OF VENTNOR CITY
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2003

Section 2- Schedule of Financial Statement Findings

This section identifies the reportable conditions, material weaknesses, and instances of noncompiiance related to
the financial statements that are required to be reported in accordance with Government Auditing Standards and
with audit requirements as prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey.

Finding No. 2003-1

Condition
Manual general ledgers for the Current Fund, General Capital Fund, Utility Operating Fund and the Utility Capital
Fund were not balanced as of December 31.

Criteria
Technical Accounting Directive 85-3 requires municipalities to maintain a general ledger.

Effect
Violation of Technical Accounting Directive 85-3.

Cause
<3 The finance office does not maintain a balanced general ledger.
?

Recommendation
That a balanced general ledger be maintained for all funds as required by Technical Accounting Directive 85-3.

Finding No. 2003-2

B
e
B

Condition

i =" Receipts for the construction code office were not always deposited within forty-eight hours.

—E Criteria

E N.J.8.A. 40A5-15 requires that municipalities deposit receipts within forty-eight hours.

Effect

: Violation of State Statute.

,E Cause

The above office did not deposit receipts within forty-eight hours.
Recommendation

B That the construction code office receipts be deposited within forty-eight hours.

(-}

=}

=
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: CITY OF VENTNOR CITY
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2003

Section 2- Schedule of Financial Statement Findings (Cont'd)

Finding No. 2003-3

Condition
Receipts from the golf course driving range could not be verified due to the lack of internal controls. Proper
documentation supporting the sales at the driving range did not exist.

Criteria
Effective internal control requires proper documentation for cash receipts and revenue recognition.

Effect
Daily receipts from the goif driving range could not be verified.

Cause
Inadequate controls over cash receipting.

Recommendation
That internal controls be implemented for golf driving range cash receipts and revenue recognition.

Finding No. 2003-4

Condition
The accounting system for developers’ escrow deposits is not in compliance with applicable state statutes.

Criteria
NJSA 40:55D requires municipalities to maintain a separate accounting system for developers’ escrow.

Effect
Violation of state statute.

Cause
—->* The finance office does not maintain the proper accounting system for developers’ escrow.

Recommendation
That the City develop an accounting system for developers’ escrow deposits to comply with state statutes.

114-
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CITY OF VENTNOR CITY
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2003

Section 2- Schedule of Financial Statement Findings (Cont'd)

Finding No. 2003-5

Condition
Certification as to the availability of funds was not issued prior to several contracts being awarded.

Criteria

N.J.A.C. 5:30-5.4 states that the chief finaricial officer shall certify in writing to the governing body the availability
of adequate funds for each contract which is pending approval of the goveming body. The certification shall be
attached to the original copy of the resolution or ordinance and be kept in the files of the municipal clerk.

Effect
Non compliance with N.J.A.C. 5:30-5.4

Cause
The chief financial officer did not provide the required certification of funds prior to the resolution awarding the bid

" was adopted.

Recommendation
That the availability of adequate funds be certified prior to award of all contracts.

-115-
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CITY OF VENTNOR CITY
Summary Schedule of Prior Year Audit Findings
And Questioned Costs as Prepared by Management

This section identifies the status of prior year findings related to the financial statements and Federal Awards and
State Financial Assistance that are required to be reported in accordance with Government Auditing Standards,
OMB Circular A-133 and State of New Jersey Circular 98-07-OMB.

FINANCIAL STATEMENT FINDINGS

Finding No. 2002-1

Condition
Manual general ledgers for the Current Fund, General Capital Fund, Utility Operating Fund and the Utility Capital
Fund were not balanced as of December 31.

Current Status
This condition has not been resolved.

Planned Cosrective Action
The City purchased a new financial software package in 2003 which will be fully operational in 2004.

Finding No. 2002-2

Condition
Receipts for the construction code office were not always deposited within forty-eight hours.

Current Status
This condition has not been resolved.

Planned Corrective Action
The City Administrator directed the Construction Code Official to comply with the requirement.

Finding No. 2002-3

Condition
Receipts from the golf course driving range could not be verified due to the lack of internal controls. Proper
documentation supporting the sales at the driving range did not exist.

Current Status
This condition has not been resolved.

Planned Corrective Action
The City purchased and installed an automatic ball dispensing machine which will control cash receipting.

Finding No. 20024

Condition
The accounting system for developers’ escrow deposits is not in compliance with applicable state statutes.

Current Status
This condition has not been resolved.

Planned Corrective Action
The City purchased a new financial software package in 2003 which will be fuily operational in 2004.
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CITY OF VENTNOR CITY
Summary Schedule of Prior Year Audit Findings
And Questioned Costs as Prepared by Management

FINANCIAL STATEMENT FINDINGS (CONT’D})

Finding No. 2002-§

Condition
Certification as to the availability of funds was not issued prior to several contracts being awarded.

Current Status
This condition has not been resolved.

Planned Corrective Action
The City Administrator directed the Chief Financial Officer to comply with the requirement.
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