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BACKGROUND

The Middlesex County Improvement Authority (Authority) was established by
Middlesex County (County) in 1990 pursuant to the County Improvement
Authorities Law, N.J.S.A. 40:37A-44 et seq. According to its mission
statement, “The Authority’s objective is to support the County and the
municipalities and other entities within the County, providing financial and
management assistance. The Authority strives to improve the quality of life for
the residents of Middlesex County.”

The Authority’s specific responsibilities include:

e managing and operating the Roosevelt Care Center (RCC), which
provides long-term care, rehabilitative care, dementia care and hospice

care to residents of Middlesex County and the surrounding area;

e assisting municipalities in obtaining federal grants or other assistance for

local projects;

e acting as an agent for the County in its open space preservation efforts,
which includes appraising land, reviewing that land for environmental

contamination and negotiating property purchases;

e providing financing assistance to the County and its municipalities

through the issuance of bonds;

e administering a recycling program that is available to all municipalities
within the County; and

e maintaining and operating three public golf courses within the County.
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The Authority’s revenue is derived primarily from its golf, recycling and RCC
operations. In calendar year 2010, the Authority had operating revenues of
$52.9 million and operating expenses of $62.3 million, resulting in an operating
loss of $9.4 million, which was primarily attributed to RCC operations. The

Authority also received over $8 million in County subsidies.

The Authority is governed by a five-member Board that is appointed by the
County freeholders. Among other responsibilities, the Board:

e authorizes projects, contracts and purchases over $17,500;

e oversees the hiring of Authority employees and the payment of bills;

e reviews and approves the financing of Authority-sponsored projects; and

e appoints the Authority’s Executive Director.
Aside from RCC operations, the Authority has a staff of approximately 50 full-
time and part-time employees, who work in areas such as administration, golf
management and recycling. The Authority also employs additional seasonal

and per-diem staff. The RCC itself has a separate staff of several hundred
employees who are employed by the Authority.
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AUDIT OBJECTIVE, SCOPE AND METHODOLOGY

The objective of our performance audit was to evaluate selected procurement
and financial operating practices of the Authority for the period January 1, 2007
to April 12, 2012. Specifically, we evaluated the Authority’s:

1. procedures for procuring goods and services;

2. oversight of its various operations including its golf, RCC and recycling
operations;

3. employment contracts; and

4. cash management and accounts payable practices.

This performance audit was performed in accordance with the State
Comptroller’s authority as set forth in N.J.S.A. 52:15C-1 et seq. We conducted
our audit in accordance with generally accepted government auditing standards
applicable to performance audits. Those standards require that we plan and
perform the audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our findings and conclusions. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions based on

our audit objective.

To accomplish our objective, we reviewed relevant statutory laws, regulations,
Authority policies and procedures and professional literature concerning best
practices. We also reviewed the Authority’s professional services contracts,
purchasing documentation, personnel information including payroll
documentation, job descriptions, employment contracts and financial data and
related documentation. In addition, we reviewed the Authority’s internal
controls, conducted interviews of Authority employees and tested sampled

transactions.
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Our testing revealed no significant exceptions related to the Authority’s
financing practices. Our findings concerning the other areas we tested are set

forth in the following pages of this report.
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SUMMARY OF AUDIT RESULTS

Our audit revealed that the Authority does not effectively manage many of its

contracts and provides its management with payouts that are contrary to the

interests of the Authority and the public.

Among the more significant deficiencies we identified were the following:

The Authority did not obtain competitive quotations from potential
vendors as required by the Local Public Contracts Law for several of the

purchase orders that we reviewed.

The Authority did not apply appropriate, qualitative vendor-selection

criteria in selecting its professional services vendors.

The Authority provides four of its executive management employees
with supplemental payments beyond their base salary. These
supplemental payments were not provided for in the operative
employment contracts and there was not a clear or specific basis for the
Authority’s granting of the payments. In 2009 and 2010, the Authority
provided these management employees with approximately $210,000 in

such payments.

In contrast to State employee practices, the Authority allows its
employees to cash out sick days on an annual basis to receive additional
pay each year. From 2008 through 2011, the Authority paid
participating employees more than $74,000 in such payments.

We make 15 recommendations to improve the Authority’s fiscal and operating

practices.
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AUDIT FINDINGS AND RECOMMENDATIONS

Procurement

The Authority’s purchasing and professional services contracting practices are

deficient and do not comply with the Local Public Contracts Law.

Professional Services Contracts

The State’s pay-to-play law, N.J.S.A. 19:44A-20.4 et seq., prohibits government

agencies from awarding contracts with a value over $17,500 to a vendor that has

contributed more than $300 to certain political committees unless the agency

uses a “fair and open” process in awarding the contract. The fair-and-open

process requires the agency to publicly advertise the contract opportunity and to

award the contract according to criteria established in writing. N.J.S.A. 19:44A-

20.7.

We reviewed ten professional services contracts the Authority awarded to four
different vendors between January 1, 2007 and December 31, 2010. Although

Authority resolutions recited that nine of the ten contracts were awarded

pursuant to a fair-and-open process, our review found deficiencies in the

Authority’s use of that process.

Specifically, the Authority did not use appropriate qualitative criteria to judge

and evaluate the vendor best qualified for the applicable position. In eight of

the nine cases, the Authority issued a Request for Qualifications (RFQ) that

required the vendor to have a minimum of five years of experience specific to

the advertised position and to have “knowledge of the Authority and its

operations.” However, the solicitations provided no standards by which to

evaluate responding vendors that met those and similar baseline qualifications.

In particular, cost was not listed as a criterion.
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In addition, the RFQs’ requirement that vendors have “knowledge of the
Authority and its operations” could be applied to discourage or restrain
competition in violation of New Jersey’s Local Public Contracts Law, N.J.S.A.
40A:11-13. For example, for six of the nine advertised RFQs, only the
incumbent vendors responded. In the three other instances, the incumbent and
only one other vendor responded. In two of those three cases, the Authority
summarily disqualified the other vendor based on lack of knowledge of the
Authority. Therefore, all nine contracts were awarded to vendors that
previously held contracts with the Authority. Two of these vendors have had

contracts with the Authority for more than a decade.

State law also requires that all government contracts for goods or services are to
be memorialized in writing. N.J.S.A. 40A:11-14. The contract should establish
the terms, conditions and rates governing the work to be provided by the
vendor. Public contracts should specifically contain the terms and provisions
necessary to protect the interests of the agency and the public. Of the ten

above-referenced professional services agreements we examined, we found:

e In five instances (four of which involved the same vendor) simple
purchase orders were used instead of a formal contract. None of those
purchase orders contained, for example, a scope-of-work provision,
which provides the basis for appropriate contract management and

billing oversight by a government agency.

e None included a termination provision. Such a provision is significant
in preserving the rights of the Authority in the event of substandard

service on the part of a vendor.

Insurance Consultant

The Authority separately advertised for an “insurance producer” and an
“insurance consultant” using RFQs requiring the exact same qualifications.

According to the insurance producer RFQ, the producer purchases insurance
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coverage for the Authority, while the insurance consultant RFQ states the
consultant will provide “advice and assistance from time to time concerning
insurance issues.” In response to our questions, the Authority’s Executive
Director stated the insurance consultant’s responsibilities include providing a

second opinion on the coverage purchased by the insurance producer.

According to N.J.A.C. 5:31-4.1(a), vendors seeking payment from a government
entity are to present a detailed bill for payment along with a certification stating
that the bill is correct. The government entity itself must also complete a
certification stating that the services were in fact received. However, the
Authority’s insurance consultant did not submit detailed invoices to the
Authority. We were therefore unable to verify work he actually performed for
the Authority. For example, some of the bills simply stated the month and year
of the service, the type of service (e.g., “insurance consultant”) and dollar
amount. The invoices did not contain a breakdown or other details as to the
specific services provided. The Authority paid the insurance consultant $38,400
per year, or $115,200 during the period from 2007 to 2009. We also noted two
other professional service vendors that submitted to the Authority invoices

similarly lacking sufficient detail.

Without detailed invoices, the Authority cannot properly review the vendor bills
it receives. In addition, the absence of detailed invoices results in limited
transparency with regard to the nature of the payments being made on behalf of

the public.

We further question whether the retention of an insurance consultant was in the
public interest in view of the fact that the Authority cannot provide a record of

work completed nor pinpoint cost savings resulting from his recommendations.

Authority Legal Counsel

The Authority contracts with a law firm for general legal services and

simultaneously employs the same lead counsel as a part-time Recording
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Secretary. The contract for legal services requires counsel to attend Authority
staff meetings, prepare resolutions, review correspondence and participate in
telephone conferences. The Recording Secretary’s duties include attending the
monthly Board meeting, memorializing roll call and preparing the minutes of
the meeting. In 2009, counsel received a salary of $82,560 from the Authority
for legal services and she and others at her law firm billed an additional
$150,827 for hourly legal services as assigned by the Executive Director. For
her work as Recording Secretary, counsel received an additional $12,000. She

also receives health benefits from the Authority.

In light of this dual employment, we examined counsel’s participation in the
State pension system. Initially, counsel was obtaining pension credits based on
her law firm’s legal services contract with the Authority as well as her position
as Recording Secretary. In 2008, the Authority properly removed the legal
counsel position from the pension system based upon N.J.S.A. 43:15A-7.2(a), a
new law that disqualified vendors from receiving pension credits for performing
professional services pursuant to a contract. We further question, however,
whether counsel was entitled to pension credits for legal services she provided
to the Authority prior to 2008. According to the State’s Division of Pensions
and Benefits, pension credit can be provided only for work performed as an
employee and not for work performed as an independent contractor. Counsel
was a partner in a law firm representing the Authority and providing legal
services, and she was not an employee of the Authority in that capacity. As an
attorney in that law firm where she had been employed since 1986, she had an
office, engaged in the firm’s business, solicited clients for the firm and
participated in the firm’s operations and management. In light of the above, we
have referred this matter to the Division of Pensions and Benefits for review of

the attorney’s pension credits.

We also examined whether counsel should be entitled to Authority-funded
health benefits. The Authority provides health benefits to its employees through
the Middlesex County Joint Health Insurance Fund (MCJHIF). Eligibility under
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the MCJHIF plan is limited to active employees who work at least twenty hours
per week. Based upon our review, counsel is not eligible for health benefits
through her legal counsel position or her Recording Secretary position. In
regards to the legal counsel position, for the reasons set forth above in
connection with her removal from the State pension system, it appears that she
is an independent contractor. As such, she is not an employee and thus is not
eligible for the MCJHIF plan. She also is not eligible for those health benefits
through the Recording Secretary position as she does not work the required
twenty hours per week in that capacity. The duties of the Recording Secretary
only require attendance at Board meetings, memorializing roll call and
preparing meeting minutes. There was one meeting each month in 2008, 2009
and 2010. As such, her eligibility for health benefits should be reexamined.

Obtaining Competitive Price Quotations

The Local Public Contracts Law (LPCL) requires a public contracting agency to
obtain at least two competitive quotes for all contracts that involve less money
than the LPCL’s bid threshold ($21,000 during our audit period) but 15 percent
or more of that threshold ($3,150 during the audit period). The contract is to be
awarded to the vendor whose proposal is the most advantageous to the agency,
when price and other factors are considered. We sampled 45 purchase orders
issued by the Authority during the period January 1, 2007 to December 31, 2009
to test for compliance with these requirements of the LPCL. Of those 45
purchase orders, 20 involved more than 15 percent of the bid threshold amount.
In 5 of those 20 instances the Authority failed to obtain quotations as required
and instead simply awarded the contract to its preferred vendor.

Purchasing Manual

The Authority’s Purchasing Manual (Manual), which contains the Authority’s
purchasing policies and procedures, is vague and does not include adequate
procedures for staff to follow. For example, the Manual does not detail the

procedures required to be followed in completing a purchase requisition and in
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submitting documentation to the Authority’s purchasing clerk. Similarly,
although the obtaining of quotations in lieu of formal bids is referred to in the
Manual, the Manual does not specify the contract amount above which
quotations are to be obtained or the number of quotes required to be obtained.
Additionally, the Manual does not provide instruction as to the proper

documentation of quotations received.

A more detailed Manual would have assisted the Authority in avoiding some of
the deficiencies discussed in this report.

Recommendations

1. Implement a formal vendor evaluation process for awarding professional
services contracts utilizing appropriate qualitative criteria, including cost

as appropriate.
2. Use a written contract in purchasing professional services.

3. Ensure that all contracts include a termination provision and a scope-of-

services provision.

4. Require vendors to submit detailed invoices to comply with N.J.A.C. 5:31-
4.1(a).

5. Reevaluate the need for retaining an insurance consultant and document

that reevaluation.

6. Reevaluate the eligibility of the Authority’s legal counsel/Recording

Secretary for health benefits.

7. Solicit two or more quotations for all applicable purchases as required by

the Local Public Contracts Law.

8. Develop a comprehensive Purchasing Manual.
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Cash Management

The Authority needs to strengthen its cash management and accounts payable
practices.

Vendor Payments

The Authority requires that any invoices to be paid must be received no later
than one week before the next Board meeting if they are to be voted on for
payment at that Board meeting. According to the Authority’s purchase orders,
“Invoices received later than seven (7) days preceding the regular meeting must
await the next monthly meeting of the Authority.” Despite this stated policy,
our review of law firm monthly invoices billed to the Authority totaling
$116,143 for the eight months we sampled found that all of these invoices were
received less than seven days before the monthly Board meeting. All but one of
the eight invoices was received the day before the meeting. Lead counsel at the
law firm submitting the invoices also is the Authority’s Recording Secretary

and therefore was familiar with Authority billing requirements.

The preliminary bill list sent to Board members in advance of the meetings did
not include these law firm invoices. Instead, the invoices were included in the
final bill list distributed at the Board meeting itself. The Authority did not
follow its policy requiring it to wait until the next Board meeting to pay these

invoices received after the cut-off time.

The purpose of the Board getting the preliminary bill list in advance of the
meetings is to allow adequate time for each Board member to properly review
each item before deciding whether to vote to pay the bill. The Authority should
adhere to its stated policies in this regard.
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Compliance with Unclaimed Property Requirements

The Uniform Unclaimed Property Act, N.J.S.A. 46:30B-1 et seq., states that
abandoned property in the possession of a third-party should be remitted to the
State as unclaimed property. With regard to payments owed by government
entities, any property remaining unclaimed for more than one year after it

became payable is, by law, presumed abandoned.

Our review of monthly Board meeting minutes found that from January 1, 2007
to December 31, 2009 the Authority canceled outstanding checks totaling
$21,244 consisting of unclaimed payroll and workers’ compensation checks, as
well as checks issued from operating accounts. In addition, the RCC is
retaining outstanding patient funds resulting from uncashed checks from pre-
2000 through 2009 in the amount of $17,013.

The Authority should attempt to contact the proper owners of these funds and
return the funds. If the Authority is unable to provide the funds to the owner, by

law these amounts are to be remitted to the State as unclaimed property.

Recommendations

9. Enforce Authority policies that are designed to ensure that Board members
have adequate time to review a proposed vendor payment before voting on

the payment.

10. Ensure compliance with N.J.S.A. 46:30B-1 et seq. by canceling stale-dated
checks and either return the funds to their owner or remit them to the State

as unclaimed property.
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Personnel

Authority management receives substantial supplemental benefit payments
without a clear and specific basis for the award of those payments.

The Authority provides some of its employees with taxable fringe benefits. We
reviewed the categories and amounts of those benefits as well as the basis for

providing them.

Management Incentive Benefit Payments

Four Authority employees -- the Executive Director, the RCC Administrator,
the Chief Financial Officer (CFO) and the Director of Administration --
received “management incentive” benefit payments during the time period
reviewed in our audit. The Executive Director received $54,260 in such
payments in 2009 and $55,617 in 2010, or approximately 30 percent of his base
salary. The other three employees received between $11,600 and $20,500 in
both 2009 and 2010, or between 10 and 15 percent of their base salaries.
Similar payments were granted to these four employees in 2007, 2008 and 2011.
No other Authority employees received such payments.

In addition, in accordance with the Authority’s Personnel Manual, the four
employees referenced above as well as two other Authority employees receive a

car allowance ranging from $250 to $400 per month.

In response to questions from our audit staff, Authority officials initially
indicated that the management incentive payments are based on the terms of the
applicable employee contracts as well as performance evaluations. We
therefore reviewed the relevant employee contracts and copies of the
employees’ annual evaluations. None of the applicable contracts reference
these incentive payments. One of the four employees receiving the

management incentive benefit payments does not have an employment contract
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with the Authority. The contracts for the other three employees specifically
stipulate annual base pay increases of 2.5 percent, but they do not mention the

availability of the additional management incentive payments.

It should also be noted that there is no mention of management incentive benefit
pay in the Authority’s Personnel Manual. As a result, these payments are not
being made with appropriate transparency. We learned of them only upon

review of individual payroll records.

The Executive Director stated to us that the ultimate decision whether to award
management incentive payments is made by the Board’s Personnel Committee
(Committee), which is responsible for the hiring of new staff and for employee
performance evaluations. According to the Authority’s by-laws, the Committee
is to consist of two members, each of whom are to be members of the Board.
The Executive Director currently acts as a third member of the Committee,
although his membership is not set forth in the by-laws. The Executive Director
recuses himself from voting on his own supplemental benefit pay. He stated
that specific supplemental pay determinations are based on performance

evaluations and the judgment of the Committee.

The performance evaluations for three of the four employees who received
management incentive payments contained a list of ten performance measures
upon which the employee was evaluated. =~ The measures included items such
as “has solid understanding of the job,” “works well within organization” and
“maintains a proper appearance.” On the evaluation form, the employees could
be found to be performing at, above or below expectations. The evaluations did
not contain an area for any elaboration concerning the grading and did not

reflect any measurable performance criteria tied to the goals of the Authority.

The fourth employee, the Executive Director, is not provided with a written
performance evaluation. Instead, according to the Authority he is given a
monthly, verbal performance evaluation by the Board Chairman at a pre-Board
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meeting. None of these evaluations have been memorialized in any written

form.

According to Authority officials, the rationale for the management incentive
payments is, in part, to retain the employment of these management employees.
However, we did not find evidence of any threat of management turnover or
other support for the notion that these payments were necessary from an

operational perspective.

Yearly Sick Leave Buy-Out

N.J.S.A. 11A:6-19 limits to $15,000 the amount that may be paid to a State
employee for accumulated unused sick leave when the employee retires. The
Authority has voluntarily adopted this cap in its Personnel Manual. However,
the Authority allows its employees to potentially receive more than $15,000 in
sick leave payments by permitting them to periodically cash in accumulated
unused sick time. This provision, known at the Authority as the yearly sick
leave buy-out, allows employees to receive a yearly cash payment for unused
sick days. Depending on their employee status, Authority employees can cash
in either two or three unused sick days for a day’s worth of pay and can receive
through this process a total of up to five additional days of pay each year. This

benefit is not available to State employees.

From 2008 through 2011, the Authority paid out more than $74,000 for 3,522
hours of such accumulated unused sick time. This total does not include

additional sick leave amounts paid out at retirement.
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Cumulative Effect of Supplemental Payouts

The cumulative effect of these supplemental payments in 2010 for the four

executive management Authority employees is illustrated in the table below:

Executive RCC Director of
Director CFO Administrator | Administration
Base Salary $185,384 | $119,268 $163,884 $118,668
Management Incentive
Benefit Pay $55,617 $17,890 $20,485 $11,869
Car Allowance $4,800 $4,200 $4,800 $4,200
Annual Payment for
Unused Sick Time $3,565 0 0 $2,282
Total $249,366 | $141,358 $189,169 $137,019

Comparing these amounts with monetary compensation paid to other employees
holding similar positions in State and local government indicates that the
Authority’s payments to its management are excessive. For example, as
illustrated in the above table, in 2010 the Authority’s Executive Director
received more than $249,000 in total monetary compensation. In contrast, the
Middlesex County Administrator received $153,400 and the Governor of New
Jersey received $175,000. The Authority has not established that its
compensation practices are consistent with the interests of the Authority and the

public.

Multiple Public Job Holders

We identified three part-time employees of the Authority who hold other full-
time public-sector employment positions. Two of those three employees work
for the County. These two employees are performing duties at the Authority
that seemingly could be accomplished in their role as County employees. For
both of the employees their Authority and County salaries are included in
calculations made for State pension purposes, thereby increasing their future

pensions.

For example, the County Treasurer simultaneously works as an accountant for

the Authority in connection with the Authority’s open space efforts. Though
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the Authority assists with open space efforts in the County, it ultimately is a
County program. As an accountant for the Authority, this employee’s
responsibilities may include, according to the Authority’s job description,
“entering financial data on acquisition projects,” “preparing data so that
resolutions and invoices may be generated for the County Freeholders,”
“processing orders for land acquisitions” and “interfacing with the County
Comptroller and Treasurer’s Office.” Since he is the County Treasurer, in his
role as an Authority accountant he is, in effect, interfacing with himself. As per
N.J.S.A. 40A:9-27, the County Treasurer is the custodian of all County funds,

which includes open space funds.

In an interview with audit team staff, this employee was not able to provide a
definitive answer as to the amount of time he devotes to the two respective
positions. His 2010 salary from the County was $122,294 and his salary from
the Authority was $27,000.

Employee Recognition Expenditures

The Authority funded an annual holiday party for RCC staff during 2007 and
2008 at a total cost of $12,314. In addition, in 2008 the Authority purchased
460 Thanksgiving turkeys for RCC employees at a total cost of $6,898. The
holiday party event was labeled as “employee recognition” in the Authority’s
general ledger and was described to us by the CFO as a “way to honor” RCC
staff. We did not identify any similar Authority-funded parties in 2009 or 2010.
By way of comparison, we note that State Circular 11-09-OMB prohibits State
agencies from holding social functions for State employees at a public cost
exceeding $25.

Recommendations

11. Reevaluate the management incentive payment program and align any
supplemental benefit payments with achievement of Authority-defined
goals and objectives.



12.

13.

14.

15.
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Impose a limit on the total compensation provided to the Executive
Director and other Authority managers. In arriving at that policy, the
Authority should consider the salary structure for other New Jersey public-

sector employees.
Eliminate the yearly sick leave buy-out.

Discontinue the practice of paying County employees for work they

already are required to complete as a part of their County employment.

Using State and County guidelines, develop a policy concerning the
funding of employee recognition initiatives. For example, such initiatives
could be financed with non-public funds such as donations or employee

contributions.
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REPORTING REQUIREMENTS

We provided a draft copy of this report to Authority officials for their review
and comment. Their comments were considered in preparing our final report
and are attached as Appendix A. We address selected points from the response

in Comments set forth in Appendix B.

The Authority’s response disagreed with some of our conclusions and reiterated
the Authority’s support for some of its operating practices as we found them
during our audit. However, the Authority did not provide any compelling
evidence that would cause us to change the audit’s conclusions. To the
contrary, the assertions in the Authority’s response are frequently unsupported
or incorrect. We are nonetheless pleased that although the Authority claims to
disagree with many of our conclusions, the response indicates that Authority
officials already are taking steps to implement many of the report’s

recommendations.

The Office of the State Comptroller is required by statute to monitor the
implementation of our recommendations. To meet this requirement and in
accordance with N.J.A.C. 17:44-2.8(a), following the distribution of the final
audit report the Authority shall report to the Office of the State Comptroller
within 90 days stating the corrective action taken or underway to implement the
recommendations contained in the report and, if not implemented, the reason
therefore. This Office will review the implementation of the corrective action
plan. State law at N.J.S.A. 52:15C-11(c) sets forth disciplinary action that may
be taken should a government entity refuse to cooperate in proposing corrective

action or fail to comply with a recommended corrective action plan.
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CARE CENTER

In its role as owner, license-holder and operator of
Roosevelt Care Center, the MCIA continues to establish
and implement policies that meet the mission and vision
statements of the long term care center at the Edison
campus. There is a focus on comprehensive continuums for
personalized care designed to rehabilitate and maximize
physical function, to ease pain, to slow the progression of
debilitating conditions and disease and to increase each
individual's quality of life, satisfaction and independence.

By meeting the diverse care needs of Middlesex County residents, the facility
maintains its strong heritage of community service. Programs move forward
relying on a highly trained staff and innovative approaches of managing

and delivering care as well as state-of-the-art facilities. And looking ahead,
Roosevelt's administration provided input in 2010 to the Middlesex County
Board of Freeholders in the planning of a new long term care center in Old
Bridge, and they anticipate their management role when the facility opens £
in 2011. Ty
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COMMUNITY
AFFAIRS

The Middlesex County Improvement Authority's
commitment to the Middlesex County community goes
beyond the financial and management assistance provided
to the municipalities and to county government. Our
management and coordination of the M.C.FO.0.D.S.
program (the county food bank), our advocacy for the
annual Friends of Middlesex County Charity Golf Inc.’s golf
outing that raises funds for local charities and the coordination
of an extensive recycling education program that provides
free presentations to schools and community groups is
another way that the MCIA works for a better quality of life
for Middlesex County’s residents.

M.C.F.0.0.D.S.

In total the MCIA helped collect and distribute an estimated 351 tons of
food for the Middlesex County Food Organization and Qutreach Distribution
Services (M.C.FO.0.D.S.) in 2010. That is an increase of 21 tons from the
previous year. This food was distributed to needy county residents through
the local food pantries, soup kitchens and other emergency food providers
that utilize the M.C.FC.O.D.S. network.
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SUMMARY OF AUDIT REPORT

FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

AS REQUIRED BY N.J.S.A. 40A:5A-16

B ALANTCE

SOHISESEST)

ASSETS
Current Assets
Cash and Cash Equivalents

Accounts Receivable

Due from Municipalities and Participants

Interest Receivable

Prepaid Expenses

Total Current Assets
Noncurrent Assets
Restricted Assets
Cash and Cash Equivalents
Investments
Accounts Receivable
Patient Fees Receivable
Interest Receivable

Loans Receivable

Due from Municipalities and Participants

Prepaid Lease Expense

Inventory

Net Investment in Perth Amboy Safety Complex Project

Net Investment in Perth Amboy Utility Franchise Lease

Net Investment in New Brunswick Aprts. Resid. Rental Hsg. Proj.

Net Investment in North Brunswick Water Project

Net Investment in Middlesex County Adm. Bldg. Housing Proj.

Net Investment in Capital Lease and Improvement

Programs (Less Unearned Income of $49,468,522.46

and $51,606,366.45 Respectively)

Total Restricted Assets

Capital Assets (Net)

Unamortized Bond Issue Costs

Total Noncurrent Assets

TOTAL ASSETS

BALANCE

DEC. 31, 2010

7,515,290.78
822,390.20
990,157.78
3,220.00
5,017.67

BALANCE

DEC. 31, 2009

9,336,076.43

7,710,462.62
876,008.05
1,248,893.59
4,662.46
4,379.66

71,152,862.07
33,304,767.32
1,269,111.28
5,826,630.56
1,882,566.64
65,695,000.00
383,514.08
1,569,600.00
268,190.79
2,825,703.95
15,846,537.35
5,190,673.62
25,734,089.62
6,335,423.18

237,294,803.63

474,579,474.29

114,622,784.00

16,839,946.29

9,844,406.38

47,828,297.77
82,264,617.57
1,450,510.48
5,010,332.80
1,928,728.95
67,860,000.00
209,055.59
1,914,650.00
242,937.76
2,817,222.38
15,933,833.75
5,279,842.67
27,202,537.66
6,441,806.50

246,149,736.47

606,042,204.58

512,534,110.35

117,933,119.41

17,316,399.00

615,378,281.01

647,783,628.76




LIABILITIES

Current Liabilities
Accounts Payable
Accrued Expenses

Total Current Liabilities

Non-Current Liabilities
Reserve for COBRA/Workers Comp Insurance

Total Non-Current Liabilities

Current Liabilities Payable from Restricted Assets
Revenue Bonds Payable
TFN Payable
Accrued Expenses
Reserve for Special RCC Funds
Prepaid Lease Payments
Deferred Revenue
Reserved for Future Projects
Accrued Interest on Bonds
Accounts Payable

Total Current Liabilities Payable from Restricted Assets

Noncurrent Liabilities
Revenue Bonds Payable
Loan Payable-CRDA
Due to County-CIP Participation
Reserve for Proceeds and Acquisition Funds
Reserve for Deferred Revenue - Bond Funds
Funds Held in Trust:
Heldrich Hotel/Conference Ctr. Project
South Plainfield Housing Project
George Street Student Housing Project
North Brunswick Senior Citizen Housing Project
Middlesex County Educational Services Commission
Perth Amboy Lease & Franchise Ext. Project

Total Noncurrent Liabilities

Total Liabilities

NET ASSETS
Invested in Capital Assets, Net of Related Debt
Restricted for:
Unemployment Insurance
Unrestricted for:
Accrued Post-Employment Health Benefits Liability
Unrestricted
Total Unrestricted
Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

BALANCE
DEC. 31, 2010

1,032,760.42
160,480.64

1,193,241.06

503,245.35

503,245.35

25,461,611.50
2,319,999.00
975,191.42
467,238.53
338,781.89
77,247 .85
360,346.38
1,882,566.64
4,274,206.45

36,157,189.66

500,997,847.60
20,000,000.00
2,513,821.16
15,478,359.69
71,837.46

4,777,217.34
248,356.35
8,538,985.10
1,461,488.22
98,386.00
2,488,800.25

556,675,099.17

594,528,775.24

10,546,927.05

10,455.04

37,774,000.00
(27,481,876.32)

10,292,123.68

20,849,505.77

$ 615,378,281.01

BALANCE
DEC. 31, 2009

1,457,724.29
141,041.01
1,598,765.30

145,530.31
145,530.31

29,255,000.00
3,093,332.00
1,000,534.63
479,651.74
433,079.72
116,826.52
360,346.38
1,944,028.95
4,294,997.87
40,977,797.81

512,363,421.63
20,000,000.00
2,854,464.92
21,444,599.60
104,870.05

6,603,598.38
221,393.13
8,878,695.44
1,427,261.58
13,527,422.21
2,327,548.89
589,753,275.83

632,475,369.25

13,582,139.96

352.24

27,736,000.00
(16,165,826.31)
_11,570,173.69

 25,152,665.89

657,628,035.14




STATEMENT OF REVENUE, EXPENSES AND CHANGES IN FUND ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

Operating Revenues
Financing/Administrative Fees
Roosevelt Care Center
Curbside/Yardwaste Pick Up
Recycling Operations

Golf Course Operations

Marketing Revenues (Net of Market Share Distribution)

Open Space Reimbursement

Total Operating Revenues

Operating Expenses
Administrative
Cost of Providing Services

Depreciation

Total Operating Expenses

Operating Income (Loss)

Non-Operating Revenues (Expenses)
Interest Income
Lease Revenues
Local Subsidy & Donations
Reserves-Prior Years
Reserve for SUI
Accounts Receivables-Cancelled
Gain on Sale of Assets
Accounts Payable-Prior Years
Interest on Bonds
Depreciation-Heldrich Hotel/Conference Ctr. Proj.
Payment to County-CELP

Miscellaneous

Net Non- Operating Revenues (Expenses)

Changes in Net Assets

Total Net Assets - Beginning

Total Net Assets - Ending

YEAR ENDED
DEC. 31, 2010

478,757 .88
39,791,051.44
3,731,648.40
3,493,999.24
3,604,395.04
537,074.19
1,288,643.55

YEAR ENDED
DEC. 31, 2009

52,925,569.74

310,127.14
42,418,185.22
4,429,893.26
4,206,267.51
3,633,742.96
381,808.98
1,079,417.25

8,918,112.25
51,115,900.41
2,286,554.55

56,459,442.32

62,320,567.21

9,422,120.94
52,064,544.39
2,950,602.95

(9,394,997.47)

64,437,268.28

61,582.66
11,715,000.00
8,403,73%.58
(333,233.69)
10,102.80
(48,017.27)
3,288.00
126,324.06
(12,742,608.47)
(2,318,492.08)
(149,011.04)
363,162.80

(7,977,825.96)

$

5,091,837.35

96,927.85
11,330,000.00
8,001,712.82
(9,746.67)

(61,086.30)
(12,447,014.16)
(2,318,492.08)
(148,478.00)
354,943.96

(4,303,160.12)

20,849,505.77

4,798,767.42

(3.179,058.54)
28,331,724.43

25,152,665.89
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Improvement Authority

MCIA DIRECTORY
Administrative Office

107 Interchange Plaza
Cranbury, NJ 08512
Phone (609) 655-5141
Fax (609) 655-4748
mciaadmin@mciauth.com

www.mciauth.com

DIVISION OF RECYCLING

55 Edgeboro Road

East Brunswick, NJ 08816

Phone (732) 628-0221

Fax (732) 628-0338

Recycling hotline 1(800) 448-MCIA

ROOSEVELT CARE CENTER
One Roosevelt Drive

Edison, NJ 08837

Phene (732) 321-6800

Fax (732) 452-1950

www.rooseveltcarecenter.com

KEEP MIDDLESEX MOVING
100 Bayard Street, 2nd Floor
New Brunswick, NJ 08201
Phone (732) 745-4465

Fax (732) 745-7482
TAMARACK

GOLF COURSE

97 Hardenburg Lane

East Brunswick, NJ 08816
Phone (732) 821-8881/8884
Fax (732) 821-3191

THE MEADOWS AT
MIDDLESEX GOLF COURSE

70 Hunters Glen Drive
Plainsboro, NJ 08536
Phone (609) 799-4000
Fax {609) 799-1576

RARITAN LANDING
GOLF COURSE

491 Sidney Road
Piscataway, NJ 08854
Phone (732) 885-9600
Fax (732) 885-9604

Special thanks te Jim Bullard for
providing some of the photos
included in this report.
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APPENDIX B
COMMENTS ON AUDITEE RESPONSE

The following comments correspond to the auditee responses as indicated in the
margins of those responses.

1) The Authority contends that “participation in the pension system for
professional employees was legal and systemic prior to N.J.SA. 43:15A-7.2
becoming effective” in 2008. However, even before the passage of N.J.SA.
43:15A-7.2, pension credit could be provided only for work performed as an
employee and the multi-factor test used by the Division of Pensions and
Benefits to determine employee status has not changed. The Authority
should set forth its legal position on these factors before the Division of
Pensions and Benefits for review and determination.

2) We tested a sample of 20 purchase orders for which quotations should have
been obtained. In 5 of these instances, the required quotations had not been
obtained. This constitutes an exception rate of 25 percent, not 0.0005 percent

as set forth by the Authority in its response.
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