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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

6201 Atlantic Avenue

Ventnor City, New Jersey 08406

We have audited the financial statements (statutory 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, 2001, and have issued our report thereon
dated June 30, 2002, which indicated that the financial statements were not prepared in accordance with
accounting principles generally 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 material 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 fo 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 Schedule of Findings and Recommendations as findings no.: 2001-1,
2001-2, 2001-4, and 2001-5.
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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 finangial
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 control 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 relating to significant
deficiencies in the design or operation of the internal contral aver financial reporting that, in our judgment, couid
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 Recommendations as findings no.: 2001-1, 2001-3, and 2001-4,

A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in refation to the financial statements being audited may occur and not be detected 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 all 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 materiai weaknesses. However, of the reportable conditions described above, we consider
items 2001-1, 2001-3 and 2001-4 to be material weaknesses.

This report is intended solely for the information and management of the City, and the Division of Local
Government Services, Department of Community Affairs and is not intended to be and should not be used by
anyone other than these specified parties.

Respectfully submitted,

éowtwrw r&b%/fvt/ LL/
BOWMAN & COMPANY LLP

Certified Public Accountants
& Consultants

Michael J. Welding ‘

Certified Public Accountant
Registered Municipal Accountant

Voorhees, New Jersey
June 30, 2002
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Notes to Financial Statements (Cont'd)

Note 8: PENSION PLANS (CONT'D)

State Sponsored Plans (cont'd) -The City's contributions to the various plans, equal to the required
contributions, were as follows:

Year PERS PERS CPFRS

2001 $26,887.00* $571,026.00* $29,183.16
2000 55,089.00* 606,388.00" 21,154.32
1999 55,044.00* 605,491.00* 28,281.67

*Partially or fully funded by the Pension Security Act Credit and Chapter 8 Funding 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
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
to 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 annual compensation. The
employer contribution is to be paid on an annual basis. If at any time there is not sufficient money in the
pension fund for the purposes thereof, the governing body shali inciude in any tax levy a sum in
addition to amounts theretofore contributed which shail 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 annual normal pension shall 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,
2001 is $222,912.89 (see Exhibit SB-11) and employer contributions during 2001 were $12,624.68.

Note 9: COMPENSATED ABSENCES

Fuli-time employees are entitled to fifteen paid sick leave days each year. Unused sick leave may be
accumulated and carried forward to the subsequent year. Vacation days not used during the year may
not be accumuiated and carried forward.

The City of Ventnor City compensates employees for unused sick leave upon termination or retirement.
The current policy provides one compensated day for every two days accumulated. There is a
maximum payout of fifty days pay, and is paid at the rate of pay upon termination or retirement.

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

estimated that, at December 31, 2001, accrued benefits for compensated absences are vaiued at
$1,507,485.15.
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CITY OF VENTNOR CITY

Schedule of Findings and Recommendations
For the Year Ended December 31, 2001

Schedule of Financial Statement Findings

This section identifies the reportable conditions, material weaknesses, and instances of noncompliance 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. 2001-1

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
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.

Einding No. 2001-2

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

Criteria
N.J.S.A. 40A5-15 requires that municipaiities deposit receipts within forty-eight hours.

Effect
Violation of State Statute.

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

Recommendation
That the construction code office receipts be deposited within forty-eight hours.
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CITY OF VENTNOR CITY

Schedule of Findings and Recommendations
For the Year Ended December 31, 2001

Schedule of Financial Statement Findings (Cont'd)}

Finding No. 2001-3
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 golf driving range could not be verified.

Cause
Inadequate controls over cash receipting.

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

Finding No. 20014

Condition
The accounting system for developers’ escrow deposits is not in compiiance 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.
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CITY OF VENTNOR CITY
Schedule of Findings and Recommendations
For the Year Ended December 31, 2001

Schedule of Financial Statement Findings (Cont'd)

Finding No. 2001-5

Condition
Quarterly performance and financial reports have not been filed in accordance with respective grant agreements.

Criteria
The grant agreement for the New Jersey Historic Trust grant requires that financial reports be filed quarterly and
in agreement with the City’s financial records.

Effect
The City is not in compliance with the above grant agreement.

Cause
Client failed to file quarterly reports and final closeout report.

Recommendation
That quarterly performance and financial reports be filed in accordance with the respective grant agreement.
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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 that are required to be
reported in accordance with Government Auditing Standards.

FINANCIAL STATEMENT FINDINGS

Finding No. 2000-1

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.

Finding No. 2000-2

Condition
There are material interfund balances on the various balance sheets at year-end.

Current Status
Except for the Federal and State Grant Fund, this condition has been resolved

Finding No. 2000-3

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

Current Status
This condition has not been resolved.

Finding No. 2000-4

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.

Finding No. 2000-5

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

Current Status
This.condition has not been resolved.
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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. 2000-6

Condition
The monthly Bail on Account report did not equal the reconciled cash balance in the Bail Account.

Current Status
This condition has been resolved.

Finding No. 2000-7
Condition
The analysis of General Capital cash includes cash deficits for Ordinance Nos. 93-04 and 95-10, which are over 5

years old. The Deferred Charges to Future Taxation — Unfunded also includes balances for Ordinance Nos. 93-
04 and 95-10, which are over 5 years old and the project is complete.

Current Status
This condition has been resolved.

Finding No. 2000-8
Condition

Our examination of claims disciosed noncompliance regarding required certifications being obtained prior to the
payment of claims.

Current Status
This condition has not been resolved.

Finding No. 2000-9

Condition
Quarterly performance and financial reports have not been filed in accordance with respective grant agreements.

Current Status
This condition has not been resoived.

Finding No. 2000-10

Condition

Bond Ordinance 99-18 has been recorded for the incorrect amount and Ordinance 20-07 has not been recorded
in the City's accounting records.

Current Status
This condition has been resolved.
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NO. 112 OF 2002
RESOLUTION OF COMPLIANCE - 2001 AUDIT

WHEREAS, N.J.S.A.40A:5-4 requires the governing body of every local unit to
have made an annual audit of its books, accounts and financial transactions;
and

WHEREAS, the Annual Report of Audit for the year 2001 has been filed by a
Registered Municipal Accountant with the Ventnor City Municipal Clerk as per
the requirements of N.J.S.A.40A:5-6, and a copy has been received by each
member of the governing body; and

WHEREAS, the Local Finance Board of the State of New Jersey is authorized to
prescribe reports pertaining the local fiscal affairs, as per R.S. 52:27BB-34;
and

WHEREAS, the Local Finance Board has promulgated a regulation requiring that
he governing body of each municipality shall be resolution certify to the
Local Finance Board of the State of New Jersey that all members of the
governing body have reviewed, as a minimum, the sections of the annual audit
entitled:

Schedule of Findings and Questioned Costs Or Schedule of Findings and
Recommendations, and

WHEREAS, the members of the governing body have personally reviewed as a
minimum the Annual Report of Audit, and specifically the sections of the
Annual Audit entitled:

Schedule of Findings and Questioned Costs Or Schedule of Findings and
Recommendations

as evidenced by the group affidavit form of the governing body; and

WHEREAS, such resolution of certification shall be adoptéd by the governing
body no later than forty-five days after the receipt of the annual audit, as
per the regulations of the Local Finance Board; and

WHEREAS, all members of the governing body have received and have familiarized
themselves with, at least, the minimum requirements of the Local Finance Board
of the State of New Jersey, as stated aforesaid and have subscribed to the
affidavit, as provided by the Local Finance Board; and

WHEREAS, failure to comply with the promulgations of the Local Finance Board
of the State of New Jersey may subject the members of the governing body to
the penalty provisions of R.S., 52:27BB-52 - to with:

R.S. 52:27BB-52 - “A local officer or member of a local governing body who,
after a date fixed for compli@nce, fails or refuses to obey an order of the
director {Director of Local Government Services), under the provisions of
this Article, shall be guilty! of a misdemeanor and, upon conviction, may be
fined no more than one thousapd dollars ($1,000.00) or imprisoned for not
more than one year, or both, in addition shall forfeit his office.”

NOW, THEREFORE, BE IT RESOLVED, that the governing body of the City of Ventnor
City, hereby states that it has complied with the promulgation of the Local
Finance Board of the State of New Jersey dated July 30, 1968 and does hereby
submit a certified copy of this resolution and the required affidavit to said

Board to show evidence of said icompliance.
|
7o, MM e

Mayor Timdthy Kreischer Cffﬁgiésﬁonez Joseph Schafer Commissioner Sandy Vespertino

I, SANDRA M. BIAGI, City Clerk of:thc CITY OF VENTNOR CITY, do hereby certify that
the foregoing resolution was duly adopted at a regular mecting of the Ventnor City Board of
Commissioners held this 19th _ day of __ September , 2002 and in witness whereof

I have hercunder sel my hand and official scal on this date of 9-19-02 written.

N -
Motion | Sceond | Yes | Nay | Abstain [ Absent /
Schafer e | i /LZA , N L

Z'Cj‘l:':::‘:“ - SANDRA M. BIAGI, RMC/CME
CITY CLERK

W
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That a balanced general ledger be maintained for all funds as required by Technical Accounting Directive 85-3.
That the construction code office receipts be deposited within forty-eight hours.

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

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

That quarterly performance and financial reports be filed in accordance with the respective grant agreement.

The above synopsis was prepared from the Report of Audit of the City of Ventnor City, County of Atlantic, for
the calendar year 2001, submitted by Michael J. Welding, Registered Municipal Accountant, Certified Public
Accountant of Bowman & Company LLP, Certified Public Accountants. The information included therein is not
intended to represent complete financial information as presented in the Report of Audit. A copy of the Report of
Audit is on file at the Municipal Clerk's office and may be inspected by any interested person.

A Corrective Action Plan, which outlines the remedial actions the management of the City of Ventnor City will
take in response to the recommendations contained in the Schedule of Findings and Recommendations, included
in the Report of Audit, will be prepared in accordance with federal and state guidelines. A copy of the Corrective
Action Plan will be placed on file and be made available for public inspection in the office of the Municipal Clerk
in compliance with the Division of Local Government Services directives. -

Sandra M. Biagi, RMC/CMC
City Clerk
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EXIT CONFERENCE
SUMMARY OF AUDIT FINDINGS

COENT _ CITY OF VENTNOR CITY YEAR 12/31/01
Finding Disposition
No. Brief Description of Finding D.O. M.L. E&R
1 Manual general ledgers for the Current Fund, General Capital Fund, Utility Operating
Fund and Utility Capitat Fund were not balanced as of December 31. X
2 Receipts were not deposited within 48 hours of collection. X
3 Receipts from the golf driving range were not able to verified due to the lack of internal
controls. Proper documentation supporting the sale of buckets of golf balls did not exist. X
4 The accounting system for developers’ escrow is not in compliance with state statutes. X
S Qur examination of claims disclosed noncompliance with NJSA 40A:5-16 & 17 regarding lack
lack of approval signatures, receiving signatures, claimant certifications & supporting documentation. X
6 Quarterly performance & financial reports have not been filed in accordance with respective grant agreements. X
7 The bank accounts with MBIA Class should be closed. X
8 A review of the improvement authorizations should be performed and where applicable, canceled for
projects that are completed. Payables shouid be anaiyzed on a timely basis and canceled where applicable. X
_ _  _Thefinal closeout of the General Assistance Program was overpaid to the State of New Jersey. X
10 The interest earned in the unemployment fund & Lifeguard Pension Fund is not accumulated to the fund. V X
11 Several Contracts were awarded by mation instead of resoiution X
12 Two State contracts were not approved by resolution and did not have a certificate of availability of funds. X
13 A review of Recreation Trust reserve and Third Party Administrator should be performed. X

14 There are material interfund balances on the various balance sheets at year end. X





