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INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of the State of New Jersey Casino
Control Fund as of and for the years ended June 30, 1998 and 1997. These financial
statements are the responsibility of management. Our responsibility is to express an opinion
on these financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with
generally accepted auditing standards and the standards applicable to financial audits
contained in the 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
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overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

Government Accounting Standards Board Technical Bulletin 98-1, Disclosures About Year
2000 Issues, requires disclosure of certain matters regarding the year 2000 issue. The Casino
Control Fund has included such disclosures in Note 11. Because of the unprecedented nature
of the year 2000 issue, its effects and the success of related remediation efforts will not be fully
determinable until the year 2000 and thereafter. Accordingly, insufficient audit evidence exists
to support the Casino Control Fund’s disclosures with respect to the year 2000 issue made in
Note 11. Further, we do not provide assurance that the Casino Control Fund is or will be year
2000 ready, that the Casino Control Fund’s year 2000 remediation efforts will be successful
in whole or in part, or that parties with which the Casino Control Fund does business will be
year 2000 ready.

As discussed in Note 1, the financial statements present only the Casino Control Fund and are
not intended to present fairly the financial position and results of operations of the State of New
Jersey in conformity with generally accepted accounting principles.

In our opinion, except for the effects of such adjustments, if any, as might have been
determined to be necessary had we been able to examine evidence regarding year 2000
disclosures, the financial statements referred to above present fairly, in all material respects,
the financial position of the Casino Control Fund as of June 30, 1998 and 1997, and the results
of its operations for the years then ended in conformity with generally accepted accounting
principles.

Our audit was made for the purpose of forming an opinion on the Casino Control Fund financial
statements taken as a whole. The Expenditure Detail schedule is presented for the purpose
of additional analysis and is not a required part of the Casino Control Fund financial
statements. Such information has been subjected to the same auditing procedures applied in
the examination of the Casino Control Fund financial statements, and, in our opinion, is fairly
stated in all material respects in relation to the financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued a report dated
March 16, 1999 on our consideration of the State of New Jersey Casino Control Fund’s internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grants.

Thomas R. Meseroll
Technical Director
March 16, 1999
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STATE OF NEW JERSEY
CASINO CONTROL FUND
BALANCE SHEET
JUNE 30, 1998 AND 1997

EXHIBIT |
(In_$000)
1998 1997
ASSETS
Cash $ 51.0 $ 51.0
Accounts Receivable 6,129.9 6,052.4
Less: Allowance for Doubtful
Accounts 33.2 34.5
Net Accounts Receivable 6,096.7 6,017.9
Due from General Fund 10,087.0 7.875.6
Total Assets $ 16234.7 $ 139445
LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable $ 3,362.5 $ 3,696.1
Deferred Revenue 8.754.6 7.905.1
Total Liabilities 12.117.1 11.601.2
Fund Balances
Reserved for:
Encumbrances 2,803.6 3,552.0
Other 1,242.5 -
Unreserved:
Designated for Continuing Appropriation 469.5 353.0
Undesignated (398.0) (1.,561.7)
Total Fund Balances 4,117.6 2.343.3
Total Liabilities and Fund Balances $ 162347 $ 139445

SEE NOTES TO FINANCIAL STATEMENTS
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STATE OF NEW JERSEY

CASINO CONTROL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

FOR THE FISCAL YEARS ENDED JUNE 30. 1998 AND 1997

REVENUES
Casinos
Licenses - Casino
- Slot Machine
- Alcoholic Beverage
Assessments

Credits - Prior Year Fund Balance
Total from Casinos

Other Sources
Licenses - Casino Employees
- Casino Service Industry
Slot Prototype
Other Revenues
Total from Other Sources

Investment Earnings

Total Revenues

EXPENDITURES

Public Safety and Criminal Justice
(Division of Gaming Enforcement)
Government Direction, Management
and Control
(Casino Control Commission)
Total Expenditures

Net Increase (Decrease) in
Fund Balance for the Year

Fund Balance - Beginning
Fund Balance - Ending

EXHIBIT I
(in_$000)
1998 1997

$ 33,716.6 $ 33,575.0
17,657.7 16,513.8
105.8 49.3
51,480.1 50,138.1
(2.343.3) (5.907.4)
49.136.8 44.230.7
1,961.8 3,466.9
1,337.9 1,140.2
600.5 618.9
89.7 97.0
3,989.9 5,323.0
497.1 503.1
53,623.8 50,146.8
29,554.9 29,919.7
22.294.6 23.791.2
51,8495 53.710.9
1,774.3 (3,564.1)
2.343.3 5.907.4
$ 41176 $ 23433

SEE NOTES TO FINANCIAL STATEMENTS
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STATE OF NEW JERSEY
CASINO CONTROL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL - BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 1998

EXHIBIT IlI-A
(in_$000)
Variance-
Favorable
Budget Actual (Unfavorable)
REVENUES
Casinos
Licenses - Casino $ 33,881.6 $ 33,716.6 ($165.0)
- Slot Machine 17,518.5 17,657.7 139.2
- Alcoholic Beverage 57.4 105.8 48.4
Assessments - - -
51,457.5 51,480.1 22.6
Credits - Prior Year Fund Balance (2.343.3) (2.343.3) -
Total from Casinos 49.114.2 49.136.8 22.6
Other Sources
Licenses - Casino Employees 2,558.1 1,961.8 (596.3)
- Casino Service Industry 1,096.7 1,337.9 241.2
Slot Prototype 600.0 600.5 0.5
Other Revenues 100.0 89.7 (10.3)
Total from Other Sources 4.354.8 3,989.9 (364.9)
Investment Earnings - 497.1 497.1
Total Revenues 53.469.0 53.,623.8 154.8
EXPENDITURES
Public Safety and Criminal Justice
(Division of Gaming Enforcement) 32,256.5 30,636.1 1,620.4
Government Direction, Management
and Control
(Casino Control Commission) 22.857.5 22,443.0 4145
Total Expenditures 55,114.0 53.079.1 2,034.9
Net Increase (Decrease) in
Fund Balance for the Year ($1.645.0) $544.7 $2,189.7

SEE NOTES TO FINANCIAL STATEMENTS

Page 3



You're viewing an archived copy from the New Jersey State Library.

STATE OF NEW JERSEY
CASINO CONTROL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL - BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 1997

EXHIBIT 1lI-B
(in_$000)
Variance-
Favorable
Budget Actual (Unfavorable)
REVENUES
Casinos
Licenses - Casino $ 32,182.8 $ 33,575.0 $ 1,392.2
- Slot Machine 16,447.0 16,513.8 66.8
- Alcoholic Beverage 19.6 49.3 29.7
Assessments 3.215.0 - (3.215.0)
51,864.4 50,138.1 (1,726.3)
Credits - Prior Year Fund Balance (5.907.4) (5.907.4) -
Total from Casinos 45.957.0 44.230.7 (1.726.3)
Other Sources
Licenses - Casino Employees 3,677.1 3,466.9 (210.2)
- Casino Service Industry 1,287.1 1,140.2 (146.9)
Slot Prototype 460.0 618.9 158.9
Other Revenues 100.0 97.0 (3.0)
Total from Other Sources 5,524.2 5.323.0 (201.2)
Investment Earnings - 593.1 593.1
Total Revenues 51,481.2 50,146.8 (1.334.4)
EXPENDITURES
Public Safety and Criminal Justice
(Division of Gaming Enforcement) 29,151.0 29,875.3 (724.3)
Government Direction, Management
and Control
(Casino Control Commission) 24.791.9 24,123.2 668.7
Total Expenditures 53,942.9 53,998.5 (55.6)
Net Increase (Decrease) in
Fund Balance for the Year ($2.461.7) ($3.851.7) ($1.390.0)

SEE NOTES TO FINANCIAL STATEMENTS
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EXPENDITURES:

Salaries

Payroll Taxes and
Employee Benefits

Printing and Office
Supplies

Vehicular Supplies

Travel

Telephone

Data Processing

Professional Services

Other Services Other
Than Personal

Rent-Facilities

Rent-Automobiles
and Other

Indirect Costs

Office Equipment

Vehicular Equipment

Other Equipment

TOTAL EXPENDITURES
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STATE OF NEW JERSEY

CASINO CONTROL FUND

EXPENDITURE DETAIL

FISCAL YEARS ENDED JUNE 30, 1998 AND 1997

SCHEDULE |
(in_$000)
1997

PUBLIC GOVERNMENT PUBLIC GOVERNMENT

SAFETY DIRECTION SAFETY DIRECTION
AND CRIMINAL ~ MANAGEMENT AND CRIMINAL MANAGEMENT
JUSTICE AND CONTROL JUSTICE AND CONTROL

$ 19,534.3 $ 15,494.0 $ 18,5470 $ 15,255.2

3,921.1 3,346.0 4,971.4 3,972.4

134.6 220.9 152.3 255.6

93.8 - 105.5 -

73.4 39.3 81.5 40.0

321.9 205.0 378.3 228.0

729.5 1,263.0 668.9 538.1

367.3 130.6 426.7 115.1

602.1 149.8 595.2 112.2

2,073.4 1,108.3 1,957.5 1,787.6

120.1 68.7 117.9 96.9

1,075.9 66.8 906.2 54.3

116.6 107.2 39.1 1,244.3

68.7 8.2 600.0 16.5

322.2 86.8 372.2 75.0

$ 295549 $ 222946 $ 299197 $ 237912

SEE NOTES TO FINANCIAL STATEMENTS
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STATE OF NEW JERSEY
CASINO CONTROL FUND
NOTES TO FINANCIAL STATEMENTS

Significant Accounting Policies

A. Basis of Presentation

The accompanying financial statements have been prepared in conformity with
generally accepted accounting principles (GAAP) as prescribed by the
Governmental Accounting Standards Board (GASB).

. Fund Accounting

The state uses funds, account groups and component units to report on its
financial position and the results of its operations. Fund accounting is
designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain functions or activities. A fund is a
separate accounting entity with a self-balancing set of accounts which
represent the fund's assets, liabilities, equity, revenues and expenditures or
expenses. Funds are classified into three categories: governmental,
proprietary and fiduciary. Each category is then divided into separate "Fund
Types".

Governmental Fund Type - Special Revenue Fund

The Casino Control Fund is a governmental fund type - special revenue fund.
Special revenue funds are used to account for the proceeds of specific
revenue sources (other than special assessments, expendable trusts, or for
major capital projects) that are legally restricted to expenditure for specified
purposes.

The Casino Control Fund (N.J.S.A. 5:12-143) accounts for fees from the
issuance and renewal of casino licenses and other license fees.
Appropriations are made to fund the operations of the Casino Control
Commission and the Division of Gaming Enforcement.

. Basis of Accounting

The Casino Control Fund is accounted for using the modified accrual basis of
accounting. Under this basis of accounting, revenues are recognized in the
accounting period in which they become susceptible to accrual; that is, when
they become both measurable and available to finance expenditures of the
fiscal period. Available means collectible within the current period or soon
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enough thereafter to be used to pay liabilities of the current period. Material
revenues susceptible to accrual would include casino license fees.

Expenditures are recorded on the accrual basis when the related liability is
incurred. Disbursements for prepaid expenses, inventory items, and fixed
assets are recorded as expenditures when incurred.

. Budgetary Process

An annual budget is adopted for the Casino Control Fund. The Legislature
enacts the budget through passage of specific appropriation, the sum of which
may not exceed estimated revenues. The annual appropriation act for fiscal
years 1998 and 1997 authorized $54,761,000 and $51,661,000 respectively.
Budgetary control is maintained at the program unit level.

The accompanying statements of Revenues, Expenditures, and Changes in
Fund Balances Budget and Actual — Budgetary Basis present comparisons of
the budget established at the start of the fiscal year with actual data on a
budgetary basis. The Casino Control Fund’'s budgeted figures differ from
those presented in the State of New Jersey Comprehensive Annual Financial
Report (CAFR) due to state budget revisions made throughout the year for
supplemental appropriations and changes in appropriated revenues.

The state's budgetary basis of accounting differs from that utilized to present
financial statements in conformity with generally accepted accounting
principles (GAAP). The main differences between the budgetary basis and
the GAAP basis are that under the budgetary basis encumbrances are
recognized as expenditures, and the budgetary basis reflects transactions only
for the current fiscal year.

There were no expenditures in excess of appropriations in the Casino Control

Fund. The following presents a reconciliation of the budgetary basis to the
GAAP basis of reporting:
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Actual on Budgetary to GAAP Basis

June 30, 1998 and 1997

Budgeted Funds:

Budgetary basis - net increase
(decrease) in fund balances

for the fiscal year

Various other financing sources

Prior year expenditures and other

financing uses
Encumbrances

GAAP basis - net increase
(decrease) in fund balances
for the fiscal year
Non-Budgeted Funds:
GAAP basis - net increase
(decrease) in fund balances
for the fiscal year

Total All Funds:
GAAP basis - net increase
(decrease) in fund balances
for the fiscal year

E. Fixed Assets

(In Thousands)

(1,389.4)
2.619.0

1,774.3

$1.774.3

$(3,851.7)

(1,375.9)
1.663.5

(3,564.1)

$(3,564.1)

Fixed assets acquired with fund resources are recorded as expenditures of the
fund at the time of acquisition. Assets greater than $20,000 are also recorded

in the State's General Fixed Asset Account Group.

F. Fund Balances

The fund balances of the Casino Control Fund consist of the following:

1) Reserved for Encumbrances - Used to segregate a portion of fund

balance to provide for expenditure upon vendor performance of purchase

agreements.
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2) Reserved - Other - Used to segregate a portion of the fund balance to
provide for anticipated expenditures in future fiscal years.

3) Unreserved - Designated for Continuing
Appropriations - Used to represent that portion of fund balance which

has been appropriated by the Legislature.

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

G. Other

Other significant accounting policies are described in Notes 2 to 10.

Cash

Represents a $500 petty cash fund maintained by each agency and a $50,000
confidential fund maintained by the Division of Gaming Enforcement.

Accounts Receivable

Represents amounts due from casinos and related industries. Net receivables are
substantially collected within three months.

Allowance for doubtful accounts represents one hundred percent of non-current
receivables.

Due From General Fund

Cash transactions of the Casino Control Fund are made by and through the
General Fund cash accounts. The balance of cash for this fund held in the
General Fund, after receipt and disbursement transactions, is accounted for and
reflected in the Due From account on the Balance Sheet.

Deferred Revenue

Deferred Revenue represents fiscal year 1999 and fiscal year 1998 slot machine
license billings collected and recorded in June 1998 and 1997, respectively.
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Fund Balance

The positive fund balance as of June 30, 1998 and June 30, 1997 resulted from
revenues exceeding expenditures. Pursuant to N.J.A.C. 19:41-9.1(e) the balance
at June 30, 1998 will be credited to casino licensees during fiscal year 1999 in
proportion to the relative amount of total fees incurred or paid by each casino
licensee with respect to the fiscal year ended June 30, 1998. The balance at June
30, 1997 was credited in the same manner to casino licensees during fiscal year
1998.

Employee Benefit Costs

Fringe benefit costs which include pension, health benefits, payroll taxes, and
amounts for unused sick leave are originally paid by the General Fund and are
charged to the Casino Control Fund using a composite fringe benefit rate.

Cash payments for accumulated sick leave balances are made to retiring
employees upon regular retirement. The payment is based on fifty percent of the
employee's sick leave accumulation, at the pay rate in effect at the time of
retirement up to a maximum of $15,000. Employees separating from state service
prior to retirement are not entitled to payments for accumulated sick leave
balances. The liability for accumulated employee sick leave balances as of June
30, 1998 of approximately $3.8 million is reflected in the State's Long-Term Debt
Account Group and is not accrued in these financial statements.

Employees annually earn 12 to 25 vacation days based on years of service and
are permitted to carry over those days earned within a one year period. The
liability for accumulated vacation pay as of June 30, 1998 of approximately $1.1
million is reflected in the State's General Long-Term Debt Account Group and is
not accrued in these financial statements.

Interest

The General Fund charges interest to the Casino Control Fund when
disbursements exceed receipts collected and credits interest to the Casino Control
Fund when receipts collected exceed disbursements made. The interest rate
used during fiscal year 1998 and fiscal year 1997 was equal to the effective rate
of return on investments in the General Fund and varied from 5.45% to 5.69% in
fiscal year 1998 and from 5.29% to 5.55% in fiscal year 1997. The net effect of
these transactions is reflected in the Investment Earnings account on the
Statement of Revenues, Expenditures, and Changes in Fund Balance.
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Restatement

The Designated for Continuing Appropriation balance as of June 30, 1997 has
been restated to reflect a reappropriation increase of $5,527 for the Division.

Contingent Liability

The Casino Control Fund is involved in a number of legal actions wherein there
is potential for unanticipated expenditure. The exact amount involved in these
legal proceedings is not fully determinable. N.J.A.C. 19:41-9.1 allows the Casino
Control Fund to apportion any uncollected cost among the licensed casino
facilities.

Year 2000

The Casino Control Commission has implemented a plan to address the Year
2000 data processing problem to ensure the continuation of Commission
operations into the Year 2000 and beyond. In order to provide a systematic
approach toward Year 2000 compliance, a master plan has been developed that
outlines objectives, responsibilities, assignments of staff, core business systems
and target completion dates. Under this plan, two separate review cycles will be
used to survey systems and products. The review cycles will involve surveys,
certification, remediation and testing. Special attention will be applied toward the
Year 2000 certification of Information Technology products. Year 2000
compliance form letters will be sent to all vendors who supply IT products to the
Commission.

Formal planning commenced in 1997 with a survey of Year 2000 problems for key
Information Processing systems. Corrective measures for the Commission’s
Employee License systems and Enterprise License systems were started during
June 1998. These corrective measures plus activities regarding the Petition
Tracking System, Salary History System, and EDI systems are targeted for
completion by April 1999.

Although the Casino Control Commission is taking steps to minimize Year 2000
problems, it is impossible to guarantee absolute compliance. To help mitigate the
impact of any unanticipated problems, the Commission is developing Year 2000
contingency plans for all major business processes. These contingency plans are
targeted for completion by March 15, 1999.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
THE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

RICHARD L.FAIR
Sate Auditor
(609) 292-3700

FAX (609) 633-0834

We have audited the financial statements of the State of New Jersey Casino Control

Fund as of and for the year ended June 30, 1998, and have issued our report thereon dated
March 16, 1999 which was qualified because insufficient audit evidence exists to support the
Casino Control Fund’s disclosures with respect to the year 2000 issue. Except as discussed
in the preceding sentence, we conducted our audit in accordance with generally accepted
auditing standards and the standards applicable to financial audits contained in Government

Auditing Standards, issued by the Comptroller General of the United States.
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Compliance

As part of obtaining reasonable assurance about whether the Casino Control Fund’s
financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations and contracts, 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 that are required to be reported under Government Auditing
Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Casino Control Fund’s internal
control over financial reporting in order to determine our auditing procedures for the purpose
of expressing our opinion on the financial statements and not to provide assurance on the
internal control over financial reporting. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level, the risk that misstatements in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matter
involving the internal control over financial reporting and its operation that we consider a
material weakness.

This report is intended for the information of management. However, this report is a
matter of public record, and its distribution is not limited.

Thomas R. Meseroll
Technical Director
March 16, 1999
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