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 SEC PRACTICE SECTION

INDEPENDENT AUDITORS’ REPORT

To the Board of Commissioners of

DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION
BRIDGE SYSTEM

Morrisville, Pennsylvania

We have audited the accompanying balance sheet of DELAWARE RIVER JOINT
TOLL BRIDGE COMMISSION - BRIDGE SYSTEM (“the Commission”) as of
December 31, 2003, and the related statements of revenues, expenses and changes in net
assets and cash flows for the year then ended. These financial statements are the
responsibility of the Commission’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America, the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of DELAWARE RIVER JOINT TOLL BRIDGE
COMMISSION - BRIDGE SYSTEM as of December 31, 2003, and the results of its
operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
March 17, 2004 on our consideration of DELAWARE RIVER JOINT TOLL
BRIDGE COMMISSION - BRIDGE SYSTEM’S internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations,
bond resolutions, contracts, and compact. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

P.O. Box 7648 * Princeton, NJ 08543-7648 * 609.689.9700 * Fax 609.689.9720
www.mercadien.com

40 YEARS OF SERVICE TO THE COMMUNITY 1



INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary schedules on pages 20 to 26 are presented for the purposes
of additional analysis and are not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

As discussed in Note B to the accompanying financial statements, in 2003 the Commission
adopted Governmental Accounting Standards Board Statement No. 34, Basic Financial
Statements - and Management’s Discussion and Analysis - for State and Local Governments, as
amended by Statement No. 37, Basic Financial Statements — and Management’s Discussion and
Analysis - for State and Local Governments: Omnibus, and Statement No. 38, Certain Financial
Statement Note Disclosures. Management’s discussion and analysis is not a required part of the
basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquires of management regarding the presentation of
management’s discussion and analysis. However, we did not audit the information and express

no opinion on it.
. Pe.

March 17, 2004



Management’s Discussion and Analysis

As management of the Delaware River Joint Toll Bridge Commission — Bridge System (the
“Commission”), we offer readers of the Commission’s financial statements this narrative
overview and analysis of the financial activities of the Commission for the year ended December
31, 2003. We encourage readers to consider the information presented here in conjunction with
the audited financial statements and supplemental information as a whole.

Year 2003 is the first year of the Commission’s implementation of the new financial reporting
model (GASB Statement No. 34) and, thus, prior year information for comparison purposes is
not available. In future years, when prior year information is available, a comparative analysis of
the financial statements data will be presented. However, a comparative analysis of key elements
of financial statements is provided in this overview.

Financial Highlights

e Toll revenue for the Commission totaled $72,963,402 for the year ended December 31,
2003, an increase of 104% over the previous year. The significant change in toll revenue
is the result of the toll increase, which took place December 1, 2002.

e Outstanding Bond Indebtedness totaled $155,520,000, an increase of 107% as a result of
the issuance of the Bridge System Revenue Bonds, Series 2003.

e Net Operating Revenues totaled $33,613,025 and Change in Net Assets totaled
$29,118,205.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Commission’s
financial statements, which are comprised of the financial statements and the notes to the
financial statements. This report also contains other supplementary information that includes
schedules of:

Cash and cash equivalent balances

Investments

Operating, administrative and toll supported bridge expenses
Toll bridge traffic and revenues

Basic financial statements

The basic financial statements are designed to provide readers with a broad understanding of the
Commission’s finances, in a manner similar to private-sector business.



The balance sheet presents information on the Commission’s assets and liabilities at December
31, 2003, with the difference of the two reported as net assets. Over time, increases or decreases
in net assets may serve as a useful indicator of whether the financial position of the Commission
is improving or deteriorating. At December 31, 2003 the Commission’s net assets equaled
$259,228,491, an increase of approximately 13% over the prior year. Net assets increase when
revenues exceed expenses. Increases to assets, without a corresponding increase to liabilities
results in increased net assets, which indicates an improved financial position.

The statement of revenues, expenses and changes in net assets presents information showing how
net assets changed during the fiscal year. All changes in net assets are reported as soon as the
underlying event occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will not result in cash flows until
future fiscal periods or have resulted in cash flows in prior periods.

Notes to financial statements

The notes provide additional information that is essential to a full understanding of the data
provided in the basic financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents
certain supplementary information listed above (see “Overview of the Financial Statements™).

Financial Analysis

Cash and equivalent balances of approximately $13.8 million comprise the largest portion of the
Commission’s current assets, and consist primarily of debt service funds held by the Commission
in accordance with the bond resolution. Cash and equivalents and investment balances of
approximately $157.9 million included in non-current assets are also held in accordance with
requirements of the bond resolution. The Commission’s non-current assets also include capital
assets of approximately $251.0 million that consist of land, infrastructure and equipment with an
original value of approximately $389.0 million less accumulated depreciation of approximately
$138.0 million. The land and infrastructure consist of twenty bridge crossings and related access
roads spread over a 140-mile long stretch of the Delaware River extending from Trenton New
Jersey north to Milford Pennsylvania/Montague, New Jersey.

The Commission has current and non-current liabilities of approximately $164.3 million related
to its series 2003 bond issue. The purpose of the 2003 issue was for the current refunding of the
1992 series, refunding of the 2002 Bond Anticipation Notes, financing of the first portion of the
Commission’s ten-year capital program and related bond issuance costs.



The following table contains condensed financial information derived from the December 31,
2003 financial statements of the Commission:

Net Assets

Current and other assets
Capital assets

$178,927,513
251,019.428

Total assets 429,946,941
Current liabilities 13,721,369
Non-current liabilities 156,997,081
Total liabilities 170,718,450
Net assets:
Invested in capital assets, net of related debt 126,942 953
Restricted 128,270,198
Unrestricted 4,015,340
Total net assets $259,228.491
Changes in Net Assets
Operating revenues $72,963,402
Operating expenses (30,821.,610)
Net operating revenues, before depreciation 42,141,792
Depreciation (8.528.767)
Net operating revenues 33,613,025
Non-operating revenues 2,995,713
Non-operating expenses (7.490,533)
Net income 29,118,205
Net assets, beginning of year, restricted 230,110,286
Net assets, end of year $259,228.491

Significant Events

In December 2001, the Commission approved a plan that provides major bridge rehabilitation,
bridge enhancement, installation of EZ Pass and other traffic management systems as well as
state of the art bridge security and surveillance. A toll rate structure was approved by the
Commissioners to fund a 10-year, $526 million Capital Improvement Program for protection,
preservation, management and enhancement of the twenty bridges DRJITBC maintains and
operates.

Through December 31, 2003, the Commission had approved more than $66 million in contracts
to study and improve various facilities and systems. As of December 31, 2003, the Commission
had spent nearly $48 million on the Capital Program.



The new rates were approved to take effect in conjunction with the availability of EZ Pass on
December 1, 2002. Passenger vehicle toll rates increased between $.25 and $.50, depending on
the bridge location. Commuters receive a 20% discount for using EZ Pass, and frequent
commuters receive a 40% discount. Truck toll rates increased to $2.25 per axle.

On November 1, 2003, the Commission reduced passenger tolls rates to $.75 per vehicle on all
toll bridges. Commuters continue to receive a 20% discount for using EZ Pass, and frequent
commuters continue to receive a 40% discount.

On January 21, 2003, the Commission issued Bridge System Revenue Bonds, Series 2003 for
$158,530,000 for the purposes described in “Financial Analysis” above.

Summary of Cash Flows

Cash flows from operating activities $41,222,736
Cash flows used in investing activities (95,898,966)
Cash flows from financing activities 79,087,754
Net increase in cash 24,411,524



DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM

Current Assets
Unrestricted:
Cash and equivalents
Other assets
EZ Pass clearing account
Total unrestricted
Restricted:
Cash and equivalents
Accrued interest on investments
Bond issuance costs - current portion
Total Restricted
Total Current Assets

Non-Current Assets
Unrestricted:

Capital Assets
Restricted:

Cash and equivalents

Investments

Bond issuance costs - long term portion

Capital Assets

Total Non-Current Restricted Assets

Total Non-Current Assets
Total Assets

BALANCE SHEET

December 31, 2003

ASSETS

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts Payable and Accrued expenses

EZ Pass customer accounts
Accrued interest on bond indebtedness

Compensated Absences-current portion

Bridge system revenue bonds, series 2003 - current portion

Premium on bond - current portion
Total Current Liabilities

Non-Current Liabilities
Compensated Absences

Bridge system revenue bonds, series 2003

Premium on bond - long term portion
Total Noncurrent liabilities
Total Liabilities
Net Assets

Invested in Capital Assets, net of related debt

Restricted
Unrestricted
Total Net Assets
Total Liabilities and Net Assets

See accompanying notes to financial statements.

1,729,246
2,197,287
2,947,252

6,873,785

12,092,850
634,935
57477

12,785,262

19,659,047

1,574,623

20,067,643
137,878,861
1,321,962
249,444,805

408,713,271

410,287,894

429,946,941

2,674,968
1,758,100
3,913,900
120,000
4,330,000
924,401

13,721,369

1,842,165
151,190,000
3,964,916

156,997,081

170,718,450

126,942,953
128,270,198
4,015,340

259,228,491

429,946,941




DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Year Ended December 31, 2003

Operating Revenues
Toll bridge operations:

Toll revenues, net $ 40,571,660
EZ Pass revenues, net 32,127,229
Miscellaneous revenues 264,513
Total toll revenues 72,963,402
Operating Expenses
Toll bridges operating expenses:
Operating and maintenance expenses 15,640,339
Administrative expenses 10,156,527
Toll supported bridges' expenses 5,024,744
Depreciation 8,528,767
Total operating expenses 39,350,377
Net operating revenues 33,613,025

Non-Operating Revenues (Expenses)

Investment return 2,071,312
Interest on bond indebtedness (7,433,056)
Amortization of bond premium 924,401
Amortization of bond issuance costs (57,477)
Total non-operating expenses (4,494,820)
Change in net assets 29,118,205
Net assets, beginning of year,as originally stated 100,452,918
Prior period adjustment 129,657,368
Net assets, beginning of year, restated 230,110,286
Net assets, end of year $ 259,228,491

See accompanying notes to financial statements.



DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM

STATEMENT OF CASH FLOWS
Year Ended December 31, 2003

Cash Flows from Operating Activities
Receipts from toll bridges
Receipts from EZ Pass
Payments to suppliers, employees, and others
Other receipts
Net cash provided by operating activities

Cash Flows from Investing Activities
Purchases of investments, net
Investment return
Purchases of capital assets
Net cash used in investing activities

Cash Flows from Financing Activities
Bond proceeds
Principal paid on bond and notes indebtedness
Interest paid on bond indebtedness
Bond issuance costs
Net cash provided by financing activities

Net increase in cash
Cash, beginning of year
Cash, end of year

Reconciliation of net operating revenues to net cash provided by operating activities
Net operating revenues

Adjustment to reconcile net operating revenues to net cash provided
by operating activities-depreciation

Changes in net assets and liabilities:
Prepaid expenses and other assets
EZ Pass clearing account
Accounts payable and accrued expenses
Accrued refunds
EZ Pass customer accounts
Compensated absences
Net cash provided by operating activities

Non-cash financing activities
Amortization of bond premium

Amortization of bond issuance costs
Total non-cash financing activities

See accompanying notes to financial statements.

$ 40,267,665

32,000,465
(31,309,907)
264,513

41,222,736

(76,563,392)
2,617,707
(21,953,281)

(95,898,966)

160,409,317

(74,960,000)
(4,982,124)
(1,379,439)

79,087,754

24,411,524
9,478,215

33,889,739

33,613,025

8,528,767

(1,685,748)
(1,119,105)
(764,714)
(303,995)
992,341
1,962,165

41,222,736

$

924,401
(57,477)

$

866,924




DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM
NOTES TO FINANCIAL STATEMENTS
A. AUTHORIZING LEGISLATION AND NATURE OF ORGANIZATION

The DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM,
(the “Commission”) a body corporate and politic, was created in 1934 by a compact, subsequently
amended and supplemented, between the Commonwealth of Pennsylvania and the State of New
Jersey with the approval of the Congress of the United States. The Commission is authorized and
empowered, in certain cases with Federal Government approval required, to acquire, construct,
administer, operate and maintain such bridges as the Commission deems necessary to advance the
interests of the two States, to issue bonds and other obligations, and to make payment of interest
thereon. The compact provides that Commission indebtedness shall not be deemed to constitute a
debt or liability or a pledge of the faith and credit of the two States or any subdivision thereof.

In 1985 a proposed compact change was enacted and approved by the State of New Jersey that was
similar to the legislation that had been enacted by the Commonwealth of Pennsylvania in 1984.
This proposed compact change received the required consent of the Congress of the United States
in early 1987. The compact, as approved, required the Commission to refinance its bonded
indebtedness. In addition, the Commission was obligated to assume full financial responsibility for
the cost of operating and maintaining the toll supported bridges which were financed by
appropriations from the Commonwealth of Pennsylvania and the State of New Jersey.
Accordingly, on July 1, 1987, the Commission defeased all of its then outstanding bonded
indebtedness. Due to this compact change, the accompanying financial statements include the
operations of the toll supported bridges.

The Commission has jurisdiction for vehicular and pedestrian traffic across the Delaware River
between the Commonwealth of Pennsylvania and the State of New Jersey from the Philadelphia,
Bucks County line to the New York State line. The Commission’s duties include the maintenance
and operations of all the bridges over the Delaware River in its jurisdiction, with the following
exceptions: the New Jersey-Pennsylvania Turnpike Bridge and the Burlington-Bristol Toll Bridge,
both South of Trenton, and the Dingman’s Ferry Toll Bridge north of the Delaware Water Gap.

Effective with the issuance of the 1988 Bridge System and 1-78 Revenue Bonds, and pursuant to
the respective bond resolutions, the financial activity of the 1-78 Bridge was previously reported
separately from the Bridge System. Due to the insubstance defeasance of the 1988 Bridge System
and 1-78 Revenue Bonds, effective with 1992 financial statements, the financial activity of the 1-78
Bridge is included with the Bridge System.

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting
The financial statements of the Commission have been prepared under the economic resources
measurement focus and on the accrual basis of accounting and in accordance with accounting
principles generally accepted in the United States of America, applicable to governmental
proprietary type funds. Revenues are recognized when earned and expenses are recognized
when incurred.

10



DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM
NOTES TO FINANCIAL STATEMENTS

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Governmental Accounting Standards Board (GASB) issued its Statement No. 34, Basic
Financial Statements - and Management’s Discussion and Analysis - for State and Local
Governments, as amended by Statements No. 37, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments: Omnibus - an
amendment of GASB Statements No. 21 and 34, and Statement No. 38, Certain Financial
Statement Note Disclosures. These Statements establish new accounting and financial
reporting requirements for state and local governments throughout the United States. The
Statements provide guidance established for special purpose governments and require
management to include a discussion and analysis of the financial activities of the organization
in addition to the basic financial statements and other required supplementary information. The
Commission implemented this new financial reporting model effective January 1, 2003. The
changes are reflected in the accompanying financial statements, including notes to financial
statements.

GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities that Use Proprietary Fund Accounting, provides proprietary activities
with a choice of authoritative guidance issued after November 30, 1989. The Commission has
elected to follow GASB pronouncements exclusively after that date.

The Commission elected to report year 2003 (the first year of the new financial reporting model
implementation) as a single year.

Revenues
Revenues consist primarily of toll and EZ Pass revenues. Toll revenues are recognized as
received. EZ Pass revenues are recognized when cars with EZ Pass utilize the Commission’s
toll bridges. Proceeds received from the Commission’s EZ Pass transactions are deferred and
recognized as revenue as utilized at the Commission toll bridges. Investment income is
recognized when earned.

Basis of Investments
The Commission has adopted GASB No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools. Under GASB No. 31, investments in equity
securities with readily determinable fair values and all investments in debt securities are
reported at fair value with gains and losses included in the statement of revenues, expenses and
changes in net assets.

Cash and Equivalents
For the purpose of the statement of cash flows, cash includes time deposits, certificates of
deposit and all highly liquid debt instruments with original maturities of three months or less.
Deposits are with contracted depository banks in interest-bearing accounts, which are insured
pursuant to the requirements of Act 72 of the General Assembly of the Commonwealth of
Pennsylvania approved August 6, 1991.

11



DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM
NOTES TO FINANCIAL STATEMENTS
B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fund Groups
In accordance with the Bond Resolution relating to the Bridge System Revenue Bonds, Series
2003, the Commission has established the following funds and accounts:

Construction Fund — Bonds proceeds for project costs.

Revenue Fund — All revenues received by the Commission are deposited in the Revenue Fund.
Not later than the last business day of each month, the Commission shall withdraw from the
Revenue Fund and deposit to the Operating Fund, the amount equal to (i) the amount shown by
the annual operating budget to be necessary to pay current expenses for the ensuing month and
(ii) an amount determined by a Commission Official as being reasonably necessary to pay
current expenses which are expected for such month, after taking into account the amount on
deposit in the Operating Account (including the amount described in clause (i) above), it being
recognized that the annual operating budget may have to be amended accordingly.

Operating Account — Amounts on deposit in the Operating Account are used by the
Commission to pay the Commission’s operating expenses.

Debt Service Fund — Transfers are made from the Revenue Fund to the Debt Service Fund to
provide for the debt service on all series of bonds. Payments are made from the Debt Service
Fund for interest on the Bonds and for principal installments on the Bonds and for the
redemption price for any bonds to be redeemed.

Debt Service Reserve Fund — Transfers are made to this fund from the Revenue Fund in an
amount necessary to meet the Debt Service Reserve Requirement. Amounts held in the Debt
Service Reserve Fund shall be used for the purpose of paying interest on, maturing principal
and mandatory sinking fund redemption price of Debt Service Reserve Fund Bonds whenever
and to the extent that the moneys held for the credit of the Debt Service Fund shall be
insufficient for such purpose.

Reserve Maintenance Fund — The Commission shall transfer from the Revenue Fund on or
before the last business day of each month to the credit of the Reserve Maintenance Fund the
amount shown in the annual capital budget for the ensuing month.

General Reserve Fund — The Commission shall transfer from the Revenue Fund on or before
the last business day of each month (or more frequently if desired) to the credit of the General
Reserve Fund any funds which a Commission Official determines to be in excess of the amount
required to be reserved therein for future transfers to the Debt Service Fund.

Moneys in the General Reserve Fund may be expended by the Commission to restore
deficiencies in any funds or accounts created under the Trust Indenture and, absent any such
deficiency, for any of the following purposes, with no one item having priority over any of the
others:

12



DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM
NOTES TO FINANCIAL STATEMENTS
B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fund Groups (Continued)
(a) To purchase or redeem Bonds;
(b) To secure and pay the principal or redemption price of and any interest on any
Subordinated Indebtness;
(c) To make payments into the Construction Fund;
(d) To fund improvements, extensions and replacements of the System;
(e) As a self-insurance reserve; or
(f) To further any corporate purpose.

The Commission is authorized to apply monies on deposit in the General Reserve Fund for any
of such purposes.

Rebate Fund - is a trust fund, but the amounts therein do not constitute part of the Trust Estate.
Amounts on deposit in the Rebate Fund may be used solely to make payments to the United
States of America under Section 148 of the Internal Revenue Code and to pay costs related to
the calculation of the amounts due. Upon satisfaction of the Commission’s covenants to
calculate and pay Section 148 requirements, any amounts remaining in the Rebate Fund shall be
deposited in the General Reserve Fund.

Net Assets
Restricted
In accordance with the terms of the bond resolution, cash and equivalents of all funds
required under such bond resolution are classified as restricted assets. The amounts by
which the restricted assets exceed the corresponding liabilities they will liquidate are
restrictions of net assets as these excesses are not available for the payment of current
operating expenses. Such net assets are restricted primarily for capital projects.

Unrestricted
The unrestricted net assets represent resources available for current operating expenses in
compliance with legal restrictions.

Capital Assets
Purchased or constructed capital assets are recorded at cost or estimated historical cost.
Infrastructure assets acquired prior to January 1, 2003 are reported primarily at estimated
historical cost using deflated replacement cost. The Commission capitalizes purchases of
property and equipment of $5,000 or more. Depreciation is provided over the estimated useful
lives of the assets using the straight-line method. The estimated useful lives are as follows:

Infrastructure 15-50 years
Vehicles 3-7 years
Office furniture and equipment 7 years

The cost of maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are expensed when incurred.

13



DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM
NOTES TO FINANCIAL STATEMENTS
B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Deferred Bond Costs
Costs related to the issuance of bonds, including legal, printing and financing costs, are
capitalized and amortized by the interest method over the life of the bonds until maturity.

Rounding
Some schedules in the financial statements may have dollar differences due to rounding
adjustments.

C. CASH AND EQUIVALENTS AND INVESTMENTS

General Information
The Commission’s cash and equivalents and investments at December 31, 2003 are
summarized as follows:

Cash and equivalents $ 33,889,739
Investments 137,878,861
Total $ 171,768,600

Deposits

At December 31, 2003, the bank balance of the Commission’s deposits with financial
institutions is categorized as follows:

Carrying Bank
Amount Balance
Amount insured by the FDIC or collateralized with
securities held by the Commission in its name. $ 1,531,034 $ 2,838,987
Amount collateralized with securities held by the
pledging financial institution's trust department in the
Commission's name. 32,289,355 32,289,355
Uncategorized:
Petty cash and collectors' change funds 69,350

$33,889,739 $35,128,342

14



DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM

NOTES TO FINANCIAL STATEMENTS

C. CASH AND EQUIVALENTS AND INVESTMENTS (CONTINUED)

Investments

Pursuant to the 2003 bond resolution, investments made by the Commission are summarized

below. These investments, which are represented by specific identifiable investment securities,
are classified as to credit risk by the three categories described below:

Category 1 - Insured or registered, or security held by the Commission or its agent in the
Commission’s name.

Category 2 - Uninsured and unregistered, with securities held by the counterparty’s trust
department or agent in the Commission’s name.

Category 3 - Uninsured and unregistered, with securities held by the counterparty, or by its
trust department or agent but not in the Commission’s name. These
items are covered by pledged assets which are pooled to secure deposits
of public funds.

Market

Description 1 2 Cost Value

FHDN $ 17,787417 $ $ 17,787,417 $ 17,833,900
FMCDN 16,827,384 16,827,384 16,866,000
FNDN 20,914,005 20,914,005 20,940,000
FNMA 29,201,098 29,201,098 29,254,520
FHLB 22,219,206 22,219,206 22,374,880
FHLMC 24,158,817 24,158,817 24,083,150
FFCB 5,483,750 5,483,750 5,505,330
PA INVEST 1,000,000 1,000,000 1,021,081

$ 137,591,677 $

$ 137,591,677

$ 137,878,861
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DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM
NOTES TO FINANCIAL STATEMENTS

F. PENSION PLAN

Plan Description

The Commission contributes to the Commonwealth of Pennsylvania State Employees’
Retirement System (“the System”). The System is the administrator of a cost-sharing multiple-
employer defined benefit retirement system.  The System was established by the
Commonwealth of Pennsylvania (the “Commonwealth”) to provide retirement, death, and
disability benefits for employees of state government and certain independent agencies. Ad hoc
cost-of-living adjustments are provided at the discretion of the General Assembly. Article II of
the Commonwealth’s Constitution assigns the authority to establish and amend the benefit
provisions of the plan to the General Assembly. The System issues a publicly available
financial report that includes financial statements and required supplementary information for
the retirement plan. That report may be obtained by writing to the Commonwealth of
Pennsylvania State Employees’ Retirement System, 30 North Third Street, P.O. Box 1147,
Harrisburg, PA 17108-1147 or by calling 1-717-787-9657. Employees of the Commission are
required to pay 5% - 6.25% of their salary into the System and the Commission is required to
contribute at an actuarially determined rate. The rate is computed based upon actuarial
valuations on the System’s fiscal year end of December 31, and applied to the Commonwealth
based on its fiscal year end of June 30. Therefore, the employer contribution rate in effect for
the System’s year end of December 31 reflects a blended average of calculated rates. The
contribution requirements of plan members and the Commission are established and may be
amended by the System’s Board of Trustees.

The Commission also has four employees of the Bridge System who participate in the State of
New Jersey Public Employees’ Retirement System. Public Employees’ Retirement System of
New Jersey (the “PERS”) is a part of the Division of Pensions in the Department of the
Treasury, State of New Jersey. The plan is funded annually based on the projected benefit
method with aggregate level normal cost and frozen initial unfunded accrued liability. The
plan, which covers public employees throughout the state, does not maintain separate records
for each reporting unit, and accordingly, the actuarial data for the employees of the Commission
who are members of the plan is not available.

The Commission’s pension contribution for the year ended December 31, 2003 was $41,710,
equal to the required contribution.

G. SELF INSURANCE

The Commission self insures the risk for health insurance claims. Coverage for claims in excess of
$125,000 per person is carried with an insurance company.

H. POSTEMPLOYMENT BENEFITS

The Commission provides certain postemployment life and health insurance benefits to its
employees if they retire while working for the Commission. In accordance with the provisions of
Statement No. 12 of the Governmental Accounting Standards Board, “Disclosure of Information on
Postemployment Benefits Other Than Pension Benefits by State and Local Governmental
Employers,” expenditures for postemployment life and health insurance benefits are recognized on
a pay-as-you-go basis and were approximately $1,074,681 in 2003. Effective April 1, 1995 the
Commission has suspended postemployment life and health insurance benefits for all new hires.
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DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM
NOTES TO FINANCIAL STATEMENTS

H. POSTEMPLOYMENT BENEFITS (CONTINUED)

As of December 31, 2003, ninety-six retired employees were eligible for both life and health
insurance benefits. An additional sixty-two retired employees were eligible for life insurance
benefit only, in a range $2,000 - $4,000 per person.

I. COMMITMENTS AND CONTINGENCIES

After the implementation of the toll rates increase on November 30, 2003 the Trucker Toll Increase
case has been filed in the United States District Court for the Eastern District of Pennsylvania by
the American Trucking Associations, Inc., PA Motor Truck Association, NJ Motor Truck
Association and Roadway Express. A disposition of this matter adverse to the Commission might
materially adversely affect future toll revenues. In the opinion of management, the Commission
should prevail in this litigation.

The Commission is involved in various claims and lawsuits arising in the normal course of
business, including claims for right of way acquisition, handicapped discrimination and hiring
practices. In the opinion of management, the ultimate outcome of these claims and lawsuits will
not have a material adverse effect on the Commission’s financial position.

In 2001 the Commission approved a 10 year, $526 million dollar Capital Improvement Program for
protection, preservation, management and enhancement of the 20 bridges it maintains and operates.
As part of this program, the Commission has entered into various contracts for the initial portion of
this program. At December 31, 2003, the Commission had approved contracts that had not yet
been completed or paid totaling approximately $18 million.

J. ARBITRAGE RULES

The Commission is subject to certain arbitrage rules pursuant to current Federal Income Tax Law
and in accordance with the Trust Indenture. Under these rules, interest earnings on certain
investments of proceeds of the Commission’s bonds are subject to the limitations imposed by the
arbitrage provisions of the Internal Revenue Code. The Commission is required to rebate certain
arbitrage profits on nonpurpose investments at least once every five years. At December 31, 2003
there were no material arbitrage profits subject to rebate.

K. PRIOR PERIOD ADJUSTMENT
The cumulative effect of applying GASB No. 34 has been reported as a restatement of beginning

net assets. A prior period adjustment of $129,657,368 related to capitalization and depreciation of
the capital assets has been recorded resulting in an increase in net assets.

19



SUPPLEMENTARY INFORMATION



112°20Z°6 $  S61vreTl $  9SHYEOY $  1£9°6L99 § 1T $  vITesy $  ISLYETT $  6£L°688°CE $
- - - - - 05€°69 - 05€°69
- - - - - $80°0S ISLYET T 9€8 V8Tl
- - - - - 861°9¥C - 861°9%C
112°20T°6 $  S6L'vyTTl $  9SHre0t $  1€9°6L9°9 $ 1T $  165°LS $ - $  SSE68TTE $
pun pung punj pung pung pun,j pung BIOL
oATISIY QAIISIY ERITNEIN TONONIISUO)) Surrear) gunerdo NUANY
[0 01AI9S 193(] 9901

£00T ‘T€ Joquiadng

SHONVIVE INHTVAINOA ANV HSVO 40 ' TNAIHIS

WHALSAS I9ARIA - NOISSININOD A9AId TTOL INIOL HHAII HIVAVTIA

20

sasuefegq Jusreamby pue yse)) [e10],

spuny 95 ueyo ,SI0JO9[[0D PUE Ysed AN9J
yueg BIAOYOEM
Jueg 19914

Yuey 90IOUIWIO))



DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM

SCHEDULE OF INVESTMENTS

December 31, 2003

Construction Fund

Investment Description Maturity Market
Security Description Face Value Rate Yield Date Cost Value
FHDN 9,000,000 0.000% 133%  08-30-04 $ 8,912,250 $ 8,933,400
FHDN 4,000,000  0.000% 1.44% 11-24-04 3,944,778 3,956,000
FHDN 5,000,000 0.000% 1.44% 11-26-04 4,930,389 4,944,500
FMCDN 6,000,000  0.000% 1.08%  01-27-04 5,990,283 5,995,800
FMCDN 5,000,000 0.000% 1.52% 12-02-04 4,925,431 4,940,506
FMCDN 6,000,000 0.000% 1.50% 12-02-04 5,911,670 5,929,694
FNDN 12,000,000  0.000% 1.10%  03-03-04 11,967,240 11,979,600
FNDN 9,000,000 0.000% 120%  06-02-04 8,946,765 8,960,400
FNMA 5,000,000 1.630% 1.63% 12-15-04 5,000,000 5,001,550
TOTAL CONSTRUCTION FUND $ 60,528,806 $ 60,641,450
Operating Fund
Investment Description Maturity Market
Security Description Face Value Rate Yield Date Cost Value
FHLB 2,000,000 5.250% 5.10%  02-13-04 $ 2,076,280 $ 2,009,380
FHLMC 1,000,000 3.500% 201%  04-19-04 999,063 1,007,190
TOTAL OPERATING FUND $ 3,075,343 $ 3,016,570
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DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM

SCHEDULE OF INVESTMENTS (CONTINUED)

Security Description
PA INVEST
FFCB
FFCB
FHLB
FHLB
FHLB
FHLB
FHLB
FHLB
FHLB
FHLMC
FHLMC
FHLMC

FHLMC
FHLMC
FHLMC

FHLMC

FHLMC
FHLMC

FHLMC
FNMA
FNMA
FNMA
FNMA
FNMA
FNMA
FNMA
FNMA

TOTAL GENERAL RESERVE FUND

TOTAL INVESTMENTS

December 31, 2003
General Reserve Fund
Investment Description
Face Value Rate Yield

1,000,000.00 1.630% 1.24%
1,500,000.00 2.100% 2.10%
4,000,000.00 2.100% 2.27%
3,000,000.00 4.000% 3.83%
2,100,000.00 5.375% 4.95%
2,000,000.00  2.540% 2.54%
4,000,000.00 2.070% 2.59%
4,000,000.00 2.285% 3.10%
2,000,000.00 3.100% 2.80%
3,000,000.00 2.800% 3.22%
4,000,000.00 3.215% 4.83%
1,000,000.00 5.000% 5.85%
2,000,000.00 6.250% 2.07%
2,000,000.00 2.050% 2.05%
2,000,000.00 2.000% 2.00%
3,000,000.00  2.070% 2.07%
2,000,000.00  2.250% 2.25%
3,000,000.00  2.500% 2.05%
2,000,000.00 3.100% 3.10%
2,000,000.00 2.650% 2.65%
4,500,000.00 1.530% 1.53%
2,000,000.00 2.040% 2.04%
3,000,000.00  2.600% 2.60%
2,000,000.00 2.520% 2.52%
2,000,000.00  2.400% 2.50%
4,500,000.00 2.560% 2.56%
4,500,000.00  2.250% 1.99%
1,700,000.00 2.550% 2.55%

Maturity
Date

01-15-04
08-25-05
02-06-06
02-15-05
02-15-06
02-27-06
07-28-06
08-18-06
10-16-06
12-29-06
01-15-04
07-15-04
08-26-05
10-14-05
10-21-05
10-28-05
12-15-05
12-15-05
08-25-06
10-12-06
05-26-05
10-20-05
12-29-05
02-27-06
02-27-06
03-24-06
05-26-06
06-01-06

Market
Cost Yalue
$ 1,000,000 $ 1,021,081
1,500,000 1,506,570
3,983,750 3,998,760
3,006,600 3,085,320
2,171,326 2,241,750
2,000,000 2,014,380
3,965,000 3,986,240
4,000,000 4,008,760
2,000,000 2,005,620
3,000,000 3,023,430
4,116,240 4,005,000
1,043,514 1,027,190
2,000,000 2,009,380
2,000,000 2,004,380
2,000,000 2,005,000
3,000,000 3,006,570
2,000,000 2,000,620
3,000,000 2,989,680
2,000,000 2,021,260
2,000,000 2,006,880
4,500,191 4,497,210
2,000,000 2,004,380
3,000,000 3,007,500
2,000,000 2,004,380
1,995,000 2,013,760
4,500,000 4,514,085
4,505,906 4,508,460
1,700,000 1,703,195
$ 73,987,527 $ 74,220,841

$ 137,591,676

$ 137,878,861
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DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM
SCHEDULE OF ADMINISTRATIVE EXPENSES

Year Ended December 31, 2003

Salaries and wages $ 3,180,845
Social security taxes 219,731
Trustee and paying agents' fees 18,246
Pension contribution 3,352
Group insurance 499,610
Retirees' cost 1,096,106
Unemployment compensation 15,503
Heat, light and power 2,279
Office expenses 285,835
EZ Pass operating expenses 561,036
Operating supplies and expenses 126,752
Travel and meeting expenses 19,198
Educational and conference expenses 104,242
Automotive repairs and expenses 157
Professional services and legal expenses 3,509,648
Advertising 225,707
Insurance 288,280

$10,156,527
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DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM

SCHEDULE OF TOLL SUPPORTED BRIDGE EXPENSES

Year Ended December 31, 2003

Salaries and wages
Social security taxes
Pension contribution
Group insurance
Heat, light and power
Office expense
Operating supplies and expense
Education and conference expenses
Uniforms
Maintenance supplies and expenses
Automotive
Buildings and grounds
Roadways, sidewalks
and approaches
Insurance
Civil claim

Southemn Northern

Division Division

Total Bridges Bridges
$ 2,985,453 $ 1,605,002 $ 1,380,451
224,285 120,805 103,480
3,906 1,699 2,207
729,046 392,668 336,378
73,438 49,893 23,545
18,024 10,587 7,437
78,678 38,600 40,078
498 468 30

7,173 7,997 (824)

7,479 3,471 4,008
5,523 4,200 1,323
48,169 25,138 23,031
828,072 541,410 286,662
15,000 15,000 -
$ 5,024,744 $ 2,816,938 $ 2,207,806
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners of
DELAWARE RIVER JOINT TOLL BRIDGE COMMISSION - BRIDGE SYSTEM

We have audited the financial statements of DELAWARE RIVER JOINT TOLL BRIDGE
COMMISSION - BRIDGE SYSTEM as of and for the year ended December 31, 2003, and have
issued our report thereon dated March 17, 2004. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Compliance

As part of obtaining reasonable assurance about whether DELAWARE RIVER JOINT TOLL
BRIDGE COMMISSION - BRIDGE SYSTEM’S financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, bond resolutions, and compact, 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 DELAWARE RIVER J OINT TOLL BRIDGE
COMMISSION - BRIDGE SYSTEM'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 matters involving the internal
control over financial reporting and its operation that we consider to be material weaknesses. However,
we provided certain recommendations regarding internal control strengthening in a separate letter
addressed to Delaware River Joint Toll Bridge Commission-Bridge System Commissioners dated March
17,2004.

This report is intended solely for the information and use of the Commissioners, management, the
Trustee, others within the Commission and is not intended to be used by anyone other than these

specified parties.
P.e.

P.O. Box 7648 ¢ Princeton, N} 08543-7648 * 609.689.9700 * Fax 609.689.9720

March 17, 2004
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