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Peter Mills
Executive Director

Open Road Tolling marks milestone for Maine

On April 1, 2013, the Turnpike opened its first Open Road Tolling facility (ORT)
at the New Gloucester Toll Plaza. For the first time in Maine Turnpike’s history,
customers with E-ZPass are able to pay tolls at highway speeds of 65 miles per
hour. Other customers may still pay cash by stopping at conventional booths in
lanes divided from main highway.

One trucking company estimated that it will save at least a quarter gallon of
fuel (equal to $1 in value) each time a tractor trailer passes through the toll
without slowing down to 10 miles per hour and accelerating back to highway
speed. The new system is safer; it reduces air emissions; it saves time and
money; and it eliminates wear and tear on brakes, transmissions and other
equipment for all vehicles.

The New Gloucester project was the first in a series of multi-year projects to
overhaul each of the Turnpike’s 19 toll plazas by installing new electronics in
all 100 toll lanes, both cash and E-ZPass. New lanes will be built in a few
plazas where added capacity is needed. In all, the upgrade is expected to
cost approximately $24 million for equipment and construction, in addition to
engineering costs. Every repair and reconfiguration to the Turnpike that we are
currently undertaking is being done to ensure Maine is ready for future tolling
environments.

By the end of 2013, construction was underway to replace toll equipment
at Scarborough, Rand Road and both of the Kennebunk tolls. The biggest
changeovers will occur at York where the existing 17 lane plaza needs to be
replaced with an ORT plaza that may contain either 4 or 6 central ORT lanes and
9 cash lanes, 4 northbound and 5 southbound. However, the Turnpike is still
in the process of studying whether -- or when- it may be feasible to consider All
Electronic Tolling (AET) which requires billing by mail in lieu of collection cash
on the highway. Our consultant, COM Smith, is currently creating a model for
evaluating the feasibility of AET in a report to be completed in 2014.
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MAINE TURNPIKE AUTHORITY

The Maine Turnpike Authority was established by the Maine Legislature
as an independent state agency in 1941. It was charged with the task of
constructing and maintaining a toll highway that, in the six decades since, has
become one of the most critical elements of Maine’'s transportation network.

The initial 45-mile stretch of the Maine Turnpike from Kittery to Portland was
completed in 1947. It was the first “superhighway”™ in New England and the first
highway in the United States built without any state or federal tax dollars. In
1955, the second section was completed spanning from Portland to Augusta.

The 109-mile Maine Turnpike includes 65 miles of divided four-lane highway and 44 miles of
divided six-lane highway. Turnpike facilities include 177 bridges and culverts. 19
interchanges, 19 toll plazas, nine maintenance facilities, five service plazas, an
administration and public safety building that includes the E-ZPass customer service center.

The Maine Turnpike Authority is governed by a seven member board, appointed by
Maine’s governor and confirmed by the Maine Senate. Six are appointed to staggered
six-year terms and the seventh member is Maine’'s Commissioner of Transportation,
or the Commissioner's designee, serving as a member ex-officio. The board oversees
maintenance, construction, operation and management of Maine's most traveled highway.
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Cumberland County Kennebec County Androscoggin County Sagadahoc County

EXECUTIVE STAFF

Maine Turnpike Authority employees are responsible for
operation of the 109 miles of roadway that serve as the

maintenance and
economic lifeblood

for Maine, as well as the welcome mat for most visitors into the state.
These employees are led by Executive Director Peter Mills and his team of executive staff.

Jonathan A. Arey, Esq.
Staff Attorney, Board Secretary

Richard R. Barra
Director of Fare Collection

Lauren G. Carrier
Director of Human Resources

Douglas D. Davidson
Chief Financial Officer, Board Treasurer

Peter S. Merfeld, P.E.
Chief Operations Officer

Dan Morin
Public Relations Manager & Legislative Liaison

Greg J. Stone
Director of Public Safety

John P. Sirois
Director of Finance

Stephen R. Tartre, P.E.
Director of Engineering & Building Maintenance

William E. Wells
Director of Highway & Equipment Maintenance

Conrad W. Welzel
Government Relations Manager

William H. Yates, Il
Director of Information Services &
Communications
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In 2013, the first full year under the toll increase,
and the E-ZDiscount Plan that replaced the
Commuter Plan, Class 1 vehicles paid $18.84
million. Travelers in this class as a group are
paying only 8.7 % more than they paid in 2011.

Totaltollrevenue wentup by 19.8%from $101.65
million to $121.79 million. Maine E-ZPass net
business revenue went up from $11.98 million
to $14.46 million, an increase of 20.7 %, which
is proportional to the total increase.

Cash revenue went up from $40.19 million to

42.42 million, an increase of only 5.5%. Many Maine drivers in this class switched to E-ZPass motivated
by on-line sales, the toll increase and a drop in the transponder price from $25 to $10 in February of
2012. Many out of state drivers in this class also switched to E-ZPass in their home states.

The away E-ZPass holders (both auto and business) paid the greatest increase from $32.17 million to
$46.07 million, or 43.2 % more. This is only partly because of the toll increase. Many people from away
who once paid cash are coming into the state with E-ZPass.

The E-ZPass penetration rate in Maine rose from 61% of all transactions in 2011 to 67% in 2013, but
the penetration rate is even higher in Massachusetts and New Hampshire. It is growing by about 2% per
year in all three states.

2013 Toll Revenue Summary

Total
Cash Revenue 42,421,598.62
Home E-ZPass Personal Revenue 25,310,081.72
Home E-ZPass Personal Discount (6,471,124.53)
Home E-ZPass Business Revenue 16,608,971.23
Home E-ZPass Business Discount (2,151,262.31)
Away E-ZPass Revenue 46,074,302.35

121,792,567.08




2013 Toll Revenue by Payment Method

(Net of Discounts)

Appraximatedy 54.3 million of
13% of Harme Tags et Revenue i§
from out-ol-state E-Zpass

Approsimatiely $27.6 milion holders.

or 65% of Cash Tolls was paid
by out=af-state customens

Total Toll Net Revenue YTD
December 2013 = $121,792,567

Dut-of-state revenue =
approximately 579 million or 64%
of Total Net Toll Revenue

Cash Payer Survey

In 2012 the Maine Turnpike Authority initiated a year-long survey of its cash paying
customers to learn where these patrons were from. MTA has good data on its E-ZPass
customers but not on those who pay cash. Knowing this information is important when
considering whether it will be feasible in future years to convert to All Electronic Tolling (AET).

The survey ran from October of 2012 through June of 2013.
The toll plazas where traffic was sampled were York, Exit 44 in South Portland, Gray (southbound
on ramp), New Gloucester and Gardiner [-295. There were six time periods when the data was
collected at each of these locations. Data was collected either by clipboard observers or by high
speed cameras during six time periods throughout the study. During this time, the Turnpike
served an average of 56,000 cash trips per day. Fifty-five percent were from Maine; 15% from
Massachusetts; 7% from New Hampshire; 16% from all other states; and 5% from Canada.

Since mid-2011, the Turnpike has enjoyed reciprocity agreements with New Hampshire and
Massachusetts for collection of tolls through denying violators the right to register their motor
vehicles. To our knowledge, these are the only reciprocity agreements for toll enforcement
in North America. In some cases, it is difficult even to obtain from other jurisdictions the
addresses of regdistered owners. This is especially true for Canadian provinces like New
Brunswick and Nova Scotia and for states that have no toll roads like Connecticut and Vermont.

Collection is easiest and least expensive from patrons who live in the state of Maine. At
the busy York plaza, only 37% of the cash traffic was from Maine during the sample period
while in Gray it is 84%. The average for Maine cash traffic at all six locations was 55%.



20 EGIEYGE
13

Bridge rehabilitation continues to be a priority for the Maine Turnpike Authority. Heavily
travelled Maine bridges made from concrete and steel have an effective service life of
45 to 60 years,
depending on relative
use and environmental
exposures. The
Authority oversees
the maintenance and
repair of 177 bridges
that either form part
of the Turnpike itself
or carry other traffic
from secondary roads
over the Turnpike.
Because the Turnpike
was constructed and
placed into service in
two phases, 1947 and
1955, the Authority
is now in the middle
of a substantial
renovation period to replace and repair aging bridges all along its corridor.

In 2013, the Authority allocated $16.3 million to bridge rehabilitation projects. Seven contracts
were awarded:

* Saco River (Mile 33)

« Old Lisbon Road in Lewiston (Mile 81)

» Snow Hill Road in New Gloucester (Mile 70)

* Androscoggin River in Auburn/Lewiston (Mile 79)

* Hurricane Road Underpass and Hurricane Road over Piscataqua River in Falmouth (Mile 56)
» Exit 52 Interchange Bridge in Falmouth (Mile 52)

* Replacement of joint seals in 6 locations from York to Lewiston




Pavement rehabilitation is a priority of the Turnpike’s capital plan each year. Studies show that
proper maintenance can result in major cost savings and significantly extend the life of the
highway. To maintain pavement quality and roadway safety, the Authority has a planned program
of pavement rehabilitation and generally repaves the roadway in sections every 12 to 15 years.

In 2013 the Turnpike repaved approximately 10% of its total lane miles. The Authority plans
to repave nearly 12% in 2014. In 2013, the Authority awarded the following major paving
projects, which included guardrail upgrades and interchange pavement rehabilitation:

* 6 miles of north and southbound lanes between York (Mile 7) and Ogunquit (Mile 13)
and Interchange 7 pavement rehabilitation

e 4 8 miles of north and southbound lanes in Litchfield (Mile 88 to Mile 92_8) and guardrail
upgrades (Mile 85 to 92.8)

e Interchange 44 pavement rehabilitation




OPEN ROAD TOLLING '

On April 1, 2013, the Maine Turnpike Authority opened its first Open Road Tolling (ORT) facility at
the New Gloucester Plaza. This new technology allows vehicles with E-ZPass to pay tolls at highway
speeds of 65 MPH and saves customers time and money. Highway speed E-ZPass lanes eliminate
the need to slow down or stop when paying tolls. The system can electronically process tolls for up
to 2,000 cars and trucks per hour, compared to 325 vehicles per hour in a cash lane.

The New Gloucester
plaza now consists of
one highway speed lane
and three mixed toll
lanes (cash and E-ZPass)
in each direction. The
highway speed lanes are
separated from the mixed
toll lanes by a concrete
barrier. All lanes accept
E-ZPass. Motorists
without E-ZPass may still
pay cash by stopping at
a conventional booth in a
separate lane to the right
of the main highway.

The $4.4 million contract

for the toll plaza was awarded to Wyman
& Simpson, Inc. of Richmond, ME.
Construction began in the spring AF! G
of 2012 and involved removing Su‘fr
four interior toll lanes and building ;

one E-ZPass only highway speed f
toll lane in each direction. The
work also included replacing the
plaza’s electronic system, earthwork,
pavement repair and overhead sign

installation.
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New Gloucester Highway Speed Tolling Conversion Project

CONSTRUCTION FACTS

BY THE NUMBERS

6 miles of new electrical wires and data cables to provide power and communications to
highway speed toll equipment

8 E-ZPass antennas to read E-ZPass transponders at all speeds
9 of the 10 subcontractors were local Maine companies

1 workers per day - the average daily number of on-site construction jobs involved during
construction from March 2012 to December 2012

1 6 above ground cameras to capture violation images at all speeds and monitor the system

2 6 in pavement sensors to detect and classify vehicles at all speeds

sm cubic yards of concrete for pavement and concrete safety barriers (from Auburn Concrete
in Auburn, Maine)

m approximate feet of new underground drainage pipes and 3000 cubic yards of gravel
installed for drainage and safety of the lanes. (By RJ Grondin, a local Maine contractor from

Gorham)

m tons of asphalt to provide a smooth highway speed surface for E-ZPass users (from
Pike Industries in Poland and Portland, Maine)

sm approximate feet of permanent concrete safety barrier to separate highway speed
and cash traffic in order to protect customers and toll collectors

from Richmond, Maine.

$ 4 million worth of contract work for Wyman and Simpson, a local General Contractor
o
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Zoom Bus

An express commuter bus from the Biddeford-Saco area to Portland was part of the alternatives
analysis for the widening of the southern portion of the turnpike in the mid 1990’s. In 1997
the Zoom bus service was begun. It is operated by ShuttleBus-Zoom, the provider of public
transportation in Biddeford, Saco and Old Orchard Beach. There are 10 trips a day from the Exits
36 and 32 park and ride lots to downtown Portland. A one way fare is $5; there are also options
for a 10 ride ticket, a monthly commuter card and a quarterly pass.

Most commuters purchase a monthly or quarterly

pass at $100 and $260

respectively. ':.
w

.U’ 1

The

bus is separate from

the other services provided by

ShuttleBus-Zoom. It is funded by the Maine Turnpike Authority, the

Maine DOT, ShuttleBus-Zoom and the fares it collects In 2013 ridership hovered around
2500 trips a month with the highest ridership being seen in the summer months.

The current fleet consists of 4 buses. Two buses run daily and the others are spares. The fleet
is aging, the buses range from 11-4 years old, with the average service life of a bus being 12
years.

The MTA has been a supporter of the program since it was created. The contributions from the
MTA cover: fuel, maintenance, personnel, and overhead. In 2012 the MTA also agreed to cover
the expenses to have Wi-Fi put on their buses.




GO Maine

In April of 2013 the Maine Turnpike Authority took over the administration of the statewide
commuter program, GO Maine. The Maine DOT had been administering the program and
remains a funding and collaborative partner. This program provides a free ride matching
service to those interested in carpooling through the website gomaine.org. GO Maine also
can provide information on the private vanpools that are operated with in the state and aid
employers with signing up employees for alternative transportation.

Currently there are about 2500 commuters in the Go Maine
database, these are people who have sign up to look for
ride matches. Some may be carpooling while others may
be waiting for others to join to see if there is match out
there for them. The database is considerably smaller than
when we got it from the Maine DOT. In July of 2013 the
database was purged to remove all inactive commuters. The
matching software only works well when there are updated
data in it. If someone has move, retired or switched jobs
and not updated their profile they may end up providing
false matches to those looking for a commuting partner.
The goal of GO Maine is to have a robust, updated and well
function database of commuters.

In 2013 in addition to learning the ins and outs of the ride

matching software and the administration of the program in general, time was spent
creating some new marketing pieces, including a new brochure and an event display. GO
Maine has also attended some conferences and meetings of employers. As well as worked
on the design of an advisory committee. The majority of the time has been spent managing
the Emergency Ride Home Benefit, answer questions via the 1800 number and emails,
and working with Trapeze, the software company that manages the database.

The Maine Turnpike Authority will continue to reach out to employers, municipalities and
others to spread the word of GO Maine, as well as continue the day to day customer
support.
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At the end of 2013, the Maine Turnpike Authority employed 474 people.
Of these, 311 were full time. 114 toll collectors, 101 maintenance workers,
28 professional and technical employees, 30 in customer service and
the remaining performed accounting or management-confidential duties.
There is one union with two bargaining units, an employees’ unit with
about 280 members and a supervisor's unit with 39 members. We
maintain a force of on-call toll collectors whose numbers vary from
about 10 in the winter to over 100 in summer months. We have 15
seasonal maintenance workers who are employed only in the winter.

Department Full Time .E:; On Call Seasonal Grand Total

Administration 15 1

Finance & Control 53 1

16

Highway Maintenance Administration 2

Fare Collection Admininstration 7

Communication
HQ Personnel

Highway Maintenance

0
0
0
0
Engineering 13 0
1
1
0
0

Equip. Maintenance.
Fare Collection 127
Build. Maintenance 0

Other Personnel

Grand Total




EMPLOYMENT MILESTONES

Scott Leslie Adams = Highway Maintenance llI
Eric Richard Barnes s« System Maintenance Supervisor
Paul R. Dehetre = Highway Maintenance llI
Paul Letourneau « Toll Collector |
Jennifer R. Levesque « Violation Notice Processor

Lucille A. Murphy = Violation Image Review Processor

Cindy J. Musolff  Toll Collector |
Robert B. Williams « Manager of Application Development
Sara D. Zografos ¢ Planner

Wayne S. Adriance * Automotive Mechanic llI
Linda M. Anthony « Toll Collector |
Pauline G. Boisclair ¢ Toll Collector |
Cindy L. Bourdeau « Toll Collector |
Christopher J. Chapman « Toll Collector |
James A. Delage * Training Coordinator
Jody E. Dyke = Engineering Technician |
Amy JD Grace » E-Zpass Customer Service Representative
Michael J. Lennox = Toll Collector |
Laurie A. Sallaz ¢ Highway Maintenance |l|

Elaine R. Clukey » Receptionist
Bonnie C. Emmertz « Payroll Manager
James L. Howard = Highway Maintenance Il
Bryan J. Kimball « Automotive Mechanic IlI
John D. Roberts ¢ Right of Way Manager
Richard W. Somerville = E-Zpass Manager

Stephen R. Goucher » Highway Maintenance ll|
Galen R. Gray ¢ Highway Maintenance Il|
Deborah A. Pettey « Toll Collector |
Richard A. Rousselle « Toll Collector |
Robert L. Titcomb « Toll Collector |

James D. Brewer < Automotive Mechanic lll
Dennis B. Maher Jr. = Highway Maintenance |
Scott A. Warchol » Construction Program Manager

Harold D. Hilton = Supervisor of Equipment Maintenance
Frederick J. Soucy ¢ Toll Collector |

Dennis G. Aucoin » Toll Plaza Supervisor
Shane S. Crogan = Toll Collector |
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Independent Auditors’ Report

To the Board of Directors
Maine Turnpike Authority
Portland, Maine

Report on the Financial Statements

We have audited the accompanying financial statements of the Maine Turnpike Authority, a component unit of
the State of Maine, as of and for the years ended December 31, 2013 and 2012, and the related notes to the
financial statements, which comprise the Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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 and 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 audits to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Maine Turnpike Authority, as of December 31, 2013 and 2012, and the respective
changes in financial position and cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

w0
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Macpage LLC

macpage.com

An Independently Owned Member, McGladrey Alliance
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To the Board of Directors
Maine Turnpike Authority

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3-8, the schedule of funding progress for the retiree healthcare plan on page
32 and the trend data on infrastructure condition on page 32 be presented to supplement the basic financial
statements.  Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that comprise the
Authority’s basic financial statements. The Calculation of the Composite Debt Service Ratio on page 33, as
required by the bond resolutions and related documents and the Statement of Activities for the State of Maine
General Purpose Financial Statements on page 34 is presented for purposes of additional analysis and is not a
required part of the basic financial statements.

The Calculation of the Composite Debt Service Ratio and the Statement of Activities for the State of Maine
General Purpose Financial Statements on page 34 is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the Calculation of the Composite Debt
Service Ratio and the Statement of Activities for the State of Maine General Purpose Financial Statements on
page 34 is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 20, 2014 on
our consideration of the Maine Turnpike Authority's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Maine Turnpike Authority’s internal control over financial reporting and
compliance.

Macpaye LLC

South Portland, Maine
March 20, 2014
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THE MAINE TURNPIKE AUTHORITY

Management’s Discussion and Analysis
December 31, 2013

The management of the Maine Turnpike Authority (the Authority) offers this narrative overview and analysis of
the Authority’s financial activities for the years ended December 31, 2013 and 2012. This discussion and analysis
is designed to assist the reader in focusing on the significant financial issues and activities and to identify any
significant changes in financial position. The information presented here should be read in conjunction with the
Authority’s basic financial statements.

Financial Highlights

Net operating income for the Maine Turnpike Authority was $57,013,512 and $36,212,014 for calendar years
2013 and 2012, respectively. The increase in net operating income is mostly due to an increase in Net Fare
Revenue. Total Revenues increased 15.9% in 2013 which is mostly due to a toll increase implemented on
November 1, 2012. The decrease in Operating Expenses is mostly due to a decrease in Salaries expense mainly in
Fare Collection and Highway Maintenance due to staff reductions that occurred in late 2012 and the continued
efficiencies generated by E-ZPass.

Net income produced an increase in net position to $33,370,343 from $13,649,104 for fiscal years 2013 and 2012,
respectively. The term “net position” refers to the difference between assets and liabilities. At the close of
calendar year 2013, the Authority had a net position of $180,997,218, an increase of 22.6% over calendar year
2012. At the close of calendar year 2012, the Authority’s net position was $147,626,875. The Authority’s overall

financial position has improved as shown by the increase in net position.
Overview of the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial statements.
The Authority’s financial statements are presented in a manner similar to a private-sector business and have been
prepared according to accounting principles generally accepted (GAAP) in the United States. All of the current
year's revenues are recorded as they are earned and expenses are recorded as they are incurred, regardless of
when cash is received or disbursed.

Basic Financial Statements

The statement of net position presents information on all of the Authority’s assets and liabilities, with the
difference reported as net position. Over time, increases and decreases in net position serve as a relative indicator
of the change in financial position of the Authority.

The statement of revenues, expenses, and changes in net position shows the result of the Authority’s total
operations during the fiscal year and reflects both operating and non-operating activities. Changes in net position
reflect the current fiscal period’s operating impact upon the overall financial position of the Authority.

R SSSSSSSS
2013 Financial Statements — The Maine Turnpike Authority
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Management Discussion and Analysis, continued

The statement of cash flows provides a detailed analysis of all sources and uses of cash. The direct method of cash
flows is presented, ending with a reconciliation of operating income to net cash provided by operating activities.

The statement of cash flows is divided into the following activities: operating, capital financing, and investing.
Notes to the Financial Statements

The notes provide additional information that is essential to fully understand the data provided in the basic
financial statements.

Other Information

In addition to the basic financial statements and notes, this report also presents required supplementary
information concerning infrastructure condition and the retiree healthcare plan. Additionally, certain
supplementary information concerning the Authority’s debt service ratio, as defined by the bond resolution, is
included.

Financial Analysis

Maine Turnpike Authority’s Statement of Net Position

December 31,

2013 2012, Restated

Assets and Deferrals
Current Assets 106,452,381 104,234,514
Capital Assets, Net of Accumulated Depreciation 497,236,090 489,030,660
Non-Current Restricted Assets 48,415,195 39,311,162
Other Assets 12,514,588 14,635,096
Deferred Outflows of Resources 7,652,018 8,339,246

Total Assets and Deferred Outflows 672,310,272 655,550,678
Liabilities and Net Position
Current Liabilities 44,977,043 43,174,274
Bonds Payable, Net of Unamortized Premiums 430,974,658 451,304,104
Other Post Employment Benefits Liability 13,961,000 12,161,000
Other Non-current Liabilities 1,400,353 1,284,425

Total Liablilities 491,313,054 507,923,803
Net Position:

Net Investment in Capital Assets 117,417,425 115,189,754

Restricted 49,831,918 31,776,349

Unrestricted 13,747,875 660,772

Total Net Position 180,997,218 147,626,875

Total Liabilities and Net Position 672,310,272 655,550,678

2013 Financial Statements — The Maine Turnpike Authority
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Management Discussion and Analysis, continued

As noted earlier, net position serves as an indicator of the Authority’s overall financial position. In the case of the
Authority, assets exceeded liabilities by $180,997,218 at the close of 2013. This represents an increase of
$33,370,343 (22.6%) over the net position balance of $147,626,875 as of December 31, 2012. This increase was
primarily due to a toll increase implemented November 1, 2012, and the Authority’s reductions in operating costs.

The largest portion of the Authority’s net position reflects its net investment in capital assets (e.g., right-of-way,
roads, bridges, toll equipment, etc) less any related outstanding debt used to acquire those assets. The Authority
uses these capital assets to provide service and consequently, these assets are not available for liquidating
liabilities or for other spending. The net investment in Capital Assets was $117,417,425 and $115,189,754 for the
years ending December 31, 2013 and 2012, respectively.

Restricted net position is reserved for projects defined in the bond resolutions and applicable bond issue official
statements. The Authority’s restricted net position was $49,831,918 and 531,776,349 for the years ending
December 31, 2013 and 2012, respectively. The remaining unrestricted net position serves as working capital and
may be used to meet the Authority’s capital and ongoing operational needs.

The Maine Turnpike Authority’s Changes in Net Position

For the Years Ended December 31,

2013 2012, Restated
Revenues:
Net Fare Revenues S 121,817,365 S 104,507,889
Concession Rental 4,147,783 4,051,615
Investment Income (Loss) (473,518) 140,863
Miscellaneous 1,135,177 1,142,267
Total Revenues S 126,626,807 S 109,842,634
Expenses:
Operations 21,604,137 23,030,296
Maintenance 26,287,423 28,850,395
Administrative 2,204,851 2,399,757
Depreciation 5,480,257 5,301,133
Preservation 14,401,856 13,824,705
Interest Expense 20,884,040 21,022,757
Other 2,393,900 1,764,486
Total Expenses S 93,256,464 S 96,193,530
Changes in Net Position 33,370,343 13,649,104
Net Position, beginning of year 147,626,875 133,977,771
Net Position, end of year S 180,997,218 S 147,626,875
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Management Discussion and Analysis, continued

The Authority’s net fare revenues, which represent approximately 96% of all operating revenues, increased
$17,309,476 (16.6%) in 2013. The increase is due to a 20.5% toll increase implemented on November 1, 2012.
Concession Rental income increased $96,168 (2.37%) in 2013, due to increased customer patronage. Operations,
Maintenance and Administrative expenses decreased $4,184,037 (8.4%) in 2013, This decrease is attributed to
management’s efforts to continue to reduce costs and become more efficient. There were some staff reductions
that occurred in late 2012 in both Highway Maintenance and Fare Collections, which reduced salaries and benefits
in those areas. Fare collection costs continue to decline as the Authority gains efficiencies with higher E-ZPass
usage. Other cost reduction efforts include reducing legal costs by utilizing in-house staff, as well as reducing
spending in public relations, organizational memberships and sponsorships. Preservation expenses increased

$577,151 (4.2%) in 2013 due to the expansion of the paving, slope and drainage repair programs.
Capital Assets and Debt Administration
Capital Assets

The Authority’s investment in capital assets as of December 31, 2013 amounted to $564,504,666 of gross asset
value with accumulated depreciation of 567,268,576, leaving a net book value of $497,236,090. Capital assets
include right-of-way, roads, bridges, buildings, equipment and vehicles. Please see Note 3 of the financial
statements for a schedule of changes in the Authority’s capital assets.

Capital asset acquisitions are capitalized at cost. Acquisitions are funded through debt issuance and Authority

revenues.

Major capital asset events of 2013 include the completion of the New Gloucester Open Road Toll Plaza, the Gray
Maintenance Facility improvements and Auburn Interchange improvements, as well as the Exit 52, Blackstrap
Road, Old Lisbon Road, Snow Hill Road, Saco River and F.S. Presumpscot bridges. In addition, construction of the
Lewiston Interchange, with an estimated completion of 2015, began in 2013. Engineering and Design work for the
Gray Interchange, with an estimated completion of 2018 also began in 2013. Also, Engineering and Design work
for Ferrin/West Road and Litchfield Road Bridges are well in progress with an estimated completion of fall 2014.
Lastly, work related to the Toll System Upgrades began at three locations. This project will upgrade each toll plaza
location with improved traffic counting and video/image technology to continue the highly accurate data
collection the Authority requires. The toll system, which was installed in 2004, will be replaced by Transcore’s
Infinity solution. The upgrade will be phased in over the next five years.

Modified Approach for Infrastructure Assets

The Maine Turnpike Authority has elected to use the modified approach to infrastructure reporting under GASB
34. This means that, in lieu of reporting depreciation on infrastructure, the Authority reports the costs associated
with maintaining the existing asset in good condition as preservation expense. Infrastructure assets include:
roads, bridges, interchanges, tunnels, right of way, drainage, guard rails, and lighting systems associated with the
road. Pursuant to its bond covenants, the Authority maintains a reserve maintenance fund for these preservation

expenses. For fiscal 2013, 514,401,856 was spent for preservation compared to an estimated cost of $13,788,300.
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Management Discussion and Analysis, continued

The roadways are rated on a 10-point scale, with 10 meaning that every aspect of the roadway is in new and
perfect condition. The Authority’s system as a whole is given an overall rating, indicating the average condition of
all roadways operated by the Authority. The assessment of condition is made by visual inspection designed to

reveal any condition that would reduce highway-user benefits below the maximum level of service. The
Authority’s policy is to maintain the roadway condition at rating of 8 (generally good condition) or better. The
results of the 2013 inspection states that the Maine Turnpike has been maintained in generally good condition
and presents a favorable appearance, which is the same assessment the Authority received in 2012.

Long-term Debt

The Authority has outstanding bonds payable of $437,758,322 and $11,036,336 for revenue and subordinated
bonds, respectively (both net of unamortized bond discounts and premiums). Please see Note 6 of the financial

statements for the annual principal payment requirements on revenue and subordinated bonds as of December
31,2013.

The Authority has a cap, set by the Legislature, on the amount of revenue bonds that can be outstanding at any
given time. In 2007 this cap was increased to $486,000,000. As of December 31, 2013, outstanding revenue bonds
were $412,130,000, leaving $73,870,000 available under the cap.

The Authority’s current bond ratings are as follows:

Fitch AA-
Moody's Aa3
Standard & Poor’s AA-

In 2013, Fitch and Standard & Poor’s completed their review of the Authority’s finances and each agency affirmed
the Authority’s ratings and gave a stable outlook.

Debt Service Reserve Fund

The general bond resolution requires the Authority to fund the Debt Service Reserve Requirement with cash and
investments or with a surety policy or letter of credit.

Currently, the Debt Service Reserve requirement is approximately $17,942,461, which is fifty percent of maximum
annual debt service (MADS). To meet this requirement, the Authority has deposited 517,942,461 of cash into the
Debt Service Reserve Fund. The Authority has approximately $21,000,000 of surety bonds in place, however,
since the sureties are rated lower than the Authority’s bond ratings, they do not count towards the Debt Service
Reserve requirement.

Please see Note 7 of the Financial Statements for more discussion of the Debt Service Reserve Fund.
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Management Discussion and Analysis, continued
Budgetary Controls

Each year the Maine Turnpike Authority presents their Operating, Reserve Maintenance and Capital budgets to
the Transportation Committee and it is ultimately voted on by the State of Maine Legislature. The Authority has
made several decisions which have resulted in significant reductions to preceding budgets that have been
received very positively by the Committee and the Legislature. More importantly, actual expenses have begun to
prove that these decisions have positively affected the Authority’s outcome without negatively impacting the
mission of the Authority which is to provide a safe and efficient highway operated at a reasonable cost.

Requests for Information

This financial report is desighed to provide a general overview of the Authority’s finances for all those with an
interest in its finances. Questions concerning any of the information provided in this report or request for
additional financial information should be addressed to the Chief Financial Officer, Maine Turnpike Authority,

2360 Congress Street, Portland, ME 04102; or email your questions to info@maineturnpike.com.
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STATEMENT OF NET POSITION

ASSETS AND DEFERRED OUTFLOWS

Current Assets:

Cash and Equivalents
Restricted Cash and Equivalents to meet
current restricted liabilities
Restricted Investments - Short Term
Accounts Receivable and Accrued Interest Receivable

Inventory

Other - Current Assets

Total Current Assets

Non-Current Assets:
Restricted Assets
Cash and Equivalents
Investments - Long Term
Accounts Receivable and Accrued Interest Receivable

Total Restricted Assets

Other Assets

Prepaid Bond Insurance - Net
MDOT Prepaid Transfer

Total Other Assets

Capital Assets not being Depreciated:
Land and Infrastructure
Construction in Progress

Capital Assets net of Accumulated Depreciation:
Property and Equipment

Total Capital Assets - Net of Accumulated Depreciation

Total Non-Current Assets

TOTAL ASSETS

Deferred Outflows of Resources:
Deferred Loss on Refunding Bonds

Total Assets and Deferred Outflows

See independents auditors’ report.

December 31,

2013

2012, Restated

S 17,778,869

S 5,573,525

81,808,946 47,312,101

" 44,789,708
4,424,921 4,068,055
1,604,401 1,642,771
875,244 848,354
106,492,381 104,234,514
34,100,454 24,319,490
14,301,245 14,893,518
13,496 98,154
48,415,195 39,311,162
1,509,588 1,645,096
11,005,000 12,990,000
12,514,588 14,635,096
429,931,568 413,917,907
7,824,106 17,988,769
59,480,416 57,123,984
497,236,090 489,030,660
558,165,873 542,976,918

S 664,658,254

7,652,018

$ 647,211,432

8,339,246

$ 672,310,272

S 655,550,678

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF NET POSITION, continued

LIABILITIES AND NET POSITION

December 31,

Current Liabilities Payable from Unrestricted Assets:
Accounts, Contracts and Retainage Payable S

Accrued Salary, Vacation and Sick Leave Payable

Unearned Fare Revenue
Unearned Concession Rentals

Total Current Liabilities Payable from Unrestricted Assets

Current Liabilities Payable from Restricted Assets:
Accounts, Contracts and Retainage Payable

Accrued Salary, Vacation and Sick Leave Payable

Bond Interest Payable

Current Portion of Revenue Bonds and Subordinated Debt Payable

Other Current Liabilities

Total Current Liabilities Payable from Restricted Assets

Total Current Liabilities

Non-current Liabilities:

Long-term Revenue Bonds and Subordinated Debt Payable

Other Post Employment Benefits Liability

Other Non-current Liabilities

Total Non-current Liabilities

Total Liabilities

Net Position:
Net Investment in Capital Assets
Restricted
Unrestricted
Total Net Position

Total Liabilities and Net Position

2013 2012, Restated
3,058,267 S 2,618,168
2,138,500 2,936,234
7,192,852 6,465,910
49,706 280,912
12,439,325 12,301,224
3,759,585 3,998,094
159,329 156,370
10,261,904 10,622,136
17,820,000 15,560,000
536,900 536,450
32,537,718 30,873,050
44,977,043 43,174,274
430,974,658 451,304,104
13,961,000 12,161,000
1,400,353 1,284,425
446,336,011 464,749,529
491,313,054 507,923,803
117,417,425 115,189,754
49,831,918 31,776,349
13,747,875 660,772
180,997,218 147,626,875
$ 672,310,272 $ 655,550,678

See independents auditors’ report.

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

For the Years Ended December 31,

2013 2012, Restated
REVENUES
Operating Revenue:
Net Fare Revenue 121,817,365 S 104,507,889
Concession Rentals 4,147,783 4,051,615
Miscellaneous 1135177 1,142,267
Total Operating Revenues 127,100,325 109,701,771
Interest Income (loss)
Revenue Fund (17,767) (31,569)
Reserve Maintenance Fund (44,852) (29,983)
Improvement Account (8,738) (8,239)
Interchange Account (975) (8,128)
Maine Department of Transportation Account (1,622) (2,017)
Total Interest Income (loss) (73,954) (79,936)
Total Revenues 127,026,371 109,621,835
EXPENSES
Operating Expenses:
Operations 21,604,137 23,030,296
Maintenance 26,287,423 28,850,395
Administration 2,204,851 2,399,757
Depreciation 5,480,257 5,301,133
Reserve Maintenance - Preservation 14,401,856 13,824,705
Other Expenses - Capital General Expenses 34,335 3,535
Total Operating Expenses 70,012,859 73,409,821
Net Operating Income 57,013,512 36,212,015
Non-Operating Revenue/(Expenses):
Investment Income (loss) (399,564) 220,799
Loss on Sale and Disposal of Capital Assets (2,061,274) (121,883)
Interest Expense (20,884,040) (21,022,757)
Bond Issuance Cost - (1,417,878)
Bond Insurance Amortization (135,506) (142,796)
Bond Premium/Discount Amortization 2,509,445 2,458,640
Deferred Loss on Refunding Amortization (687,230) (637,035)
MDOT Prepaid Transfer Amortization (1,985,000) (1,900,000)
Total Non-Operating Revenue/(Expenses) (23,643,169) (22,562,910)
Change in Net Position 33,370,343 13,649,104
Net Position at beginning of year 147,626,875 133,977,771
Net Position at end of year 180,997,218 $ 147,626,875

See independents auditors’ report.
The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CASH FLOWS

For the Years Ended December 31,

2013 2012
Operating Activities:
Cash Received from Tolls/Customers S 154,287,850 S 133,569,685
Cash Payments to Suppliers (68,999,739) (67,441,542)
Cash Payments to Employees (21,060,698) (21,922,581)
Net Cash Provided by Operating Activities 64,227,413 44,205,562
Capital and Related Financing Activities:
Acquisition and Construction of Capital Assets (15,993,540) (25,558,745)
Proceeds from Issuance of Revenue Bonds - 75,480,591
Bond Proceeds Used to Fund Debt Service Reserve - 1,413,328
Payments for Bond Expenses - (589,386)
Interest Paid on Revenue Bonds (20,661,836) (19,521,009)
Payment of Principal on Revenue Bonds (13,575,000) (11,955,000)
Interest Paid on Subordinated Debt Bonds (478,400) (562,463)
Payment of Principal on Special Obligation Bonds (1,985,000) (1,900,000)
Net Cash Provided By (Used in) Capital and Financing Activities (52,693,776) 16,807,316
Investing Activities:
Purchase of Investments - (122,420,548)
Proceeds from Sales and Maturities of Investments 44 678,866 62,499,892
Interest Received 270,650 345,743
Net Cash Used in Investing Activities 44,949,516 (59,574,913)
Net Increase in Cash and Equivalents 56,483,153 1,437,965
Cash and Equivalents at Beginning of Year 77,205,116 75,767,151
Cash and Equivalents at End of Year 133,688,269 77,205,116
Cash and Equivalents - Unrestricted 17,778,869 5,573,525
Restricted Cash and Equivalents - Current 81,808,946 47,312,101
Restricted Cash and Equivalents - Non-Current 34,100,454 24,319,490

$ 133,688,269 $ 77,205,116

See independents auditors’ report.
The accompanying notes are an integral part of these financial statements.

. _______________________________________________________________________________________________________________________________________|
2013 Financial Statements — The Maine Turnpike Authority

29



STATEMENTS OF CASH FLOWS, continued

For the Years Ended December 31,
2013 2012

Reconciliation of Operating Income to Net Cash Provided by
Operating Activities:
Income from Operations $ 57,013,512 S 36,212,014
Adjustments to Reconcile Operating Income to Net Cash
provided by Operating Activities:

Depreciation 5,480,257 5,301,133
Interest Loss included in Operating Revenue 73,954 79,936
Other - Capital General Expenses 34,335 3,536

Changes in Assets and Liabilities:
Accounts Receivable (356,513) (513,788)
Prepaid Accounts (26,753) 325,618
Inventory 38,370 (181,166)
Accounts, Contracts and Retainage Payable 2,269,289 2,839,186
Unearned Toll & Concession Revenue 495,737 320,672
Accrued Salary, Vacation and Sick Leave Payable (794,775) (181,579)
Net Cash Provided by Operating Activities S 64,227,413 S 44,205,562

See independents auditors’ report.
The accompanying notes are an integral part of these financial statements.
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THE MAINE TURNPIKE AUTHORITY

Notes to Financial Statements
For the Years Ended December 31, 2013 and 2012

Note 1 — Summary of Organization and Significant Accounting Policies and Procedures

Reporting Entity — The Maine Turnpike Authority (the Authority) is a body corporate and politic created by an act
of the Legislature of the State of Maine, Chapter 69 of the Private and Special Laws of 1941 as amended,
authorized and empowered to construct, maintain and operate a turnpike at such a location as shall be approved
by the State Highway Commission and to issue turnpike revenue bonds of the Authority, payable solely from
revenues of the Authority. Under the provisions of the Act, turnpike revenue bonds and interest thereon shall not
be deemed debt or liability or a pledge of the faith and credit of the State of Maine.

During 1982, the Legislature of the State of Maine, Chapter 595 of the Public Laws of the State of Maine 1982,
authorized an act to amend the Maine Turnpike Authority Statutes. This act states that the Maine Turnpike
Authority shall continue in existence until such a time as the Legislature shall provide for termination and all
outstanding indebtedness of the Authority shall be repaid or an amount sufficient to repay that indebtedness
shall be set aside in trust.

For financial reporting purposes, the Authority is a stand-alone entity; there are no component units included in
the accompanying financial statements. In 2012 the Authority was determined to be considered a component
unit of the State of Maine, for reporting purposes only.

Basis of Accounting — The Authority prepares its financial statements on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America for proprietary funds,
which are similar to those for private business enterprises. Accordingly, revenues are recorded when earned and
expenses are recorded when incurred. Proprietary funds distinguish operating revenues and expenses from non-
operating activity. Operating revenues arise from providing goods or services to outside parties for a fee. The
intent of the governing body is that the operating costs, including administration and depreciation, of providing
goods or services to the general public on a continuing basis be financed or recovered primarily through user
charges. Revenues and expenses that are not derived directly from operations are reported as non-operating

revenues and expenses.

Operating Revenues and Expenses — The Authority’s operating revenues and expenses consist of revenues
earned and expenses incurred relating to the operation and maintenance of its System. Operating revenues for
fares are recognized as the vehicles pass through the toll system. Prepayments on account are recorded as
deferred fare revenue. Concession rental income is recognized based on the terms of the rental agreements. Net
fare revenue is net of credit card fees of 51,576,554 and 51,243,967 for 2013 and 2012, respectively.

Non-operating revenues — Non-operating revenues consists of the amortization of bond premiums realized on
previously issued debt, investment income earned and non-operating accounts and gains from the sale of capital

assets.
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Notes to Financial Statements, continued

Note 1 — Summary of Organization and Significant Accounting Policies and Procedures, continued

Interest Income on Operating Accounts — Interest income generated from on-going operations is included in
operating revenue, in accordance with the requirements outlined in GASB 34.

Cash and Equivalents — For purposes of the statements of cash flow, demand deposit accounts with commercial

banks, and cash invested in commercial money market funds are considered cash equivalents.

Investments — Investments are carried at fair value. Accrued interest paid upon the purchase of investments is
recoghized as interest income in the period it is earned.

Accounts Receivable — Accounts receivable consists primarily of toll revenues due from commercial accounts and
other tolling agencies. The Authority obtains surety bonds to cover commercial accounts receivable.
Management believes that all accounts receivable as of December 31, 2013 and 2012 are fully collectable.
Therefore, no allowance for doubtful accounts was recorded.

Inventory — Inventory consists of both EZ Pass transponders and salt. The EZ Pass transponders will be sold to
customers and are valued using the First-In First-Out (FIFO) method. Salt, to be used in operations is valued using
a weighted average method. Both the EZ Pass Transponders and salt are carried at the lower of cost or market.

Restricted Assets — Restricted assets of the Authority represent bond proceeds designated for construction, and

other monies required to be restricted for debt service, operations, maintenance, renewal and replacement.

Capital Assets — All capital assets are recorded on the balance sheet at historical cost. Capital assets are included
in one of the following categories: Infrastructure; Land and Land Improvements; Buildings; Vehicles; Toll System;
Computer and Other Equipment; Intangible Assets; and Construction in Progress.

Costs to acquire additional capital assets, and to replace existing assets or otherwise prolong their useful lives, are
capitalized for toll equipment, buildings, toll facilities, other related costs and furniture and equipment. The
Authority has elected to use the modified approach to infrastructure reporting under GASB 34. This means that,
in lieu of reporting depreciation on infrastructure, the Authority reports as preservation expense the costs
associated with maintaining the existing road in good condition. Infrastructure assets include roads, bridges,
interchanges, tunnels, right of way, drainage, guardrails, and lighting systems associated with the road.

Depreciation of toll equipment, buildings, toll facilities, other related costs, signs, software and furniture and
equipment is computed using the straight-line method, using the full-month convention, over the estimated
useful lives of the assets as follows:
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Notes to Financial Statements, continued

Note 1 — Summary of Organization and Significant Accounting Policies and Procedures, continued

Building 30 - 50 years
Building Improvements 15 — 20 years
Land Improvements (exhaustible) 15 years
Toll Equipment 5—10years
Furniture and Fixtures 5—=15years
Software 3 —10years
Computers, Printers and IT Equipment 3 — 5 years
Other Equipment (incl. Vehicles) 5—20vyears

The following minimum capitalization thresholds for capitalizing fixed assets are as follows:

Land and Improvements (non-exhaustible) S 1
Land Improvements (exhaustible) S 5,000
Buildings and Improvements S 25,000
Machinery/Equipment/Vehicles $ 5,000
Computers, Printers & IT Equipment S 5,000
Software $ 10,000
Infrastructure $ 100,000

Under the modified approach, infrastructure assets are considered to be “indefinite lived” assets; that is, the
assets themselves will last indefinitely and are, therefore, not depreciated. Costs related to maintenance,
renewal and replacement for these assets are not capitalized, but instead are considered to be period costs and
are included in preservation expense.

Construction in Progress represents costs incurred by the Authority for in-process activities designed to expand,
replace, or extend the lives of existing property and equipment.

Retainage Payable — Retainage payable represents amounts billed to the Authority by contractors for which
payment is not due pursuant to retained percentage provisions in construction contracts until substantial
completion of performance by contractor and acceptance by the Authority.

Prepaid Expenses — Expenses that benefit more than one reporting period are charged to Prepaid Expenses and
expensed over its service period. Examples include insurance premiums, software site licenses and service
contracts.

Accrued Vacation and Sick Leave Payable — Accrued vacation and sick leave payable includes accumulated
vacation pay and vested sick pay.

Accrued Salaries Payable — Accrued salaries payable includes salary and wage expense incurred at the end of the
period but not paid until the following period, which amounted to $203,629 and $768,858 for the years ended
December 31, 2013 and 2012, respectively, and are included on the balance sheet under Accrued Salary, Vacation
and Sick Leave Payable.
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Notes to Financial Statements, continued
Note 1 — Summary of Organization and Significant Accounting Policies and Procedures, continued

Unearned Toll Revenue — The Authority offers a prepaid balance program which allows patrons to carry a balance
on their account for future toll expenses. This balance is reduced by each trip through the tolls and can be
increased by the patron at any time. Up until October 31, 2012, the Authority offered a Commuter Plan to patrons
who travel regularly between the same two exits. Commuters paid a set fee, in advance, that covered a three
month period. Revenue was earned over the three month period on a prorated basis. On November 1, 2013 the
Authority replaced the Commuter Plan with a Volume Discount Plan for passenger vehicles.

Bond Premium, Discount and Issuance Costs — Bond premiums and discounts associated with the issuance of
bonds are amortized using the effective interest rate method over the life of the bonds. Bond issuance costs such
as bond insurance are amortized using the straight-line method over the life of the bonds. Other bond issuance
costs, such as consulting, legal and underwriter fees are expensed in the period they are incurred.

Refunded Bonds — The Authority defeased certain bonds in 2004, 2005, 2008 and 2012 by placing cash received
from the advanced refunding into an irrevocable escrow account to provide for all future debt service payments
on the defeased bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not
included in the Authority’s balance sheets.

Deferred Outflows of Resources — In addition to assets, the statement of financial position will sometimes report
a separate section for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense/expenditure) until then. The government only has one item
that qualifies for reporting in this category. It is the deferred charge on refunding reported in the government-
wide statement of net position. A deferred charge on refunding results from the difference in the carrying value
of refunded debt and its reacquisition price. This amount is deferred and amortized over the shorter of the life of
the refunded or refunding debt.

Use of Restricted/Unrestricted Net Position — When an expense is incurred for purposes for which both restricted
and unrestricted assets are available, the Authority’s policy is to apply restricted net position first.

Reclassifications — Certain amounts in the 2012 financial statements have been reclassified to conform to the
2013 classifications.

Recent Accounting Pronouncements — In March 2012, the GASB issued GASB Statement No. 65, “Iltems Previously
Reported as Assets and Liabilities”. This statement establishes accounting and financial reporting standards that
reclassify, as deferred outflows and inflows of resources, certain items that were previously reported as assets
and liabilities. The new statement is effective for periods beginning after December 15, 2012. The Authority
implemented GASB 65 in 2013 and is reflected in the comparative financial statements. Please see Note 14 on
page 31.

In June 2012, the GASB issued GASB Statement No. 68, “Accounting and Financial Reporting for Pensions” — an
amendment of GASB Statement No. 27. This statement improves accounting and financial reporting by state and
local government pensions. The new statement is effective for periods beginning after June 15, 2014. The
Authority is currently assessing the impact of this statement on its financial statements.
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Notes to Financial Statements, continued
Note 2 — Deposits and Investments
Deposits

Custodial Credit Risk-Authority Deposits: For deposits, custodial credit risk is the risk that in the event of a bank
failure, the Authority’s deposits may not be returned to it. As of December 31, 2013, the Authority reported
deposits of $676,073 with a bank balance of $588,731. The entire balance of $588,731 was covered by the F.D.I.C.
($515,755) or by additional insurance purchased on behalf of the Authority by the respective banking institutions
(572,976). As of December 31, 2012, the Authority reported deposits of $3,317,248 with a bank balance of
$3,303,424. The entire balance of $3,303,424 was covered by the F.D.I.C. ($3,062,046) or by additional insurance
purchased on behalf of the Authority by the respective banking institutions (5241,378).

Investments

At December 31, 2013, the Authority had the following investments and maturities:

Fair Value Less Than 1 Year 1-5 Years More Than 5 Years

U.S. Government Securities S 17,093,634 S - S - § -

U.S. Government Obligations S 14,301,245 S - S 8,096,838 S 6,204,407
Federated Treasury Obligation Fund S 115,874,181 S - Not Applicable S -

Total Investments S 147,269,060 S - § 8,096,838 S 6,204,407

At December 31, 2012, the Authority had the following investments and maturities:

Fair Value Less Than 1 Year 1-5 Years More Than 5 Years
U.S. Government Securities S 1,715,000 S 1,715,000 S - S -
U.S. Government Obligations $ 59683226 $ 44,789,708 S 6,375,151 $ 8,518,367
Federated Treasury Obligation Fund 72,172,868 Not Applicable
Total Investments $ 133,571,094 S 46,504,708 S 6,375,151 S 8,518,367
Deposits and investments are as follows:
2013 2012
Deposits $ 676,073 S 3,317,248
Investment 147,313,439 133,571,094
Total Deposits and Investments S 147,989,512 S 136,888,342

Deposits and investments have been reported as follows in the financial statements:

2013 2012
Cash and Equivalents S 17,778,869 S 5,573,525
Current Restricted Cash and Equivalents - 47,312,101
Noncurrent Restricted Cash and Equivalents 34,100,452 24,319,490
Current Restricted Investments 81,808,946 44,789,708
Restricted Investments - Long Term 14,301,245 14,893,518
Total Deposits and Investments $ 147,989,512 $ 136,888,342

. _______________________________________________________________________________________________________________________________________|
2013 Financial Statements — The Maine Turnpike Authority

35



Notes to Financial Statements, continued
Note 2 — Deposits and Investments, continued

Interest Rate Risk: The Authority’s policy for investment rate risk is as follows: Portfolio maturities will provide
for stability of income and reasonable liquidity; liquidity will be assured through practices ensuring that the next
disbursement date is covered through maturing to be staggered to avoid undue concentration in a specific
maturity sector.

Maturities selected will provide investments or marketable securities which can be sold to raise cash in a day’s
notice without loss of principal; and, risks of market price volatility will be controlled through maturity
diversification such that aggregate price losses on instruments with maturities exceeding one year shall not be
greater than coupon interest on investment income received from the balance of the portfolio.

Credit Risk: Maine statutes authorize the Authority to invest in obligations of the U.S. Treasury and U.S. agencies
and repurchase agreements. The Authority does not have a formal policy related to credit rate risk.

Custodial credit risk: investments — For investments, this is the risk that in the event of failure of the counterparty,
the Authority will not be able to recover the value of its investments or collateral securities that are in possession
of an outside party. The Authority is authorized to invest in: obligations of the U.S. government and its agencies
provided they are full faith and credit obligations fully insured or collateralized certificates of deposit at
commercial banks and savings and loan associations repurchase agreements collateralized by U.S. Treasury or
Agency securities; and money market mutual funds whose portfolios consist of government securities.

The Authority’s investment policy is to attain a market rate of return considered reasonable under generally
accepted market principles throughout budgetary and economic cycles while preserving and protecting capital in
the overall portfolio thus ensuring prudent use of public funds and preservation of the public’s trust. The
standard of prudence to be used by investment officials shall be the “prudent investor” standard and shall be
applied in the context of managing the overall portfolio. All security transactions, including collateral for
repurchase agreements, entered into by the MTA shall be conducted on a “delivery vs. payment” basis. Securities
will be held by a third party custodian, or Trust Department designated by the Executive Director, CFO, or Director
of Finance and evidenced by safekeeping receipts.
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Notes to Financial Statements, continued

Note 3 — Capital Assets

A Summary of changes to capital assets for the year ended December 31, 2013 is as follows:

Capitalized Assets Not Being Depreciated (cost)
Land

Infrastructure

Construction in Progress

Total Capital Assets Not Being Depreciated

Capitalized Assets Being Depreciated (cost)
Land Improvements (exhaustible)

Buildings

Improvements

Machinery and Equipment

Total Capital Assets Being Depreciated

Less Accumulated Depreciation for:
Land Improvements (exhaustible)
Buildings
Improvements
Machinery and Equipment
Total Accumulated Depreciation
Total Capital Assets Being Depreciated, net
Total Capital Assets

A Summary of changes to capital assets for the year ended December 31, 2012 is as follows:

Balance Balance
12/31/2012 Additions Transfers Disposals 12/31/2013
S 33,899,589 56,000 1,428,588 - $§ 35,384,177
380,018,318 (355,000) 17,015,945 (2,131,871) 394,547,390

17,088,769 14,619,951 (24,784,614) . 7,824,106
431,906,676 14,320,951 (6,340,081) (2,121,871) 437,755,673
8,864,847 = 233,010 (28,762) 9,069,095
63,664,465 (101,486) 2,494,825 (320,816) 65,736,988
48,487,707 1,707,502 3,612,246 (1,864,546) 51,942,908
121,017,019 1,606,015 6,340,081 (2,214,124) 126,748,992
(6,662,329) (354,385) - 28,762 (6,987,952)
(19,314,410) (2,176,353) = 255,762 (21,235,002)
(37,916,296) (2,949,518) - 1,820,193 (39,045,622)
(63,893,035) (5,480,257) - 2,104,717 (67,268,576)
57,123,984 (3,874,241) 6,340,081 (109,407) 59,480,416

$ 489,030,660 10,446,710 - (2,241,279) S 497,236,090

Balance Balance
12/31/2011 Additions Transfers Disposals 12/31/2012

Capitalized Assets Not Being Depreciated (cost)
Land $ 33,148,547 698,000 53,042 - $ 33,899,589
Infrastructure 349,948,573 8,491 30,774,906 (713,652) 380,018,318
Construction in Progress 26,861,444 22,119,058 (30,991,733) - 17,988,769
Total Capital Assets Not Being Depreciated 409,958,564 22,825,549 (163,785) (713,652) 431,906,676
Capitalized Assets Being Depreciated (cost)
Land Improvements (exhaustible) 8,864,847 - - - 8,864,847
Buildings 64,048,912 34,110 3,806 (422,363) 63,664,465
Improvements - - - - -
Machinery and Equipment 47,424,371 1,542,538 159,979 (639,181) 48,487,707
Total Capital Assets Being Depreciated 120,338,130 1,576,648 163,785 (1,061,544) 121,017,019
Less Accumulated Depreciation for:

Land Improvements (exhaustible) (6,314,088) (348,241) - - (6,662,329)

Buildings (17,587,823) (2,107,887) = 381,300 (19,314,410)

Improvements - - - - -

Machinery and Equipment (35,707,254)  (2,845,005) - 635,963 (37,916,296)
Total Accumulated Depreciation (59,609,165) (5,301,133) - 1,017,262 (63,893,036)
Total Capital Assets Being Depreciated, net 60,728,965 W (3,724,484) 163,785 (44,282) 57,123,984
Total Capital Assets $ 470,687,529 19,101,065 0 (757,934) $ 489,030,660
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Notes to Financial Statements, continued
Note 4 — Letter of Credit

The Authority has a $20 million letter of credit with Bangor Savings Bank which expires on December 31, 2014. It
is secured under the General Resolution solely by the Authority’s Revenues (as defined therein) on a subordinated
basis to the Authority’s outstanding bonds and additional bonds to be issued on a senior basis, all in accordance
with the Resolution. There was no outstanding balance on the letter of credit as of December 31, 2013 and 2012.

Note 5 — Net Position

Net position represents the difference between assets, deferred outflows of resources, and liabilities. Net
investment in capital assets, consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of bonds and adding back any unspent proceeds. Net position is reported as restricted
when there are limitations imposed on their use either through the enabling legislations or through external
restrictions imposed by creditors, grantors or laws or regulations of other governments. The Authority’s net
investment in capital assets was calculated as follows:

Years Ended December 31,

2013 2012
Capital Assets S 564,504,666 $§ 552,923,695
Unspent Bond Proceeds 32,311,335 51,864,095
Accumulated Depreciation (67,268,576) (63,893,036)
Bonds Payable (412,130,000) (425,705,000)
Total Net Investment In Capital Assets S 117,417,425 S 115,189,754

Note 6 — Long-term Debt
Revenue Bonds Payable

The Authority issues revenue bonds from time to time for the purpose of financing capital improvements and new
projects. As of December 31, 2013, the Authority had the following outstanding bonds:

¢ $115,050,000 of Series 2004 Revenue Bonds, issued in October 2004, to pay a portion of the costs of
various turnpike projects and to advance refund a portion of the principal amount of the Series 1994, 1997
and 2000 bonds.

* 576,715,000 of Series 2005 Revenue Bonds, issued in April 2005, to advance refund a portion of the
principal amount of the Series 2000 bonds.

* 550,000,000 of Series 2007 Revenue Bonds, issued in September 2007, to pay a portion of the costs of
various turnpike projects.

® 545,885,000 of Series 2008 Refunding Revenue Bonds, issued in May 2008, to advance refund principal amounts
of the Series 1998 Refunding Bonds, which was called in July 2008.

¢ 550,000,000 of Series 2009 Revenue Bonds, issued in February 2009, to pay a portion of the costs of
various turnpike projects, interest only until 2014.

* 568,990,000 of Series 2012A Revenue Bonds, issued in March 2012, to pay a portion of the costs of
various turnpike projects.
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Notes to Financial Statements, continued
Note 6 — Long-term Debt, continued
* 584 240,000 of Series 2012B Revenue Refunding Bonds. The proceeds from the bonds were used to advance

refund all of the Series 2003 Bonds maturing in the years 2014 through 2033, and a portion of the Series 2004
Bonds maturing in the years 2022 through 2030, in the outstanding principal amount of $87,055,000.

Interest on all bonds is payable semi-annually on January 1st and July 1st of each year. The bonds will mature on
July 1st in the years and principal amounts noted below:

Issue Amount Issued Maturity Date Interest Rate  Balance 12/31/2013
Series 2004 115,050,000 7/1/2005 - 2030 3.00-5.25 % 54,645,000
Series 2005 76,715,000 7/1/2006 - 2030 3.00-5.125% 75,770,000
Series 2007 50,000,000 7/1/2013 - 2037 3.75-5.25 % 48,955,000
Series 2008 45,885,000 7/1/2010 - 2018 3.00-5.00 % 29,530,000
Series 2009 50,000,000 7/1/2014 - 2038 3.00-6.00 % 50,000,000
Series 2012 153,230,000 7/1/2014 - 2042 2.00-5.00 % 153,230,000

Total Revenue Bonds Payable $ 412,130,000

Requirements for the repayment of the outstanding revenue bonds are as follows:

Principal Interest Total debt service

2014 15,775,000 20,109,921 35,884,921
2015 16,535,000 19,344,234 35,879,234
2016 17,250,000 18,618,959 35,868,959
2017 18,090,000 17,793,046 35,883,046
2018 18,945,000 16,929,384 35,874,884
2019-2023 80,410,000 72,674,090 153,084,090
2024-2028 102,540,000 51,482,175 154,022,175
2029-2033 81,975,000 26,474,044 108,449,044
2034-2038 44,660,000 11,153,188 55,813,188
2039-2042 15,950,000 2,042,500 17,992,500
Totals $ 412,130,000 $ 256,622,040 $ 668,752,041
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Notes to Financial Statements, continued
Note 6 — Long-term Debt, continued

A summary of changes in revenue bonds is as follows:

12/31/12 Additions Reductions 12/31/13

Series 2003 1,360,000 . (1,360,000) .
Series 2004 60,575,000 - (5,930,000) 54,645,000
Series 2005 75,900,000 s (130,000) 75,770,000
Series 2007 50,000,000 - (1,045,000) 48,955,000
Series 2008 34,640,000 e (5,110,000) 29,530,000
Series 2009 50,000,000 : ’ 50,000,000
Series 2012 153,230,000 - - 153,230,000

Totals $ 425,705,000 $ - $(13,575,000) $ 412,130,000

Special Obligation Bonds Payable

¢ 519,480,000 of Series 2008 Special Obligation Refunding Bonds, issued in May 2008, to refund all of the
Authority’s outstanding Series 1998 Special Obligation Bonds. The Special Obligation Refunding Bonds are
subordinate to the outstanding Revenue Bonds and were originally issued in 1996.

Issue Amount Issued Maturity Date Interest Rate  Balance 12/31/2013
Series 2008 S 19,480,000 7/1/2009 - 2018 3.00-4.00 % S 11,005,000
Total Special 0b|i§aticm Bonds Payable S 11,005,000

Requirements for the repayment of the outstanding special obligation bonds are as follows:

Principal Interest Total Debt Service

2014 2,045,000 413,888 2,458,888
2015 2,120,000 342,313 2,462,313
2016 2,195,000 268,113 2,463,113
2017 2,275,000 185,800 2,460,800
2018 2,370,000 94,800 2,464,800
Totals S 11,005,000 S 1,304,914 § 12,309,914
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Notes to Financial Statements, continued

Note 6 — Long-term Debt, continued

A summary of changes in special obligation bonds is as follows:

12/31/12 Additions Reductions 12/31/13
Series 2008 12,990,000 0 (1,985,000) 11,005,000
Totals S 12,990,000 S - $ (1,985,000) $ 11,005,000

Changes in Revenue and Special Obligation long-term liability for the year ended December 31, 2013, was as

follows:
Due within
12/31/2012 Additions Reductions 12/31/2013 one year
Revenue Bonds $425,705,000 S - S (13,575,000) $412,130,000 $15,775,000
Special Obligation Bonds 12,990,000 - (1,985,000) 11,005,000 2,045,000
Subtotal 438,695,000 - (15,560,000) 423,135,000 17,820,000
Adjustment for Premium / Discounts 28,169,104 - (2,509,446) 25,659,658 -

Total $466,864,104 $ $ (18,069,446) $448,794,658 $17,820,000

Changes in Revenue and Special Obligation long-term liability for the year ended December 31, 2012, was as

follows:
Due within

12/31/2011 Additions Reductions 12/31/2012 one year
Revenue Bonds $371,485,000 S 153,230,000 $ (99,010,000) $425,705,000 513,575,000
Special Obligation Bonds 14,890,000 - (1,900,000) 12,990,000 1,985,000
Subtotal 386,375,000 153,230,000 (100,910,000) 438,695,000 15,560,000

Adjustment for Premium / Discounts 14,135,788 19,034,371 (5,001,055) 28,169,104 -
Total $400,510,788 $172,264,371 $(105,911,055) $466,864,104 $15,560,000
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Notes to Financial Statements, continued

Note 7 — Debt Service Reserve Fund

The general bond resolution requires the Authority to fund the Debt Service Reserve Requirement with cash and
investments or with a surety policy or letter of credit. In order to satisfy this requirement, the Authority acquired
surety policies issued by Financial Guaranty Insurance Company (FGIC), Financial Security Assurance, Inc (FSA),
MBIA Insurance Company and AMBAC Assurance Corporation. The surety policies cover various series and

terminate on various dates in the future. A summary of the surety policies purchased is as follows:

Debt Service Reserve

Fund Surety Policy Termination Maximum
Provider Series Availability Date Amount
FSA 2004 July 1, 2030 1,781,929
— All Turnpike Revenue Bonds July 1, 2018 TP RiO0e
Issued Prior to 2004 d BT
Ambac All Turnpike Revenue Bonds July 1, 2030 4,871,359
FSA All Turnpike Revenue Bonds July 1, 2018 2,308,902

Each of the providers of the Debt Service Reserve Fund surety policies was rated Aaa by Moody’s and AAA by
Standard & Poor’s (S&P) at the time of issuance of its respective policy. However, each of MBIA, FGIC, Ambac and
FSA have been downgraded significantly as a result of their exposure to the 2008 sub-prime mortgage risk and do
not maintain ratings by Moody’s and S&P at least equal to the ratings on the Authority’s outstanding revenue
bonds.

Accordingly, each of the policies from MBIA, FGIC, Ambac and FSA, while still in effect, no longer qualify under the
general bond resolution to meet the Debt Service Reserve Fund requirement.

Currently, the Debt Service Reserve requirement is $17,942,461, which is one half of maximum annual debt
service (MADS). In response to the downgrades of MBIA, FGIC, Ambac and FSA, the Authority has funded the
Debt Service Reserve Fund of $17,972,461 with cash, keeping the Authority in compliance with its bond resolution
requirement of funding one half of MADS.

Note 8 — Maine Public Employees Retirement System (MainePERS) — Consolidated Retirement Pension Plan

Plan Description — The Authority participates in the Maine Public Employees Retirement System, a multiple-
employer defined benefits pension plan, which covers substantially all employees. The MainePERS provides
retirement, disability and death benefits to plan participants and beneficiaries. Employees are eligible for normal
retirement upon attaining age sixty and early retirement after completing twenty-five or more years of service.
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Notes to Financial Statements, continued

Note 8 — Maine Public Employees Retirement System (MainePERS) — Consolidated Retirement Pension Plan,
continued

Funding Policy — Plan participants are required to contribute 6.5% of their annual compensation and the Authority
is required to contribute at an actuarially determined rate. The current rate is 6.5% of employee earned
compensation.

The Maine Turnpike Authority’s contributions to MainePERS were approximately $1,536,945, $1,423,355 and
$1,315,433 for the years ended December 31, 2013, 2012 and 2011, respectively.

Note 9 — Operating Lease

In 2006, the Authority entered into lease agreements with HMS Host and CN Brown to operate its five service
plazas on the Turnpike. The Authority entered into the arrangements as a means to provide services to users of
the Turnpike in a more efficient, cost-effective manner. The terms of the agreements are as follows. The lease
agreement with HMS Host is contingent based on sales however also provides a guaranteed minimum rent of
$3,050,000 or 85% of the previous year’s rental, whichever is greater. In addition, the Authority received
contingent rentals of $299,955 and $208,567 in 2013 and 2012, respectively. The lease agreement with CN Brown
provides for contingent rent based on sales. The Authority received $792,468 and $793,048 in contingent rentals
from CN Brown in 2013 and 2012, respectively.

On April 1%, 2013 the Authority entered into a lease agreement with Maine Crafts Association for an area located

in the Authority’s West Gardiner Service Plaza. The lease agreement is contingent based on gross sales, however,
also requires a guaranteed minimum rent of $500 per month from April 1, 2013 through April 30, 2015. Beginning
May 1, 2015, the monthly minimum rent increases to $800 through the end of the contract on April 1, 2018. The

Authority received minimum rent of $4,000 from Maine Crafts Association in 2013. There was no contingent rent
due the Authority for 2013 based on gross sales from Maine Crafts Association.

Contingent rent for HMS host is 20% of sales for years 1-10, 21% of sales for years 11-20 and 22% of sales for
years 21-30. Contingent rent for CN Brown is based on the gallons of gasoline and diesel fuel sold at a fuel rent
factor of 8 cents per gallon, adjusted upward each year for the Consumer Price Index Change, plus 10% of the
sales of other products, plus 5% of the sales of tobacco products and plus 2% of the amount received from the
Lottery Commission. The Authority has retained the right to approve the activities of the lessees and also has
established limits to the prices that can be charged to customers. Contingent rent for the Maine Crafts
Association is 2% on all gross sales exceeding $500,000, and 4% on all gross sales exceeding $600,000.

The lease agreement with HMS Host requires $8 million of capital improvements to be paid for by HMS Host,
consisting of leasehold improvements, equipment and furnishings as approved by the Authority. $4 million of
these improvements must be incurred prior to December 31, 2017 and the remaining $4 million must be incurred
prior to December 31, 2027.

The leased facilities are reported as capital assets of the Authority with a net book value of $28,069,168 and
$29,147,841 as of December 31, 2013 and 2012, respectively.
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Notes to Financial Statements, continued
Note 9 — Operating Lease, continued

Future minimum rentals to be received under the HMS Host lease as of December 31, 2013 are as follows:

2014 3,050,000
2015 3,050,000
2016 3,050,000
2017 3,050,000
2018 3,050,000
2019 - 2023 15,250,000
2024 - 2028 15,250,000
2029 - 2033 15,250,000
2034 - 2037 10,675,000
Total $ 71,675,000

Future minimum rentals to be received under the Maine Crafts Association lease as of December 31, 2013 are as
follows:

2014 6,000
2015 8,400
2016 9,600
2017 9,600
2018 2,400
Total $ 36,000

Note 10 — Other Post Employment Benefits (OPEB)

The Governmental Accounting Standards Board (GASB) Statement Number 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions, was implemented, as required, by the
MTA on January 1, 2008. Under this pronouncement, it requires that the long-term cost of retirement health care
and obligations for other postemployment benefits be determined on an actuarial basis and reported similar to
pension plans.

Plan Descriptions. In addition to providing pension benefits, the Authority provides health care benefits for
certain retired employees. Eligibility to receive health care benefits follows the same requirements as MainePERS.
Eligible retirees receive 100% paid health benefit coverage, Anthem POS plan until age 65 or Medicare Advantage
plan at the age of 65. The Authority paid approximately $1,260,000 of insurance contributions for approximately
250 retirees for the year end December 31, 2013. Benefit provisions are established and amended through
negotiations between the Authority and the respective unions.

GASB Statement Number 45 requires the Authority to perform an actuarial analysis of its OPEB costs. In
December 2012, the Authority entered into a contract with an external consultant to assist in the determination
and valuation of the Authority’s OPEB liability for 2012 and 2013. The most recent OPEB liability actuarial
valuation was completed by the consultant in February 2013.
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Notes to Financial Statements, continued
Note 10 — Other Post Employment Benefits (OPEB), continued

Funding Policy and Annual OPEB Cost. GASB Statement Number 45 does not mandate the prefunding of post
employment benefit liabilities. The Authority currently plans to only partially fund (on a pay-as-you-go) the
annual required contribution (ARC), an actuarially determined rate in accordance with the parameters of GASB
Statement Number 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial liabilities over a period not to exceed thirty
years.

The following table represents the OPEB costs for the year, the amount contributed and changes in the OPEB
plan:

Years Ended December 31,

2013 2012
Normal Cost S 1,583,000 S 1,533,000
UAAL amortization 2,335,000 2,166,000
Annual Required Contribution/OPEB Cost 3,918,000 3,699,000
Interest on Net OPEB Obligation 473,000 386,000
Net OPEB Obligation Adjustment (1,330,802) (386,000)
Contributions Made (Pay-As-You-Go) (1,260,198) (1,197,000)
Increase in Net OPEB Obligation 1,800,000 2,502,000
Net OPEB Obligation - Beginning of Year 12,161,000 9,659,000
Net OPEB Obligation - End of Year S 13,961,000 S 12,161,000

The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB
obligation was as follows:

Years Ended December 31,

2013 2012

Annual Required Contribution (ARC) $ 3918000 S 3,699,000
Actual Contributions (Pay-As-You-Go) 1,260,198 1,197,000
Percentage Contributed 32.2% 32.4%
Actuarial Accrued Liability S 51,530,000 S 49,537,000
Plan Assets - -

Unfunded Actuarial Accrued Liability 51,530,000 49,537,000
Covered payroll S 17,670,000 S 17,114,000
Unfunded actuarial accrued liability as a percentage of covered payroll 291.6% 289.5%
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Notes to Financial Statements, continued
Note 10 — Other Post Employment Benefits (OPEB), continued

For the year ended December 31, 2011 the ARC was $3,772,000, the actual contribution was $1,084,000 and the
percentage contributed was 29.0%.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of
events in the future. Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared to past
expectations and new estimates are made about the future. The required schedule of funding progress presented
as required supplementary information provides multiyear trend information that shows whether the actuarial
value of plan assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Actuarial Methods and Assumptions. Projections of benefits are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits in force at the valuation date
and the pattern of sharing benefit costs between the Authority and plan members at that point. Actuarial
calculations reflect a long-term perspective and employ methods and assumptions that are designed to reduce
short-term volatility in actuarial accrued liabilities and the actuarial value of plan assets. Significant methods and
assumptions were as follows:

2013 2012

Actuarial valuation date 1/1/13 1/1/13
Actuarial cost method Entry age normal Entry age normal
Amortization method Level percent of payroll  Level percent of payroll
Remaining amortization period 25 years 26 years
Actuarial assumptions:

Investment rate of return 4.0% 4.0%

Projected salary increases 3.3% 3.3%

Healthcare inflation rate 5.0% - 8.9% 5.0% - 8.9%

Note 11 — Union Contract

The Authority has an agreement with the Maine State Employees Association, which covers Supervisors and
Employees, which expired December 31, 2011. The Authority is currently negotiating with the union to execute a
new contract and is currently in static-status quo. A tentative agreement with the employee’s bargaining unit is
expected to go out to vote in March 2014. The Authority does not anticipate significant increases in costs. The
contract would be retroactive to January 1, 2014.
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Notes to Financial Statements, continued
Note 12 — Commitments and Contingencies

The Authority is a defendant in various lawsuits. Although the outcomes of the lawsuits are not presently
determinable, it is the belief of the Authority’s legal counsel that any settlement or damages assessed would be
covered by insurance, and therefore should not have a material adverse effect on the Authority’s financial
condition

Commitments on outstanding construction projects for improvements and maintenance totaled approximately
$19,538,391 and $3,153,885 as of 12/31/2013 and 12/31/2012, respectively.

Due to changes to enabling legislation in 2011, the Authority is potentially obligated to provide 5% of its annual
operating revenues to the Maine Department of Transportation (MaineDOT). The Authority has incurred and
expects to continue to incur significant expenses from construction projects that will be of mutual benefit to
MaineDOT and accordingly has met its obligation to MaineDOT.

Note 13 — Risk Management

The Authority is exposed to various risks of loss related to theft of, damage to and destruction of assets, errors
and omissions and natural disasters for which the Authority is insured through various commercial insurance
carriers. As required by the Authority’s contract with its bondholders, the Authority’s consulting engineer certifies
each year that insurance limits and coverage adequately protect the properties, interests, and operations of the
Authority. Claims expenditure, liabilities and reserves are reported when it is probable that a loss has occurred
and the amount of the loss can be reasonably estimated.

The Authority is self-insured for its workers’ compensation liability. The program provides coverage for up to a
maximum of $1,000,000 for each workers’ compensation claim and $25,000,000 in the aggregate. In addition, the
Authority purchases excess workers’ compensation insurance to limit its financial risk. The Authority is
responsible for claims made up to $750,000 per covered claim. Reserves are estimated at one hundred percent of

expected expenditures. Settled claims have not exceeded the commercial coverage in any of the past three years.

The following summarizes the claims activity with respect to the Authority’s self-insured workers’ compensation

program:
2013 2012
Unpaid Claims as of January 1 S 1,812,590 S 1,521,350
Incurred Claims 651,741 719,413
Total Claim Payments 532,902 428,173
Current Claims Liability 536,900 536,450
Long-term Claims Liability 1,394,529 1,276,140
Total Unpaid Claims Liability S 1,931,429 ) 1,812,590
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Notes to Financial Statements, continued
Note 14 — Restatement of Net Position

In March 2012, the Governmental Accounting Standards Board issued Statement No. 65, “Items previously
Reported as Assets and Liabilities”, which was implemented during the year ended December 31, 2013 and
applied retroactively to the year ended December 31, 2012. This statement established accounting and financial
reporting standards that reclassify certain bond issuance costs as expenses that were previously reported as
assets. The effect on the change in net position for December 31, 2012 was a decrease of $946,735 from
$14,595,839 to $13,649,104.

Net position as of December 31, 2012 has been restated as follows:

Net position, December 31, 2011, as previously reported § 139,032,130
Change in Net Position, December 31, 2012 as previously reported 14,595,839
Prior period adjustment:
GASB 65 adjustments to Bond Issuance Costs prior to 2012 - prior period adjustment (5,054,359)
GASB 65 adjustments to Bond Issuance Costs in 2012 - change to increase in net position (946,735)
Net position, December 31, 2012, as restated $ 147,626,875
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REQUIRED SUPPLEMENTARY INFORMATION

Trend Data on Infrastructure Condition

The Authority has elected to use the modified approach to infrastructure reporting under GASB 34. The
Authority’s consulting engineers are required to make an inspection at least once a year of the Turnpike, and, on
or before the first day of October of each year, to submit to the Authority a report setting forth (a) their findings
whether the Turnpike has been maintained in good repair, working order and condition, (b) their advice and
recommendations as to the proper maintenance, repair and operation of the Turnpike during the ensuing Fiscal
Year and an estimate of the amount of money necessary for such purposes, (c) their advice and recommendations
as to the amounts and types of insurance to be carried, and (d) their recommendations as to the amount that

should be deposited into the Reserve Maintenance Fund during the upcoming Fiscal Year.

The roadways are rated on a 10-point scale, with 10 meaning that every aspect of the roadway is in new and
perfect condition. The Authority’s system as a whole is given an overall rating, indicating the average condition of
all roadways operated by the Authority. The assessment of condition is made by visual inspection designed to
reveal any condition that would reduce highway-user benefits below the maximum level of service. The
Authority’s policy is to maintain the roadway condition at rating of 8 (generally good condition) or better. The
results of the 2013 inspection states that the Maine Turnpike has been maintained in generally good condition

and presents a favorable appearance.
The budget to actual expenditures for Preservation for 2013 is as follows:

Actual
14,401,856

Budget
13,788,300 S

Preservation Expense S

Retiree Healthcare Plan

Actuarial Actuarial UAAL as a

Actuarial Value of  Accrued Liability Unfunded AAL Funded Percentage of
Valuation Assets (AAL) - Entry Age (UAAL) Ratio Covered Payroll Covered Payroll

Date (@) (b) (b-a) (a/b) (c) [(b-a) / c]
12/31/09 0 39,815,000 39,815,000 0.00% 19,064,000 208.8%
12/31/10 0 48,563,000 48563,000 0.00% 19,699,000 246.5%
12/31/11 0 48,563,000 48,563,000 0.00% 20,093,000 241.7%
12/31/12 0 49,537,000 49,537,000 0.00% 17,114,000 289.5%
12/31/13 0 51,530,000 51,530,000 0.00% 17,670,000 291.6%

. _______________________________________________________________________________________________________________________________________|
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OTHER SUPPLEMENTARY INFORMATION

Calculation of the Composite Debt Service Ratio, as Defined by the Bond Resolutions and Related Documents

(000’s)
Years Ended December 31st,
2013 2012
Revenues:
Net Fare Revenue S 121,817 S 104,508
Concession Rental 4,148 4,052
Investment Income * (110) (99)
Miscellaneous 1,135 1,142
Total Revenues S 126,990 S 109,603
Expenses:
Operations 21,605 23,031
Maintenance 10,556 10,565
Adminstrative 2,205 2,399
Total Expenses S 34,366 S 35,995
Net Operating Revenues S 92,624 S 73,608
Debt Service Payments 4 34,341 29,274
Reserve Maintenance Fund Deposit 31,000 30,000
MDOT Account / Sub Debt Fund Deposit 2,463 2,462
Other General Reserve Fund Deposits S 24,820 S 11,872
Debt Service Ratio of Net Revenues to Debt Service > 2.70 2.51

Note: Revenues and expenses are presented on this schedule on the accrual basis in accordance with accounting

principles generally accepted in the United States of America. Certain amounts included on the Statements of

Revenues, Expenses, and Changes in Net Position are not part of the net revenues, as defined, and therefore

excluded from this schedule.

* Capital fund and Rebate Fund earnings are not included in investment income, consistent with the Maine

Turnpike Revenue Bond Resolution.

% Represents Debt Service Deposits, net of capitalized interest, on the outstanding Revenue Bonds only.

? Net Revenues divided by Debt Service. The Bond Resolution requires a minimum ratio of 2.0.
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OTHER SUPPLEMENTARY INFORMATION, Continued

Statement of Activities for the State of Maine General Purpose Financial Statements (000’s)

Net Revenue
(Expense) and
Changes to Net

Program Revenues Assets
Program Operating Capital
Charges for Investment Grantsand Grants/
Functions/Programs Expenses Services Income Contrib. Contrib. Total
Governmental Activities
Subtotal Governmental Activities - - - - - -
Business-type Activities:
THE MAINE TURNPIKE AUTHORITY 90,746 121,817 31,071
Subtotal Business-type Activities 90,746 121,817 - - - 31,071
Total 90,746 121,817 - - - 31,071
General Revenues:
Unrestricted Interest and Investment Earnings (475)
Non program Specific Grants, Contributions & Apprc -
Miscellaneous Income 5,283
Gain (Loss) on Asset Dispositions (2,509)
Extraordinary Item -
Total General Revenues and Extraordinary Items 2,299
Change in Net Assets 33,370
Net Assets, Beginning of the year, As Restated 147,627
Net Assets, End of the Year 180,997
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