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Robert O. Lenna, Executive Divector
Tel 207-622-9386
Fax 207-623-5359

December 5th, 2008

The Honorable John E. Baldacci
Governor of the State of Maine
State House Station #1

Augusta, ME 04333

Dear Governor Baldacci:

On behalf of the Commissioners and staff of the Maine Municipal Bond Bank, I am pleased to provide you with
our 2008 year-end Annual Report.

The Maine Municipal Bond Bank was established by the legislature in 1972. Since its inception the Bond Bank
has issued in excess of $3 billion for funding to meet the needs of Maine’s municipalities. During its thirty-six
year history the Bond Bank has never experienced a default.

Within the 2008 fiscal year, the Bond Bank sold $102,620,000 under its General Bond Resolution Program.
Those sales provided sixteen towns, four cities, six school systems, and five utility districts with lower cost
capital funding to meet their municipal needs.

Also in 2008, the Bank and the Department of Education have successfully committed $5,156,339 from the
State Revolving Loan Fund for school renovation projects. The Maine Municipal Lease Program funded

$2,015,362 in lease transactions.

The Maine Clean Water Revolving Loan Fund and the Maine Drinking Water Revolving Fund provided loans
totaling $57,636,126 to finance forty-seven projects in fiscal year 2008.

We are proud of our accomplishments within fiscal year 2008 and look forward to continuing our commitment
of providing a service that benefits the growing needs of the State of Maine.

Sincerely,

il LA

Stephen R. Crockett
Chairman

3 University Drive ¢ P.O.Box 2268 ¢ Augusta, Maine ¢ 04338-2268 ¢ www.mmbb.com
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Investments Held By Trustee and Board Designated Investments ( Continued)

General Tax-Exempt Fund Group
Investments held by trustee:
Guaranteed investment contracts
U.S. Government obligations
U.S. Government-sponsored enterprises
U.S. Treasury strips
Cash and cash equivalents

Special Obligation Taxable Fund Group
Investments held by trustee:
Cash and cash equivalents

Sewer and Water Fund Groups
Investments held by trustee:
Revolving Loan Fund Group —
Waste Water:

Guaranteed investment contracts
U.S. Government obligations
U.S. Government-sponsored enterprises
Certificates of deposit
Cash and cash equivalents

Revolving Loan Fund Group —
Drinking Water:
U.S. Government-sponsored enterprises
Cash and cash equivalents

Operating Fund Group:
U.S. Government-sponsored enterprises
Cash and cash equivalents

School Facilities Fund Group
Investments held by trustee:
U.S. Government-sponsored enterprises
Cash and cash equivalents
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Fair
Value

$ 14,594,636
10,428,498
13,642,914
83,871,254
24,181,846

$.146,719,148

$_ 225.141
$___ 225,141

—

$ 9,079,124
206,417
44,327,585
3,671,531
8,520,815

$_ 65,805,472

$ 6,940,261
8,224,841
$_15,165,102

$ 250,351
4,040,299
$_ 4,290,650

$ 10,496,273
6,208,980

$_ 16,705,253



MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Investments Held By Trustee and Board Designated Investments (Continued)

As a means of limiting its exposure to fair value losses arising from rising interest rates, the Bond Bank’s
investment policy provides that investment maturities be closely matched with future bond principal and
interest requirements, which are the primary use of invested assets. Further, guaranteed investment
contracts, which maturities are also closely matched with future bond principal and interest
requirements, contain provisions that allow the Bond Bank to terminate individual contracts at par. The
Bond Bank’s general practice has been to hold all debt securities to their maturity, at which point the
funds are needed to make required bond principal and interest payments for the respective resolutions.
The following table provides information on future maturities of the Bond Bank’s investments in
guaranteed investment contracts, U.S. Government obligations, U.S. Government-sponsored enterprises
and U.S. Treasury Strips as of June 30, 2008:

Fair Less than One to Six to More than
Value One Year Five Years Ten Years Ten Years
General Operating Account
U.S. Government-
sponsored enterprises  $__ 17,014,346 $_ 5,047,355 $.11,966,991 $ — $ —
General Tax Exempt Fund Group
Guaranteed investment
contracts $ 14594636 $ 2,401,198 $ - $ - $ 12,193,438
U.S. Government
obligations 10,428,498 1,861,330 1,825,476 1,754,451 4,987,241
U.S. Government-
sponsored enterprises 13,642,914 — 3,114,944 5,223,218 5,304,752
U.S. Treasury strips 83,871,254 8,820,162 35.074.068 23,271,129 16,705,895
$.122,537.302 $.13,082,690 $.40,014,488 $.30,248,798 $.39.191,326
Revolving Loan Fund Group — Waste Water
Guaranteed investment
contracts $ 9,079,124 $ - $ 1,231,500 $ 6,482958 $ 1,364,666
U.S. Government
obligations 206,417 - - 206,417 -
U.S. Government-
sponsored enterprises 44,327,585 12,443,468 31,884,117 - -
Certificates of deposit 3,671,531 3,045,093 626,438 - -
$_ 57284657 $.15488561 $.33,742,055 $_ 6,689,375 $_ 1,364,666
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Investments Held By Trustee and Board Designated Investments (Continued)

Fair Less than One to Six to More than
Value One Year Five Years Ten Years Ten Years

Revolving Loan Fund Group — Drinking Water

U.S. Government-

sponsored enterprises  $__ 6,940,261 $_ 4,801,076 $_ 1,997,375 § — $ 141,810
$__6,940261 $_4,801,076 $_1,997,375 $ = $__ 141,810

Revolving Loan Fund Group — Operating Fund Group

U.S. Government-
sponsored enterprises $ 250351 $__ 250351 §$ - 3 - -

School Facilities Fund Group

U.S. Government-
sponsored enterprises  $_ 10,496,273 $_ 3,261,880 $_ 7,234,393 $ - $ -

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the
Bond Bank will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. The Bond Bank’s investments are primarily held by U.S. Bank and
Bangor Savings Bank. Management of the Bond Bank is not aware of any issues with respect to
custodial credit risk at either bank at June 30, 2008.

For an investment, credit risk is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations to the Bond Bank. Credit risk is measured by the credit quality ratings of issuers as
described by nationally recognized rating organizations. The Bond Bank’s investment policy limits its
investments to those with high credit quality, such as U.S. Treasury Obligations and U.S. Government-
sponsored enterprises securities, as rated by rating agencies such as Moody’s Investor Service or
Standard and Poor’s, or guaranteed investment contracts backed by high credit quality banks and
insurance companies. The Bond Bank requires providers of guaranteed investment contracts to have and
maintain a long-term unsecured debt obligation rating or claims paying ability equal to or greater than
“AA” or “Aa”. If the long-term rating falls below these thresholds, the provider must either (i) pledge
additional collateral to restore the rating or (ii) permit the Bond Bank to withdraw the funds at par and
without penalty.

At June 30, 2008, the Bond Bank’s guaranteed investment contracts within the General Tax Exempt
Fund Group and Revolving Loan Fund Group are primarily with three institutions, all of which are AA
rated or better.
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Investments Held By Trustee and Board Designated Investments (Continued)

The Bond Bank has invested some of its long-term funds in U.S. Government principal-only strips in
order to maximize yields coincident with cash needs for operations, debt service, and arbitrage. These
securities are similar to zero coupon bonds which are purchased deeply discounted, with the Bond Bank
receiving its only repayment stream at maturity; therefore, they are sensitive to interest rate changes.
These securities are reported at fair value in the balance sheet. The fair value of these investments is
approximately $83,900,000 at June 30, 2008.

Trustee held cash and cash equivalents at June 30, 2008 consist primarily of money market funds
secured by short-term U.S. Treasury obligations.

The cash and cash equivalents of the Bond Bank’s General Operating Account at June 30, 2008 consist
entirely of money market funds secured by short-term U.S. Treasury obligations, held by a trust
company.

Bonds Payable

Total General Tax-Exempt Fund Group Bonds payable consist of the following at June 30, 2008:

Amount
Original Amount Outstanding
Maturity Issued June 30, 2008

Series 1993 B and C, 5% — 5.85%,

dated May 1, 1993 1994 — 2020 $ 40,070,000 $ 5,130,000
Series 1994 D, 4% — 6.3%,

dated September 1, 1994 1995 -2014 12,365,000 5,420,000
Series 1997 A and B, 5.10% — 5.75%,

dated May 1, 1997 1998 — 2017 31,870,000 2,770,000
Series 1997 C and D, 4.5% — 5.35%,

dated October 1, 1997 1998 — 2017 50,785,000 4,195,000
Series 1998 A, 3.70% — 5.50%,

dated February 1, 1998 1999 — 2012 60,950,000 32,275,000
Series 1998 B and C, 4% — 5.35%,

dated May 1, 1998 1998 — 2018 73,770,000 13,330,000
Series 1998 D and E, 3.75% — 4.80%,

dated October 1, 1998 1999 — 2018 13,890,000 2,190,000
Series 1999 B and C, 4% — 5.25%,

dated May 1, 1999 2000 — 2028 62,860,000 15,170,000
Series 1999 D and E, 4% — 5.875%,

dated October 1, 1999 2000 — 2021 46,460,000 8,690,000
Series 2000 A and B, 4.5% — 5.875%,

dated May 1, 2000 2000 — 2020 70,125,000 16,900,000
Series 2000 C and D, 4.625% — 5.70%,

dated October 1, 2000 2001 — 2021 39,560,000 10,305,000
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MAINE MUNICIPAL BOND BANK

NOTES TO FINANCIAL STATEMENTS

Bonds Payable (Continued)

Series 2001 A and B, 4.125% — 5.25%,
dated May 1, 2001

Series 2001 C and D, 3.00% — 5.125%,
dated October 1, 2001

Series 2002 A, 3.00% — 5.375%,
dated March 1, 2002

Series 2002 B and C, 2.50% — 5.25%,
dated May 1, 2002

Series 2002 D, 2.00% — 5.00%,
dated July 1, 2002

Series 2002 E and F, 2.00% — 5.00%,
dated October 1, 2002

Series 2003 A, 3.00% — 5.25%,
dated March 1, 2003

Series 2003 B and C, 2.00% — 5.00%,
dated May 1, 2003

Series 2003 D and E, 2.00% — 5.00%,
dated October 1, 2003

Series 2004 A and B, 2.00% — 5.00%,
dated May 27, 2004

Series 2004 C, 2.00% — 5.00%,
dated September 23, 2004

Series 2004 D and E, 2.25% — 5.00%,
dated October 28, 2004

Series 2005 A, 3.00% — 5.00%,
dated March 8, 2005

Series 2005 B and C, 3.00% — 5.00%,
dated May 26, 2005

Series 2005 D and E, 3.00% — 5.00%,
dated October 27, 2005

Series 2006 A, 3.48% —4.77%,
dated May 25, 2006

Series 2006 B and C, 3.55% — 5.00%,
dated October 26, 2006

Series 2007 A, 3.75% — 5.00%
dated April 5, 2007

Series 2007 B and C, 4.00% — 5.00%
dated May 24, 2007

Series 2007 D and E, 4.00% — 5.00%
dated October 25, 2007

June 30, 2008

Original
Maturity
2002 - 2021
2002 - 2022
2002 - 2021
2002 — 2032
2003 - 2015
2003 —2023
2003 —2020
2003 — 2024
2004 — 2033
2004 — 2025
2004 — 2020
2005 — 2034
2005 —-2021
2006 — 2031
2006 — 2034
2006 —2036
2007 — 2027
2007 — 2022
2007 — 2029

2008 — 2037
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Amount
Issued
34,635,000
68,835,000
36,520,000
77,575,000
49,315,000
32,720,000

186,050,000
17,290,000
18,460,000
94,565,000
58,675,000
46,850,000
91,250,000
22,050,000
60,395,000
14,040,000
24,065,000
51,335,000
69,380,000

53,560,000

Amount
Outstanding

June 30, 2008

$ 10,695,000

23,100,000
12,040,000
58,965,000
25,260,000
16,125,000
98,437,866
12,930,000
14,105,000
79,200,000
54,185,000
38,225,000
89,410,000
19,630,000
53,910,000
13,210,000
22,275,000
51,135,000
69,130,000

53,560,000




MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Bonds Payable (Continued)

Amount

Original Amount Outstanding
Maturity Issued June 30, 2008

Series 2008 A and B, 3.00% — 5.00%
dated May 15, 2008 2008 — 2038 $__ 49,060,000 $_49.060,000

$_1,659,330,000 $.980,962,866

Total General Tax-Exempt Fund Group Bonds payable is presented on the balance sheet at June 30,
2008 as follows:

Total principal outstanding $ 980,962,866
Deferred amount on refunding (22,001,864)
Unamortized original issue discount (132,402)

Unamortized original issue premium 23,077,631
Total General Tax-Exempt Fund Group Bonds payable 981,906,231
Current portion 91,831.204

Noncurrent portion $ 890,075,027

The outstanding General Tax-Exempt Fund Group Bonds payable will mature in each of the following
years with interest payable semiannually:

Due Bond

Year Ending Total

November 1 Principal Interest Debt Service
2008 $ 92,012,596 $ 22225441 114,238,037
2009 89,011,040 40,602,516 129,613,556
2010 86,605,468 36,762,137 123,367,605
2011 77,298,349 33,015,615 110,313,964
2012 72,031,067 29,592,101 101,623,168
2013 - 2017 286,549,346 104,318,565 390,867,911
2018 — 2022 189,600,000 46,811,828 236,411,828
2023 — 2027 77,945,000 12,475,925 90,420,925
2028 — 2032 7,365,000 1,481,075 8,846,075
2033 - 2037 2,545,000 230,369 2,775,369

$.980,962,866
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Bonds Pavable (Continued)

Repayment of the debt and interest thereon is to be funded by:

Municipal loan obligations — principal and interest $ 1,154,249,047
Reserve Funds — principal and interest 154,229,391

$.1,308,478,438

Total Special Obligation Taxable Fund Group Bonds payable consist of the following at June 30, 2008:

Amount
Original Amount Outstanding
Maturity Issued June 30, 2008
Series 1990 A, 10.25%, dated
June 1, 1990 1991 — 2009 $1,700,000 $355,000
Current portion 170,000
Noncurrent portion $185,000

The outstanding Special Obligation Taxable Fund Group Bonds payable will mature in each of the
following years with interest payable semiannually:

Due Bond v

Year Ending Total

November 1 Principal Interest Debt Service
2008 $170,000 $18,194 $188,194
2009 185,000 18,962 203,962

$355,000 $37,156 $392,156

Repayment of the debt and interest thereon is to be funded by:
Governmental unit loan obligations — principal and interest $392,156

Total Grant Anticipation Fund Group Bonds payable consist of the following at June 30, 2008:

Amount
Original Amount Outstanding
Maturity Issued June 30, 2008
Series 2004 A, 2.50% — 5.00%,
dated December 16, 2004 2005 - 2015 $ 48,395,000 $.37.310,000
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Bonds Payable (Continued)

Total Grant Anticipation Fund Group Bonds payable is presented on the balance sheet at June 30, 2008

as follows:

Total principal outstanding $ 37,310,000
Unamortized original issue premium 482,821
Total Grant Anticipation Fund Group Bonds payable 37,792,821
Current portion 4,256,119
Noncurrent portion $.33,536,702

The outstanding Grant Anticipation Fund Group Bonds payable will mature in each of the following

years with interest payable semiannually:

Due Bond

Year Ending Total

September 1 Principal Interest Debt Service
2008 $ 4,135,000 $ 723,066 $ 4,858,066
2009 4,260,000 1,322,081 5,582,081
2010 4,390,000 1,194,281 5,584,281
2011 4,520,000 1,062,581 5,582,581
2012 4,715,000 867,031 5,582,031
2013 -2017 15,290,000 1,456,625 16,746,625

$.37,310,000 $6,625,665 $_43,935,665

Repayment of the debt and interest thereon is to be funded by:
General unit obligations — principal and interest $_43,935,665

Sewer and Water Fund Group Waste Water Bonds payable consist of the following at June 30, 2008:

Original Amount Outstanding
Maturity Issued June 30, 2008
Series 1993 A and B, 2.75% — 5.45%,
dated October 1, 1993 1994 — 2016 $ 27,815,000 $ 9,975,000
Series 1996 A, 3.7% ~ 5.85%,
dated March 1, 1996 1997 — 2017 6,795,000 3,135,000
Series 1997 A and B, 3.9% — 5.45%,
dated July 15, 1997 1998 2018 20,835,000 11,995,000
Series 2003 A and B, 1.05% — 5.00%,
dated March 1, 2003 2003 - 2023 32,165,000 21,325,000
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Bonds Pavyable (Continued)

Original Amount Outstanding
Maturity Issued June 30, 2008

Series 2003 C, 1% — 4.9%, dated
November 13, 2003 2004 — 2024 $ 16,065,000 $ 13,440,000
$.103,675,000 $_59,870.000

The Sewer and Water Fund Group Waste Water Bonds payable are presented on the balance sheet at
June 30, 2008 as follows:

Total principal outstanding $ 59,870,000
Deferred amount on refunding (738,086)
Unamortized original issue discount (27,380)
Unamortized original issue premium 174,405
Total Sewer and Water Fund Group Waste Water Bonds payable 59,278,939
Current portion 5,920,425
Noncurrent portion $ 53,358,514

The outstanding Sewer and Water Fund Group Waste Water Bonds payable will mature in each of the
following years with interest payable semiannually:

Due Bond

Year Ending Total

November 1 Principal Interest Debt Service
2008 $ 6,075,000 $ 1,319,047 $ 7,394,047
2009 6,050,000 2,410,756 8,460,756
2010 6,130,000 2,173,788 8,303,788
2011 6,545,000 1,926,262 8,471,262
2012 5,625,000 1,645,608 7,270,608
2013 -2017 19,305,000 4,828,084 24,133,084
2018 — 2022 8,425,000 1,373,716 9,798,716
2023 - 2027 1,715,000 118,498 1,833,498

$_.59,870,000 $_15,795,759 $_75,665,759

Repayment of the debt and interest thereon is to be funded by:
Governmental unit loan obligations — principal and interest $ 64,644,621
Reserve fund — principal and interest 11,021,138

$_ 75,665,759
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Bonds Pavyable (Continued)

Sewer and Water Fund Group Drinking Water Bonds payable consist of the following at June 30, 2008:

Amount
Original Amount Outstanding
Maturity Issued June 30, 2008
Series 1998 A, 3.65% — 5.2%,
dated August 15, 1998 1999 — 2028 $4,795,000 $2,910,000
Series 2005 A, 2.25% — 4.45%,
dated March 24, 2005 2005 — 2025 3.770,000 3,370,000
$8,565,000
Total Sewer and Water Fund Group
Drinking Water Bonds payable 6,280,000
Current portion 370,000
Noncurrent portion $5,910,000

The outstanding Sewer and Water Fund Group Drinking Water Bonds payable will mature in each of the
following years with interest payable semiannually:

Due Bond
Year Ending Total
November 1 Principal Interest Debt Service
2008 $ 370,000 $ 137,922 $ 507,922
2009 375,000 262,030 637,030
2010 385,000 247,360 632,360
2011 395,000 231,858 626,858
2012 405,000 215,420 620,420
2013 -2017 2,180,000 797,163 2,977,163
2018 —2022 1,420,000 338,472 1,758,472
2023 - 2027 730,000 70,745 800,745
2028 — 2032 20,000 1,040 21,040
$6,280,000 $2,302,010 $__8,582,010
Repayment of the debt and interest thereon is to be funded by:
Governmental unit loan obligations — principal and interest $ 8,290,657
Reserve fund — principal and interest 291,353
$_ 8,582,010
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Bonds Pavable (Continued)

The following summarizes bond payable activity for the Bond Bank for the year ended June 30, 2008:

Special
General Obligation Grant Drinking
Tax-Exempt Taxable  Anticipation Waste Water Water
Fund Group Fund Group Fund Group Fund Group Fund Group

Balance, beginning of year $ 966,358,750 § 510,000 § 41,944,870 $ 65,147,330 $6,640,000

Issuances — face value 102,620,000 — - - -
Redemptions (89,644,042)  (155,000)  (4,015,000)  (6,065,000)  (360,000)
Capitalized premiums 2,113,709 — - _ _

Accretion/amortization of
discounts, premiums and
deferred amounts on

refunding 457,814 - (137,049) 196,609 -
Balance, end of year $_981,906,231 $.355,000 $.37,792,821 $.59,278,939 $6,280,000

Some bonds contain provisions for prepayment at the Bond Bank’s option. All bonds are secured by the
payment stream of loans receivable from governmental units. The monies in the reserve funds shall be
held and applied solely to the payment of the interest and principal of the reserve fund bonds as they
become due and payable and for the retirement of the reserve fund bonds. In the event of a deficiency in
an interest and/or principal payment from the governmental units, transfers can be made from the
supplemental reserve and/or general reserve funds to cover the shortfall. If this transfer creates a
deficiency in the required amount of the reserve funds, the State can annually appropriate and cover such
deficiency. Except for deficiencies between the Waste Water and Drinking Water Revolving Loan Fund
Groups, reserve funds of one fund group cannot be used to cover deficiencies of another fund group. In
order to recover any shortfall covered by the reserve, the Bond Bank has the ability to attach certain
State funds. Additionally, the Bond Bank is required to utilize funds available within the general
operating accounts as necessary.

Reserve Funds

Each of the resolutions requires the Bond Bank to set up reserve funds as follows:

General Tax-Exempt Fund Group: The Bond Bank is required to maintain a debt service reserve which
is equal to the maximum amount of principal installments and interest maturing and becoming due in any

succeeding calendar year on all governmental unit loan obligations then outstanding as of such date of
calculation. At June 30, 2008, the required debt service reserve was approximately $118,820,000.
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Reserve Funds (Continued)

In addition, the Bond Bank maintains the Special Reserve Account balance of $1,970,829 and the
Supplemental Reserve Fund General Reserve Account principal balance of $2,700,000. These reserves
represent segregated net assets and are pledged to the payment of the principal or interest on the
outstanding bonds of the General Tax-Exempt Fund Group if a deficiency occurs. At June 30, 2008, the
fair value of the reserve fund assets totaled approximately $136,561,000, which exceeded the required
reserves by $13,070,171.

Special Obligation Taxable Fund Group: The Bond Bank is required to maintain a capital reserve which
is equal to the maximum amount of principal installments and interest maturing and becoming due in any
succeeding calendar year on all governmental unit loan obligations then outstanding as of such date of
calculation. At June 30, 2008, the required capital reserve was approximately $207,275 and the fair
value of the capital reserve assets totaled approximately $225,000.

Sewer and Water Fund Groups: The Bond Bank is required to maintain a capital reserve which is equal
to the maximum amount of principal installments and interest maturing and becoming due in any
succeeding calendar year on all bonds payable within the fund groups as of such date of calculation. At
June 30, 2008, the required capital reserve was approximately $7,704,000 and the fair value of the
capital reserve assets totaled approximately $9,955,000.

Sewer and Water Revolving Fund Group

Pursuant to the Sewer and Water General Bond Resolution adopted February 7, 1990, the Bond Bank
receives grants from the Environmental Protection Agency and twenty percent matching grants from the
State of Maine which are designated to be used for revolving loans to governmental units to finance
wastewater collection, treatment systems, or water supply system projects. Net assets consists of the
following:

Waste Drinking
Water Water
Reserved for revolving loans:
Grants received from Environmental Protection Agency $ 200,632,059 $ 91,887,900
Other administrative grants received from Environmental
Protection Agency 1,347,010 -
Hardship grants received from Environmental Protection Agency 643,800 -
Grants received from State of Maine 40,180,442 18,055,308
Other amounts reserved (utilized) for program loans and costs 37,860,033  (15.334,144)
280,663,344 94,609,064
Unreserved amounts available — 363,309
Net assets at June 30, 2008 $.280,663,344 $ 94,972,373
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MAINE MUNICIPAL BOND BANK
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Sewer and Water Revolving Fund Group (Continued)

Under the provisions of the grants from the Environmental Protection Agency, the Bond Bank is allowed
administrative costs of up to 4% of the total grants received. In addition, the Bond Bank receives other
grants from the Environmental Protection Agency that are used solely for administrative purposes. The
total administrative costs allowed at June 30, 2008 are $9,372,292 (waste water) and $3,653,822
(drinking water), with $9,372,292 and $3,290,513, respectively, expended to date. The remaining
amount of $363,309 in the Drinking Water Revolving Loan Fund Group can be used for future
administrative costs. At June 30, 2008, there are no remaining Waste Water Revolving Loan Fund
Group grant administration funds available for future administrative costs. The Bond Bank also charges
annual administrative fees to borrowers that are used to administer the programs.

Portions of the loans made to eligible borrowers under the Drinking Water Revolving Loan Fund
Program may be forgiven if certain continuing criteria are met, including that the borrower: continues to
make debt service payments; continues to operate the project in compliance with laws and regulations;
and does not dispose of or discontinue the project. The Bond Bank has loaned approximately
$20,105,400 at June 30, 2008 under the Drinking Water Revolving Loan Fund Program that, upon
fulfillment of these requirements by the borrowing unit, could be forgiven at some future point. For
purposes of the basic financial statements, the Bond Bank recognizes forgiveness expense within these
funds as the related loans are repaid. The total amount forgiven under these programs in 2008 was
$769,358.

Within the Waste Water Revolving Loan Fund Group, the Bond Bank is participating in a linked deposit
loan program with local banks to encourage environmentally sound logging practices. Under the
program, the Bond Bank is subsidizing loans to loggers by investing in certificates of deposit at the
respective banks and providing 2% of the interest earned as a subsidy to the borrower. At June 30, 2008,
the Bond Bank has $3,671,531 of certificates of deposits outstanding at various bank of which
approximately $2,088,000 is in excess of the limits insured by the Federal Deposit Insurance
Corporation.

School Facilities Fund Group

Pursuant to State law, the Bond Bank receives grants from the State of Maine which are designated to be
used for interest-free revolving loans to school administrative units for the renovation and maintenance
of school facilities. Net assets consists of the following:

Reserved for revolving loans:

Grants received from State of Maine $ 98,103,260
Loans forgiven (67,270,870)
Other amounts reserved for program loans and costs 12,421,296

: 43,253,686

Unreserved amounts available 1,257,933
Net assets at June 30, 2008 $.44,511,619
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School Facilities Fund Group (Continued)

Under the provisions of the grants, the Bond Bank is allowed administrative costs up to 0.5% of the
highest fund balance in any fiscal year. The total administrative costs allowed through June 30, 2008 are
$2,526,161, with $1,268,228 expended to date. The remaining amount of $1,257,933 can be used for
future administrative costs.

Portions of the loans made to school administrative units from the School Facilities Fund Group are
forgiven. For purposes of the general purpose financial statements, the Bond Bank recognizes
forgiveness expense within this fund at the time the loans are disbursed to the school administrative unit.
This accounting treatment differs from the treatment within the Drinking Water Revolving Loan Fund
due to the fact that there are no relevant continuing criteria that would require recognition of the forgiven
amount as the related loans are repaid. The total amounts forgiven under this program in 2008 were
$9,787,714.

Defined Benefit Pension Plan and Other Postemployment Benefits

Pension Plan Description and Funding Policy

The Bond Bank participates in Regular Plan A of the Consolidated Plan for Participating Local Districts
(the Plan), a cost-sharing multiple-employer defined benefit pension plan administered by the Maine
State Retirement System (MSRS). The MSRS is established and administered under the Maine State
Retirement System Laws, Title 5 M.R.S.A,, C. 421, 423 and 425. The Plan provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. All full-time employees are eligible to participate in the Plan. Benefits vest after ten years
of service. Bond Bank employees who retire at or after age 60 are entitled to an annual retirement
benefit in an amount equal to 2% of the average of their highest three year earnings for each year of
credited service. The authority to establish and amend benefit provisions rests with the State legislature.
The MSRS issues a publicly available financial report that includes financial statements and required
supplementary information for the Plan. That report may be obtained by writing to the Maine State
Retirement System, 46 State House Station, Augusta, Maine 04333-0046.

In accordance with State statute, participants are required to contribute 6.5% of their annual covered
salary to the Plan. The Bond Bank’s payroll for the year ended June 30, 2008 for employees covered by
the Plan was approximately $955,000, which was 100% of payroll. The Bond Bank is required to
contribute at an actuarially determined rate that, when combined with the contributions of other
reporting entities, will be adequate to fund the Plan. The contribution rate is determined using an entry
age normal actuarial funding method for retirement benefits and a term cost method for ancillary
benefits. The Bond Bank may be required to make contributions to fund the Plan’s pooled unfunded
actuarial liability, if any. The contribution requirements of the plan members and the Bond Bank are
established by and may be amended by the State legislature. The contributions made for the years ended
June 30, 2008, 2007 and 2006 were $26,728, $25,692 and $23,162 (employer) and $62,047, $59,641 and
$58,206 (employee), respectively.
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Defined Benefit Pension Plan and Other Postemployment Benefits (Continued)

Other Postemployment Benefits

During 2004, the Bond Bank established a postemployment health care benefit plan. The Plan provides
supplemental health care benefits to any full-time employee with ten or more years of employment who
retires from the Bond Bank. Management of the Bond Bank expects to make necessary contributions to
the Plan as benefits come due. The Bond Bank may terminate the Plan at its option, in which case future
benefit payments would be limited to those employees that retired prior to the termination date (one as of
June 30, 2008). The Bond Bank recorded approximately $2,100 of expense under this plan during fiscal
2008.

Refunding Issues

In periods of declining interest rates, the Bond Bank has refunded its bond obligations, reducing
aggregate debt service. Where allowed, the Bond Bank retires outstanding bonds prior to their
contractual maturity. In other cases, the proceeds of the refunding bonds were principally used to
purchase U.S. Treasury obligations, the principal and interest on which will be sufficient to pay the
principal and interest, when due, of the in-substance defeased bonds. The U.S. Treasury obligations
were deposited with the trustees of the in-substance defeased bonds. The Bond Bank accounted for these
transactions by removing the U.S. Treasury obligations and liabilities for the in-substance defeased
bonds from its records, and recorded a deferred amount on refunding.

At June 30, 2008, the remaining balances of the General Tax-Exempt Fund Group in-substance defeased
bonds total approximately $154 million.

Credit Quality Grant Program

During fiscal 2007, the Bond Bank established the credit quality grant program within its General
Operating Account. The program provides financial assistance to units of local government to undertake
studies, planning activities and systems purchases to help the entities identify or implement methods
available to reduce costs for delivery of local governmental unit services or increase the efficiency
associated with the financial operation of a local government. At June 30, 2008, the Bond Bank had
committed $1,001,121 of grants to local governmental units under this program, of which $50,646
remains to be disbursed.

Subsequent Event

On September 1, 2008, the Bond Bank issued $50,000,000 of Series 2008A Grant Anticipation Bonds.
The Bonds mature from 2009 — 2020 and carry an interest rate ranging from 3.25% to 4.00%.
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SCHEDULE 1

Net Revenue (Expense)
and Changes in net assets

Program Revenues
Program Operating Capital
Charges for  Investment  Grants and Grants/
Expenses Services Income Contributions  Contributions
Functions/Programs:
Maine Municipal Bond Bank $(65.271.912) $47.417.816 $10.239.445 $4.550,465 $ 21,431.813
Total $(65271.912) $47.417.816 $10.239.445 $4.550.465 $21431.813

General revenues:
Unrestricted interest and investment earnings
Non program specific grants, contributions and appropriations
Miscellaneous income
Loss on assets held for sale
Extraordinary item

Total general revenues and extraordinary items
Changes in net assets
Net assets, beginning of year

Net assets, end of year

Total

$_18.367.627

994,940
939,967

1.934.907
20,302,534
461.770.887

$.482.073.421

Note | — Operating grants and contributions shown above consist of investment income of the Revolving Loan Fund Groups and School Facilities Fund Group.
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