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INDEPENDENT AUDITOR'S REPORT

Commission Members
Cape May County Bridge Commission
Cape May Court House, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Cape May
County Bridge Commission (a component unit of the County of Cape May) in the County of Cape May,
State of New Jersey, as of and for the ithree month period ended December 31, 2013, and the related
notes to the financial statements, which collectively comprise the Commission’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this inciudes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of the financial statements that are free from material misstatement, whether due to fraud or

elror.
“Auditor's Responsibility

Our responsibility is to express an opinion on these financial siatements 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 Uniied States. Those siandards require thai we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from

rnaterial misstatement.

An audit involves performing procedures fo obtain audit evidence about the amounts and disciosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error.  In making those risk assessments, the auditor considers infernal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall preseniation of the financial

statements.

We believe the audif evidence we have obtained is sufficient and appropriate 1o provide a basis for our
audit opinions.



Opinions

n our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activiies of the Cape May County Bridge Commission (a
component unit of the Counily of Cape May) in the County of Cape May, State of New Jersey, as of
December 31, 2013, and the changes in financial position and, cash flows thereof for the three month
pericd then ended in accordance with accounting principles generally accepted in the Uniied States of
America. :

Emphasis of Matter

As discussed in Note 2 to the financial statements, the Commission has changed from a fiscal year basis
of reporting to a calendar year basis effective January 1, 2014. This three month report is needed to
transition between the fiscal year basis and the calendar year basis of reporting.

Other Matters

Required Supp.’eménta'ry Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis identified in the table of contents be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inguiries, the basic financial staiements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance cn the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

- Other Supplementary information

Our audit was conducted for the purpose of forming opinions on the financial statements that coliectively
comprise the Cape May County Bridge Commission’s basic financial statements. The Other
Supplementary Information, as listed in the table of contents, is presented for purposes of additional
analysis and is not a required pari of the basic financial statements,

The Other Supplementary Information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
Other Supplementary Information is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with government auditing Standards, we have also issued our report dated April 10, 2014
on our consideration of the Cape May County Bridge Commission’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 festing of
internal control aver financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the Commission’s
internal control over financial reperting and compliance.

Fond, deott & dasociates, LLC.

FORD, SCOTT & ASSOCIATES, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

Glen §. Ortman |

Glen J. Ortman

Certified Public Accountant
Registered Municipal Accountant
No. 427

April 10, 2014




MANAGEMENT DISCUSSION AND ANALYSIS

This Management Discussion and Analysis ("MD&A”) of the Cape May County Bridge Commission
(“Commission”) provides an infroduction to the major activities affecting the operations of the
Commission’s toll bridges. The MD&A also provides an introduction and overview to the financial
performance and statements of the Commission for the three month period ended Decembear 31, 2013
and the fiscal years ended September 30, 2013 and 2012. The information contained in the MD&A
should be considered in conjunction with the Commission’s financial statements beginning on page 12.

The Commission has passed a resolution on May 16 2013, to change from a fiscal year to a calendar
vear reporting basis, effective January 1, 2014 in order to coincide with the County of Cape May's
reporting year. The Commission’s financial statements, for the three month period ended December 31,
2013 are necessary to effectively bridge the gap from September 30, 2013 to the new calendar year
reporting basis.

The Commission’s basic financial statements comprise two components: 1) proprietary fund basic
financial statements, and 2) notes to those basic financial statements, which are essential to a full
understanding of the data contained in the basic financial statements. The supplementary information
following the basic financial statements and notes thereto contains detailed and separate information
pertaining fo the commission’s operations.

Regarding supplementary information, of particular note the Commission reports a Schedule of Operating
Revenues and Costs Funded by Operafing Revenues Compared fo Budget (Schedule 3). That schedule
compares the “actual” revenue and expenses to “budget” revenue and expenses, including operating
revenues and expenses, and non-operating revenues and expenses. Principal and Interest are reported
in these schedules as expenses, and depreciation is not reported as an expense. This is a departure
from the Commission’s basic financial statements, prepared in accordance with accounting principles
generally accepted in the United States of America ("GAAP"), where only the Interest Expense
component of debt service is reporfed as an expense, and where depreciation is also reported as an

expense.

The “Budget versus Actual” statement for the Commission’s program is a very important toot for staff, as it
measures the Commission’s financial and operational performance, particularly as it compares to the
Annual Budget as adopted by the Commission's Board and approved by the State of New Jersey,
Departrment of Community Affairs.

For the purpose of the Management Discussion and Analysis, the ensuing discussion will review the
official statements of the Cape May County Bridge Commission, those prepared in accordance with-
accounting principles generally accepted in the United States of America (*GAAP”™) applicable to
enterprise or proprietary funds of state and local governments. These are the Commission’s basic
financial statements discussed abaove. :

Bridges

The Commission operates five toll bridges. The Middle Thorofare Bridge is loated between Cape May
and Wildwood Crest in Cold Spring. The Grassy Sound Bridge is tocated between North Wildwood and
Stone Harbor. The Townsends Inlet Bridge is located between Avalon and Sea Isle City. The Corson's
Inlet Bridge is located in Strathmere at the south end of Ocean City. And the Ocean City Longport Bridge
is located at the north end of Ocean City.



Toll Revenue/Structure

Tolls af the five bridges are collected in only one direction with the opposite side being toll free.

The following chart depicts the classes of tclls for one-way toll bridges.

Class 1. Passanger cars, pick up trucks, school buses, motorcycles $ 1.50
Class 1. using discount tickets  $60.00/50 Tickets 1 ticket/crossing

Class 1. wwith one axle trailer o cash or three discount tickets 2.25
Class 1. with two axle trailer cash or four discount tickets 3.00
Class 1. with three or more axle trailer cash or five discount tickets 3.75
Class 2. Two axle six tire frucks and buses 3.75
Class 2. with one axle trailer 6.00
Class 2. with two axle trailer 8.25
Class 2. with three or more axie trailer 10.50
Class 3. Three axie trucks 6.00
Class 3. with one axie trailer 8.25
Class 3. with two axle frailer 10.50
Class 3. with three or more axle trailer 12.75
Class 4. Trucks with four or more axles 10.50
Class 4. with all trailers 18.50

Each year, the Grassy Sound Bridge will be closed for toll collection from about October 15 and will
reopen to collect tolls around May 15, Closing Grassy Sound Bridge to tell collection has reduced
operating expenses. It has alsc been a cost savings to close bridges for toll collection from midnight to
6:00 A.M. on several bridges. In addition, The Corsons Inlet Bridge is closed from about November 1 and
will reopen to collect tolls on or around March 15 in and additional cost saving measure.

One-way tolls have led to a reduction in operating costs and reduced the number of employees required.
The second bridge to use a “one-way” toll is Middle Thorofare, beginning on May 15, 2003, which again
reduced the need for extra employees and reduced expenses. |t has also become easier and more
convenient for the motoring public to pass through a tollbooth plaza without stopping to pay the toll when
traveling in the opposite direction.



The following chari compares toll revenue for the three month period ended December 31, 2013 and for
the Fiscal Year ended September 31, 2013 by Bridge:

Three Month
Period Ended Year Ended
Dec. 31, Sept. 30,
Bridge 2013 2013

Middle Therofare 3 124,250 $ 839,562
Grassy Sound 17,015 257,794
Townsends Inlet 51,875 ' 433333
Corsons Inlet 40,485 414,051
Ocean City Longport 142,274 864,220
Office Ticket Sales 1,241 13,062

Total Toll Revenue $ 377,140 $ 2,822,022

There has been a decrease in toll revenue which can be aftributed to fraffic flow on the Ocean City
Longport Bridge continuing to decrease over the fiscal year due to various factors including differences in
tourist traffic during the summer season, how many inclement weather days occur including storms,
hurricanes, snow and ice days, closures for repairs, marine and vehicle accidents and temporarily closing
roadways for reasons beyond the Commission’s contrel.  There has been a sharp decreass in traffic and
toll revenue at Ocean City Longport. Ocean City’s Route 52 causeway is being constructed with four new
lanes. The new bridge is now open and the Commission is realizing a loss of traffic on the Ocean City
Longport span. Passenger vehicles and many commercial vehicles are returning to the Route 52 Bridge.
Office sales declined slightly year over yaar.

Due to "Hurricane Sandy” in October, 2012, the Townsends Inlet Bridge was closed to traffic. The
closure was caused by the humicane damage to the roadway leading to the bridge, whlch is the oniy
access to the bridge on the south side.




Traffic for the Commission’s bridges for the three month period ended December 31, 2013 and the fiscal
years ended September 30, 2013 and 2012 is shown below.

Three Month

Period Ended Fiscal Year Ended
: Dec. 30, Sept. 30, Sept. 30,

Bridge 2013 2013 2012
Middle Thorofare 81,374 584,729 587,106
Grassy Sound 10,340 176,384 168,684
Townsends Inlet 34,712 300,004 352,361
" Corsons Inlet 24,954 278,669 228,211

Ocean City Longport 94,683 590,084 701,195
Total Traffic 246,083 4 ,930,'870 2,077,557

Traffic is counted in only one direction, that is to say, the traffic is counted only in the direction of toll
collection.

Required Financial Statements

The Basic Financial Statements of the Commission report information abeut the Commission using
accounting methods similar to those used by private sector companies, consistent with New Jersey
statutes, Specifically, the financial statements are prepared on an accrual basis in accordance with
generally accepted accounting principles promulgated by GASB. Accordingly, the Commission
recognizes revenues when earned, not received. Expenses are recognized when incurred, not when they

are paid. :

The Comparative Statement of Nef position, the first required statement, and Sfafement of Revenues,
Expenses and Changes in Net Position, the second required statement, report information about the
Commission’s financial condition. The Commission’s Net Position, i.e., the difference between assets
and liabilittes, are a measure of financial heaith or financial position. Over time, increases or decreases in
the Commission’s Net Position is one indicator of whether its financial health is improving or deteriorating.
Net Position increases both when revenues exceed expenses and when the Commission's assets
increase without a corresponding increase to the Commission’s liabilities. It is important to point out
depreciation expense’s negative impact on Net Position. Depreciation decreases the Comemission's Net
Position even though it is a non-cash expense.

The third and final required financial statement, the Statement of Cash Flows, provides information about
the Commission’s cash receipts, cash payments, and net changes in cash resulting from operations,
investing, and capital and non-capital financing activities. It also provides information regarding sources
of cash, uses of cash, and the changes in the cash balance during the reporting period.




Financial Analysis

Table 1

Condensed Statement of Net Position

Three Month

Period Ended Year Ended
Dec. 31, Sept. 30, Sept. 30,
2013 2013 2012
{As Restated)

Current Assefs : $ 1,007,137 g 1,502430 $ 1,721,285
Restricted Assets 1,259,873 1,188,789 1,034,814
Capital Assets, Net 50,141,081 50,540,756 52,134,548
Deferred Outflow of Resources 1,560,476 1,583,188 1,674,037
Total Assets $ 53,968,567 3 54815163 $ 56,564,682
Current Nonrestricted Liabilities $ 333,006 $ 299,354 3% 240,961
Current Restricted Liabilities 642 237 762,613 753,895
l.ong Term Liabilities 15,442 472 15,454,511 15,972,320
Total Liabilities 18,417,715 16,518,478 16,967 176
Net Position:

Investment in Capital Assets 36,247 899 36,663,453 37,686,672
Restricted 153,716 166,755 201,831
Unrestricted 1,149 237 1,468,477 1,709,003
Total Net Position 37,550,852 38,298,685 39,597 506
Total Liabilities and Net Position $ 53,968,567 $ 54815163 .

Analysis of Net Position

The Commission’s total Net Position exceaded ifs total assets less liabilities at the end of December 31,
2013, by approximately to $37.5 million. Of this amount, approximately $1.1 million was unrestricted (net
of $36.2 million investment in capital assets) and available to be used to meet the Commission’s ongoing
obligations to its cusiomers and creditors including debt service to the 2012 and 2009 Bond lssues.
Restricted Net Position of $154 thousand represents bond proceeds set aside for various structural

repairs and rehabilitation of Commission bridges.

$ 56,564,682




Table 2

Condensed Statement of Revenues, Expenses, and Changes in Net Position

Three Month

Period Ended Year Ended
Dec. 31, Sept. 30, Sept. 30,
2013 2013 2012
{As Restated)
Operating Revenues:
Toll Revenue S 377,139 2822023 $ 3,026,482
Other 643 52,934 22272
Total Operating Revenues 377,782 2,874 957 3,048,754
Operating Expenses:
Operating Appropriations 677,893 3,043,408 2,789,762
Bond Proceeds Expended and not Capitalized 13,039 24,968 72,939
Depreciation 389,675 1,803,082 1,622,945
Other post employment benefits 19,360 72,984 77,736
Total Operating Expenses 1,109,967 4,744 440 4,563,382
Operating Income {Loss) (732,185) {1,869,483) (1,514,628) .
Nonoperating Revenue {Expense):
County reimbursement for Debt Service 119,302 1,118,573 883,486
Interest Income 230 808 1,933
Interest Expense (119,302) (489,573) (534,405)
Amortization of Bond Discount (2,939)
Bond Issue Costs (164,162)
Amortization of Bond Premium 6,833 31,421 23,424
Deferred amount on refunding (22,712) (20,848) (24,096)
Disposal of Capital Assets (817} {2,098)
Total Nonoperating Revenue(Expense) (15,649) 570,663 181,143
Other Financing Sources (Uses):
2012 Bond Proceeds 13,460,000
Premium Received on Sale of Bonds 157,310
Deposited with Refunding Agent (13,441,189)
Proceeds Used for Bond Issue Costs (176,121)
Total Other Financing Sources (Uses) - ~ -
Change in Net Position {747,834) (1,298,820) {1,333,485)
Net Position, Beginning of year as Restated 38,298 686 39,557,506 40,930,991
Total Net Position, End of Year $ 37,550,852 $ 38208686 § 39597506

Analysis of Changes in Net Position

The Commission ended the three month period ending December 31 2013 with 2 ioss from operations of
$732,185. The total Operating loss of $732,185 includes $399 thousand in depreciation of assets. Total

Net Position shows $37.5 million.



Commission-Wide Expenses

Operating Appropriations {part of Tota! Operating Expenses) were $677,893. A selected detailed
analysis of operating expenses follows:

« Personnel salaries and expenses (including medical insurance) were $576,327 for the three
month pericd ended December 31, 2013.

¢ QOperations and maintenance expenses were $101,539 for the three month period ended
December 31, 2013. The largest area impacting operations and maintenance expenses $72,147
for insurance.

s Depreciation expense was $399.7 thousand for the three month period ended December 31
2013.

Non-operating revenues and expenses are highlighted for the three month period ended December 31,
2013, as follows:

o [nterest expense was $119,302 for the period.

s The county reimbursement for debt service was $119,302 for the period. The County
reimbursement is directly related to the amount of debt service paymenis made in the period.

Table 3
Condensed Statement of Cash Flows
Three Month
Period Ended Years Ended
Dec, 31, Sept. 31, Sept. 31,
2013 2013 2012
Cash Flows Provided by (Used in):
Operating Activities $ (427405) 3% (123,315 § 162,752
Capital and Related Financing Activities 568,178 (450,868) (1,899,557)
Investing Acfivities {112,464) 555,679 1,970,858
Net Increase (Decrease) in Cash
and Cash Equivalents 28,309 (18,504) 134,054

Cash and Cash Equivalents, Beginning of Period 426,596 445 100 311,048
Cash and Cash Equivalents, End of Year 3 454905 % 426596 § 445,100

Analysis of Cash Flows

The Commission made all of its debt service payments on time and in the required amounts. The County
of Cape May reimburses the Bridge Commission for payment of debt service,

Of the $454,805 in cash and cash equivalents at September 30, 2013, $441,835 was available for
operations and current obligations.

10



Contacting the Commission’s Financial Management

This financial report is designed fo provide the Cape May County Bridge Commission’s board members,
customers, investors and creditors with a general overview of the Commissioni’s finances and to show the
Commission’s accountability for the money it receives. If you have questions about this report or need
additional financial information, contact either the Commission’s Executive Director or Internal Auditor at
the Cape May County Bridge Commission, 153 Crest Haven Road, Cape May Court House NJ 08210,

telephone 609-465-73806.

11
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CAPE MAY COUNTY BRIDGE COMMISSION
STATEMENTS OF NET POSITION
PROPRIETARY FUNDS
DECEMBER 31, 2013

ASSETS

CURRENT ASSETS:
Cash and Cash Equivalents
Investments
Accounts Receivable
Due from County of Cape May
Prepaid Insurance

TOTAL CURRENT ASSETS

NONCURRENT ASSETS:
Restricted Assets
Construction Account:
Cash and Cash Equivalents
Investments
Bond Service Account:
Investmenis

TOTAL RESTRICTED ASSETS

CAPITAL ASSETS:
Construction in Progress
Capiial Assets Being Depriciated
Less Acumulated Depreciaticn

NET PROPERTY, PLANT AND EQUIPMENT

DEFERRED OUTFLOW OF RESOURCES:
Deferred Amount on Refunding

TOTAL OTHER ASSETS

TOTAL ASSETS

The accompanying Notes to Financial Staterments
are an integral part of this statement
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Exhibit A
Sheet 1

441,835.22
401,311.18
523.06
39,767.18
123,700.70

1,007,137.34

13,070.35
419,686.44

827,116.47

1,256,873.28

4.229,653.17
69,429,452.18
{23,518,024.10)

50,141,081.25

1,560,475.58

1,560,475.58

53,968,667 .43




CAPE MAY COUNTY BRIDGE COMMISSION
STATEMENTS OF NET POSITION
PROPRIETARY FUNDS
DECEMBER 31, 2013
(CONTINUED)

LIABILITIES

CURRENT LIABILITIES PAYABLE FROM
UNRESTRICTED ASSETS:
Accounts Payable - Operations

TOTAL CURRENT LIABILITIES PAYABLE
FROM UNRESTRICTED ASSETS

CURRENT LIABILITIES PAYABLE FROM
RESTRICTED ASSETS:
Accounts Payable
Accrued Interesi Payable
Current Maturities of Long-Term Debt
{Net of current portion of Unamortized Bond
Premium of $26,335.11)

- TOTAL LIABILITIES PAYABLE
FROM RESTRICTED ASSETS

LONG-TERM OBLIGATIONS:
Accrued compensated Absences
Net OPEB Obligations
Long Term Portion of Bonds Payable
(Net of Unamortized Bond Premium of $142,322.93)

TOTAL LIABILITIES

NET POSITION

Net Investment in Capital Assets

Restricted for:
Capital Projects

Unrestricted
TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

The accompanying Notes to Financial Statements
are an integral part of this staterment
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333,006.02

333,006.02

1,136.00
39,767.19

601,335.11

642,237.30

234,820.66
355,329.00

14,852,322.93

16,417,715.91

36,247,.898.79

153,716.08

1,149,236.65

37,550,851.52

53,968,567.43




CAPE MAY COUNTY BRIDGE COMMISSION
STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS
FOR THE THREE MONTH PERIOD ENDED DECEMBER 31, 2013

Exhibit B

OPERATING REVENUES:
Toll revenues $
Other income

377,139.51
842.79

TOTAL OPERATING REVENUES

377,782.30

OPERATING EXPENSES:
Operating appropriations
Bond proceeds expended and not capitalized
Other post-employment benefits
Depreciation

677,852.98
13,039.42
19,350.00

399,674.59

TOTAL OPERATING EXPENSES

1,109,966.99

LOSS FROM CPERATIONS

(732,184.69)

NONOPERATING REVENUES (EXPENSES):
Interest income
Interest expense
County reimbursement for debt service
Deferred amount on refunding
Amortization of bond premium

230.21

(119,301.56)
119,301.56

(22,712.37)
6,832.32

TOTAL NONOPERATING REVENUES (EXPENSES)

(15,649.84)

Change in net position

(747,834.53)

38,208,686.05

NET POSITION - BEGINNING

NET POSITION - ENDING 3

37,550,851.52

The accompanying Notes o Financial Statements
are an integral part of this statement
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CAPE MAY COUNTY BRIDGE COMMISSION
STATEMENTS OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE THREE MONTH PERIOD ENDED DECEMBER 31, 2013

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from bridge toils
Other operating cash receipts
Payments to employees
Payments to suppiiers and vendors

Net Cash Provided by (Used in) Operating Activities

County Reimbursement for Debt Service
Interest paid on capital debt

Net Cash Used for Capital and Related Financing Activities

. CASH FLOWS FROM INVESTING ACTIVITIES:
Interest income
Invesiments matured (purchased)

MNet Cash Provided by Investing Activities

Net increase (decrease} in cash and
cash equivalents

CASH AND CASH EQUIVALENTS, OCTOBER 1

CASH AND CASH EQUIVALENTS, DECEMEBER 31

- RECONCILITATION OF OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:

Operating (Loss)
Adjust;ﬁents to reconcile operating income to
net cash provided by operating activities:
Depreciation

Changes in assets and liabilities:
Receivabies, net
Prepaid expenses
Accounts and other payables

The accompanying Notes to Financia! Statements
are an integral part of this statement
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378,672.87
642,79
{345,857.69}
{(460,762.87)

(427,404.90)

806,781.00
(238,603.13)

568,177.87

230.21
(112,694.07)

{112,463.86)

28,300.11

426,596.46

454,905.57

($732,184.69)

399,674.55

(332,510.10}

1,433.36
(123,700.70)
27,372.54

(427,404.90)
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CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013

1. GENERAL
The Cape May County Bridge Commission, hereafter referred to as the “Commission,” was creatad
by resolution of the Cape May County Freeholders and adopted in 1938. The Commission is a
component unit of the County of Cape May. The Commission operates five toll bridges. The
Commission collects tolls from users ¢f the bridges.

As a public body, under existing statute, the Commission is exempt from both federal and state
taxes.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of the more significant accounting policies:

A. Basis of Financial Statements Presentation

The financial statements of the Commission have been prepared on a full accrual basis in
conformity with accounting principles generally accepted in the United States of America
(GAAP) applicable to enterprise funds of state and local governments. The GASB is the
"accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The Commission has passed a resolution on May 16, 2013, to change the
from a fiscal year to a calendar year reporting basis, effective January 1, 2014 in order to
coincide with the County of Cape May's reporting year. These financial staiements, for the
three month period ended December 31, 2013 are necessary to effectively bridge the gap from
September 30, 2013 to the new calendar year reporting basis.

B. Reporting Eniity

The Commission’s financial statements include the accounts of all operations of the
Commission. The Commission, as a component unit of the County of Cape May, State of New
Jersey, is financially accountable to the County. As set forth in Government Accounting
Standards Board (GASB) 14, amended by (GASB 61, financial accountability is defined as
appointment of a voting majority of the organizations governing body and either the ability fo
impose wili by the primary government or the possibility that the component unit will provide a
financial benefit to or impose a financial burden on the primary governmeni. The Commission,
as a component unit, issues separate financial statements from the Ccunty of Cape May.
However, if the County presented its financial statements in accerdance with accounting
principles generally accepted in the United States of America, these financiat statemenis would
be includable with the County's on a blended basis.

The Commission has adopted GASB No. 1 through B6 and related interpretations issued
through December 31, 2013. GASB Statement 34 and subsequent Statements and
interpretations require certain terminology, format and content, as well as inclusion of
management’s discussion and analysis supplementary information.

All activities of the Commission are accounted for within a single proprietary (enterprise) fund.
Proprietary funds are used to account for operations that are (a) financed and operated in a
manner similar to private business enterprises where the intent of the governing body is that
the cost (expenses, including depreciation) of providing goods or services to the general public
on a continuing basis be financed or recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of revenues eamed, expenses
incurred, and/or net income is appropriate for capital maintenance, public policy, management
conirol, accountability, or other purposes.
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CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Reporting Entity gContinued[

The accounting and financial reporting treatment applied to the Commission is determined by
its measurement focus. The transactions of the Commission are accounted for on a flow of
economic resources measurement focus. With this measurement focus, all assets and all
liabilities associated with the operations are included on the balance sheef. Net Position (i.e.
total assets net of total liabilities) are segregated into “invested in capital assets”; and
“restricted” and “unrestricted” components.

C. Recent Accounting Proncuncements Not Yet Effeciive

In June 2012; the Governmental Accounting Standards Board (GASB) issued Statement No.
67 “Financial Reporting for Pension Plans — an amendment of GASB Statement No. 257. This
statemment, which is effective for fiscal periods beginning after June 15, 2013, will not have any
effect on the entity’s financial reporting.

in June 2012, the Governmental Accounting Standards Board (GASB) issued Statement No.
68 “Accounting and Financial Reporting for Pensions — an amendment of GASB Statement No.
27" This statement, which is effective for fiscal periods beginning after June 15, 2014, will not
have any effect on the entity’s financial reporting. However, the provisions of this statement will
require significant modifications to the disclosure requirements related to the entity’s
proportionate share of the cost-sharing defined benefit plans reported at the State of New
Jersey level.

In January 2013, the Governmental Accounting Standards Board (GASB) issued Statement
No. 69 “Government Combinations and Disposals of Government Operations”. This statement,
which is effective for fiscal periods beginning after December 15, 2013, will not have any effect
on the entity’s financial reporting.

In April 2013, the Governmenial Accounting Standards Board (GASB) issued Statement No. 70
“Accounting and Financial Reporting for Nonexchange Financial Guarantees”. This statement,
which is effective for fiscal years beginning after June 15, 2013, will noi have any impact on the
entity’s financial statements.

in Novernber 2013, Governmental Accounting Standards Board (GASB) issued Statement No.
71 “Pension Transition for Contributions Made Subsequent fo the Measurement Date-an
amendment of GASB Statement No. 68". The provisicns of this statement are required to be
applied simultaneously with the provisions of Statement 68 which is effective for periods
beginning after June 15, 2014, The impact of this statement on the net position of the entity is
not presently determinable.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

CAPE MAY COUNTY BRIDGE COMMISSION

NOTES TO BASIC FINANCIAL STATEMENTS

THREE MONTH PERIOD ENDED DECEMBER 31, 2013

{CONTINUED)

D. Capital Asseis

Property, plant and equipment are stated at historical cost or estimated historical cost if actual
historical cost is not available.

Depreciation is deiermined on a straight-line basis for al plant and equipment. Depreciation is
provided over the following estimated useful lives:

Bridges 45 Years
Buildings and

improvements 45 Years
Machinery and

equipment 6 to 20 Years

The cost and accumulated depreciation of all property, plant and equipment retired or
otherwise disposed of are removed from the accounts and any resulting gain or loss is included

in incormne.

E. Budaget/Budgetary Control

An annual budget is prepared each year for the operatiéns of the Cape May County Bridge
The budget is prepared using the accrual basis of accounting. Unexpended

appropriations for annually budgeted funds iapse at year-end.

Commission.

F. Restricted Accounts

In accordance with the provisions of the General Bond Resolution dated Decamber 11, 1990,
as amended, the Commission has established the following cash and investment accounts for
the deposit of all revenues received by the Commission in the priority of the order listed on the
following page:

Account Amount Use for Which Restricted
Revenue Alt Revenue received by the Commission Transfers to various accounts
described below
Operating Operating expenses for a six-month Authorized operating expenses

Bond Service

Construction Fund

Cost of [ssuance
Account

Capitalized Interest
Account

General

period.

Amount needed to pay matured
principal and interest

Amount needed o pay the cost of the
project

Bond Proceeds and Interest on Investments

Amount needed to pay portion of
capitalized interest amount and interest
earned on investments

Ahy excess remaining after all other
~ funds have been satisfied
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Principal and interest on all
bonds

Cost of the project

Costs and expenses incurred
in connetion with the issuence
of the bonds

Capitalized interest for
36 months

Can be used for any fawful
purpose



CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 21, 2013
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. Revenues

Revenues are recognized in the accounting period in which they are eamed and become
measurable.

H. Ex‘genses

Expenses are recognized on the accrual basis and are recognized in the period incurred, if
measurable.

I. Cash, Cash Equivalents and Investments

The Commission’s investments practices are governed by New Jersey State Statute 40A:5-15.
Statutes authorize the Commission to invest in certificates of deposit, repurchase agresments,
passbooks, bankers’ acceptances, and other available bank investments provided that
approved securities are pledged to secure those funds on deposit in an amount equal to the
amount of those funds and a maturity date not greater than 12 months from the date of
purchase. In addition, the Commission can invest in direct debi securities of the United States
or obligations guaranteed by the United States, bonds and other obligations of the local
municipality or bonds or obligations of school districts of which the Comrmission is a part or
within which the Commission is located unless such investments are expressly prohibited by
law.

3. LONG-TERM DEET
- General Bond Resolution
The Cape May County Bridge Commission adopted a resolution authorizing the issuance of
revenue bonds on December 11, 1990, and resclutions supplementing the general bond resclution

were adopted by the Commission on February 10, 1998, April 14, 1998 and April 12, 2007.

County Guaranteed Revenue Refunding Bonds. Saries 2009

$3,780,000 County Guaranteed Revenue Refunding Bonds, dated March 19, 2009, due in annual
installments through June 1, 2017 bearing interest at varying rates befween 3.0% and 4.0%,
payable on the first day of June and December. The balance remaining as of December 31, 2013
is $2,000,000. '

On March 19, 2009, the Commission issued $3,780.000 principal amount of County Guaranteed
Revenue Refunding Bonds, Series 2009 pursuant to the General Bond Resolution, as amended.
The 2009 Revenue Refunding Bonds were issued for the purpose of providing funds to: (a)
Currently refund all of the Commission’s outstanding County Guaranteed Revenue Bonds, Series
1988, dated April 1, 1998, originally issued in the principal amount of $7,040.600 maturing on June
1 in each of the years 2010 through and incfuding 2017 on June 1, 2009 (the “Redemption Date")
and (b) pay certain costs and expenses incidental to the issuance and delivery of the Series 2009
Bonds.
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CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013
(CONTINUED)

3. LONG-TERM DEBT {CONTINUED)

County Guaranteed Revenue Refunding Bonds, Series 2009 {Continued)

The unamortized bond premium at December 31, 2013 is $31,064.44. The unamortized deferred
amount on refunding at December 31, 2013 is $38,506.02. The deferred amount on refunding is
amortized over 8.25 years, the life of the bonds, and the amount amortized for the Three Month
period ended December 31, 2013 was § $2,686.47. The bond premium is amortized using the
effective interest method, over the life of the bonds and the amount amortized for the Three Month
pericd ended December 31, 2013 was 3,465.06.

County Guaranteed Revenue Refunding Bonds, Series 2012

$13,460,000 County Guaranteed Revenue Refunding Bonds, dated August 8, 2012, due in annual .
installments through June 1, 2032 bearing interest at varying rates between 1.5% and 4.0%,

payable on the first day of June and December. The balance remaining as of December 31, 2013

is $13,285,000.

On August 8, 2012, the Commission issued $13,460,000 principal amount of County Guaranteed
Revenue Refunding Bonds, Series 2012 pursuant to the General Bond Resolution, as amended.
The 2012 Revenue Refunding Bonds were issued for the purpose of providing funds to: (a)
Advance refund all of the Commission’s outstanding County Guaranteed Revenue Bonds, Series
2005, dated December 1, 2005, originally issued in the principal amount of $11,865 000 maturing
on June 1 in each of the years 2010 through and including 2032 on June 1, 2015 (the ‘Redemption
Date™) and (b) pay certain costs and expenses incidental to the issuance and delivery of the Series
2012 Bonds.

The unamortized bond premium at December 31, 2013 is $137,593.60. The unamortized deferred
amount on refunding at December 31, 2013 is $1,539,985.31. The deferred amount on refunding
is amortized over 20 years, the fife of the bonds, and the amount amortized for the Three Month
period ended December 31, 2013 was $ $2,010.15. The bond premium is amortized using the
effective interest method, over the life of the bonds and ihe amount amortized for the Three Month
pericd ended December 31, 2013 was 3,367.26,

SCHEDULE OF ANNUAL DEBT SERVICE FOR PRINCIPAL AND INTEREST FOR SERIAL
BONDS ISSUED AND QUTSTANDING

Year Principal Interest Total
2014 $ 575,000.00 3 47720626 S 1,052,206.26
2015 595,000.00 455,256.26 1,0650,256.26
2016 620,000.00 432,506.26 1,052,506.26
2017 640,000.00 408,806.26 ‘ 1,048,806.26
2018 685,000.00 192,1563.13 877,153.13
2018-2022 3,825,000.00 1,591,5650.05 5,416,550.05
2023-2027 4,365,000.00 1,062,471.88 5417,471.88
2028-2032 3,980,000.00 376,125.00 4,356,125.00
Total $ 15,285,000.00 § 4,986,075.10 5 20,271,075.10
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CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013
(CONTINUED)

3. LONG-TERM DEBT (CONTINUED)

The following schedule represents the changes in the Long-term Debt;
Amounts Due

QOutstanding Issues or Payments or Outstanding Within
9/30/2013 Additions Adjustments 12/31/2013 One Year
Bonds Payable $ 1528500000 3 - 3 - $ 15,285,000.00 $ 575,000.00
Compensated
Absences 260,460.32 - 25,639.66 234 820.66
Post-Retirement :
Benefits Payahble 335,969.00 19,360.00 - 355,329.00
Unamortized Cosis:
Bond Premiums 175,4980.36 - 6,832.32 168,658.04 26,335.11
Deferred Amount
on Refunding {1,583,187.95} - {22,712.37) {1,560,475.58) (90,849.46)
$ 1447373173 % 19,360.00 § 9,758.61 § 14,483,332.12 $ 510485.65

4. CAPITAL ASSETS

Capital asset activity for the three month period ended December 31, 2013, was as follows:

Beginning Ending
Balance Additions Deletions Balance

Capital assets,not being depreciated:

Land $ - % 3 $ -

Construction in Progress 422865317 4,229,653.17
Total capital assets not being

Depreciated 4,229,653 17 - - 4.229653.17
Capital assets being depreciated: .

Bridges 68,266,203.32 68,266,203.32

Buildings and building improvements 473,890.78 473,890.78

Machinery and Equipment £689,358.08 ‘ 689,358.08
Total capital assets being depreciated ‘

at historical cost 69,429,452.18 - - 69,429,452.18
Less: A

Accumulated depreciation 23,118,348.51 1,603,081.66 24,721,431.17
Total capital asseils being depreciated,

net of accumulated depreciation 46,311,102 .67 {1,603,081.66) - 44,708,021.01
Capital Assets, net $ 50,5640,7556.84 3 (1,603,081.66) $ - %5 4893767418
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CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013

{(CONTINUED) '

5. PENSION PLAN

Plan Descriptions

All efigible employees are covered by the Public Employees’ Retirement System cost-sharing
muttiple-employer defined benefit pension plan which has been established by state statute and is
administered by the New Jersey Division of Pension and Benefits (Division). According to the State
of New Jersey Administrative Code, all obligations of the System will be assumed by the State of
New Jersey should the Sysiem terminate. The Division issues a publicly available financial report
that includes the financial statements and required supplementary information for the Public
Employees Retirement System. This report may be obtained by writing to the Division of Pensions
and Benefits, PO Box 295, Trenton, New Jersey, 08625 or the report can be accessed on the
internet at (hitp://www .state.nj.us/treasury/pensions/annrpts.shtml).

FPublic Employees’ retirement sysfem (PERS) - The Public Employees' Retirement System (PERS)
was established as of January 1, 1955 under provisions of N.J.5.A. 43:15A to provide retirement,
death, and disability, and medical benefits to certain qualified members. The PERS is a cost-
sharing multiple-employer plan. Membership is mandatory for subsiantially all full-time employees
of the State of new Jersey or any county, municipality, school district or public agency, provided the
employee is not required to be a member of another state-administered retirement system or other
state pension fund or local jurisdiction’s pension fund.

Defined Contribution Retirement Program (DCRP) - The Defined Contribution Retirement Program
{DCRP) was established as of July 1, 2007 under the provisions of Chapter 92, P.L. 2007 and
Chapter 103, P.L. 2007 (N.J.5.A. 43:15C-1 et seq.). The DCRP is a cost sharing multiple employer
defined contribution pension fund. The DCRP provides eligible members, and their beneficiaries
with a tax-sheitered, defined contribution retirement benefit, along with fife insurance and disability
coverage. Vesting and benefit provisions are established by N. J.5.A. 43:15C-1 et. seq. For the
DCRP, members contribute at a uniform rate of 5.5% of their base salary. Employers are required
to contribute at a set rate of 3.0% of base salary. The Commission had two employees enrolled in
the Defined Contribution Retirement Program (DCRFP) during the year ended September 30, 2013.

Vesting and Benefit Provisions

The vesting and benefit provisions for PERS are set by N.J.5.A. 43:15A and 43:3B. All benefits
vest after eight to ten years of service, except for medical benefits, which vest after 25 years of
service. Retirement benefits for age and service are available at age 60 and, under recently
enacted legislation are generally determined fo be 1/55 of final average salary for each year of
service credit. Final average salary equals the average salary for the final three years of service
prior to retirement (or highest three years’ compensation if other than the final three years).
Members may seek early retirement after achieving 25 years service credit, or they may elect
deferred retirement after achieving eight to ten years of service credit, in which case benefits would
begin the first day of the month after the member attzins normal retirement age.
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CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013
{CONTINUED)

5, PENSION PLAN (CONTINUED)

Funding Policy

The contribution policy is set by New Jersey State Statutes and contributions are required by active
members and contributing employers. Plan members and employer contributions may be amended
by State of New Jersey legislation. PERS provides for employee contributions of 6.64% of
employees’ annual compensation.. Employers are required to contribute at an actuarially
determined rate. The actuarially determined contribution includes funding for cost-of-living
adjustrments, noncontributory death benefits, and post-retirement medical premiums.

For the Public Employees’ Retirement System, the Commission contributed $35,443.00 for the
three month period ended Becember 31, 2013, and contributed $141,770.00 and 155,262.00 for
the years ended September 30, 2013 and 2012 respectively.

6. MAINTENANCE OF FACILITIES AND BRIDGES

The Cape May County Bridge Commission entered into an interlocal Services Agreement with the
County of Cape May whereby the County assumed sole responsibility for the routine maintenance
of the Commission’s facilities and all the remaining bridges and structures of the Commission.

7. CASH, CASH EQUIVALENTS AND INVESTMENTS

Custodial Credit Risk Relaied to Deposits - Custodial credit risk is the risk that, in the event of a
bank failure, the Commission’s deposits might not be recovered. Although the Commission does
not have a formal policy regarding custodial credit risk, N.J.S.A. 17:9-41 et seq. requires that
governmental units shall depesit public funds in public depositories protected from loss under the
provisions of the Governmentat Unit Deposit Protection Act. Of the Commission’s bank balance of
$444.439.01 as of September 30, 2013, $76,780.30 was uninsured and uncoliateralized.

investments

N.J.5 A 40A:5-15.1 provides specific guidance for the allowable investment of public funds. In
order to maximize liquidity, while complying with statutory requirements, the Commission utilizes
the New Jersey's Asset and Rebate management Program ("NJ/ARM") and First American
Treasury Obligation Funds for investing purposes.
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CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013
(CONTINUED)

7. CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)

Investments (Continued)

At September 30, 2013, the Commission had the following investments:

Average
Credit/ 2)
Quality Face Carrying Less
Investment Type Ratings {1) Amount Amount Than 1
First American '
Treasury
Obligation Funds .
Class D - AAAM $§ 127998618 $ 1,279.986.18 $ 1,279,986.18

NJ/ARM - Asset &
Rebate Management .
Program AAAM 368,127.91 368,127.91 368,127.91

$ 164811409 $ 164811409 $ 1,648,114.09

{1) Ratings are provided where applicable to indicate associated credit risk.
(2) Investment maturities in years.

Custodial Credit Risk — For an investment, custodial credit risk is the risk that in the event of
the failure of the counterparty, the Commission will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. The
Commission does not have a policy for custodial credit risk, however the State of New Jersey
imposes certain investment “limitations for governmental units. These requirements are
disclosed in detail as part of Nofe 1.

Credit risk — The Commission does not have an investment policy regarding the management
of credit risk. GASB 40 requires that disclosure be made as to the credit rating of all debt
security investments except for obligations of the U.S. government or investments guaranteed
by the U.5. government.

Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of an investment. Investments held for longer periods are subject to
increased risk of adverse inferest rate changes. The Commission does not have a policy to
limit interest rate risk. The Commission’s investments have a maturity of less than one year.

8. COMPENSATED ABSENCES

The Commission accounts for compensated absences (e.g., unused vacation, sick leave) as
directed by the Governmental Accounting Standards Board Statement No. 16 (GASB 16),
“Accounting for Compensated Absences”. A liability for compensated absences attributable to
services already rendered and not contingent on a specific event that is outside the control of the
employer and employee is accrued as empioyees earn the rights to the benefits.
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CAPE MAY COUNTY BRIDGE COMMISSION
NOTES TO BASIC FINANCIAL STATEMENTS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013
(CONTINUED)

8. COMPENSATED ABSENCES (CONTINUED)

The Commission has pemmitted employees to accrue unused vacation and sick pay, which may be
taken as time off or paid at a later date at an agreed upon rate. All vacations must be exhausted
before resignation or retirement from the Commission. Vacation may accrue for a period not to
exceed two (2) years.

In the Statement of Net Position, the liabilities whose average maturities are greater than one year
should be reported in two components ~ the amount due within one year and the amount due in
more than one year.

9. POST-RETIREMENT HEALTH BENEFITS

Plan Description

The Commission contributes to the State Health Benefits Program (SHBP), a cost-sharing,
multiple-employer defined benefit post-employment heafthcare plan administered by the State of
New Jersey Division of Pensions and Benefits. SHBP was established in 1961 under N.J.S.A.
52:14-17.25 et. seq., to provide health benefits to State employees, retirees, and their dependents.
Rules governing the operation and administration of the program are found in Title 17, Chapter 9 of
the New Jersey Administrative Code. SHBP provides medical, prescription drugs, mental
health/substance abuse, and Medicare Part B reimbursement to retirees and their covered
dependents.

The SHBP was extended to employees, retirees, and dependents of participating focal public
employers in 1964. Local employers must adept a resolution to pariicipate in the SHBP. The
Commission authorized participation in the SHBP's post-retirement benefit program through
resolution.

" All Commission refirees with at least 25 years of service or who retire upon or after the age of 62
with 15 or more years of service as reguiar full-time employees shall receive 100% of the cost of
health insurance premiums untit death.

The State Health Benefits Commission is the executive body established by statute to be
responsible for the operation of the SHBP. The State of New Jersey Division of Pensions and
Benefits issues a publicly available financiai report that includes financial statements and required
supplementary information for the SHBP. That report may be obtained by writing to; State of New
Jersey Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0295 or by visiting their
website at www state.nj us/treasury/pensions/gasb-43-sept2008.pdf.

The Commission utilizes the New Jersey State Health Benefits Plan for Health Insurance, however,
they also provide post-retirement benefits for vision, dental, and life insurance that are not included
as a part of the State Health Benefits Plan. These benefits are budgeted by the Commission
annually on a “pay as you go basis” and included in group insurance.

In accordance with GASB 45 and the State of New Jersey, the Commission is required to obiain an
actuarial valuation of the liability for providing these benefits. The actuary has decided to use the
entry age actuarial cost method and the level percentage of payroli amortization method. The
actuarial valuation report was based on 37 total participants including 23 retirees. The actuarial
valuation date is September 30, 2011. The actuarial determined valuation of these benefits has
been reviewed and will be reviewed bi-annually for the purpose of estimating the present value of
future benefits for active and retired employees and their dependenis as required by GASB 45.
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(CONTINUED)

9. POST RETIREMENT HEALTH BENEFITS (CONTINUED)

Annual OPEB Cost and Net OPEB Obligation

The Commission’s annual OPEB cost represents the accrued cost for post-employment benefits
under GASB 45. The curnulative difference between the annual OPEB cost and the benefits paid
during a year will resulf in a net OPEB obligation. The annual OPEB cost is equal to the annual
required contribution (ARC) less adjustment if a net OPEB obligation exists. The ARC is equal to
the normal cost and amortization of the Unfunded Actuarial Accrued Liability {LJAAL) plus interest.

Actuarial Methods and Assumptions

Actuarial vatuations of an ongeing plan involve estimates and assumptions about the probability of
occurrences of events fare into the future, including future employment, mortality and healthcare
cost irends. Actuarially determined amounts are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future.

tn the September 30, 2011 Actuarial Valuation Report, the Entry Age actuarial cost method was
used for all participants. The actuarial assumptions used to project future costs included a discount
rate of 2.5%. In addition, the unfunded actuarial accrued liability is being amortized over the
maximum acceptable period of 30 years and is calculated assuming a level dollar amount.

Other Post-employment Benefit Costs and Obligations

The following reflects the components of the 2013 annuat OPEB Costs, amounts paid, and
changes to the net accrued OPEB obtigation for the Three Month Period ended December 31,
2013, based on the September 30, 2013 actuarial valuation update report and actual OPEB
payments made or accrued during Three Month Period Ended December 31, 2013:

December 31,

2013

Three Month Required Contribution $ 28,089
Interest on Net OPEB Obligation -
Adjustmeant to Annual Reguired Contribution -
Annual OPEB Cost {Expense) 28,069
Contributions made 8,709
[ncrease in Net OPEB

Obligation 19,360
Net OPEB Obligation - Beginning of Period 335,969

End of Period : $ 355,329
Percentage of OPEB

Cost Contfributed 31.03%
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9. POST RETIREMENT HEALTH BENEFITS (CONTINUED)

The Commission’s annual OPEB cost, the percentage of annual OPEB cost coniributed to the plan,
and the net OPE obligaticn for the three month period ended December 31, 2013 was as follows:

Percentage of

Three Month OPEB Net
Period Cost OPEB
Ended OPEB Cost Contributed Ohbligation

12/31/2013 & 28,069 68.97% b 19,360

Funding Status and Progress

The State of New Jersey has not provided statutory authority that would aliow the OPEB costs to be
funded at this time.

Required Supplemeniary Information:

BDecember 31,
2012
Actuarial Value of Plan Assets 3 -
Actuarial Accrued Liability (AAL) 1,914,448
Total Unfundad AAL (UAAL) $ 1,914,448
Funded ratio 0.00%

Funding Policy

Participating erhployers are contractually required to contribute based on the amount of premiums
attribu{able to their retirees. Post-retirement medical benefits under the plan have been funded on
a pay-as-you-go basis since 1994. Prior to 1994, medical benefits were funded on an actuarial

hasis.

Contributions fo pay for the health premiums of participating retirees in the SHBP are bilied to the
Commission on a monthly basis.

The Commission contributions to SHBP for the three month period ended December 31, 2013, was
$74,512.38, which equaled the required contributions for the period. There were 25 retired
participants eligible at December 31, 2013.
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(CONTINUED)

10. 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.

Bridge Damage Insurance

Due {o the threefold increase in insurance coverage of the bridges, the Commission has canceled
the physical damage and use and occupancy insurance on the bridges because, in the judgment of
the Commission, it is not reasonably obtainable. The Commission maintains with responsible
insurers all insurance required.

Property and Liability insurance

The Commission maintains commercial insurance coverage for property, liability and surety bonds.

11. DEFERRED COMPENSATION

The Commission offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 403(b). The plan, which is administered by the Valic Retirement
Services Company, permits participants to defer a portion of their salary until future years.
Amounts deferred under the plan are not available to employees until termination, retirement, death
or unforeseeable emergency.

12. LITIGATION

From time to time, the Commission is a defendant or co-defendant in various lawsuits arising out of

normal operations of the Commission. The Commission’s deductible for personal injury claims was

previously increased to $50,000.00 per claimant as a result of increasing insurance premium costs.

If the Commission is not successful in defending the various legal proceedings and has to pay the
- maximum deductible, the payments would be material to the financial statements.

13. DPUE TO IRS — ARBITRAGE REBATE

Periodic arbitrage calculations have been made for the various bond issues and the Commission
has conctuded that no reserve is required at December 31, 2013. The reserves will be revised if
future calculations warrant a revision.

14. OPERATING LEASES
The Commission has a commitment to lease a motor vehicle under an operating lease that expires

in 2014. Total operating lease payments made during the three month period ended December 31,
2013 were $937.44. Future minimum lease payments are as follows:

Year Ending September 30, Principal
2014 $ 312.48

3 312.48
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15. SHARED SERVICE AGREEMENT

A shared services agreement dated December 8, 2009, befween the Cape May County Bridge
Commission and the County of Cape May, whereby the County of Cape May will pay the debt
expenses on any Commission Bonds currently outstanding or additional Bonds issued in the future.
The Cape May County Bridge Commission will continue to operate and maintain the County Bridge
Facilities that are currenily operated by the Commission or which, in the future, become its
responsibility o so operaie.

16. SUBSEQUENT EVENTS
Management has reviewed and evaluated all events and transactions that occurred from December
31, 2013 through April 10, 2014, the date that the financial statements were issued for possible

disclosure and recognition in the financial statements, and no items have come to the attention of the
District that would require disclosure.
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INDEPENDENT AUDITOR’S REPORT

Commission Members
Cape May County Bridge Commission
Cape May Court House, New Jersey

We have audited, in accordance with the 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 financial statements of the business-type
activities of Cape May County Bridge Commission, as of and for the three month period ended December
31, 2013, and the related notes to the financial statements, which collectively comprise the Commission’s
basic financial statements, and have issued our report thereon dated April 10, 2014.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Commission’s control
over financial reporting (internal conirol} to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions con the financial statements but not for the
purpose of expressing an opinion on the effectivenass of the Commission’s internal control. Accordingly,
we do not express an opinion on the effectivenass of Commission's internal controt.

A deficiency in infernal confrol 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 maierial weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entiity’'s financial statements will not be prevenied, or detected and corrected on a
timely basis. 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.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
seciion and was not designed io identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obiaining reasonable assurance about whether the Commissien’s financial statements are free
from 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, previding 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 {o be reported under Government Audifing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internat
control or on compliance. This report is an integral part of an audit petfoermed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Fond, deolt & daaociatea, L.EC.
FORD, SCOTT & ASSQCIATES, L.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

Glew ¥, Ontinan

Glen J. Ortman

Certified Public Accountant
Registered Municipal Accountant
No. 427

April 10, 2014
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CAPE MAY COUNTY BRIDGE COMMISSION
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE THREE MONTH PERIOD ENDED DECEMBER 31, 2013

1. SUMMARY OF AUDITOR’'S RESULTS

Financial Statements

Type cf auditor’s report issued: Unmodified Opinion
Internal control over financial reporting:

1)  Material Weakness identified? NO

2) Significant deficiencies? NO

Non-Compliance material to Financial
Statements noted? NO

il FINDINGS RELATING TO THE FINANCIAL STATEMENTS WHICH ARE REQUIRED TO BE
REPORTED IN ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT AUBDITING

STANDARDS

NONE

MANAGEMENT RESPONSES

Management is required to respond to findings and recommendations in the audit report. A corrective
action plan is required to be filed with the Division of Local Government Services, Department of
Community Affairs, State of New Jersey within 45 days of the filing of this report, if any findings and
recommendations are noied in the audit report.

STATUS OF PRIOR YEAR FINDINGS

There were no prior year findings.
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CAPE MAY COUNTY BRIDGE COMMISSION

SCHEDULE OF CASH RECEIPTS. CASH DISBURSEMENTS

AND CHANGES IN CASH AND INVESTMENTS - UNRESTRICTED ACCQUNTS
' THREE MONTH PERIOD ENDED DECEMEER 31, 2013

CASH AND INVESTMENTS
OCTOBER1, 2013

CASH RECEIPTS:
Bridge tolis

Reimbursement fron County for Debt Service

Interest on deposits
and invesiments

Miscellaneous income

Transfers from (to}
unrestricted accounts

Total Cash and Investments
Available

CASH DISBURSEMENTS:
Operations
Transfers to resfricted accounts

Total Cash Disbursements

CASH AND INVESTMENTS
December 31, 2013

BALANCE COMPRISED OF:
Cash
Invesiments

Schedule 1

Revenue Cperating
Account Account Total
37188207 § 401,345.01 % 773,227.08
378,572.87 378,572.87
806,781.00 806,781.00
230.21 230.21
642.79 642.79
(815,039.80) 815,039.80
743,069.14 1,216,384.81 1,959,453.95
793,581.14 793,581,114
322,726.41 322,726.41
322,726.41 793,581.14 - 1,116,307.55
42034273 % 422 B03.67 $ 843,146.40
1933583 § 42249920 % 441,835.22
401,006.80 204.28 401,311.18
42034273 % 42280367 $ 843,146.40
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CAPE MAY COUNTY BRIDGE COMMISSION

SCHEDULE OF CASH RECEIPTS, CASH DISBURSEMERNTS

AND CHANGES IN CASH AND INVESTMENTS - RESTRICTED ACCOUNTS

THREE MONTH PERIOD ENDED DECEMBER 31, 2013

CASH AND INVESTMENTS
OCTCBER 1, 2013

CASH RECEIPTS:
Transfers from unrestricted accounts

Total Cash and Investments Available

CASH DISBURSEMENTS:
Payment of bond interest
Capital Expenses - non-fixed assets

Total Cash Disbursements

CASH AND INVESTMENTS
DECEMBER 31, 2013

BALANCE COMPRISED OF:
Cash
Investments

Schedule 2

Bond
Service Construction
Account Account Total
743,017.22 $ 44577218 $ 1,188,789.40
322,702.38 24.03 322,726.41
1,065,719.60 445 796.21 1,541,515.81
238,603.13 238,603.13
13,039.42 13,039.42
238,603.13 13,039.42 251,6842.55
827,116.47 & “432,756.79 $ 1,258,873.26
$ 13,070.35 & 13,070.35
827,116.47 419,686.44 1,246,802.91
827.116.47 § 43275679 % 1,25%,873.26
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Schedule 3
Sheet 1
CAPE MAY COUNTY BRIDGE COMMISSION
SCHEDULE OF OPERATING REVENUES AND COSTS FUNDED BY
OPERATING REVENUES COMPARED TO BUDGET
THREE MONTH PERIQOD ENDED DECEMBER 31, 2013

Three month period Ended December 31, 2013

Revised
Budget Actual
REVENUES:
Toll revenues % 763,500.00 $ 377,138.51
interest on investmenis and deposits 900.00 230.21
Reimbursement from County for Debt Service 119,302.00 119,301.56
Other 6842.79
Teotal Operating Revenues % 883,702.00 § 497,314.07
EXPENSES:
Operating appropriations:
Personnel services:
Commissioner szalaries $ 7,125.00 § 6,375.09
Administrative salaries 63,750.00 74,438 583
Toli collectors' salaries 328,718.00 265,044.07
Employee benefis;
Public Employees’

Retirement Systern 60,785.00 35,443.00
Social Security tax 33,323.00 26,160.85
DCRP 117.30
Unemployment compensaticn ’

insurance 1,137.00 679.91
Employee insurance 244,985.00 164,860.71
Medical subsidy 3,235.03

Administrative and general
expenses:

Legal fees 750.00

Legal expense ' 8,750.00 1,986.66

Deferred compensation ' £93.00

Trustee fee 1,000.00 3,500.00

Professional services 2,500.00 20.00

Auditor fee and services ' 7,250.00 5,650.00

Conferences and permits 375.00 71.50
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CAPE MAY COUNTY BRIDGE COMMISSION
SCHEBULE OF OPERATING REVENUES AND COSTS FUNDED BY
OPERATING REVENUES COMPARED TO BUDGET
THREE MONTH PERIOD ENDED DECEMBER 31, 2013

(CONTINUED)
Three month period Ended December 31,2013
Revised
. Budget Actual
EXPENSES (CONTINUED):
Operating appropriations (continued);
Operations and maintenance expenses:
Armored car service 5 13,062.00 § 11,763.00
Telephone 2,750.00 2,772.52
Advertising 625.00 138.16
Office and toll supplies 9,250.00 4,583.09
Office equipment and
maintenance contracts ‘ 5,875.00 7,238.06
Utilities 15,625.00 . 11,065.09
Maintenance supplies 5,500.00 3,706.81
Uniforms 1,515.00 : 99.25
Uniform maintenance 2,300.00 . 1,500.00
Car and truck operaticns 950.00 837.44
Insurance 89,700.00 72,146.57
Insurance Settlement ' '
Total Operating Appropriations - 908,293.00 703,532.64
Interest expense 119,302.00 119,301.56
Other costs funded by operating revenues;
Principal maturity
Total Cosis Funded by
Operating Revenues 1,027,595.00 822,834.20
Excess (Deficit) in Budgeted Revenues 3 (143,893.00) § (325,520.13)
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Schedule 4

CAPE MAY COUNTY BRIDGE COMMISSION
BRIDGE TOLL REVENUE
THREE MONTH PERIOD ENDED DECEMBER 31, 20613

Threa Month
Period ended

December 31, 2013

MIDDLE THOROFARE BRIDGE 3 124,249.72
OCEAN CIiTY-LONGPCRT BRIDGE 142,273.56
TOWNSENDS INLET BRIDGE - 51,874.52
GRASSY SOUND BRIDGE 17,015.42
CORSON'S INLET BRIDGE _ 40,485.35
OFFICE TICKET SALES 1,240.94
BRIDGE TOLL REVENUES 3 377,138.51
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Schedule 5
CAPE MAY COUNTY BRIDGE COMMISSION
CERTIFICATES OF DEPOSIT AND MONEY MARKET FUNDS
DECEMBER 31, 2013

Cost
Face Maturity September 30,
Amount Description Date 2013
REVENUE ACCOUNTS
LS Bank
First American Treasury )
$ 401,006.80 Ohbligation Fund - Class D $ 401,006.80
401,006.80 401,006.80
OPERATING ACCOUNT
US Bank
First American Treasury
304.38 Obligation Fund - Class D 304.38
304.38 : 304,38
DEBT SERVICE ACCOUNT
US Bank
First American Treasury
827,116.47 Obligation Fund - Class D 827,116.47
827,116.47 : 827,116.47
CONSTRUCTION ACCOUNT
US Bank
First American Treasury
51,558.53 Obligation Fund - Class D 51,558.53
NJ/ARM - Asset & Rebate
368,127.91 Management Program 368,127.91
419,686.44 419,686.44
$ 1,648,114.09 3 1,648,114.09

Note: All other Funds are deposited in Cash Management Checking Accounts at
Sturdy Savings Bank and earn interest.
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CAPE MAY COUNTY BRIDGE COMMISSION

INSURANCE COVERAGE
DECEMBER 31, 2013

PACKAGE POLICY |

Buildings and Contents
Deductible
EDP Coverage
Deductible
Crime - Employee Dishonesty
Deductible
Thett of Money & Securities
Deductible
General Liability:
Bodily Injury and Property Damage
Personal Injury/ Advertising
Fire, Lightning or Explosion
General Aggregate
Products/Completed Ops Aggregate
General Liability: Deductible per Claimant

UMBRELLA POLICY

Limits of Liability
Self Insured Retention

PUBLIC OFFICIALS & EMPLOYMENT PRACTICES LIABILITY
Limit of Liability - Aggregate
Deductible - Public Officials Liability

Deductible - Employment Practices

AUTO LIABILITY

Liability
Uninsured Motorists

WORKERS' COMPENSATION

Bodily Injury - Accident
Bedily Injury By Disease {Each Employee)
Bodily Injury {Each Empioyee)
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Limits

2,514,000
1,000
671,925
1,000
50,000
1,000
$90,000
1,060

1,000,000
1,000,000
100,000
2,000,000
2,000,000
50,000

5,000,000
10,000

2,000,000
25,000
25,000

1,000,000
1,000,000

500,000
500,000
500,000



Schedule 7
CAPE MAY COUNTY BRIDGE COMMISSION
OFFICIALS IN OFFICE AND SURETY BONDS
THREE MONTH PERIOD ENDED DECEMBER 31, 2013

The following officials were in office during the period under audit:

Name Title
Patrick Rosenello - Chairman
Carol Brand Vice-Chairman
Maryanne K. Murphy Secretary/Treasurer
Linda Gilles Interim Executive Director
Jefi Kodytek Internal Auditor

All employees are covered by a "Commercial Crime Coverage Endorsement” in the amount
of $50,000 for each employee with the Scoitsdale Insurance Company and Public Officials
are covered by a "Public Officials Liability Policy” in the amount of $2,000.000 for each claim.
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Schedule 8
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INDEPENDENT AUDITOR’S CERTIFICATION

TOLL AGREEMENT -~ CAPE MAY COUNTY BRIDGE COMMISSION

We have completed the audit of the financial statements Cape May County Bridge Commission in the
State of New Jersey for the three month period ended December 31, 2013.

We, hereby ceriify that toll revenues collected by the Cape May County Bridge Commission in the State
of New Jersey for the three month period ended December 31, 2013 were used for the proper operations
and maintenance of ihe toll facilities.

Ford, deott & Aasociates, LLL.

FORD, SCOTT & ASSOCIATES, L.L.C.
CERTIFIED PLUBLIC ACCOUNTANTS

Glen §. Ortwan

Glen J. Ortman

Certified Public Accountant
Registered Municipal Accountant
No. 427

April 10, 2014
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