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Mr. Albert Porroni
Executive Director
Office of Legislative Services

INDEPENDENT AUDITOR’S REPORT

We have audited the financial statements of the Pinelands Commission as listed in the
accompanying table of contents as of and for the year ended June 30, 2010. These financial
statements are the responsibility of management. Qur 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 and 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 statement presentation. We believe
that our audit provides a reasonable basis for our opinion.
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As described in Note 1, the Pinelands Commission prepares its financial statements on a
modified accrual basis, which is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Pinelands Commission as of June 30, 2010 and the changes in
financial position and budgetary comparisons for the year then ended in conformity with the
basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated May
10, 2011 on our consideration of the Pinelands Commission management’s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

The accompanying Schedule of Expenditures of State Financial Assistance is presented for the
purpose of additional analysis as required by State Treasury Circular Letter 04-04-OMB and 1is
not a required part of the financial statements. 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 financial statements taken as a whole.

J &
2,

Thomas R. Meseroll
Assistant State Auditor
May 10, 2011
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ASSETS
Cash & Cash Equivalents
Receivables:
Federal
Other
Prepaid Expenses
Ganeral Fixed Assets:
Furniture & Equipment
Vehicles
Amount to be Provided for
Retirement of Long-Term Liabilities
Due from Other Funds
Total Assets

LEABILITIES & FUND EQUITY
Ligkilities:
Accounts Payabie
Salaries Payable
Payroll Deductions Payable
Liabilities for Compensated
Absences
Deferred Revenue:
Other
Federal Grants
State Financial Assistance
Due to Other Funds
Total Lizbilities

Fund Equity:
Investment in General Fixed Assets
Fund Balances - Reserved for.
Encumbrances
Unemployment Compensation
Timber Rattlesnake Study
Rattlesnake Fencing
Pinelands Conservation Fund

Fund Balances - Unreserved, Dasignated for:

Subsequent Year's Expenditure
Retirees' Health Benefits
Microfilming Project
Parcel Data
Bufiding Impravements
Vehicle Replacements
Computer Replacements
Other
Fund Balances - Undesignated
Total Fund Equity
Total Liabilities & Fund Equity

PINELANDS COMMISSION
COMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS
FOR THE FISCAL YEAR ENDED JUNE 3¢, 2010

FIDUCIARY
GOVERNMENTAL FUND TYPES
FUND TYPES PRIVATE ACCOUNT GROUPS
SPECIAL PURPOSE GENERAL GENERAL
GENERAL REVENUE TRUST FIXED LONG-TERM TOTAL
FUND FUNDS FUNDS ASSETS DEBT {Memcrandum Only)
$2,525 950 19,528,391 534,164 $22,438,525
85,756 85,756
4,504 4,501
461 461
$1,313,449 1,313,449
85,759 85,759
$395,824 305,824
197,447 197,417
£2,814,485 $19,828,391 $84.184  $1,399,208 $395 624 $24,522,092
$98,820 $15,000 $113,820
99,405 99,405
35,328 35,328
86,186 $395 824 482,010
84,667 84,557
3,817 3,817
1,000 2,442,679 2443570
197,417 167,417
409,223 2,655,096 0 0 395,824 3,460,143
1,399,208 1,399,208
35,535 420,000 455,535
65,318 65,319
13,102 13,102
21,329 21,329
15,981,879 15,001,679
400,270 400,270
750,879 750,679
68,698 68,596
3,825 3,825
42,381 42,384
16,801 16,891
224,045 224,045
15,185 15,195
813,114 761,416 18,865 4,503,395
2,405,262 17,173,295 84,184 1,399,208 o 21,061,949
$2,814,485 $19,828,391 $84,184  $1,399,208 $395,824 $24,522.002

The accompanying Notes to the Financial Statements are an integrat part of this Statement.
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PINELANDS COMMISSION

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

ALL GOVERNMENTAL AND FIDUCIARY FUND TYPLS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

FIDUCIARY
GOVERNMENTAL FUND TYPES
FUND TYPES PRIVATE

SPECIAL PURPCSE
GENERAL REVENUE TRUST

TOTAL

REVENUES FUND FUNDS FUNDS (Memocrandum Oniy}
State of New Jersey Appropriations $2,493,000 $2,493,000
Fringe Benefits Paid by the State 687,000 687,000
Federal Grants 359,575 359,575
State Granis 8,997 $282 965 301,962
QOther Grants 48,372 48,372
interest Income 8,018 68,872 $317 77,207
Unemployment Deductions 3,612 3,012
Application Fees 471,774 471,774
Other 45,144 5,393,151 492 5,438,787
Fotal Revenues 4,121,880 5,754,988 3,821 5,680,689
EXPENDITURES
Current:
Perscnnel 4230175 424,623 4,654,798
Supplies 81,491 803 82,294
Services 235,142 136,159 371,301
Maintenance & Rent 36,518 1,116 37,634
Capital Outiay 27.655 5,806 33,461
l.and Acquisition 3,227,741 3,227,741
Unemployment Compensation Claims 11,976 11,976
Total Expenditures 4,610,981 3,796,248 11,976 8,419,205
Excess(Deficiency) of Revenues Over Expenditures {489,101} 1,958,740 (8,155) 1,461,484
Other Financing Sources(Uses):
Cancelation of Prior Year Payable 15,293 15,293
Operating Transfers Out {66,087) (66,087)
Operating Transfers In 66,087 86,087
Total Other Financing Sources{Uses) 81,380 {66,087) 15,293
Excess{Deficiency) of Revenues and Other Sources
over Expenditures and Other Uses {407,721} 1,892,653 (8,155) 1,476,777
Fund Balance - Beginning of the Year 2,812,083 15,280,842 92,339 18,185,864
Fund Balance - End of the Year $2,405,262 $17,173,295 $84,184 $19,662,741

The accompanying Notes to the Financial Statements are an integral part of this Statement.
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FINELANDS COMMISSION
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANGES
GENERAL AND SPECIAL REVENUE FUND TYPES
BUDGET AND ACTUAL - BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30,2010

GENERAL FUND SPECIAL REVENUE FUNBS
VARIANCE VARIANCE
ADOPTED FINAL FAVCORABLE ADGPTED FINAL FAVORABLE
REVENUES BUDGET BUDGET ACTUAL {UNFAVORABLE) BUDGET BUDGET ACTUAL (UNFAVORABLE)
State of Mew Jersey Appropriations $2,592,000 $2,592,000 $2,493,000 {599,000%
Fringe Benefits Paid by the State 687,000 87 000 687,000 ¢
Federal Grants 372600 372,600 359,575 (13,025)
State Grants 5,000 5,000 8,997 3987 $1,104,518 §1,104,518 $282,965 {3811,553)
Other Grants 84800 84 500 48,372 (36,528} 1,000 1,000 1,000 0
Interest Incoms 18,000 18,000 8018 {8,982) 98,021 95,021 68,872 {30,149)
Application Fees 500,000 500,000 471714 {28,226}
Anticipated from Reserves 17,630 17,630 13,393 {4,237
Land Acquisifion - CMCMUA Reserve 30,078 30,079 30,079 0
Pinalands Conservation Activities Reserves 5,153,680 5,558,680 3,852,188 (1,506,485)
CIMCMUA 2008 Landéll Amendments 1] 0 5,383,151 5,393,151
Cther 10,400 106,400 50,548 50,148
Total Revenuas 4,287 B3¢ 4287 530 4,150 877 {136,853} 6,368,228 5,783,298 8,738,262 2,944 564
EXPENCITURES
Current:
Personnel 4,186,800 4,186,800 4.230,175 (43,375 466,100 456,100 424,623 410
Supplies 90,700 90,700 80,726 8,874 14,450 14,450 803 13,647
Senvices 329,700 39700 226,750 92 940 1,020.417 4,020 417 156,159 884,258
Maintenance  Rent 26,800 25,800 26,741 2,068 500 500 1,116 (618)
Special Purpose ] 100,000 106,500 (500)
Capitat Outlay 13,500 13,500 11,861 1638 7,000 1,000 5,806 1194
Pinelands Development Credits
State Aid & Grants 0 306,000 300,000 5,000
Land Acquisition 4,807,831 4 807,831 3,227 242 1,580,589
Total Expenditures 4,639,500 4 538,500 4,575,263 53,237 8,216,298 5,721,208 4 216,249 2,505,049
Cther Financing Sources{Uses):
Qperating Transfers Out {72,000) {72,000 {66,087} 5913
Operating Transfers In 72,000 72,000 66,087 {5,913)
Total Gther Financing Sources{Uses} 72,000 72000 66,087 (8,913} {72,000) {#2,060) {66,087) 5913
et Increase{Decrease) in Fund Balances ($279,970) ($278,970) ($358,498) (579,528) $0 50 $5 455,926 $5,455 828

The accompanying Notes to the Financial Staternents are an integral part of this Statement.
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PINELANDS COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of the Reporting Entity - The Pinelands Commission was formed in
1979 by the Pinelands Protection Act. The Commission is charged with the
development and implementation of the Comprehensive Management Plan for the
Pinelands. It plays significant roles in monitoring the level and types of development
that occur within the Pinelands, acquisition of land, planning, zoning, permitting,
research and education. The Commission consists of 15 members. Seven are
appointed by the Governor of New Jersey. Another seven are appointed by each of the
counties within the Pinelands, i.e. Atlantic, Burlington, Camden, Cape May,
Cumberland, Gloucester and Ocean. One member is appointed by the U.S. Secretary
of the Interior. The Commission works closely with all levels of government,
organizations and interested citizens to help them understand and implement the
Pinelands Comprehensive Management Plan.

The primary criterion for including activities within the Commission's reporting entity,
as set forth in Section 2100 of the GASB Codification of Governmental Accounting
and Financial Reporting Standards, is the degree of oversight responsibility maintained
by the Commission. Oversight responsibility includes financial interdependency,
selection of governing authority, designation of management, ability to significantly
influence operations and accountability for fiscal matters. The combined financial
statements include all funds and account groups of the Commission over which the
Board exercises operating control. There were no additional entities required to be
included in the reporting entity under the criteria as described above, in the current
fiscal year.

Basis of Presentation - The financial statements of the Pinelands Commission have
been prepared on a modified accrual basis, which is a comprehensive basis of
accounting other than generally accepted accounting principles. The more significant
of the Commission's accounting policies are described in this note.

The accounts of the Commission are organized on the basis of funds and account
groups, each of which is considered a separate accounting entity. The operations of
each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues and expenditures or expenses, as
appropriate. Government resources are allocated to and accounted for in individual
funds based upon the purposes for which they are to be spent and the means by which
spending activities are controlled. An account group, on the other hand, is a financial
reporting device designed to provide accountability for certain assets and liabilities
that are not recorded in the funds because they do not directly affect net expendable
available financial resources.
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The various funds and accounts are grouped into three fund types within two broad
fund categories and two account groups as follows:

GOVERNMENTAL FUNDS

General Fund - The General Fund is the general operating fund of the
Commission. It is used to account for all financial resources except those required
to be accounted for in another fund.

Special Revenue Funds - The Special Revenue Funds are used to account for the
proceeds of specific revenues, other than trusts, that are legally restricted to
expenditures for specified purposes. The Commission utilizes the following four
special revenue funds:

Land Acquisition Fund - This fund is used to account for assessments collected
from the Cape May County Municipal Utilities Authority and per agreement is
restricted in use for the acquisition of conservation and recreation lands in the
Pinelands National Reserve.

Pinelands Development Credit Fund ~ This fund is used to account for
appropriations from the State of New Jersey that are restricted for purchasing
Pinelands Development Credits through the Pinelands Development Credit Bank.

Kirkwood-Cohansey Aquifer Study Fund - This fund is used to account for monies
transferred to the Commission from the “Water Supply Fund” by the State of New
Jersey to fund the completion of a report on the assessment on how the future and
current water supply needs within the pinelands area may be met while protecting
the Kirkwood-Cohansey aquifer system.

Pinelands Conservation Fund - The Commission has reserved a portion of this
fund for preservation of land and designated other portions to be used as an
endowment for conservation planning/research and community planning/design.
The intention of the Commission is to use the proceeds of the endowments to fund
or partly fund relevant activities without invading the principal amount.

FIDUCIARY FUNDS

Private Purpose Trust Funds - The Private Purpose Trust Funds are used to
account for assets held by the Commission in a trustee capacity or as an agent on
behalf of others.  These include two Private Purpose Trust Funds, the
Unemployment Compensation Insurance Fund and the “Katie” Fund. Private
Purpose Trust Funds are accounted for in essentially the same manner as
governmental funds. Private Purpose Trust Funds account for assets of which both
the principal and interest may be spent.
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ACCOUNT GROUPS

General Fixed Assets Account Group - Fixed assets used in governmental fund
type operations (general fixed assets) are accounted for in the General Fixed Assets
Account Group, rather than in governmental funds.

General Long-Term Debt Account Group - Long-term liabilities expected to be
financed from governmental funds are accounted for in the General Long-Term Debt
Account Group, not in the governmental funds. This includes the non-current
portion of the liability for compensated absences.

Because of their spending measurement focus, expenditure recognition for
governmental fund types is limited to exclude amounts represented by non-current
liabilities. Since they do not affect net current assets, such long-term amounts are
not recognized as governmental fund type expenditures or fund liabilities. They are
instead reported as liabilities in the General Long-Term Debt Account Group.

Basis of Accounting and Measurement Focus - The modified accrual basis of
accounting is used for measuring financial position and operating results of all
governmental and fiduciary fund types. Under the modified accrual basis of
accounting, revenues are recognized when they become both measurable and
available. "Measurable" means the amount of the transaction can be determined and
"available" means collectible within the current period or soon enough thereafter to
be used to pay liabilities of the current period. Expenditures are recognized in the
accounting period in which the fund liability is incurred, except for principal and
interest on general long-term debt which are recorded when due.

Budgets/Budgetary Control - An annual appropriated budget is approved by the
Commission each year for the General Fund and Special Revenue Funds. The
budgets are prepared using the budgetary basis of accounting. Formal budgetary
integration into the accounting system is employed as a management control device
during the year. Encumbrance accounting is also employed as an extension of
formal budgetary integration in the governmental fund types. Unencumbered
appropriations lapse at fiscal year end.

The accounting records of the General Fund and Special Revenue Funds are
maintained on the budgetary basis. The budgetary basis differs from modified
accrual basis in that the budgetary basis recognizes encumbrances as expenditures
and also recognizes increases/decreases in designations/reserves of fund balance,
whereas the modified accrual basis does not. Sufficient supplemental records are
maintained to allow for the presentation of modified basis financial reports.

The budget, as detailed on the Combined Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual - Budgetary Basis - General Fund
and Special Revenue Funds, include all amendments to the adopted budget.

Page 8




The following presents a reconciliation of the General Fund from the budgetary basis
of accounting as presented in the Combined Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual - General Fund to the modified accrual
basis of accounting as presented in the Combined Statement of Revenues,
Expenditures and Changes in Fund Balances - All Governmental and Fiduciary Fund
Types (in thousands).

Net Increase(Decrease) in Fund Balances for the Year (Budgetary Basis) 3 (359.5)
Adjustments:
Less: Prior year encumbrances recognized as current year expenditures (42.0)
Less: Net decrease in revenue recognized in previous years (13.5)
Add: Current year encumbrances payable 7.3
Excess{Deficiency) of Revenues and Other Financing Sources over
Expenditures and Other Financing Uses (Modified Accrual Basis) 3 (407.7)

The following presents a reconciliation of the Special Revenue Funds from the
budgetary basis of accounting as presented in the Combined Statement of Revenues,
Expenditures and Changes in Fund Balances - Budget and Actual - Special Revenue
Fund to the modified accrual basis of accounting as presented in the Combined
Statement of Revenues, Expenditures and Changes in Fund Balances - All
Governmental and Fiduciary Fund Types (in thousands).

Net Increase(Decrease) in Fund Balances for the Year (Budgetary Basis) $ 54559
Adjustments:

Less: Net decrease in designation due to revenue previously claimed {3,983.2)

Add: Current year encumbrances payable i 420.0
Excess(Deficiency) of Revenues and Other Financing Sources over

Expenditures and Other Financing Uses (Modified Accrual Basis) $ 1,802.7

Encumbrances - Under encumbrance accounting purchase orders, contracts and other
commitments for the expenditure of resources are recorded to reserve a portion of the
applicable appropriation. Open encumbrances are reported as reservations of fund
balances at fiscal year end as they do not constitute expenditures or liabilities but
rather commitments related to unperformed contracts for goods and services.

Cash and Cash Equivalents - Cash and cash equivalents include petty cash, change
funds, cash in banks and all highly liquid investments with a maturity of three months
or less at the time of purchase and are stated at cost which approximates fair value.
The Commission also participates in the State of New Jersey Cash Management Fund
administered by the New Jersey Department of the Treasury, Division of Investments,
wherein amounts contributed by the State as well as other local government units are
combined into a large scale investment program.

Prepaid Expenses - Prepaid expenses represent payments made to vendors for services
that will benefit periods beyond June 30, 2010.
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Fixed Assets - General fixed assets are reflected as expenditures in the applicable
governmental funds, and the related assets are reported in the General Fixed Assets
Account Group. Expenditures which enhance the asset or significantly extend the
useful life of the asset are considered improvements and are added to the fixed asset's
currently capitalized cost. The cost of normal repairs and maintenance is not
capitalized.

Compensated Absences - Compensated absences are those absences for which
employees will be paid, such as vacation and sick leave. A liability for compensated
absences that are attributable to services already rendered, and that are not contingent
on a specific event that is outside the control of the Commission and its employees, is
accrued as the employees earn the rights to the benefits. Compensated absences that
relate to future services, or that are contingent on a specific event that is outside the
control of the Commission and its employees, are accounted for in the period in which
such services are rendered or in which such events take place.

In governmental funds, compensated absences that are expected to be liquidated with
expendable available financial resources are reported as an expenditure and fund
liability in the fund that will pay for the compensated absences. The remainder of the
compensated absences liability is reported in the General Long-Term Debt Account
Group.

Due from/to Other Funds - Amounts due from/to other funds represent monies owed
from or to other funds. The General Fund disburses all the funds for expenditures
incurred by all other funds, the monies are transferred between funds.

Deferred Revenue - Deferred revenue in the general and special revenue funds
represents cash that has been received but not yet earned.

Fund Equity - Reserves represent those portions of fund equity not available for
appropriation or legally segregated for a specific future use. Designated fund balances
represent plans for future use of financial resources.

Total Columns on_Combined Statements - Total columns are captioned
"Memorandum Only" to indicate that they are presented only to facilitate financial
analysis. Data in these columns do not present financial position, results of operations,
or changes in financial position in conformity with accounting principles generally
accepted in the United States of America. Nor is such data comparable to a
consolidation.

Note 2: PRIOR PERIOD RESTATEMENT

There was no prior period restatement during this accounting period.
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Note 3: CASH AND CASH EQUIVALENTS

GASB Statement No. 40, Deposit and Investment Risk Disclosure, requires that the
Pinelands Commission disclose bank deposits that are subject to custodial credit risk.
The custodial credit risk for deposits is the risk that, in the event of a failure of a
depositary financial institution, the Commission will not be able to recover deposits or
will not be able to recover collateral securities that may be in the possession of an
outside party. As of June 30, 2010 the Commission’s confirmed bank balances
amounted to $18,086.14. Of this balance, none was exposed to custodial credit risk as
uninsured and uncollateralized.

The balance of the Commission’s cash and cash equivalents are deposited in the New
Jersey Cash Management Fund. The Fund is governed by regulations of the State
Investment Council, who prescribe standards designed to insure the quality of
investments in order to minimize risk to the Funds participants. An amount totaling
$22.4 million is deposited with the Fund as of June 30, 2010. The State of New Jersey,
Department of the Treasury, Division of Investment, issues publicly available financial
reports that include the financial statements of the State of New Jersey Cash
Management Fund. The financial reports may be obtained by writing to the State of
New Jersey, Department of the Treasury, Division of Investment, PO Box 290,
Trenton, NJ 08625-0290.

Note 4: FIXED ASSETS

The following schedule is 2 summarization of general fixed assets by source as of June

30,2010:
Balance Balance
June 30, 2008 Additions Deletions June 30, 2010
Furniture and Equipment 31,314,631 $18,769  $15,951 $1,313,449
Vehicles 116,017 30,258 $85,759
Total $1,430,648 $18,769  $50,209 $1,399,208
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Note 5:

Note 6;

LEASES

Lease Obligations - At June 30, 2010, the Commission had operating lease
agreements in effect for four copy machines. Future minimum rental payments under
operating lease agreements are as follows:

Fiscal Year Amount
2011 $12,086
2012 $9,189
2013 $2,279

Rental payments under operating leases for the fiscal year ended June 30, 2010 were
$12,086. Four new lease agreements were entered into in fiscal year 2009, two of
which are for a three-year term and two are for a four-year term.

RETIREMENT SYSTEM

The Commission contributes to a cost-sharing multiple-employer defined benefit
pension plan, the Public Employees' Retirement System (PERS), which is
administered by the New Jersey Division of Pensions and Benefits. This plan
provides retirement, death and disability, and medical benefits to qualified members.
Vesting and benefit provisions are established by N.JI.S.A. 43:15A and 43:3B. The
plan has a Board of Trustees that is primarily responsible for its administration. The
Division issues a publicly available financial report that includes financial statements
and required supplementary information. That report may be obtained by writing to:

State of New Jersey

Division of Pensions and Benefits
P.0O. Box 295

Trenton, New Jersey 08625-0295

The contribution requirements of plan members are determined by State statute. In
accordance with P.L. 1994, Chapter 62, as amended P.L. 2007, Chapter 103 plan
members enrolled in the Public Employees’ Retirement System are required to
contribute 5.5% of their annual covered salary. Employer contributions to the plan are
determined actuarially and are billed by the plan administrator. The Commission's
contributions to the plan, equal to the required contributions, were as follows:
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Fiscal Year PERS

2010 $202.434 ($177,009) **
2009 $270274 ($177,009) **
2008 $244,476  ($48,895) *
2007 $177,514  ($71,006) *
2006 $130,208  ($78,125) *

*Funded by the Pension Security Act Credit
** Funded by New Jersey interdepartmental accounts

Note 7: HEALTH CARE BENEFITS

The Commission provides health care benefits, through the New Jersey State Health
Benefits Program, to all continuing employees who are scheduled to work 20 or more
hours per week, along with their spouses and eligible dependents. Expenditures for
health care benefits are recognized on a pay-as-you-go basis.

Beginning October 2008, employees enrolled in the New Jersey State Health Benefits
Program are required to contribute 1.5% of their bi-weekly salary each pay day. The
balance of the monthly health care benefits premium is paid by the Commission who
receives a partial reimbursement from the New Jersey State Fringe Benefits
Interdepartmental Account. Employees covered by other health insurance can elect to
waive coverage and receive $1,000 annually. The Commission’s health care benefits
premiums, including employee coinsurance, are as follows:

Health Care Costs

Cost to
Fiscal Year Premium Commission Coinsurance Interdeparimental
2010 $642,944 $141,832 345,864 3455248 *
2009 $616,708 $126,774 $34,686 $455,248
2008 $678,309 $424,309 $254,000 *
2007 $669,157 $415,157 $254,000 *
2006 $536,575 $282,575 $254,000 *

* Funded by New Jersey interdepartmental accounts

Note 8:

POST-EMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 6, the Commission provides post-
retirement health care benefits, in accordance with State statutes, to all employees who
retire from the Commission after accumulating 25 years of credited service of which at
Jeast seven vears are Commission employment. Expenditures for post-retirement
health care benefits are recognized on a pay-as-you-go basis. During the fiscal year
ended June 30, 2010, expenditures of $91,365 were recognized for post-retirement
health care of which $54,743 was funded by New Jersey interdepartmental accounts.
The Commission has designated a portion of unreserved fund balance (see Note 11) as
a funding source for post-employment benefits.
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Note 9;: RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees; and natural
disasters.

Property and Liability Insurance - The Commission maintains commercial
insurance coverage for property, liability and surety bonds.

New Jersey Unemployment Compensation Insurance - In 1979, the Commission
elected to fund its New Jersey Unemployment Compensation Insurance under the
"Benefit Reimbursement Method". Under this plan, the Commission is required to
reimburse the New Jersey Unemployment Trust fund for benefits paid to its former
employees and charged to its account with the State. The Commission is billed
quarterly for amounts due to the State. The following is a summary of employee
contributions, reimbursements to the State for benefits paid and the ending balance of
the Commission's trust fund for the current and previous four years:

Employee Amount Funding

Fiscal Year Contributions Reimbursed  Balance®
2010 $3,011.75 ($11,976.49) $65,318.71
2009 $5,017.34  $10,940.00 $74,030.75
2008 $4,854.67 $99.69  $78,903.59
2007 $4,916.53 $0.00  $71,225.76
2006 $4,993.53 $1,974.00 $62,981.97

* Includes annual interest income

Note 10: COMPENSATED ABSENCES

The Commission’s policy states that employees are entitled, upon termination, to be
paid for: 1) the current year’s earned but unused vacation time in addition to any
unused vacation time previously earned up to a maximum of 30 days and 2) any
accrued but unused leave bank time generated by furloughs. In addition, employees
are eligible, at retirement, to receive payment for one-half of their accumulated sick
leave up to a maximum of $15,000. Unused vacation and leave bank time expected to
be taken in the succeeding fiscal year in the amount of $86,185 has been recorded as a
liability in the General Fund on the accompanying balance sheet.

A liability for vested compensated absences has also been established in the General
Long-Term Debt Account Group as the benefits accrue to employees. As of June 30,
2010, the estimated long-term liability for compensated absences was $395,824.
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Note 11: FUND BALANCE

RESERVED

Reservations of fund balances of governmental funds are established to either (1)
satisfy legal covenants that require a portion of the fund balance to be segregated or
(2) identify the portion of the fund balance that is not appropriable for future
expenditures. Specific reservations of the fund balance are summarized below:

Reserved for Encumbrances - The reserve for encumbrances was created to
represent encumbrances outstanding at the end of the year based on purchase
orders and contracts signed by the Commission but not completed as of the close
of the fiscal year.

Reserved for Wastewater Facility Hammonton - This reserve was established
with funds provided by the town of Hammonton and is used to partially finance
research activities related to improving the Hammonton land application facility for
sewage plant effluent.

Reserved for Unemployment Compensation - This reserve was established with
funds contributed by employees and used to reimburse the State for benefits paid.

Reserved for Timber Rattlesnake Study - This reserve was created as a result of
a settlement in order to fund an escrow for the study and monitoring of the timber
rattlesnakes in and near a particular development site.

Reserved for Rattlesnake Fencing - This reserve was created to account for
funds restricted for possible future fencing necessitated by the above rattlesnake
study.

Reserved for Pinelands Conservation Fund - This reserve was established with
funds provided by the Atlantic Electric Co. as a result of the proposed electric
fransmission line project to further the Pinelands protection program and ensure a
greater level of protection for the unique resources of the Pinelands area.

UNRESERVED

Designated for Subsequent Year’s Expenditures - This designation of fund
balance has been appropriated and included as anticipated revenue for the year
ending June 30, 2011.

Designated for Retirees’ Health Benefits - This is a designation of fund balance
that the Commission intends to utilize to fund future retirees” health benefits.
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Designated for Microfilming Project - This is a designation of fund balance that
the Commission intends to utilize for the microfilming or imaging of Commission
records and documents.

Designated for Parcel Data - This is a designation of fund balance that the
Commission intends to utilize for the creation and maintenance of parcel data in a
geographical imaging system.

Designated for Building Improvements - This is a designation of fund balance
that the Commission intends to utilize to fund building improvements.

Designated for Vehicle Replacements - This is a designation of fund balance that
the Commission intends to use to replace existing Commission motor vehicles.

Designated for Computer Replacements - This is a designation of fund balance
that the Commission intends to use to replace obsolete computer hardware and
software.

Designated - Other - This represents designations of fund balance that the
Commission intends to utilize for various projects, such as Pinelands poster
reprinting and conformance activities.

Undesignated - Used to represent that portion of fund balance resources available
for appropriation.

Note 12: CONCENTRATION OF CREDIT RiSK

The Commission receives a significant portion of its total revenues from the State of
New Jersey. Since these revenues are subject to annual appropriation, any reduction in
the amount appropriated in the State’s budget will have a material impact on the
operations of the Commission. A comparison of annual operating revenues is shown

below:
Total State Aid  General Fund

Fiscal Year Revenues Revenues*  Percentage
2010 $3,180,000 $4,203,260 76%
2009 $3,305,000 $4,874,354 68%
2008 $3,613,650 $4,960,052 73%
2007 $3,502,000 $5,162,330 68%
2006 $3,358,000 $5,071,711 66%

* Includes transfers from other funds
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PINELANDS COMMISSION
SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE

FOR THE FISCAL YEAR ENDED JUNE 10, 240

Program Boeounts Detemed Acooents Defemed
GrantortPass Through State Grant ar o Award Gran{ Period Receivable Revenue Cigh Receivable Revenue
GrantoPrograin Tila GMIS durber Amount From To GAr30i09 /3089 Racaived Expendiives GE13610 ORI3D0
Department of Eavironmentad Pratection
State Ad H00-042-4800-082 12,403,000 009 3020 42,485,000 $2.453.000
Pinefands Development Credit Purchases 100-042-4800-324 §13,006,000 ELE Complelien $1.259,589 $1.759,199
Kirkwood-Cehansey Aquiter Assessment 000424340077 $5,500,000 iz Completion §r6445 292,985 683,43
Interdeparmestal Assounts
Slate Ajd - Fringe Benefits 00-054-8410011 667,000 2008 A302010 687,000 687,000
Departiest af Banking and nsuzance:
PDC Bank Pragram - Senvices 100-014-3360-004-369¢ $1,500 i) 30010 5000 5,000 1,008
Depariment of Transporiadion
FHWA Hational Scenic Byway Discretinaary
Grant {Stata Parfian) §3-480-078-6300-A76-7310 25,000 fdirigg 13352009 §18,262 0,268 3807
Totd Stale Assistance §16,202 $2.735644 $3,206,288 $3,481 862 $2.443.57%

Sae Repart and the Netes to the Scheduie of Expantifuzes of State financial Assistance.
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Note 1;

Note 2:

Note 3:

Note 4:

Note 5:

PINELANDS COMMISSION
NOTES TO THE SCHEDULE OF EXPENDITURES OF
STATE FINANCIAL ASSISTANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

GENERAL

The accompanying Schedule of Expenditures of State Financial Assistance presents the
activity of all state financial assistance programs of the New Jersey Pinelands
Commission. The Commission is defined in Note 1 to the financial statements. All
state financial assistance received directly from state agencies is included on the
Schedule of Expenditures of State Financial Assistance.

BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of State Financial Assistance is presented
using the modified accrual basis of accounting. This basis of accounting is described in
Note 1 to the Commission’s general-purpose financial statements.

RELATIONSHIP TO FINANCIAL STATEMENTS

Amounts reported in the accompanying schedule agree with amounts reported in the
Commission’s financial statements.

RELATIONSHIP TO STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedule agree with the amounts reported in the
related state financial reports.

MAJOR PROGRAMS

Major programs are identified in the Summary of Auditor’s Results section of the
Schedule of Findings and Questioned Costs.
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Pinelands Commission

Report on Internal Control over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

For the Fiscal Year Ended
June 30, 2010
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REPORT ON INTERNAL CONTROI. OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the Pinelands Commission as of and for the year
ended June 30, 2010 and have issued our report thereon dated May 10, 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. The Pinelands Commission prepares its
financial statements on a modified accrual basis, which is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America.

Internal Control Over Financial Reporting

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

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

Our consideration of internal 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 not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above. However, we identified
certain deficiencies in internal control over financial reporting, as described in the accompanying
schedule of findings and responses, that we consider to be significant deficiencies in internal
control over financial reporting. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Pinelands Commission’s 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 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.

The Pinelands Commission’s response to the finding identified in our audit is described in the
accompanying schedule of findings and responses. We did not audit the Pinelands
Commission’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the management of the Pinelands
Commission and the State of New Jersey, the Legislature, and state awarding agencies and is not
intended to be and should not be used by anyone other than these specified parties.

(%««@4\’/5 %ﬁ%@é&g(

Thomas R. Meseroll
Assistant State Auditor
May 10, 2011
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Pinelands Commission
Schedule of Findings and Responses
For the Fiscal Year Ended June 30, 2010

Finding: 2010-1
Custodial Credit Risk

The Pinelands Commission maintains two checking accounts, one for operations and another for
payroll, at the same financial institution. The federal deposit insurance coverage threshold is
$250,000. The aggregate account balances should stay under this specified limit at all times. If
the total daily balances of both accounts exceed the limit, it will become under-collateralized.
The under-collateralized balances are considered to be a custodial credit risk, which in the event
of the failure of the bank the Pinelands Commission would be unable to recover the full value of
its deposits.

The payroll and operating accounts were under-collateralized for 69 days during fiscal year
2010. For periods of time during the year, the extent of under-collateralization reached as much
as $840,000. The exceptions included the lack of daily monitoring of cash balances, clearing
time for manually prepared checks for significant amounts, and premature transfers from the
state’s Cash Management Fund for future payments. The commission assumed the accounts
were collateralized up to $1 million and they assumed they would receive a letter of credit from
the bank when the accounts were above the $250,000 threshold. These assumptions were based
on email correspondences between the Commission and the bank’s management. However, the
commission did not follow-up with the bank to obtain a copy of the letter of credit when their
accounts exceeded the $250,000 threshold. At no point were they ever collateralized for more
than $250,000.

Recommendation

We recommend the Commission improve their daily monitoring of cash balances to reduce their
exposure to custodial credit risk. We also recommend the Commission utilize electronic fund
transfers in place of manual checks to further reduce this risk.
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July 11,2011

CHris CHRISTIE

SV Ernar

Fax to: 609-633-0834
Original Mailed

Mr. Steven Eells

State Auditor

Office of the State Auditor
State House Annex

P.O. Box 067

Trenton, NI 08625-0067

Dear Mr. Eells:

The Pinelands Commission and its Audit Committee appreciate the outstanding and
efficient work of the State Auditors in completing our FY2010 Audit. Additionaily, the
Commission looks forward to working with your staff on our FY2011 audit and into the future.

The audit report includes one audit finding dealing with Custodial Credit Risk. As
correctly noted in the audit report, the Commission believed, based on information provided by
the bank’s management that our bank balances up to $1 million, were secure. It was the
Commission’s understanding that specific collateral was pledged by the bank to protect the
Commission’s deposits. In fact, the bank encouraged the Commission to keep higher balances.

Immediately upon discovering that this was not the case, the Commission instituted new
payment procedures for large disbursements using electronic payments and same day cash
transfers. Secondiy, alerts have been implemented to notify the Commission when the balance
of either bank account reaches $125,000. Lastly. staff monitors the bank balances daily.

The Commission’s management and its Audit Committee are confident that this issue has
been resolved.

iancy Wittenberg
Executive Director

www.rij.govipinelands
General Informaticn: Info@njpines. state.nj.us
Application Specific Information: Appinfogdnjpines state.nj.us
The Pinelands - Qur Country’s First National Reserve and a U8, Biosphere Reserve
Now Jersey Is A Egual Opporumiry Employer o Printed on Reeyeled and Recpolable Paper




Pinelands Commission

Report on Compliance with Requirements
That Could Have a Direct and Material Effect on
Each Major Program and on Internal Control over Compliance
in Accordance with New Jersey Department of the Treasury
Circular Letter 04-04-OMB

For the Fiscal Year Ended
June 30, 2010
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THAT COULD HAVE A DIRECT AND MATERIAL EFFECT

ON EACH MAJOR PROGRAM AND ON INTERNAL

CONTROL OVER COMPLIANCE IN ACCORDANCE WITH

NEW JERSEY DEPARTMENT OF THE TREASURY

CIRCULAR LETTER 04-04-OMB

We have audited the Pinelands Commission’s compliance with the types of compliance
requirements described in the New Jersey Grant Compliance Supplement that could have a direct
and material effect on each of its major state programs for the year ended June 30, 2010. The
Pinelands Commission’s major state programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of its major state
programs is the responsibility of the Pinelands Commissiont’s management. Our responsibility is
to express an opinion on the Pinelands Commission’s compliance based on our audit.
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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; and
State Treasury Circular Letter 04-04-OMB. These standards and State Treasury Circular Letter
04-04-OMB require that we plan and perform the audit to obtain 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 state program occurred. An audit includes
examining, on a test basis, evidence about the Pinelands Commission’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 of the Pinelands Commission’s compliance with those
requirements.

In our opinion, the Pinelands Commission complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major
state programs for the year ended June 30, 2010.

Internal Control Over Compliance

The management of the Pinelands Commission is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts, and
grants applicable to state programs. In planning and performing our audit, we considered the
Pinelands Commission’s internal control over compliance with the requirements that could have
a direct and material effect on a major state program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with State Treasury Circular Letter 04-04-OMB,
but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Pinelands
Commission’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 state program on a timely basis. A material weakness is a
deficiency in internal control over compliance, 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 state program will not be prevented, or detected and cor-
rected 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.
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This report is intended solely for the information and use of the management of the Pinelands
Commission and the State of New Jersey, the Legislature, and state awarding agencies and is not
intended to be and should not be used by anyone other than these specified parties.

Thomas R. Meseroll
Assistant State Auditor
May 10, 2011
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PINELANDS COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Part I - Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issued: Unqualified

Internal control over financial reporting:

Material weakness(es) identified? Yes v__No

Significant deficiency(ies) identified that are
not considered to be material weaknesses? v Yes No

Noncompliance material to financial statements noted? Yes v___No

Federal Awards Section

Federal Awards Section is not applicable; the Pinelands Commission did not meet the $500,000
threshold for federal single audit.

State Awards Section

Internal control over major programs:

Material weakness(es) identified? Yes v__No

Significant deficiency(ies) identified that are
not considered to be material weaknesses? None Reported

Type of auditor's report on compliance for major
programs: Unqualified

Any audit findings disclosed that are required to be
reported in accordance with State Circular Letter
04-04-OMB Yes v_No
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PINELANDS COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Part 1 - Summary of Auditor’s Results (continued):

Identification of major programs:

State Program Number Name of State Program
1060-042-4800-082 State of New Jersey Appropriation
100-094-9410-011 State Aid - Fringe Benefits
100-042-4840-077 Kirkwood-Cohansey Aquifer Assessment

Part 11 - Schedule of Financial Statement Findings

One custodial credit risk internal control finding was reported. There were no compliance over
financial reporting findings noted that are required to be reported under Government Auditing
Standards.

Part 11 - Schedule of State Awards Findings and Questioned Costs

The audit disclosed no findings or questioned costs for the current period.
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PINELANDS COMMISSION

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

There were no audit findings or questioned costs during the prior year.
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