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ARTHUR ANDERSEN LLP

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Maryland Transportation Authority:

We have audited the accompanying balance sheet - all fund tvpes and account groups of the
Maryland Transportation Authority {“the Authority” -- a component unit of the State of Maryland)
as of June 30, 1998, and the related statements of revenues, expenditures, other sources and uses of
financial rescurces and changes in fund balances for the vear then ended. These financial
statements and supplemental exhibits are the responsibility of the Authority's management. Qur
responsibility is to express an opinion on these financial staterrents based on our audit.

We conducted our audit in accordance witl generally accepied auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance ahout whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Maryland Transportation Authority as of June 30, 1998, and the results of
its operations for the year then ended in conformity with generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial staternents
taken as a whole. The supplemental exhibits listed in the table of contents are presented for
purpeses of additional analysis and are ot a required part of the basic financial statements. These
exhibits are the responsibility of the Authority's management. Such supplemental exhibits have
been subjected to the auditing procedures applied in the audit of the basic financial statements and

In our opinion, are fairly stated in all material respects when considered in relation to the basic
financial statements taken as a whole.

.

MM LLF

Baltimore, Maryland,
Cctober 30, 19958
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MARYLANG TRANSPQRTATION AUTHORITY

BALANCE SHEET = ALL FUNTD TYPES AND ACCOUNT GROUPS

AL OF [TUNE 30, 1994
fin Lhousands)

Account Group

Governmental Fund Types
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General Service __Projects Asscts Dbl _ Cmbyy
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Accounts payable and accrued Habilitics ] 1,140 % - 5 7.307 b - b - b3 17,447
Interfuand payable 141 - - - - 4]
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Reveiune boneds payalie - - . - 236,324 230,324
Special obligation revenue bonds payable - - - - 138,620 138,620
Accrucd nnnual leave - . 2,705 2,705
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MARYLAND TRANSPORTATION AUTHORITY

STATEMENT OF REVENUES, EXPENDITURES. OTHER
SOURCES AND USES OF FINANCIAL RESOURCES AND
CHANGES IN FUND BALANCES — ALL GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED JUNE 30, 1998
(in thousands)

Governmental Fund Types

e E—— Total
Debt Capital (Memorandum
General Service Projects Onlv)
REVENTUES:
Toll revenue 5 138110 % - 5 - S 138110
Interest and other investment income 9,307 1,634 3,459 14,400
Concession income £,.508 - - 6,508
Intergovernmental revenue 20,684 21,928 . 32,644
Other 1,420 - 4 1424
Tota! revenues 156,031 23.592 3463 213,086
EXPENDITURES:
Current:
Collection, police patrol and
maintenance expenditures 57,818 - - 57,518
Major repairs, replacements and
INSUrance 26,500 - - 26,500
General and administration 7067 - . 7.067
Capital outlays 5974 - 51,078 57,052
Diebt Service:
Principal retirement - 21,630 - 21,630
Interest - 19425 - 19,425
Total expenditures 97 359 41,035 51,078 189492
Excess {deficiency) of revenues
over expenditures 58,672 (17,463} (47.613) 23,594
OTHER SOURCES {USES) OF FINANCIAL
RESOURCES:
Operating transfers in - 29,118 20,648 19,766
Operating transfers out (40,472) - {9,254) {49,766)
Refunding bond proceeds - 16,309 - 16,309
Payment to escrow agent - (16.630) - {18,630
Excess (deficiency) of revenues
over expenditures and other
sources and wses of
financial resources 48.200 11,334 (36,2611 23.273
FUND BALANCES, July 1, 1997 139,688 68,565 73,722 281,875
Change in reporting entity {(Note 12) 1,625 - - 1,625
FUND BALANCES, June 30, 1998 S 189513 & 79899 § 37461 % 306873

The accompanying notes are an integral part of this statement.

-d.



MARYLAND TRANSPORTATION AUTHORITY

NOTES TO FINANCIAL STATEMENTS

IUNE 30, 1998

1. ORGANIZATION AND PURPQSE:

The Maryland Transportation Authority (the Authority), a component unit of the State of Maryland,
was established by statute to act on behalf of the Maryland Department of Transportation. The
Authority is responsible for the supervision, financing, construction, operation and maintenance of
the State’s toll facilities in accordance with a Trust Agreement dated December 1, 1985, and
supplemented as of May 1, 1987, July 153, 1989, May 15, 1991, September 1, 1991, August 15, 1992,
October 15, 1994 and April 15, 1998, relating to the Maryland Transportation Authority —
Transportation Facilities Projects Revenue Bonds, Series 1991, 1992 and 1998 and Special Obligation
Revenue Bonds, Series 1994 (collectively referred to as the Trust Agreement).
The Authority is responsible for various projects {the Transportation Facilities Projects), the
revenues from which have been pledged to the payment of the bonds issued under the Trust
Agreement. The Transportation Facilities Projects consist of the following;:

Potomac River Bridge - Harry W. Nice Memorial Bridge
Chesapeake Bay Bridge — William Preston Lane, Jr. Memorial Bridge
Baltimore Harbor Tunnel - Patapsco Tunnel

Baltimore Outer Harbor Bridge - Francis Scott Key Bridge
Northeastern Expressway - John F. Kennedy Memorial Hi ghway
Fort McHenry Tunnel

In addition to the above facilities, the Autherity is permitted to construct and /or operate other
projects, the revenues from and for which are also pledged to the payment of the bonds issued
under the Trust Agreement unless and until, at the Authority’s option, such revenues are otherwise
pledged. These additional projects currently include the felovwing:

Susquehanna River Bridge — Thomas ]. Hatem Memorial Bridge
Seagirt Marine Terminal

Airport Facilities Projects ~ Baltimore/Washington International Alrpaort

2. FINANCIAL STATEMENTS AND DESCRIPTIONS OF FUNDS AND ACCOUNT GROUPS:

Financial Staternents

The Authority utilizes the governmental fund accounting methed for financial reporting purposes.
The accompanying financial statements present the financial position and resuits of operations of
the general, debt service and capital projects funds of the Authority, and the financial position of
the Authority’s general fixed assets and general long-term debt account groups.



Fund Accounting

The financial activities are recorded in individual funds classified by type as described below. Each
fund is deemed to be a separate accounting entity. The financial posilion and operations of each
fund are accounted for in separate self-balancing accounts which represent the fund’s assets,
liabilities, fund balances, revenues and expenditures.

General Funid

Transactions related to resources obtained, the uses of which are restricted to specific purposes, are
accounted for in the general fund. The general fund includes resources used for operations {other
than debt service and capital projects) of the Authority.

Debt Service Fund

Transaclions related to resources obtained and used for the payment of interest and principal on
revenue bonds are accounted for in the debt service fund.

Capital Projects Fund

Transactions related to resources to be used for the acquisition or construction of major capital
facilities of the Authority are accounted for in the capital projects fund.

General Fixed Assets Account Groun

General fixed assets acquired or constructed for use by the Authority in the conduct of its activities
are reflected at cost in the general fixed assets account group at the time of acquisition or
construction. Capitalized costs also include the cost of improvements, enlargements, betterments
and certain direct internal expenses incurred during the construction phase. The general fixed asset
account group is not adjusted for these costs upon subsequent replacement; as such, replacements
are accounted for a5 a peried cost and are included in the special revenue fund expenditure caption:
mMajor repairs, replacements and insurance. Depreciation is not provided for general fixed assets.

Infrastructure assets, consisting principally of highways, roads, bridges and tunnels, are recorded in
the general fixed assets account group, given the nature of the Authority’s revenues.

General Lone-Term Debt Account Group

Bonds payable, accrued annual leave costs and accrued workers’ compensation costs are reflected in
the general long-term debt account group.



3. SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the Authority conform to generally accepted accounting principles as
apphed to governmental unils. The following is a summary of accounting policies.

Basis of Presentation

The accounts of the general, debt service and capital projects funds are maintained and reported
using the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are susceptible to accrual and recognized in the financial statements when they are
measurable and available to finance operations during the year or to liquidate liabilities existing as
of the end of the fiscal year. Expenditures and liabilities are recognized when obligations are
incurred and will be liquidated with current available reserves, except:

* Interest on long-term obligations reflected in the general long-term debt account group is
recognized in the debt service fund when it becomes payable.

* Inventories of materials and supplies are recorded as expenditures when purchased.

+ Principally ali full-time employees accrue annual leave based on the number of years employed
up to a maximum of 25 days per calendar year. Earned annual leave may be accurnulated up to
a maximum of 50 days as of the end of each calendar year. As of June 30, 1998, accumulated
earned but unused annual leave for employees is accounted for in the general long-term debt
account group. Annual leave is recorded as expenditures of the general fund when paid.

+ Obligations for retirernent costs, workers’ compensation costs and employees’ vested annual
leave and sick leave are recorded as expenditures of the general fund when paid.

*+ Encumbrances, represented by executed and unperformed purchase orders and contracts

approved by the authority, are recorded as reservations of fund balance as of the end of the
fiscal year.

Total Memorandum Onlv

The "Total Memorandum Only” column represents an aggregation of the individual funds within
the financial statements of the Authority and does not represent consolidated financial information.

Cash and Cash Equivalents

The Authority considers all investments with original maturities of three months or less at the time
of purchase to be cash equivalents.

Investments

Investments are carried at fair value with all income, including unrealized changes in the fair value

of investments, reported as interest and other investment income in the accompanying financial
statements.



The Trust Agreement requires that the Authority’s investments in repurchase agreements be fully

collateralized by the Trustee. Such investments held by the Authoritv as of June 30, 1998, were
collateralized.

Investments are classified as to credit risk by the three categories described below:

Category 1 Insured or registered, or securities held by the Authority or its agent in the
Authority's name,

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

Category 3 Uninsured and unregistered, with securities held by the counterparty or by its trust
department or agent, but not in the Authority’s name.

Use of Estirnates

The preparation of financial statements in canformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosures of contingent assets and liabilities as of the date of the financial
statements and the reported amounts of revenues and expenditures during the reporting periods.
Actual results could differ from those estimates.

4. CASH AND CASH EQUIVALENTS AND INVESTMENTS:

Cash and cash equivalents as of June 30, 1998, consisted of amounts deposited with a single
financial institution in various checking accounts, many of which have companion overnight
repurchase accounts.

Investments as of June 30, 1998, consisted of United States Government and Agency obligations and
Banker’s Acceptances. All such investments are stated at fair value and are classified as to credit
risk as Category 1.

In accordance with the Trust Agreement, the Authority has established and maintains certain
restricted accounts. Funds have been deposited in these accounts and are restricted for the pavment
of debt service related to the revenue bonds, major maintenance project requirements, and
improvements, betterments, enlargements or capital additions, The aggregate balance of these

restricted accounts as of June 30, 1998, included in cash and cash equivalents and investments, was
5110,857,000.



The Authority’s restricted cash and investment accounts as of June 30, 1998, are as follows {in
thousands):

General Debt Service Capital Projects
Cash Investments Cash Investments Cash Investments Total
Trust
Agreement 11,750 $ 43,858 516,444 5 - 514,873 5 23,932 $110,857
Special
Obligation
Debt {Notes 5,
6 and 10} - - 30,962 11,845 - - 42,811
Revenue Bond
Debt Service
(Note 6) - - - 20,142 - - - 20,142
PFC Future
Asset
Additions
(Note 10} - - - - 5,168 - 5,168
$11750 § 43858  $67548 5§ 11.849  $20.041 523932  $178.978

5. PROPERTY, PLANT AND EQUIPMENT:

A summary of the changes in the Authority’s fixed assets accounts, for the year ended June 30, 1998,

was as [ollows {in thousands):

Adjustments
to opening Additions
balance and

July 1, 1997 {Note 12} Transfers June 30, 1998

Land and improvements $ 101,754 5 - S 3 % 10L757
Structures improvements 1,986,218 (1.625) 35,998 2,020,591
Equipment 6,984 - 25 7,009
Construction in progress 164,364 - (23,517) 140,847

2258320 &% {1625 3 12,509 3 2,270,204




6. CHANGES IN GENERAL LONG-TERM DEBT;

Changes in general long-term debt for the year ended June 30, 1998, are summarized as follows (in

thousands):

Balance, July 1, 1997
Bond accretion
Bend principal repayments
Bond redemptions
Bond issuances
Net increase in accrued annual

leave

Net increase in accrued
workers’ compensation costs

Balance, July 30, 1998

Revenue Bonds

Special
Obligation Accrued
Revenue Revenue Accrued Workers’
Bonds Bonds Annual Compensation
Payable Payable Leave Cosis

$ 242353 0§ 149585 0§ 2,469 $ 2,208
3,494 - - -
{10,665) {10,965) -
{15,240) - - -
16,380 - -
- - 284 -

- 44

S5 236324 5 138620 § 2,785 5 2,252

The 1991 and 1992 Revenue Bonds issued in accordance with the provisions of the 1985 Trust
Agreement, as supplemented, and interest thereon do not constitute a debt or a pledge of the faith
and credit of the State of Maryland or the Maryland Department of Transportation, but are payable
solely from the revenues of the Transportation Facilities Projects of the Authority.

-10-



6. CHANGES IN GENERAL LONG-TERM DERT:

Changes in general long-term debt for the year ended June 30, 1995, are summarized as follows (in

thousands):

Balance, July 1, 1997
Bond accretion
Bond principal repayments
Bend redemptions
Bond issuances
Net increase in accrued annual

leave

Net increase in accrued
workers’ compensation costs

Balance, July 30, 1998

Revenue Bonds

Special
Obligation Accrued
Revenue Revenue Accrued Warkers’
Bonds Bonds Annual Compensation
FPavable Payable Leave Costs

5 242353 § 149585 S 2469 S 2.205
3,496 - - -
(10,665) {10,965) - -
(15,240) - - -
16,380 - - -
- - 286 -

- - 44

S 236 324 5 138,620 5 2755 5 2,252

The 1991 and 1992 Revenue Bonds issued in accordance with the provisions of the 1985 Trust
Agreement, as supplemented, and interest thereon do not constitute a debt or a pledge of the faith
and credit of the State of Maryland or the Maryland Department of Transportation, but are payable
solely from the revenues of the Transpertation Facilities Projects of the Authority,

- 10 -



Revenue Bonds outstanding as of June 30, 1998, consisted of the following:

1991 Revenue Bonds:

Serial bonds maturing in annual instaliments ranging from $5,215,000 to
58,200,000 from July 1, 1998 to July 1, 2003, with interest ranging from
6% to 6.3%, payable semiannually.

1962 Revenue Bonds:

Current interest serial bonds maturing in annual instaliments ranging
from 55,360,000 to $14,570,000 from July 1, 1998 to July 1, 2013, with
interest rates ranging from 4.60% to 5.80%, payable semiannually

Capital appreciation bonds maturing in annual installments of original
principal and an accreted amount ranging irem 53,000,060 to
$15,420,000 from July 1, 2004 to July 1, 2015, with approximate yield to
matunty of 6% to 6.35%.

Current interest term bonds with interest payable semiannually at 5.75%,
due July 1, 2015,

1998 Revenue Refunding Bonds:

Serial bonds maturing in annual installments ranging from $180,000 to
59,510,000, from July 1, 1999 to July 1, 2006 with interest rates ranging
from 3.8% to 5.0%, payable semiannually

Total

-17 -

550,715,000

83,702,000

58,504,000

27,020,000

16,380,000
5236,324,000



Debt service requirements on the 1991, 1992 and 1998 Revenue Bonds are as follows {in thousands):

Year Ending Accreted
Tune 30, Principal Amount Interest Total
1999 5 11,233 5 - g 10,428 s 21,663
2000 12,035 - 9,524 21,539
28901 12,705 - 8,865 21,570
2002 13,445 - 8,150 21,595
2003 14,240 - 7.378 21,618
2004 19,855 - 6,547 26,402
2005 15,277 6,928 5,388 27,593
2006 22,780 - 4,845 27,625
2007 23,720 - 3,589 27,309
2008 6,197 9,223 2,265 17,688
2005 3,781 3,634 2,268 17,683
2010 5433 0,382 2268 17,683
2011 5,080 10,335 2,268 17,683
2012 4,773 10,642 2,268 17,683
2013 4,468 10,947 2,268 17,653
2014 13,237 2,183 2,268 17,688
2015 13,897 2,233 1,554 17,684
2016 14,557 2278 799 17,634

S 218715 § 74385 5 82943 § 376043

With respect to the 1991 Revenue Bonds, the bonds maturing after fuly 1, 2001, are subject to
redemption, at the Authority’s option on or after July 1, 2001. The redemption prices range from
100% to 102% of the principal amount. The debt service reserve requirement for the 1991 Revenue
Bonds, in the amount of 59,989,700, has been satisfied through a surety bond.

With respect to the 1992 Revenue Bonds, $13,130,000 of the current interest term bonds stated to
mature on July 1, 2015, are subject to mandatory sinking fund redemption on July 1, 2014, at a
redemption price equal to the principal amount, plus accrued interest. The debt service reserve
requirement for these bonds, in the amount of $20,142,130, has been satisfied through the deposit of
cash with the trustee and is included in the debt service fund on the balance sheet. The current
interest serial bonds stated to mature on July 1, 2013, and the balance of the current interest term
bonds stated to mature on July 1, 2015, are subject to redemption at the option of the authority on or
after fuly 1, 2002, without premium. The capital appreciation bonds are not subject to early

redemption. Capital appreciation bonds payable as of June 30, 1997, include an accreted amount of
517,609,000

On April 15, 1998, the Authority issued 516,380,000 in revenue refunding bonds with a premium of
5186,000 and interest rates ranging from 3.8% to 3.0% to advance refund $15,240,000 of certain
outstanding 1991 series revenue bonds with interest rates ranging from 6.0% to 6.5%. The net
proceeds of 516,309,000 (after a payment of $5237,000 in underwriters discount and other issuance
costs) were used to purchase U.5. government securities. Those securities were deposited in an
irrevocable trust with an escrow agent to provide for all future debt service payments on the

=12 -



refunded bonds. As a result these bonds are considered to be defeased and the liability for those
bonds has been removed from the general long-term debt account group. The Autherity advance

refunded certain of its 1251 series bonds to reduce its total debt service payments over the next §
years by $439,000.

Special Oblieation Revenue Bonds

During the year ended June 30, 1994, the Authority issued 5162,580,000 of Special Obligation
Revenue Bonds, Series 1994 (the “Series 1994 Bonds™), to finance a portion of the costs of certain

projects {the “Airport Facilities Projects”) located at Baltimore/Washington International Alrport,
{See Note 12).

The Special Obligation Revenue Bonds are payable as to principal and interest solely from
Passenger Facility Charges (PFCs) received by the Maryland Aviation Administration (MAA) and
deposited with the Trustee {Signet Trust Company) and amounts deposited in the general account
mainlained by e Authority under the Trust Agreement. The Series 1994 Bonds issued in
accordance with the provisions of the 1985 Trust Agreement, as supplemented, and interest thereon,
do not constitute a debt or pledge of the faith and credit of the State of Maryland, the Maryland
Department of Transportation or the MAA, but are payable sclely from PFCs.

On July 1, 1997, the Authority made $7,480,000 in principal redemption payments related to the
Series 1994 Bonds. Subsequent to year end, in July 1998, the Authority made 519,705,000 in
principal redemption payments.

Speaial Obligation Revenue Bonds outstanding at June 30, 1998, consisted of-

Series 1994 bonds, maturing as scheduled below, with interest rates
ranging from 4.10% tc 6.30%, payable semiannually. $138,620,000



Debt service requirements on the Special Obligation Revenue Bonds are as follows (in thousands);

Year Ending

Iine 30 Princinal Interesat Total
1999 $ 3630 5§ 3407 % 12,057
2000 3,830 8,224 12,034
2001 4,030 8,028 12,058
2002 4,240 7,815 12,053
2003 4,470 7,586 12,056
2004 4,715 7.340 12,055
2005 4,950 7,076 12,056
2006 5,263 6,792 12,057
2007 5,365 6,469 12,054
2008 5,895 6,162 12,057
2009 h,245 5,805 12,633
2010 6,630 5,426 12,056
2011 7,045 5,012 12,057
2012 7,490 4,568 12,058
2013 7,935 4,100 12,055
2014 5453 3,602 12,057
2015 5,980 3,074 12054
2016 - 2,513 2,513
2017 4,650 2,386 7038
2018 10,805 2,210 13,015
2019 11,493 1,518 13,613
2020 12,230 783 13,013

5136620 § 114919 S_ 252539

7. RETIREMENT PLANS:

Maryland State Retirement and Pension Svstem

The Authority contributes to the Maryland State Retirement and Pension System (the System),
established by the State to provide pension benefits for State employees and employees of 129
participating entities within the State. While the System is an agent multiple emplover public
employee retirement system, the Authority accounts for the plan as a cost-sharing multiple
employer public employee retirement Svstem as a separate valuation is not performed for the
Authority and the Authority’s only obligation to the plan is its required annual contributions. The
System s considered part of the State’s financial reporting entity and is not considered a part of the
Authority’s reporting entity. The System prepares a separate Comprehensive Annual Report which
can be obtained from the Maryland State Retirement and Pension Svstem at State Office Building,
301 West Preston Street, Baltimore, Marvland 21201,

- 14 -



Plan Description

The System, which is administered in accordance with Article 738 of the Annotated Code of
Maryland, consists of the several plans which are managed by the Board of Trustees for the System.

All State employees and employees of the participating entities are eligible for coverage by the
plans.

The System provides retirement, death and disability benefits in accordance with State statutes.
Vesting begins after completing 5 years of service. A member terminating employment before
attaining retirement age but after completing 5 vears of service becomes eligible for a vested
retirement allowance provided the member lives to age 60 {age 62 for the Pension System) and does
not withdraw his or her accumulated contributions. Members of the Retirement System may retire
with full benefits after attaining the age of 60, or after completing 30 vears of service credit
regardless of age, or at age 62 or older with specified years of service credit.

The annual benefit for Retirement Systent members is equal to 1755 of 2 member’s nigh three-year
average salary multiplied by the number of vears of service credit. A member may retire with
reduced benefits after competing 25 years of service, regardless of age. A member of the Pension
System shall receive upon retirement an annual service retirement allowance equal to 0.8% of the
member’s high three-consecutive-year average salary multiplied by the number of years of service
credit, with a provision for additional benefits for compensation earned in excess of the Social

Security wage base. A member may retire with reduced benefits after attaining age 53 and
completing 15 years of service.

Funding Policv

The Authority's required contributions are based upon actuarial valuations. Effective July 1, 1980,
in accordance with the law governing the System, all benefits of the System are funded in advance.
The entry age normal cost method is the actuarial cost method used. Members of the Retirernent
System are required te contribute to the System a fixed percentage of their regular salaries and
wages (7% or 5% depending on the retirement plan selected). Members of the Pension System are
required to contribute to the System 5% of their regular salaries and wages which exceed the social
security wage contributions. Contributions are deducted from each member’s salary and wage
payments and are remitted to the System on a regular, periodic basis.

The Authority made its required contributions during fiscal years ending June 30, 1998, 1997 and
1996, of 52,853,000, 52,996,000 and $2,899,000, respectively.

8 RISK MANAGEMENT,

Accrued Workers' Compensation Costs

The Authority has recorded its portion of the State of Maryland's workers’ compensation costs. The
workers’ compensation costs accrual represents the liability for anticipated claims and claims
expense for the Authority’s employees, less the cumulative excess of premiums paid to the Injured
Workers' [nsurance Fund and net investment income applicable to the Authority's coverage.



Self Insurance

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; ercors and omissions; injuries to employees; and natural disasters. The
Autherity participates in the State of Maryland’s self-insurance program (the Program). The
Program covers general Hability, property and casualty, workers’ compensation, environmental
liabilities and provides certain employee health benefits. The Program allocates its cost of
providing claims servicing and claims payments by charging a premium to the Authority based on
a percentage of estimated current payroll or based on average loss experience. In addition, the
Autherity maintains certain third party policies for structural property and liability damages. The

Authority’s premiums for the years ended June 30, 1998 and 1997, were approximately $1,825,000
and 52,363,000, respectively.

9 COMMITMENTS:

As of June 30, 1993, the Authority was Conlractually liable for approximateiy 5131 miilion of
uncompleted construction and improvement contracts relating to its various projects. Inclusive of

that amount, the Autherity currently contemplates the expenditure, through 2004, of approximately
5658 million for capital additions, improvements and major rehabilitation.

10. RELATIONSHIPS WITH OTHER GOVERNMENTAL AGENCIES:

The Authority performs services for other governmental agencies and receives fees for these
services which are included in intergovernmental revenue in the accompanying financial
statements. In addition, other governmental agencies provide services to the Authority which are
included in the appropriate expenditure caption.

The Authority’s intergovernmental revenue for the year ended June 30, 1998, was as follows (in
thousands):

Fund Tvpe
Drebt
General __ Service
Maryland State Hightvay Administration ) 15,452 § -
Maryland Port Administration 3,970 -
Maryland Aviation Administration 3,412 21,958
Baltimore City 3,832 -

2 30686 § 21958

Marvland State Hichwav Administration

The Maryland State Highway Administration (SHA) shares with the Authority funds used for the
maintenance of 1-93. The Authority has recognized 515,452,000 of revenue related to these shared

expenses for the vear ended June 30, 1998. In addition, the Authoritv has a receivable of $12,000,000
from SHA for these revenues.
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SHA performs certain inspection, testing, engineering and payroil processing functiens for which
they are reimnbursed by the Authority. l'he expendinures for these services wvere approximately
5530,000 for the vear ended June 30, 1998, and are included in general and administrative
expenditures in the accompanying financial statements.

Marvland Port Administration

The Authority has constructed and leases the Seagirt Marine Terminal and the Intermodel
Container Facility to the Maryland Port Administration (MPA). The Authority accounts for this
lease as an operating lease as no transfer of ownership will occur at the end of the lease term. The
term of the agreement expires June 30, 2012 and payments are renegotiated every three years, The
intergovernmental income for the fiscal year ended June 30, 1998, was $3,970,000.

The Authority has loaned funds to MPA to canstruct Berth 4 at the Seagirt Marine Terminal. This
loan bears interest at 2.9%. As of June 30, 1998, the outstanding balance was 510,945,000 and is
inciuded in intergovernmental receivables in the accompanying financial statements. Payments
will continue for 33 vears after completion of the construction.

Marvliand Aviation Administration

The Authority has direct financing leases with the Maryland Aviation Administration (MAA). The
present value of the direct financing leases as of June 20, 1998, is as follows (in thousands):

Arrport Airport
Facilities Parking
Projects Carage Total
1999 5 12,057 S - 5 12,057
2000 12,054 20,000 32,004
2001 12,058 19,565 31,923
2002 12,055 - 12,055
2003 12,056 - 12,056
2004 and thereaiter 193,259 - 193,239
Total 253,539 39,865 293 404
less: Unearned income 114219 - 114919
138,620 39,865 178,485
Less: Restricted cash and investments 47979 - 47979
Net investment in direct financing
lease 5 90.641 : 29865 5 130,506

-17 -



The Authority borrowed funds to finance the development and construction of certain alrport
facilities projects at Baltimore/Washinglon International Airport. The Authority leases these
airport facilities project assets to MAA under a capital lease expiring on the date at which the
Authority has recovered all of its costs related to the airport facilities projects. MAA funds the lease
through payment to the Authority of all Passenger Facility Charges (PFCs) received even if the

receipts are in excess of the required capital lease payment. Excess PFCs and interest accrued on the
excess are used to reduce future capital lease pavments.

On July 1,1996, the Authority and MAA entered into a capital lease agreement whereby the
Authority would finance and MAA will develop, construct and operate the Airport Parking Garage
Expansion at Baltimore/Washington International Airport. The lease is scheduled to terminate in
fiscal year 2001 when MAA makes its last scheduled pavment. In the event that MAA does not
make that payment, MAA shall remit te the Authority, on a monthly basis, the net operating

revenue of the Airport Parking Garage Expansion until the Authority has been reimbursed for all of
the costs of construction.

The Authority provides police and traffic control services to MAA at MAA properties. MAA paid
the Authority $5,412,000 for costs associated with this function for the year ended June 30, 1998.

Baltimore Citv

In 1991, the Authority and the Mayor and City Council of Baltimore (the City} agreed to transfer
operations and ownership of Interstate Highways 1-95 and [-3%5 located in Baltimore City from the
City to the Authority. In consideration, the City agreed to pay the Authority an annual sum equal
to 57,500,000, less any Federal funds attracted by 1-95 and 1-395; hoswever, in no event shall the cash
payments by the City exceed 55,000,000 in any given year. During fiscal year 1998, $3,852,000 was
paid by the City to the Authority, pursuant to such agreement.

Marviand State Police

The Maryland State Police patrol the John F. Kennedy Memorial Highway. The Authority
reimburses the State Police for the costs of providing this service, including an allowance for
overhead. The cost for this service was approximately $4,222,000 for the vear ended June 30, 1998.

11 LITIGATICN:

The Authority is a defendant in a number of claims and suits resulting from capital and
maintenance contracts and other operational matters. The Authority plans to vigorously defend

these claims. In the opinion of the Authority’s management, the settlement of these claims will not
have a material adverse effect on the accompanying financial statements.

12. CANTON DEVELOPMENT CORPORATION:

In 1987, the Authority acquired 100% of Canton Development Corporation (CDC) for $1,625,000.
(DC owns 100% of the Canton Railroad Company (CRC). The Authority has historically accounted
for CDC on the cost basis and included the purchase price in the general fixed asset account group.
During fiscal year 1998, the Authority changed the presentation of CDC to an Investment in CDC in
the general fund as CDC was purchased for the benefit of the State of Maryland’s economy.
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Ownership of CDC and CRC aliows the Authority to assure access of freight into and out of the
Seagirt Marine Terminal.

Segment information about CDC as of and for the vear ended December 31, 1997, is as follows (in
thousands):

Balance Sheet

Current Assets 5 1,108
Total Assets 5,035
Current Liabilities 461
Total Liabilities 5i9
Stockholder’s Equity 4,446

Statement of lncome

Operating Revenue 5 2,137
Net Income 211

13, YEAR 2000 (NOT COVERED BY REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS):

Certain computer programs have been written using thwo digits rather than four to define the
applicable year, which could result in the computer recognizing the date using “00” as the year 1900
rather than the year 2000. This, in turn, could result in major system failures in miscalculations, and
15 generally referred to as the “Year 2000” problem. The Authority has completed an inventory of
1ts systems that may be impacted by Year 2000 issues. Using this inventory, the Authority is
assessing the necessary remediation measures. Implementation of these remediation plans has
begun and testing is expected to occur throughout 1999.

The process of assessing the impact of the Year 2000 issue with respect to outside vendors is in
progress but incomplete. The Authority is in the process of developing a business continuity plan

to ensure that crifical business processes continue in the event of any potential disruption to internal
or external systems.

To date, the Authority has expended approximately 54,414,000 of its budgeted funds on
remediation {including upgrade of computer hardware and software} and expects to expend
approximately 59,837,000 of its budgeted funds during fiscal vear 1999. Inclusive in these amounts

are planned capital additions for new technology upgrades that also contribute to the Year 2000
compliance plan.
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MARYLAND TRANSPORTATION AUTHORLITY

BANK GEF NEW YORK, TRUSTEL

TRANSIPORTATION FACILITIES I"IROJECTS

SCHERDULE QF CAMTAL "ROFERTIES - CATITAL ACCOUNT

T vidaid 13, Comtinued

SUSQUEITANNA SEAGIRT
RIVER MARINE Wl
TOTAL BRIDGIE TERMIMNAL ALRPORT AW INISTRATTVIE

FORCTHE QUARTER FNDOEL [UNE 30, 1998;
L TR T ud 121 ) FO SRR $642.123.490 $6:2, 123 80
Eogincoring and Related Cosls. 100,675.50 - 100,675.50 -
AT LR LIV o imres v e e v e e 1. 60 - $1.040.60

Tolal. e e $164 (1996 $162,997306 $1,040.00
FOR THE TISCAL YEAR ENDED JUNE 30, 1998,
[0S TR T A T T 3 [ $9,204 511 36 $5,400.05 £9,193,741.0
Engineering and Lelated Costs..., 846,772.05 - A46,772.05 -
Anhiieasiratlive. L. s 1,790,000 - - 51.7NL60

B 2L SRR 10,052 1008 580005 0551300 170060
FOR T PERICL ORCEMUBLAR TS, 1985 THEROUGH JUINE JH 1998
Bighle-olW¥Way e $5,775,095.81 $516,459.23 $5,258,036.58 -
Construchion .. ... 22, 863,656,91 11,225,526, 178,721, 384,62 $34,916.741.25
Utitity Adjustment. ... e 1,125,182.71 3914 1,135,143.57 - -
Engineering arl Ehlﬂc:l Lnf.ts ..................... 17.890,174.60 2.664,092.07 10,281,915.971 4,947 RO0 Y0 .
E LT T T U R D, 755,721 84 161,8595.31 592.077.93 17006001
Ceneral Opreraling Laguipment.. oo 1.392,336.20 205,835 11 1.186,500.09 - -

s T £251.,518,170.07 $14,774,108.70 $197,177,660.72 249, 864,607 105 51,7060

Capital Prapernes Coats from Uriar Trosl Agreaimonts:
1978 Trust Aprocmient .

$11,460,052.37
1968 and T'rior Tonst Aj,u:_rmnlf. ..................

4,705,052.08

$451.024.18
1,705,052, 58

$11,009,618.19

Tewal Capital Prapartics.. 67 URN B 52

1990014546

$20H,187,281.91

F249 804, 007,056




MARYLAND TRANSPORTATION AUTHORITY Exhibit 14
BANK OF NEW YORK, TRUSTEE
TRANSPORTATION FACILITIES PROJECTS

TRANSPORTATION FACILITIES PROJECTS REVENUE BONDS DATED MAY 15, 1991
AUGUST 15, 1932 AND APRIL 13, 1998
ISSUED AND QUTSTANDING AT JUNE 30, 1998

RATEOF MATURITY PRINCIFAL

BONDS ISSUED: INTEREST July 1 AMOUNT

Series 1991

Serial Bonds 6.00% 1595 54,735,000

6.00% 1954 5,005,000

6.00% 1997 5,305,000

6.00% 1958 5,630,000

6.00% 1999 5,950,000

6.10% 2000 6,353,000

6.20% 20m 6,765,000

6.30% 2002 7,205,000

6.40% 2003 7,680,000

6.50% 2004 5,200,000

6.50% 2005 8,760,000

6.50% 2006 9,380,000

TOTAL BONDS ISSUEDY -SERIES 189 ettt aaee s e 581,000,000

Serial Bonds Paid In Current Fiscal Y ear. oo e e e eresen e 20,545,000

Serial Bonds Paid In Poor FIScal Y ears oo e et rer e eer e e ©,740,000

TOTAL BONDS ISSUED AND OUTSTANDING-SERIES 1991 .o, $50,715,000
Series 1992

Serial Bonds 4.38% 1996 55,135,000

4 60% 1997 5,360,000

4.80% 1998 5,605,000

5.00% 1999 5,873,000

5.20% 2000 6,165,000

5.30% 2001 6,485,000

5.40% 2002 6,830,000

5.50% 2003 11,965,000

570% 2005 13,790,000

5.80% 2006 14,570,000

3.75% 2013 12,420,000

594,200,000

BONDS PAID OR PURCHASED-

Series 1992 Bonds Paid In Current Fiscal Year .ot e, 55,360,000
Series 1992 Bonds Paid In Prior Fiscal Year .o e, £5,135,000
Total Bonds Paid or Putchased e —— 510,495,000

Total Bonds Outstanding - Series 1992 583,705,000




MARYLAND TRANSPORTATION AUTHORITY

BANK OF NEW YORK, TRUSTEE
TRANSPORTATION FACILITIES PROJECTS

Exhibit 14
(Continued}

TRANSPORTATION FACILITIES PROJECTS REVENUE BONDS DATED MAY 15, 1991

AUGUST 15, 1992 AND APRIL 15, 1998

[SSUED AND QUTSTANDING AT JUNE 30, 1998

BONDS ISSUED:

Capital Appreciation Bonds

Maturity Value
513,783,000

15,420,000
15,415,000
15,415,000
15,415,000
15,415,000
15,415,000

3,000,000

3,000,000

3,000,000

Total Capital Appreciation Bonds........

Termn Bonds

Original

Principal
6,857,348
6,157,452
5,781,087
5,433,325
5,080,167
4,773,255
4,467,729
816,810
767,310
720,810

Accreted
Interest

2,811,120
2,664,575
2,508,915
2,358,033
2,217,078
2,083,121
1,956,596

357,786

336,102

315,738

17,609,464

TOTAL BONDS ISSUED -SERIES 1992, .o,

TOTAL BONDS ISSUED AND OUTSTANDING-5ERIES 1992

Series 1998

TOTAL BONDS ISSUED AND QUTSTANDING-SERIES 1998. ..o e e

TOTAL BONDS ISSUED AND QUTSTANDING-ALL SERIES

RATEOF MATURITY PRINCIPAL
INTEREST July !l ANMOURNT
Yield
6.00% 2004 9,668,468
6.25% 2007 8,862,078
6.30% 2008 8,290,002
6.30% 2009 7,791,338
6.33% 2010 7,297,245
6.33% 2011 6,856,376
6.35% 2012 6,424,725
6.35% 2013 1,174,596
6.35% 2014 1,103,412
6.35% 2015 1,036,548
58,504,759
5.75% 2015 27,020,000
$179,724,759
............................................ $169,229,759
3.80% 1999 130,000
4.05% 2000 185,000
4.20% 2001 195,000
4.25% 2002 205,000
4.35% 2003 210,000
4 40% 2004 220,000
4.50% 2005 5,675,000
5.00% 2006 9,510,000
516,380,000

$236,324,759




EXZIAT I3
MARYLAND TRANSPORTATION aUTHORITY
BANK OF NEW YORK, TRUSTEE
BALTIMORE/WASHINGTON INTERNATIONAL ATRPORT PROJECTS

SPECIAL OBLIGATION REVENUE BONDS DATED OCTOBER 15, 15534
ISSUED AND QUTSTANDING AT JUNE 30,1998

RATE OF MATURITY PRINCIFAL
INTEREST IULY ] AMOUNT
BONDS 1S5UED:
Senes 1994-a Bonds (Qualified
Alrport Bonds) Senes Bonds 410% 1295 2,090,000
6.00% 2007 3,425,000
£.15% 2005 6,225,000
6.25% 2009 6,630,000
6.30% 2010 7,045,000
525435000
Term Bonds 6.23% 2004 532,850,000
Spedial Sinking Fund Bonds 6-40% 2019 54,230,000
5112.545 000

Series 1994-B (Governmentzl

Purpose Bonds) Serizl Bonds 4.50% 15956 $3,335,000
4.75% 1997 3,485,000
5.00% 1998 3,650,000
513% 1239 2,830,000
5.30% 2000 2,030,000
340% 2001 4,240,600
5.50% 2002 4,470,000
5.80% 2003 4,715,000
5.70% 2002 4,980,000
5.75% 2003 5,285,000
5.88% 20035 5,565,000
5.00% 2007 2.470.000

530.035.000

TOTAL BONDS ISSUED - SERIES 1994 5152.550.000

BEONDS PAID OR PURCHARED-
Serizl Bonds Paid:

In Priotr Fiscal Years 53,425,000
in Current Fiscal Years 3285000

Spenal Sinking Fudns Bonds Redasmed:
Im Prior Fiscal Yeers

57,570,000

In Current Fiscal Years 7250.000
523,550,000

TOTAL BONDS1SSULD AND QUTSTANDING - 5ZRIES 1924 5135,520,000



