Intro. Res. No. 1488-2011 Laid on Table 6/7/2011
Introduced by Presiding Officer, pursuant to Rule 3(A)(14) of the Suffolk County Legislature

RESOLUTION NO. 739 -2011, AUTHORIZATION OF
ALTERATION OF RATES FOR NORTH FERRY CO., INC.

WHEREAS, North Ferry Co., Inc. has applied to the Suffolk County Legislature
by a verified petition, pursuant to Article 8 of the Navigation Law and Section 71 of the
Transportation Corporations Law and Section 131-g of the Highway Law of the State of New
York, Chapter 287 (Ferry Service) of the Suffolk County Code and enacted by Local Law No. 7
of 1982 for alteration of its ferry rates for the operating and capital needs of the company; and

WHEREAS, the Legislative Office of Budget Review has submitted its
recommendations on said application to this Legislature and made its recommendations of the
revisions in the rates requested; and

1st RESOLVED, that the verified petition as of May 19, 2011 of the North Ferry Co.,
Inc. is approved and the existing North Ferry Co., Inc. rate schedule is hereby modified as
follows:

REGULAR SCHEDULED SERVICE BETWEEN
SHELTER ISLAND HEIGHTS, NEW YORK AND GREENPORT, NEW YORK

CATEGORY CURRENT RATES PROPOSED RATES
CARS

One-way Car and Driver $9.00 $10.00

Round Trip Car and Driver $13.00 $15.00

SUV Surcharge $1.00 $ Discontinued
PREPAID 10 TICKET DISCOUNT BOOKS (FOR CARS)

Resident One-Way $45.00 $49.00

Resident Round Trip $48.00 $52.00

5-Day Resident Commuter $22.00 $26.00

6-Day Resident Commuter $26.00 $Discontinued

(Use Resident Round
Trip Discount Tickets)

Non-Resident One-Way $57.00 $62.00

Non-Resident Round Trip $72.00 $78.00

5-Day Non-Resident Commuter $28.00 $32.00

6-Day Non-Resident Commuter $33.00 $38.00

PASSENGERS - See Definition

In Vehicles or Walk-Ons $2.00 $2.00

In Commuter Cars $2.00 (one-way) $2.00 (one-way)
$3.00 (round-trip) $3.00 (round-trip)

In Residents Cars $2.00 (one-way) $2.00 (one-way)

$3.00 (round-trip) $3.00 (round-trip)



10 Tokens, Resident $15.00 $15.00

MOTORCYCLES

One-Way including Driver $6.00 $6.00

Round Trip including Driver $8.00 $8.00

BICYCLES

One-Way including Rider $3.00 $3.00

Round Trip including Rider $5.00 $5.00

Round Trip for Work $3.00 per day $15.00 per 5 days
TRUCKS

Each Way:

Two-Axle (includes Boat Trailer,
Light duty Trailer, Limousine and Driver) $11.00 for 1st 18’ $11.00 For 1st 18’
+1.00 per foot over 18’ +1.00 per foot over 18’

Three-Axle $18.00 For 1st 18’ $18.00 For 1st 18’
+1.00 per foot over 18°  +1.00 per foot over 18’

Dump Trucks:
Under 18,000 GVWR $11.00 for 1% 18’ $11.00 for 1% 18’
+1.00 per foot over 18’ +1.00 per foot over 18’

Over 18,000 GVWR

Empty Truck rate by axle Truck rate by axle
Loaded $10.00+%$2.00 per foot $10.00+ $2.00 per foot
Trailer
(More than 4 tires)
Commercial Construction Empty $2.00 per foot $2.00 per foot
Loaded $2.00 per foot $2.00 per foot
Truck-Heavy $75.00 $75.00

(Transit mix, sheet rock, log,
sod, cinder block, tank/water/fuel,
dumpster, roll-off, or other heavy vehicle)

BUSES:

Mini-Bus Car Rates Car Rates

School One-Way $45.00 $45.00
Round Trip $55.00 $55.00

Coach One-Way $70.00 $70.00
Round Trip $95.00 $95.00

HAZARDOUS MATERIALS $100.00 $100.00

(Service on small boats only)
if on large boat, rate is $250.00



Notes — See Exhibit “A”, definitions.
All rates to become effective upon adoption of Resolution

5. FINANCIAL REPORTS AND SUPPORTING INFORMATION

a. Filed herewith as Exhibit “B" are the financial reports for the fiscal years ending
December 31 for the years 2009 and 2010, as required by Chapter 287 (FERRY
SERVICE) of the Suffolk County Code.

6. RELIEF

a. Your Petitioner respectfully requests that the Suffolk County Legislature grant and
authorize the rates set forth in this Petition, pursuant to Section 131(g) of the
Highway Law of the State of New York and Chapter 287 (FERRY SERVICES) of the
Suffolk County Code.

and be it further

2nd RESOLVED, that the rates authorized by this Resolution shall take effect on the
effective date of this Resolution.

DATED: September 15, 2011

EFFECTIVE PURSUANT TO SECTION 2-15(F) OF THE SUFFOLK COUNTY CHARTER,
RETURNED BY THE COUNTY EXECUTIVE UNSIGNED SEPTEMBER 30, 2011



SUFFOLK COUNTY
County Legislature
RIVERHEAD, NY

This is to Certify That I, TIM LAUBE, Clerk of the County
Legislature of the County of Suffolk, have compared the foregoing copy of
resolution with the original resolution now on file in this office, and

which was duly adopted by the County Legislature of said County on
.September 15,2011 and that the same is a true and

correct transcript of said resolution and of the whole thereof.
In ‘Witness Whereof, I have hereunto set my hand and the

official seal of the County Legislature of the County of Suffolk.

T Jod

Clerk of the Legislature
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Res. No. 7 :57(;

Motion:
m e, Schneiderman, Browning, Muratore, Anker
Eddington, Montano, Cilmi, Lindsay, Viloria-Fisher, Barraga,

Kennedy, Nowick, Horsley, Gregory, Stern, D'Amaro, Cooper

Second:

Romaine, San, Browning, Muratore, Anker

Eddington, Montano, Ciimi, Lindsay, Viloria-Fisher, Barraga,

Kennedy, Nowick, Horsley, Gregory, Stem, D'Amaro, Cooper

September 15, 2011

Co-Sponsors:

Romaine, Schneiderman, Browning, Muratore, Anker
Eddington, Montano, Cilmi, Lindsay, Viloria-Fisher, Barraga,

Kennedy, Nowick, Horsiey, Gregory, Stem, D'Amaro, Caoper

LD Legislator Yes| No |Abs! NP | R MOTION

1 |Edward P. ROMAINE _&Approve

2 |Jay H. SCHNEIDERMAN Table:

3 |Kate M. BROWNING ____ Send To Committee

4 [Thomas MURATORE ____ Table Subject To Call

6 |Sarah S. ANKER ___ Lay On The Table

7 |Jack EDDINGTON ___Discharge

9 |Ricardo MONTANO ____ Take Out of Order

10 {Thomas CILMI __ Reconsider

11 |Thomas F. BARRAGA ____WaiveRule ____

12 |John M. KENNEDY, JR. ____Override Veto

13 |Lynne C. NOWICK ____Close

14 |Wayne R. HORSLEY ____Recess

15 {DuWayne GREGORY

16 |Steven H. STERN APPROVED;{_ FAILED___ _
17 |Lou D'AMARO No Motioﬁ No Second

18 |Jon COOPER _ |

5 |Vivian VILORIA-FISHER, D.P.O, ff’éEéé"r.t}ﬂouJ DECLAREIH
8 |William J. LINDSAY, P.O. g ~_ ADOPTED

Totals«/ ‘k NOT ADOPTED

un Zade

Tim Laube, Clerk of the Legislature

Roll Call___ Voice Vote / (



Law Wéazs LD/
Thomas C. cSsta&'eagé & a%aocéatss, RLLC

18 st Street
Rloerhead, New Yok 1901-0407
(631) 727-1515

THOMAS C. SLEDJESKI
BRIAN A. ANDREWS

May 16, 2011

Suffolk County Legislature
William H. Rogers Building

725 Veterans Memorial Highway
Smithtown, New York 11787

Re:  North Ferry Co., Inc.

Dear Sir/Madam:
Enclosed please find the Verified Petition of Bridgford Hunt and supporting documents
associated with the North Ferry Co.’s request for a rate increase.

Please feel free to call if you have any questions. Thank you for your attention to this
matter.

TCS/jme
Encls.




PETITION

TO THE COUNTY LEGISLATURE OF THE COUNTY OF SUFFOLK
1. NATURE OF APPLICATION

a. This application is made pursuant to Section 131 (g) of the Highway Law of the
State of New York, Section 71 of the Transportation Corporation Law of the State of New York,
Article 8 of the Navigation Law of the State of New York, and Chapter 287 (FERRY SERVICE)
of the Suffolk County Code as enacted by Local Law No.7 of 1982.

b. Pursuant to Section 131 (g) of the Highway Law of the State of New York, the

New York State Legislature has empowered the Suffolk County Legislature to grant alterations

in ferry rates upon the application of the ferry operator, for ferries operating wholly within
Suffolk County.

c. Petitioner is seeking relief from the Suffolk County Legislature to provide for an
alteration in its existing ferry rates, which will be applicable to the Petitioner's vehicle and

passenger ferry service operating between Shelter Island Heights, New York, and Greenport,
New York.

2. PERTINENT FACTS CONCERNING THE PETITIONER

a. Petitioner is a for-profit Transportation Corporation organized under the Laws of
the State of New York, and has been and remains in good standing under said laws, and is
authorized to do business in the State of New York.

b. Petitioner is duly licensed by the Suffolk County Legislature to operate a vehicle
and passenger ferry between Shelter Island Heights, New York and Greenport, New York
pursuant to Section 71 of the Transportation Corporations Law of the State of New York, Article
8 of the Navigation Law of New York State, and Chapter 287 (FERRY SERVICE) of the
Suffolk County Code, enacted by Local Law No.7 of 1982.

3. PRESENT FARE STRUCTURE

a. Petitioner has been authorized in its present fare structure pursuant to Resolution
No. 1187-2008, approved December 22, 2008. Petitioner has before the Legislature Resolution
that addresses the operating and capital needs of the Company,
Resolution increases the cash one way, round trip and discounted fares and

eliminates the SUV surcharge. The CURRENT column refers to fares prior to the anticipated
adoption of Res .




4. PROPOSED FARE STRUCTURE

a. Petitioner requests an alteration of the ferry rates and fares authorized as follows:

REGULAR SCHEDULED SERVICE BETWEEN

SHELTER ISLAND HEIGHTS, NEW YORK AND GREENPORT, NEW YORK
_"——""-'—-"-——-———-—-—-’———_._______________,___—____

CATEGORY CURRENT RATES PROPOSED RATES

CARS

One Way Car and Driver $ 9.00 3 10.00

Round Trip Car and Driver $ 13.00 $ 15.00

SUYV Surcharge $ 1.00 $ Discontinued

PREPAID 10 TICKET DISCOUNT BOOKS (FOR CARS)

Resident One Way $ 45.00 b 49.00

Resident Round Trip $ 48.00 $ 52.00

5-day Resident Commuter $ 22.00 $ 26.00

6-day Resident Commuter $ 26.00 $ Discontinued

(Use Resident Round
Trip Discount Tickets)

Non-Resident One Way b 57.00 $ 62.00

Non-Resident Round Trip $ 72.00 $ 78.00

5-Day Non-Resident Commuter $ 28.00 $ 32.00

6-Day Non-Resident Commuter $ 33.00 $ 38.00

PASSENGERS - See Definition

In Vehicles or Walk-Ons $ 2.00 $ 2.00

In Commuter Cars $ 2.00 (one-way) $ 2.00 (one-way)
$ 3.00 (round-trip) $ 3.00 (round-trip)

In Resident Cars $ 2.00 (one-way) $ 2.00 (one-way)
$ 3.00 (round-trip) $ 3.00 (round-trip)

10 Tokens, Resident $ 15.00 $ 15.00

MOTORCYCLES

One Way Including Driver b 6.00 $ 6.00

Round Trip Including Driver ¥ 8.00 $ 8.00

BICYCLES

One Way Including Rider $ 3.00 $ 3.00

Round Trip Including Rider 3 5.00 $ 5.00

Round Trip For Work $ 3.00 per day 3 15.00 per § days



TRUCKS
Each Way:

Two-Axle (includes boat
trailer, light duty trailer,
limousine and driver

Three-Axle

Dump Trucks:
Under 18,000 GVWR

Over 18,000 GVWR

Empty
Loaded

Trailer
(More than 4 tires)

Commercial construction Empty

Truck-Heavy

(Transit mix, sheet rock, log, sod,
cinder block, tank/water/fuel,
dumpster, roll-off or other heavy

vehicle)

BUSES

Mini-Bus

School One Way
Round Trip

Coach One Way
Round Trip

HAZARDOUS MATERIALS

(Service on small boats only
If on large boat, rate is $250.00)

$ 11.00 for 1° 18"
+1.00 per foot over 18

$  18.00 for 1*18’
+1.00 per foot over 18'

$ 11.00 for 1 18
+1.00 per foot over 18'

Truck rate by axle
$10.00 + $2.00 per foot

$ 2.00 per foot
$ 2.00 per foot

$ 75.00
Car Rates

$ 45.00
$ 55.00
$ 70.00
$ 95.00
$ 100.00

Notes - See Exhibit "A", definitions.
All rates to become effective upon adoption of Resolution

5 11.00 for 1*'18'
+1.00 per foot over 18’

$ 18.00 for 1** 18
+1.00 per foot over 18'

$ 11.00 for 1* 18’
+1.00 per foot over 18'

Truck rate by axle
$ 10.00 + $2.00 per foot

$ 2.00 per foot
$ 2.00 per foot
$ 75.00

Car Rates

$ 45.00

$ 55.00

$ 70.00

$ 95.00

$ 100.00



3. FINANCIAL REPORTS AND SUPPORTING INFORMATION

a. Filed herewith as Exhibit "B" are the financial reports for the fiscal years ending
December 31 for the years 2009 and 2010, as required by Chapter 287 (FERRY SERVICE) of
the Suffolk County Code.

6.  RELIEF

a. Your Petitioner respectfuily requests that the Suffolk County Legislature grant
and authorize the rates set forth in this Petition, pursuant to Section 131(g) of the Highway Law
of the State of New York and Chapter 287 (FERRY SERVICE) of the Suffolk County Code.

Dated: /¥Ry /4, Q077
Shelter Island Heights, New York

NORTH FERRY CO., INC.
B /\é/
Bridgfon;d/ Hunt
General Manager
YERIFICATION
STATE OF NEW YORK )
) ss.:
COUNTY OF SUFFOLK)

I, Bridgford Hunt, being duly sworn, depose and say:

I am the General Manager for North Ferry Co., Inc., the Petitioner in this
proceeding. I have read the foregoing Petition and know the contents thereof, and the same is
true to my own knowledge, except those matters therein stated to be alleged on information and
belief, and as to those matters, I believe them to be true.

=

Bridgférd Hunt

Swormn to before me this
/¢ tA day of May, 2011
Mﬁtu % éfﬂ[&g’/

JEANNE M. COAKLEY
NOTARY PUBLIC, STATE OF NEW YORK
wmg'sﬂ&mxmw
COMMISSION EXPIRES 12242011



SCHEDULE A DEFINITIONS

Cars are vehicles under twenty two (22) feet. This class also includes pick-up trucks or
passenger vans less than twenty two (22) feet long. Modified vehicles with changes to the body
width or height (excluding roof racks) or profile and vehicles with more than four (4) wheels
are not eligible for the use of discount or commuter tickets.

Resident Round Trip tickets are not accepted for trips originating in Greenport,
Resident one-way tickets may be used for that purpose.

Round Trip means same business day, which is from our first boat until our last boat
that day.

Shelter Island Resident: A Shelter Island property owner, or a person with a New
York State Driver's license with a Shelter Island address, or a residential leaseholder with a
lease term of a minimum of ten (10) months. Qualified resident commuters will be issued a
resident identification certificate or other validation to be shown or displayed when commuting.
Resident commuter tickets may also be purchased by validated employees of a Shelter Island-
based business.

Passengers: A person of ten (10) years of age or older riding in a vehicle or as a walk
on. Passengers who are working and accompanying a driver with a commuter ticket will be
granted a discounted same day round-trip fare of $3.00. Also, passengers in cars accompanying
Shelter Island Residents (as defined above) using resident discount round trip tickets (and
initiating their journey from Shelter Island) will also be entitled to the same discounted $3.00
round trip fare. Shelter Island Residents may also use a discount passenger token in a vehicle or
as a walk-on.

Discount Tickets which are sold only in the office are valid until December of the year
following purchase. Expiring tickets may be renewed for an additional year if presented within
three (3) months of their expiration.

Non Resident Commuters can purchase a ticket (on the boats Monday or Tuesday and
in the office through Wednesday) which entitles them to ten (10) or twelve (12) crossings
during the course of the week starting Monday morning and ending Sunday night,

Resident Commuters can purchase a ticket which entitles them to ten (10) crossings
during the course of the week starting Monday morning and ending Sunday night. Resident
commuter tickets can be purchased by validated employees of the Shelter Island based
businesses. Resident Commuters desiring more trips may purchase Resident Round Trip
Discount Tickets at the same price per trip as a ten (10) crossing ticket.

Bicycle Commuters who travel to work on bicycles are eligible to buy a weekly
commuter ticket. These tickets may only be used when traveling by bicycle or in a vehicle
using a commuter ticket.

Shelter Island Resident Trucks on Account will be discounted by twenty percent
(20%) for Non-Municipal accounts only.



NORTH FERRY CO.,, INC.
Financial Statements

Years ended December 31, 2009 and 2008



NORTH FERRY CO., INC.

Financial Statements
Years ended December 31, 2009 and 2008
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. 625 Grove Street
If_’iﬂ?},"fi_g-MEu}? 19 &__G?ee,“.?’ P.C. Braintree. MA 02184
CERTIFIED PUBLIC ACCOUNTANTS Phone (781) 356-4800

Fax (781) 356-5800

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors
North Ferry Co., Inc.
Shelter Island Heights, New York

We have audited the accompanying balance sheets of North Ferry Co., Inc. (the "Ferry") as of
December 31, 2009 and 2008 and the related statements of income, changes in stockholders
equity, and cash flows for the years then ended. These financial statements are the responsibility
of the Ferry’s management. Our responsibility is to express an opinion on these financial
statements based on our audits,

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits 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 belleve that our audits provide 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 the Ferry as of December 31, 2009 and 2008 and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

LEONARD, MULHERIN & GREENE, P.C.
Braintree, Massachusetts

April 8, 2010



NORTH FERRY CO.,, INC.

\ PR o
Balance Sheets
December 31, 2009 and 2008
2009 2008
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 874,476 $ 983,576
Accounts receivable 94,390 67,921
_Prepald expenses 95,344 101,868
Total current assots 1,064,210 1,153,365
PROPERTY, PLANT AND EQUIPMENT, at cost,
net of accumulated depreciation 5,720,201 6,288,578

OTHER ASSETS
Deposits 5,672 5,672
Total assots $ 6,790,083 $ 7447815
LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES
Accounts payable, trade $ 61,284 $ 109,053
Dividend payable 100,000 100,000
Accrued expenses 197,963 193,998
Accrued transportation tax 23,037 .
Deferred tax liability 27,444 39,347
Mortgage notes payable, current maturities 223,263 190,815
Deferred revenue 246,540 244,802
Total current liabilities 879,531 878,015
LONG-TERM LIABILITIES
Accounts payable, affiliate 149,150 179,614
Mortgage notes payable, less current maturities 4,455,881 4,975,206
Total liabllities 5,484,562 6,032,835
COMMITMENTS AND CONTINGENCIES
STOCKHOLDER'S EQUITY
Common stock, no par value, 2,000 shares authorized,

issued and outstanding 40,000 40,000
Retained eamnings 1,265,521 1,374,780
Total stockhoider's equity 1,305,621 1,414,780
Total llabilities and stockholder's equity $ 6,790,083 $ 7447615

The accompanying notes are an integral part of these financial statements.



NORTH FERRY CO., INC.

Statements of Income
Years ended December 31, 2009 and 2008

Moo 7N DS IRA Y ORI T

2009 2008
REVENUE $ 5,189,252 §$ 5,499,530
OPERATING EXPENSES
Payroll and related costs 3,157,456 3,118,920
Overhead costs 1,009,214 1,036,766
Other operating costs 510,378 846,795
Repairs and maintenance 223,927 189,398
State use tax 3,849 -
State transportation tax 27,654 24,324
Total operating expenses 4,932,476 5,215,203
INCOME FROM OPERATIONS 256,776 284,327
OTHER INCOME (EXPENSE)
Interest income $,633 6,357
Miscellaneous income 16,007 19,061
Gain on sale of M/V Shelter Island 40,000 -
Interest expense (330,413) (338,735)
Total other expense (268,773) (313,317)
Net loss before federal income taxes (11,997) {28,990)
FEDERAL INCOME TAX BENEFIT {2,738) (22,382)
NET LOSS $ (9,259) $ (6,608)

The accompanying notes are an Integral part of these financial statements.



NORTH FERRY CO.,, INC,

£a-
Statements of Changes in Stockholder's Equity
Years ended December 31, 2009 and 2008
Commeon Retained
Stock Eamnings Total
Balance, December 31, 2007 3 40,000 $ 1,481,388 1,521,368
Dividend declared December 13, 2008 - (100,000) {100,000)
Net loss for the year ended
December 31, 2008 - (6,608) (8,608)
Balance, December 31, 2008 $ 40,000 $ 1,374,780 1,414,780
Dividend declared December 12, 2009 - (100,000) (100,000)
Net loss for the year ended
December 31, 2009 - (9,259) {9,259)
Balance, December 31, 2009 $ 40,000 $ 1,265,521 1,305,521

The accompanying notes are an integral part of these financlal statements.



NORTH FERRY CO,, INC.

HOVEH ST TR

Statements of Cash Flows
Years ended December 31, 2009 and 2008

2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss
to net cash provided by operating activities
Depreciation
Deferred tax benefit
Gain on sale of M/V Shelter Island
(Increase) decrease in asset accounts
Accounts receivable
Prepaid expenses
Increase (decrease) in liability accounts
Accounts payable, trade
Accounts payable, affiliate

$ {9,259) $ (6.608)

631,213 647,411
(11,903) (28,078)
(40,000) .
(26,469) (4,917)
6,524 1,301

(47,769) (273,370)
(30,464) 141,442

Accrued expenses 3,965 22,652
Accrued transportation tax 23,037 -
Deferred revenue 4,738 16,994

500,613 516,827

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Proceeds from sale of M/V Shelter Island

(62,836)  (1,853,261)
40,000 -

Net cash used in Invostlm actlvities

(22,836)  (1.853,261)

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of mortgage notes payable
Dividend paid

(4886,877) (181,704
{100,000) {100,000)

Net cash used In financing activities

(586,877) (281,704)

Net decrease in cash
Cash and cash squivalents, beginning of year

(109,100)  (1,618,138)
983,576 2,601,714

Cash and cash equivalents, end of year

$ 874476 $ 983576

SUPPLEMENTAL DISCLOSURES

Cash paid during the year for
Interest $ 330,988 3 338,881
Income taxes $ - $ -

The accompanying notes are an integral part of these financial statements.



NORTH FERRY CO,, INC,

Notes to Financial Statements
December 31, 2009 and 2008

1 - NATURE OF ORGANIZATION

North Ferry Co., Inc. (the "Femrry") was incorporated in November 1979 for the purpose of
operating and maintaining ferry service between Shelter Isiand and Greenport, New York. The
Ferry is a wholly-owned subsidiary of the Shelter Island Heights Property Owners Corporation
("P.O.C").

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basls of Accounting and Presentation

The Ferry's financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America.
These financial statements may be used only in connection with the consolidated financial
statements of P.O.C. and its subsidiary.

Cash and Cash Equlvalents
For the purpose of the Statements of Cash Flows, the Ferry considers all highly liquid
investments with an initial maturity of three months or less to be cash equivalents.

Property, Plant and Equipment

Property, plant and equipment are recorded at cost. Additions, renewals and betterments of
property, plant and equipment are capitalized, unless of a relatively minor amount.
Expenditures for repairs and maintenance are expensed as incurred. Depreciation is calculated
using straight-line and accelerated methods over the useful life of the assets, ranging from 3 to
39 years.

Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from outstanding
balances. The Ferry extends credit terms to certain accounts for ferry services. These
accounts include municipalities, school districts, utilities, and local businesses. The Ferry
considers all accounts receivable at December 31, 2009 and 2008 to be fully collectible.
Accordingly, no allowance for doubtful accounts has been recorded.

Accounts Payable, Affiliate

Accounts payable, affiliate, represents amounts due to the Ferry's parent company, P.O.C.
Each company pays certain common expenses that benefit both companies, such as
administrative payroll and benefits, payroll taxes, telephone, insurance, office expenses, etc.
The common expenses are allocated to each company on a monthly basis, based on an
estimate of usage. Intercompany balances are non-interest bearing.

Deforred Rovenue
Deferred revenue represents monies collected in advance for ferry tickets that have not yet

been redesmed.

Advertising

The Ferry expenses advertising costs as incurred. Advertising expenses primarily consist of
public relations expenses and totaled $1,499 and $4,882 for the years ended December 31,
2009 and 2008, respectively.



NORTH FERRY CO.,, INC,

Notes to Financial Statements
December 31, 2009 and 2008

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Federal Income Tax

The Ferry accounts for income taxes in accordance with accounting principles generally
accepted in the United States of America which requires recognition of deferred tax liabilities
and assets for the expected future tax consequences of events that have been included in the
financial statements or tax returns. Under this “liability” method, deferred tax liabilities and
assets are determined based on the temporary differences between the financial statement and
tax bases of assets and liabilities by applying enacted statutory tax rates applicable to future
years in which the differences are expected to reverse.

The Ferry also accounts for uncertainty with regard to income taxes in accordance with
generally accepted accounting principles. The Ferry is not aware of any material unrecognized
tax benefits or adjustments to liabilities or operations that would be required as of December 31,
2009,

The Ferry's tax returns for the years ended December 31, 2006 through 2009 are subject to
examination by the Internal Revenue Service and state tax authorities, although no such
examinations have been initiated as of the date of the Auditors’ Report.

Use Tax
The Ferry incurs a use tax payable to the State of New York based on items purchased outside
of New York for use within the state. The total use tax for the year ended December 31, 2009

totaled $3,849.

Transportation Tax
The Ferry Incurs a transportation tax payable to the State of New York based on gross
transportation revenue. Transportation tax totaled $27,654 and $24,324 for the years ended

December 31, 2009 and 2008, respectively.

Fair Value Measurements

Effective January 1, 2009, the Ferry adopted the provisions of generally accepted accounting
principles with regard to fair value measurements of financial assets and financial liabilities, and
for fair value measurements of non-financial items that are recognized and disclosed at fair
value in the financial statements on a recurring basis. The provisions define fair value as the
price that would be received in selling an asset or paid in transferring a liability in an orderly
transaction between market participants at the measurement date. The provisions also
establish a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. Adopting these provisions did not result in any change in the measurement
of the carrying value of any of the Ferry’s financial assets or liabilities.

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.

Subsequent events
The Ferry evaluated events that occurred after December 31, 2009, the balance sheet date, but
before the date the financial statements were available to be issued, April 6, 2010, for potential
recognition or disclosure in the financial statements. The Ferry did not identify any subsequent
events that had a material effect on the accompanying financial statements.

7



NORTH FERRY CO,, INC.

Notes to Financial Statements
December 31, 2009 and 2008

3 - PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are summarized below:

Asset Cost 2009 2008
Ferry boats and boat improvements $ 7,482,541 § 7,726,283
Engines and equipment 1,271,254 1,237,083
Leasehold improvements 1,908,277 1,894,157
Office building 270,962 270,862
Furniture, fixtures and office equipment 95,887 82,342
Web site 4,800 4,800
$ 11,034,721 $ 11,215,627
Accumulated Depreclation 2009 2008
Ferry boats and boat improvements $ 2,855,808 $ 2,451,348
Engines and equipment 1,356,655 1,277,836
Leasehold improvements 1,147,982 1,054,086
Office building 73,425 66,477
Furniture, fixtures and office equipment 78,196 74,909
Web site 2,454 1,493

$ 6,314,620 $ 4,927,049

Leasehold improvements categorized above include ramps, slips, approaches and buildings.

For the years ended December 31, 2009 and 2008, depreciation expense totaled $631,213 and
$647,411, respectively.

4 - LINE OF CREDIT

The Ferry has established a $200,000 revolving line of credit agreement with Bridgehampton
National Bank. Interest is payable at the bank's prime rate plus one (3.25% at December 31,
2009) but not less than 5.5%, and principal is payable on demand. The line of credit is secured
by all business assets of the Ferry. As of December 31, 2009 and 2008, there were no amounts
outstanding under the line of credit agreement.

§ - MORTGAGE NOTES PAYABLE

At December 31, 2009 and 2008, the Ferry was obligated for the following mortgage notes
payable:

2009 2008
$2,000,000 mortgage note payable, Bridgehampton
National Bank, interest at 6.5%, due December 2027,
payable in monthly instaliments of principal and interest of
$13,504, secured by M/V Manhansett, four other ferry
boats, slips, accounts receivable, fixtures and other assets. $1,635,599 $1,966,804



NORTH FERRY CO., INC.

Notes to Financial Statements
December 31, 2009 and 2008

5 - MORTGAGE NOTES PAYABLE (continued)
2009 2008

$2,300,000 morgage note payable, Bridgehampton

National Bank, interest at 6.4%, due December 2017,

payable in monthly instaliments of principal and interest of

$16,272, secured by M/V Mashomack, three other ferry

boats, slips, commercial real estate, accounts receivable,

fixtures and other assets. 1,220,040 1,333,256

$2,000,000 mortgage note payable, Bridgehampton

National Bank, interest at 6.4% due April 2025, payable in

monthly installments of principal and interest of $13,379,

secured by M/V Menantic, four other ferry boats, slips,

accounts receivable, fixtures and other assets. 1,823,505 1,865,871
4,679,144 5,166,021

Less current maturities 223,263 190,815
$4,455,881 $4,075,206

Future principal maturities are due as follows for the years ending December 31:

2010 $ 223,263
2011 238,039
2012 253,793
2013 270,590
2014 288,499
015 and thereafte 3,404,960
$4,679,144

The Ferry incurred interest costs of $330,413 and $338,735 during the years ended December
31, 2009 and 2008, respectively.

6 — PENSION PLAN

Effective January 1, 1895, the Ferry adopted a 401(k) deferred compensation plan (the "Plan")
in association with its parent company, P.O.C. All employees who are at least 18 years of age
are eligible to participate in the Plan. Participants may defer up to 10% of their annual
compensation and contributions by the Ferry to the Plan are at management's discretion. For
the years ended December 31, 2009 and 2008, the Ferry made no contributions to the Plan.

Effective January 1, 1989, the Ferry adopted a defined contribution benefit plan in association
with its parent company (P.0.C.).

The Ferry's pension contributions are computed at 10 - 13% of wages (depending on position)
up to annual compensation limits as outlined in the Plan. To be eligible for Plan contributions,
an employee must have attained the age of 18 and completed at least six months with 1,000
hours of service. For the years ended December 31, 2009 and 2008, contributions to this Plan
totaled $202,872 and $192,457, respectively.



NORTH FERRY CO., INC.

Notes to Financial Statements
December 31, 2009 and 2008

7 - FEDERAL INCOME TAX EXPENSE (BENEFIT)

The provision for income tax expense (benefit) is as follows for the years ended December 31:

2009 2008
Current $ 3,776 $ 5696
Prior year underpayments 5,389 -
Deferred (11,903) (28,078)

$ (2,738) $(22,382)

The deferred tax liabilities of $27,444 at December 31, 2009 and $39,347 at December 31,
2008, represent the future federal income tax liabilities relative to the Ferry’s use of accelerated
depreciation methods for income tax purposes.

8 - RELATED PARTY TRANSACTIONS

The Ferry engages in a variety of activities with its parent company, Shelter Island Heights
Property Owners Corporation ("P.0.C"). The companies share certain common expenses, such
as administrative payroll and benefits, payroll taxes, telephone, insurance, office expenses, elc.
Additionally, the Ferry leases docks, slips, ramps, land, terminal buildings, an engineering
building and a parking area from P.O.C.

Activities between the companies consisted of the following for the years ended December 31:

2009 2008
201,870  $190,948

Rent paid to P.O.C. by Ferry

Expenses incurred by Ferry billed to P.O.C. 147,647 $ 164,492

Expenses incurred by P.0.C. billed to Ferry 75,362 § 78,801

Balance due to P.O.C. from Ferry 149,150 $179,614

@ o e o o

Dividend paid by Ferry to P.O.C. 100,000 $ 100,000

9 — COMMITMENTS AND CONTINGENCIES

Concentration of Credit Risk

The Ferry maintains its cash in two commercial banks located in New York. The bank accounts
are guaranteed by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per bank
per depositor. One of the banks that maintains the Femry’s cash balances also participates in
the Transaction Account Guarantee Program, which temporarily provides separate unlimited
FDIC coverage on deposits held in non-interest bearing accounts through June 30, 2010. Cash
balances in excess of FDIC limits totaled $243,001 at December 31, 2009.

10



NORTH FERRY CO., INC.

Notes to Financial Statements
December 31, 2009 and 2008

9 - COMMITMENTS AND CONTINGENCIES (continued)

Leases

The Ferry leases land and buildings from P.O.C. at a combined annual base rent of $33,223 per
year. Additionally, the Ferry also leases from P.0O.C. the premises commonly known as the
ferry docks, slips, ramps, terminal, parking facility and approaches at a base rent of $114,029
per year. The leases allow for an annual adjustment based on the Consumer Price Index and

expire in 2021,

The Fenry also leases land at the ferry terminal in Greenport, New York, that contains ferry slips,
a ferry house and bulkhead from the Long Island Railroad Company, a division of the
Metropolitan Transportation Authority, through August 2021.

Rent expense totaled $238,075 and $225,930 for the years ended December 31, 2009 and
2008, respactively.

Future lease commitments on all lease obligations are as follows for the years ending
December 31:

2010 $ 168,900
2011 169,987
2012 171,210
2013 173,274
2014 174,679
Thereafter 1,162,666

$ 2,020,616
Legal Matters

The Ferry is party to claims arising in the normal course of business. While the uitimate
resolution of these claims or proceedings against the Ferry cannot be predicted with certainty,
management does not expect that these matters would have a materially adverse effect on the
Ferry's financial position or results of operations and that any potential damages would be
covered by insurance.

Union Contract

Employees of the Ferry are subject to the terms and conditions of a collective bargaining
agreement between the North Femy Co., Inc. and Local 333, United Marine Division,
International Longshoremen's Association, AFL-CIO. The agreement was renewed on January
8, 2007 and expires on January 5, 2011. The revised agreement added a longevity clause
whereby employees receive a longevity bonus based on years of service. The amended
agreement also established a wage increase for operators, pursers and engineers.

Licensing

The Suffolk County Legislature granted the North Ferry Co., Inc. a license to operate a public
ferry service between Greenport and Shelter Island Heights, New York. The license covers a
five-year period and was renewed in June 2008.

10 - SALE OF FERRY BOAT

During 2009, the Ferry sold one of its boats, the M.V. Shelter Island. As a result of this sale, the
Ferry recognized a gain totaling $40,000, which is included in the accompanying Statements of
income.

11



. 625 Grove Street
o I e e A28
CERTIFIED PUBLIC ACCOUNTANTS Phone (781) 356-4800

Fax (781) 356-5800

REPORT ON SUPPLEMENTAL INFORMATION

To the Board of Directors
North Ferry Co., inc.
Shelter 1sland Heights, New York

The report on our audits of the basic financial statements of North Ferry Co., Inc. for the years
ended December 31, 2009 and 2008 appears on page one. These audits were conducted for
the purpose of forming an opinion on the basic financial statements taken as a whole. The
supplemental information contained on pages 13 and 14 is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has not
been subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on it.

Leorard, Mulberin & Greere, D.C.

Leonard, Mulherin & Greene, P.C.
Braintree, Massachusetts

April 6, 2010
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NORTH FERRY CO., INC,

Schedules of Revenue
Years ended December 31, 2008 and 2008
{(Unaudited)

X

2009 2008

REVENUE
One-way $ 1,489,334 $ 1,531,470
Round trip 1,357,369 1,375,688
Passenger 1,004,514 1,022,784
Trucks 790,674 948,074
Commuter, five day 392,580 438,178
Commuter, six day 81,804 106,948
Bicycles 58,079 61,093
Sport Utility Vehicles 14,908 15,295

$ 5,189,252 $ 5,499,530

See Report on Supplemental Information.
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NORTH FERRY CO., INC.

S ACAIVIIN PRI DCTI 2P 12 ARV, DA e AN S P TIN, * ARSI, T}

Schedules of Expenses
Years ended December 31, 2009 and 2008
(Unaudited)
2009 2008

EXPENSES
Payroll snd reisted costs
Payroil

Boat crew $ 1,749,659 $ 1,769,582

Management and office 319,774 255,881

Maintenance 245,124 248,315
Heaith, dental and life insurance 442,112 481,424
Pension 202,872 192,457
Payroll tax 186,837 177,349
Uniforms 11,078 14,112
Total payroil and related costs $ 3,157,456 $ 3,118,920
Overhead Costs
Depreciation $ 631,213 ¥ 647411
Rent 238,075 225,930
Insurance 139,926 162,425
Total overhead costs $ 1,008,214 $ 1035766
Other Operating Costs
Fuel, oil, grease H 299,869 $ 591245
Boat supplies 66,217 73,505
Tickets, office, postage §1,672 56,647
Professional and regulatory fees 48,050 62,862
Utilities 28,449 32,994
Auto damages 9,599 4,446
Entertainment, travel, seminars 5,390 10,919
Advertising 1,499 4,882
Automotive 861 2,959
Miscellaneous 770 6,336
Total other operating costs $ 510,376 $ 846,795
Repairs and maintenance
Waterfront maintenance $ 80,700 $ 69,372
"Mashomack” 42,202 35,830
"Menantic” 39,659 32,368
"Manhasset" 35,670 5,912
"Islander” 13,371 14,022
"Greenport” 9,019 11,666
Ferry house and office 3,306 8,916
"Shelter Island" - 7,242
Road maintenance - 4,070
Total repairs and maintenance $ 223,927 $ 189,398

See Report on Supplemental Information,
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5 625 Grove Street
Leonard, Mulherin & Greene, P.C. Braintree, MA 02184

Phone (781) 356-4800
CERTIFIED PUBLIC ACCOUNTANTS Fax (781) 356-5800

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors
North Ferry Co.,, Inc.
Shelter Island Heights, New York

We have audited the accompanying balance sheets of North Ferry Co., Inc. (the "Ferry™) as of
December 31, 2010 and 2009 and the related statements of income, changes in stockholder's
equity and cash flows for the years then ended. These financial statements are the responsibility

of the Ferry's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits In accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits 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 assassing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide 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 the Ferry as of December 31, 2010 and 2009 and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

LEONARD, MULHERIN & GREENE, P.C.
Braintree, Massachusetts

May 4, 2011



NORTH FERRY CO., INC.

Balance Sheets
December 31, 2010 and 2009

2010 2009

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 661,583 $ 874,476
Accounts receivable 72,640 94,380
Prepaid expenses 105,342 95,344
Other current assets 2,200 -
Total current asseots 741,765 1,064,210
PROPERTY, PLANT AND EQUIPMENT, at cost,

net of accumulated depreciation 5,374,609 5,720,201
OTHER ASSETS
Deferred tax asset 22,650 -
Deposits 5,672 §,672
Total assets $ 6,144,696 6,790,083
LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES
Accounts payable, trade $ 64,253 61,284
Dividend payable 100,000 100,000
Accrued expenses 219,125 187,963
Accrued transportation tax 24,593 23,037
Deferred tax liabllity . 27,444
Mortgage notes payable, current maturities 238,039 223,283
Deferred revenue 244,454 246 540
Total current llabilities 890,464 879,631
LONG-TERM LIABILITIES .
Accounts payable, affiliate 44,599 149,150
Mortgage notes payable, less current maturities : 4,219,667 4,455,881
Total llabliities 5,154,730 5,484 562
COMMITMENTS AND CONTINGENCIES
STOCKHOLDER'S EQUITY
Common stock, no par value, 2,000 shares authorized,

issued and outstanding 40,000 40,000
Retained sarnings 949 986 1,265,521,
Total stockholder's equity 989,966 1,305,521
Total liabliitles and stockholder's equity $ 6144696 $ 6790083

The accompanying notes are an integral part of these financial statements.



NORTH FERRY CO,, INC,

Statements of Income
Years ended December 31, 2010 and 2009

2010 2009
REVENUE $ 5,229,709 §$ 5,189,252
OPERATING EXPENSES
Payroll and related costs 3,323,471 3,157,458
Overhead costs 1,029,725 1,009,214
Other operating costs 647,823 514,225
Repairs and maintenance 179,063 223,927
State transportation tax 33,530 27,654
Total operating expenses 5,213,612 4,932,476
INCOME FROM OPERATIONS 16,097 266,776
OTHER INCOME (EXPENSE)
Interest income 4,427 5,833
Miscellaneous income 10,282 16,007
Gain on sale of M/V Sheiter Istand . 40,000
Interest expense (296,425) (330,413)
Total other expense (281 ,748) (268,773)
Net loss before federal income taxes (265,649) (11,997)
FEDERAL INCOME TAX BENEFIT {50,094) (2,738)
NET LOSS $ (215,555) 3 (9,259)

The accompanying notes are an Integral part of these financial statements.



NORTH FERRY CO,, INC.

Statements of Changes in Stockholder's Equity

Years ended December 31, 2010 and 2009

Common Retained
Stock Eammﬁ Total

Balance, December 31, 2008 $ 40,000 $ 1,374,780 $ 1,414,780
Dividend declared December 12, 2009 - (100,000) (100,000)
Net loss for the year ended

December 31, 2009 - (9,259) {9,259)
Balance, December 31, 2009 $ 40,000 $ 1,265,521 $ 1,305,521
Dividend declared December 11, 2010 . {100,000) (100,000)
Net loss for the year ended

December 31, 2010 - {215,555) {215,855)
Balance, December 31, 2010 $ 40,000 $ 949,966 $ 989,966

The accompanying notes are an integral part of these financial statements.



NORTH FERRY CO,, INC,

Statements of Cash Flows
Years ended December 31, 2010 and 2009

2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (215,586) 3 (9,259)
Adjustments to reconcile net loss

to net cash provided by operating activitie

Depreciation v 837,817 631,213

Deferred tax benefit {50,094) (11,803)

Gain on sale of M/V Shelter Istand - {40,000)
(Increase) decrease in asset accounts

Accounts recelvable 21,750 (26,469)

Prepaid expenses {9,998) 6,524

Other current assets {2,200) -
Increase (decreass) in liability accounts

Accounts payable, trade 2,969 (47,769)

Accounts payable, affiliate {104,551) {30,484)

Accrued expenses . 21,162 3,965

Accrued transportation tax 1,556 23,037

Deferred revenue (2,086) 1,738
Net cash provided by operating activities 300,770 500,613
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment - {292,225) (62,8385)
Proceeds from sale of M/V Shelter island - 40,000
Net cash used In Investing activities (292,225) (22,838)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of mortgage notes payable (221,438) (486,877)
Dividend paid {100,000} (100,000)
Not cash used In financing actlvities (321,438) (686,877)
Net decrease In cash (312,893) (109,100}
Cash and cash equivalents, beginning of year 874,478 983,678
Cash and cash equivalents, end of year $ 561,583 3 B74478
SUPPLEMENTAL DISCLOSURES
Cash pald during the year for

Interest $ 296,425 § 330,988
Income taxes $ - % .

The accompanying notes are an integral part of these financial statements.



NORTH FERRY CO., INC.

Notes to Financlal Statements
December 31, 2010 and 2009

1~ NATURE OF ORGANIZATION

North Ferry Co., Inc. (the "Ferry") was incorporated in November 1979 for the purpose of
operating and maintaining ferry service between Shelter Island and Greenport, New York. The
Ferry is a wholly-owned subsidiary of the Shelter Island Helghts Property Owners Corporation
("P.O.C.").

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basls of Accounting and Presentation

The Ferry's financial statements have been prepared on the accrual basis of accounting In
accordance with accounting principles generally accepted in the United States of America.
These financial statements may be used only in connection with the consolidated financial
statements of P.O.C. and its subsidiary.

Cash and Cash Equivalents
For the purpose of the Statements of Cash Flows, the Ferry considers all highly fiquid
investments with an initial maturity of three months or less to be cash equivalents.

Property, Plant and Equipment

Property, plant and equipment are recorded at cost. Additions, renewals and betterments of
property, plant and equipment are capitalized, unless of a relatively minor amount.
Expenditures for repairs and maintenance are expensed as incurred. Depreciation is calculated
using straight-line and accelerated methods over the useful life of the assets, ranging from 3 to
39 years.

Accounts Recelvable

Accounts receivable are stated at the amount management expects to collect from outstanding
balances. The Ferry extends credit terms to certain accounts for femy services, These
accounts include municipalities, school districts, utilities, and local businesses. The Ferry
considers all accounts receivable at December 31, 2010 and 2009 to be fully collectible.
Accordingly, no allowance for doubtful accounts has been recorded.

Accounts Payable, Affiliate

Accounts payable, affiliate represents amounts due to the Ferry's parent company, P.O.C,
Each company pays certain common expenses that benefit both companies, such as
administrative payroll and benefits, payroll taxes, telephone, insurance, office expenses, efc.
The common expenses are allocated to each company on a monthly basis, based on an
estimate of usage. Intercompany balances are non-interest bearing.

Deferred Revenue
Deferred revenue represents monies collected in advance for ferry tickets that have not yet
been redeemed.

Revenue Recognition
The Ferry's revenue is derived primarily from the sale of ferry tickets and is recognized as the
tickets are redeemed.,



NORTH FERRY CO., INC.

Notes to Financial Statements
December 31, 2010 and 2009

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Federal Income Tax

The Ferry accounts for income taxes in accordance with accounting principles generally
accepted in the United States of America which requires recognition of deferred tax fiablitties
and assets for the expected future tax consequences and benefits of events that have been
included in the financial statements or tax returns. Under this “liability” method, deferred tax
liabilitles and assets are determined based on the temporary differences between the financial
statement and tax bases of assets and liabllities by applying enacted statutory tax rates
applicable to future years in which the differences are expected to reverse.

The Ferry also accounts for uncertainty with regard to income taxes In accordance with
accounting principles generally accepted in the United States of America. The Ferry is not
aware of any material unrecognized tax benefits or adjustments to liabilities or operations that
would be required as of December 31, 2010.

The Ferry's tax returns for the years ended December 31, 2007 through 2010 are subject to
examination by the Internal Revenue Service and state tax authorities, although no such
examinations have been initiated as of the date of the Report of Independent Auditors.

Transportation Tax

The Ferry incurs a transportation tax payable to the State of New York based on gross
transportation revenue. Transportation tax totaled $33,530 and $27,654 for the years ended
December 31, 2010 and 2009, respectively.

Fair Value Measurements

The Fery applies the provisions of accounting principles generally accepted in the United
States of America with regard to fair value measurements of financial assets and financial
liabilities, and for fair value measurements of non-financial items that are recognized and
disclosed at falr value in the financial statements on a recurring basis. The provisions define fair
value as the price that would be received in selling an asset or pald in transferring a liability in
an orderly transaction between market participants at the measurement date. The provisions
also establish a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. Applying these provisions did not resutt in any change in the measurement
of the carrying value of any of the Ferry’s financlal assets or liabilities.

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 resuits
could differ from those estimates.

Subsequent events

The Ferry evaluated events that occurred after December 31, 2010, the balance sheet date, but
before the date the financial statements were available to be issued, May 4, 2011, for potential
recognition or disclosure In the financial statements.

In April 2011, the Ferry entered into an agreement with P.O.C. to borrow up to $250,000 at a
rate of 5.5% annually to meet current cash flow needs. Payments of interest only will be due on
a monthly basis. The entire principal balance and any unpaid interest will be due December 31,
2011, As of May 4, 2011, the Ferry had borrowed the entire $250,000.



NORTH FERRY CO., INC.

Notes to Financlal Statements
December 31, 2010 and 2009

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reaclassifications

Certain amounts In the 2009 financial statements have been reclassified to conform to the
classification In the 2010 financial statements. These reclassifications had no effect on the
Ferry's 2009 net Income.

3 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are summarized below:

Asset Cost 2010 2009
Ferry boats and boat improvements $ 7,530,941 $ 7,482 541
Engines and equipment 1,359,636 1,271,254
Leasehold improvements 2,041,761 1,909,277
Office building 275,262 270,962
Furniture, fixtures and office equipment 114,646 95,887
Web site 4,800 4,800
$11,326,946 $11,034,721
Accumulated Depreciation 2010 2009
Ferry boats and boat improvements $ 3,112,712 $ 2,655,808
Engines and equipment 1,424,123 1,356,855
Leasehold improvements 4,245,243 1,147,982
Office building 80,515 73,425
Furniture, fixtures and office equipment 86,331 78,196
Web site 3,413 2,454

$ 5,952,337 § 5,314,520

Leasehold improvements categorized above include ramps, slips, approaches and buildings.

For the years ended December 31, 2010 and 2009, depreciation expense totaled $637,817 and
$631,213, respectively.

4 — LINE OF CREDIT

The Ferry has established a $200,000 revolving fine of credit agreement with Bridgehampton
National Bank. Interest is payable monthly at the bank’s prime rate plus one percent (4.25% at
December 31, 2010) but not less than 5.5%, and principal is payable on demand. The line of
credit is secured by all business assets of the Ferry, As of December 31, 2010 and 2009, there
were no amounts outstanding under the line of credit agreement.

5 ~ MORTGAGE NOTES PAYABLE

At December 31, 2010 and 2009, the Ferry was obligated for the following mortgage notes
payable;



NORTH FERRY CO., INC,

Notes to Financial Statements
December 31, 2010 and 2009

§ - MORTGAGE NOTES PAYABLE (continued)
2010 2009

$2,000,000 morigage note payable, Bridgehampton
National Bank, Interest at 6.5%, due December 2027,
payable in monthly installments of principal and interest of
$13,504, secured by M/V Manhansett, four other ferry
boats, slips, accounts receivable, fixtures and other assets, $1,579,996  $1,635,599

$2,300,000 morlgage note payable, Bridgehampton
National Bank, interest at 8.4%, due December 2017,
payable in monthly installments of principal and interest of
$16,272, secured by M/V Mashomack, two other ferry
boats, slips, commercial real estate, accounts receivable,
fixtures and other assets. 1,099,363 1,220,040

$2,000,000 mortgage note payable, Bridgehampton
National Bank, interest at 6.4% due April 2025, payable in
monthly instaliments of principal and interest of $13,379,
secured by M/V Menantic, three other ferry boats, slips,
accounts receivable, fixtures and other assets. 1,778,347 1,823,505

: 4,457,706 4,679,144
Less current maturities 238,039 223,283
$4,219,667 34,455,881

Future principal maturities are dué as follows for the years ending December 31:

2011 $ 238,039
2012 263,793
2013 270,590
2014 288,499
2015 307,694
2016 and thereafter 3,099,191

~ - - $ 4,457,706

The Ferry incurred interest costs of $296,425 and $330,413 during the years ended December
31, 2010 and 2009, respectively.

6 ~ PENSION PLAN

Effective January 1, 1995, the Ferry adopted a 401(k) deferred compensation plan (the "Plan")
in association with its parent company, P.O.C. All employees who are at least 18 years of age
are eligible to participate in the Plan. Participants may defer up to 10% of their annual
compensation and contributions by the Ferry to the Plan are at management's discretion. For
the years ended December 31, 2010 and 2009, the Ferry made no contributions to the Plan.

Effective January 1, 1988, the Ferry adopted a defined contribution benefit plan in association
with its parent company (P.0.C.).



NORTH FERRY CO., INC,

Notes to Financial Statements
December 31, 2010 and 2009

6 ~ PENSION PLAN (continued)

The Ferry's pension contributions are computed at rates of 10 - 13% of wages (depending on
position) up to annual compensation limits as outlined in the Plan. To be sligible for Plan
contributions, an employee must have attained the age of 18 and completed at least six months
with 1,000 hours of service. For the years ended December 31, 2010 and 2009, contributions to
this Plan totaled $212,230 and $202,872, respectively.

7 - FEDERAL INCOME TAX EXPENSE (BENEFIT)

The provision for income tax expense (benefit) is as follows for the years ended December 31:

- 2010 2009
Current ) $ . $ 3,776
Prior year underpayments - 5,389
Deferred (50,094) (11,903)

$ (50,094) $ (2,738)

The deferred tax asset of $22,650 at December 31, 2010, represents the future federal income
tax liability relative to the Ferry's use of accelerated depreciation methods for income tax
purposes, offset by the future federal Income tax benefit for operating losses that are available
to reduce future taxable income.

The deferred tax liability of $27,444 at December 31, 2009, represents the future federal income
tax fiability relative to the Ferry's use of accelerated depreciation methods for income tax
purposes.

8 ~ RELATED PARTY TRANSACTIONS

The Ferry engages in a variety of activities with its parent company, Shelter Island Heights
Property Owners Corporation ("P.0.C"). The companies share certain common expenses, such
as administrative payroll and benefits, payroll taxes, telephone, insurance, office expenses, etc.
Additionally, the Ferry leases docks, slips, ramps, land, terminal buildings, an engineering
building and a parking area from P.O.C,

Activities between the companies consisted of the following for the years ended December 31:

2010 2009
Rent paid to P.O.C. by Ferry $ 208,678 $ 201,870
Expenses incurred by Ferry billed to P.Q.C, $ 157,634 $ 147,647
Expenses incurred by P.O.C. billed to Ferry $ 89,360 $ 76,362
Balance due to P.O.C, from Ferry $ 44,699 $ 149,150
Dividend paid by Ferry to P.O.C, $ 100,000 $ 100,000
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NORTH FERRY CO., INC,

Notes to Financial Statements
December 31, 2010 and 2009

9 - COMMITMENTS AND CONTINGENCIES

Concentration of Credit Risk

The Ferry maintains its cash in two commerclal banks located in New York. The bank accounts
are guaranteed by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per bank
per depositor. The FDIC also provides separate uniimited coverage on deposits held in non-
Interest bearing accounts through December 31, 2012, Cash balances in excess of FDIC limits
totaled $28,400 at December 31, 2010.

Leases .
The Ferry leases land and buildings from P.O.C. at a combined annual base rent of $33,223 per
year. Additionally, the Ferry also leases from P.O.C. the premises commonly known as the
ferry docks, slips, ramps, terminal, parking facility and approaches at a base rent of $114,029
per year. The leases allow for an annual adjustment based on the Consumer Price Index and
expire in 2021,

The Ferry also leases land at the ferry terminal in Greenport, New York, that contains ferry slips,
a ferry house and bulkhead from the Long Island Railroad Company, a division of the
Metropolitan Transportation Authority, through August 2021,

Rent expense totaled $244,980 and $238,075 for the years ended December 31, 2010 and
20089, respectively.

Future lease commitments on all lease obligations are as follows for the years ending
December 31:

2011 $ 169,987
2012 171,210
2013 173,274
2014 174,579
2015 ' 175,399
Thereafter 987,267

$ 1,861,716
Legal Matters

The Ferry is party to claims arlsing in the nomal course of business. While the ultimate
resolution of these claims or proceedings against the Ferry cannot be predicted with certainty,
management does not expect that these matters would have a materially adverse effect on the
Ferry's financial position or results of operations and that any potential damages would be
covered by insurance.

Union Contract

Employees of the Ferry are subject to the terms and conditions of a collective bargaining
agreement between the North Ferry Co., Inc. and Local 333, United Marine Division,
International Longshoremen's Association, AFL-CIO. The agreement was renewed on January
8, 2011 and expires on January 5, 2015. The revised agreement established a tier-based
compensation scale based on years of service as well as experlence level. The revised
agreement also allows for the carryover of vacation days each calendar year by all ferry
employess, up to a maximum of three days.

11



NORTH FERRY CO., INC,

Notes to Financial Statements

December 31, 2010 and 2009

9 - COMMITMENTS AND CONTINGENCIES (continued)

Licensing

The Suffolk County Legislature granted the North Ferry Co., Inc. a license to operate a public
ferry service between Greenport and Shelter Island Heights, New York. The license covers a
five-year period and was renewed in June 2008.

10 ~ SALE OF FERRY BOAT
During 2009, the Ferry sold one of its boats, the M.V. Shelter Island. As a result of this sale, the

Ferry recognized a gain totaling $40,000, which is included in the accompanying Statements of
Income.
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Leonard, Mulherin & Greene, P.C. 625 Grove Street

Braintree, MA 02184

Phone (781) 356-4800
CERTIFIED PUBLIC ACCOUNTANTS Fax (781) 3565600

REPORT ON SUPPLEMENTARY INFORMATION

To the Board of Directors
North Ferry Co., Inc.
Shelter lsland Heights, New York

We have audited the financial statements of North Ferry Co., Inc. as of and for the years ended
December 31, 2010 and 2009, and our report thereon dated May 4, 2011, which expressed an
unqualified opinion on those financial statements, appears on page one. Our audit was
conducted for the purpose of forming an opinion on the financial statements as a whole. The
supplementary information, which is the responsibility of management, is presented for
purposes of additional analysis and is not a required part of the financial statements. Such
information has not been subjected to the auditing procedures applied in the audit of the
financial statements, and, accordingly, we do not express an opinion or provide any assurance
onit

Leonard, Mullerin ¥ Greene, D.C.
Leonard, Mutherin & Greene, P.C.
Braintree, Massachusetts

May 4, 2011
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NORTH FERRY CO,, INC.

Schedules of Revenue
Years ended December 31, 2010 and 2009
(Unaudited)

2010 2009

REVENUE
One-way $ 1,489,425 $ 1,489,334
Round trip 1,356,639 1,357,359
Passenger 993,373 1,004,514
Trucks 822,669 790,674
Commuter, five day 406,314 392,580
Commuter, six day 77,011 81,804
Bicycles 71,871 58,079
Sport Utility Vehicles 12,607 14,908

$ 5,229,709 $ 5,189,252

See Report on Supplementary Information.
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NORTH FERRY CO.,, INC,

Schedules of Expenses
Years ended December 31, 2010 and 2009
(Unaudited)

2010 2009

EXPENSES
Payroll and related costs
Payroli

Boat crew $ 1,867,196 $ 1,749,659

Management and office 295,381 319,774

Maintenance 260,729 245124
Heaith, dental and life insurance 476,549 442,112
Pension 212,230 202,872
Payroll tax 200,245 186,837
Uniforms 11,141 11,078
Total payroll and rolated costs $ 3,323,471 $ 3,157,456
Overhead Costs
Depreciation $ 837,817 $ 631,213
Rent 244,980 238,075
Insurance 146,928 139,926
Total overhead costs $ 1,029,725 $ 1,009,214
Other Operating Costs
Fuel, oil, grease $ 382,137 $ 299,869
Boat supplies 87,014 66,217
Tickets, office, postage 57,258 51,672
Professional and regulatory fees 65,577 48,050
Utilities ‘ 28,200 28,449
Auto damages 7,072 9,599
Entertainment, travel, seminars 9,436 5,390
Public relations 5,710 1,499
Automotive 2,409 861
Miscellaneous , 3,010 4819
Total other ogmﬂﬂ costs $ 647,823 $ 514,225
Repairs and maintenance
Waterfront maintenance $ 46,090 $ 80,700
"Mashomack" 38,914 42,202
"Menantic” 25,084 39,659
"Manhansett" 24,661 35,670
"Islander” 17,787 13,371
"Greenport” 16,408 9,019
Ferry house and office 5,848 3,308
Road maintenance 4,275 -
Total repairs and maintenance $ 179,063 $ 223,927

See Report on Supplementary Information.
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