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October 31,2017

To the Chairman and the Members of the Maryland Transportation Authority Board:

We are pleased to respectfully submit the Comprehensive Annual Financial Report for the Maryland
Transportation Authority (MDTA) for the fiscal year ended June 30, 2017, which includes the MDTA’s
Financial Statements.The MDTA prepared the Financial Statements as required by the Trust Agreement
between the MDTA and The Bank of New York Mellon as Trustee. The data as presented consists of
management’s representation of its finances.The responsibility for the accuracy, completeness and fair-
ness of the data rests with management.To the best of our knowledge and belief, this report contains
data complete and reliable in all material respects.

To provide a reasonable basis for making these representations, management of the MDTA has
established an internal control structure designed to provide reasonable assurance that assets are safe-
guarded from loss, theft, or misuse and that adequate and reliable accounting data is compiled to pre-
pare Financial Statements in conformity with accounting principles generally accepted in the United
States of America.The cost of internal control should not outweigh their benefits; therefore, the MDTA’s
comprehensive framework of internal control has been designed to provide reasonable rather than
absolute assurances that the Financial Statements will be free from material misstatements.

The MDTA’s Trust Agreement requires an annual audit of the MDTA’s Financial Statements by an
independent audit firm.The MDTA'’s Financial Statements have been audited by SB & Company, LLC, a
firm of certified public accountants selected by the MDTA through a competitive process.The goal of
the independent audit is to provide reasonable assurance that the financial statements of the MDTA
as of and for the fiscal year ended June 30, 2017, are free of material misstatements.The audit was per-
formed in accordance with generally accepted auditing standards and government auditing standards
and included tests of the accounting records and other auditing procedures considered necessary dur-
ing the audit. Based upon the audit, the independent auditors issued an unmodified (“clean”) opinion
of the MDTA’s Financial Statements for the fiscal year ended June 30, 2017.The independent auditor’s
report is presented in the Financial Section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s re-
port and provides a narrative introduction, overview, and analysis of the basic Financial Statements.This
letter of transmittal complements the MD&A and should be read in conjunction with it.

COMPREHENSIVE ANNUAL FINANCIAL REPORT for the Fiscal Year Ended June 30,2017 «9



PROFILE OF THE MDTA

The MDTA was established in 1971 by the Maryland General
Assembly to finance, construct, operate and improve the State’s toll
facilities, as well as to finance new revenue-producing transporta-
tion projects. The MDTA acts on behalf of, but is separate from,
the Maryland Department of Transportation (MDOT). The MDTA
helps support MDOT’s mission to be a customer-driven leader that
delivers safe, sustainable, intelligent, and exceptional transporta-
tion solutions to connect its customers to life’s opportunities. The
MDTA’s eight toll facilities - four bridges, two tunnels and two turn-
pikes - connect Maryland.

The MDTA is a self-sufficient non-budgeted State agency and
receives no money from the State’s General Fund or the Transpor-
tation Trust Fund. The MDTA is exclusively financed by toll rev-
enues, and such revenue is reinvested in the operation and mainte-
nance of the toll facilities. The MDTA’s Trust Agreement, between
the MDTA and its Trustee, is for the benefit of bondholders and
outlines how these funds may be used. For more than 45 years,
the MDTA has provided Maryland’s citizens and visitors with safe,
secure, reliable and convenient transportation facilities.

The MDTA’s finances are accounted for as a proprietary-type
enterprise fund using the accrual basis of accounting, similar to
a private business entity. Over four-fifths of the MDTA’s revenues
come from tolls collected at its eight toll facilities. Revenues from
all facilities are pooled together to fund operations, capital projects,
and debt service on revenue bonds issued by the MDTA to help
fund its capital program.

Chesapeake House
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Preparing for winter road care

ORGANIZATIONAL STRUCTURE s

The Maryland Transportation Authority Board serves as the pol-
icy-setting, decision-making and governing body responsible for all
actions taken by the MDTA. Maryland’s Secretary of Transportation
presides as the MDTA’s Chairman. In addition to the Chairman,
the Board consists of eight Members, appointed by the Governor
with the advice and consent of the Maryland Senate. Per statute,
the Board’s composition reflects the racial, gender and geographic
diversity of the State and includes expertise in structural engineer-
ing, transportation planning, land use planning, and finance. Each
Member serves a four-year term and term expirations are staggered.
Board Members are eligible for reappointment to the MDTA, with
a limit of three consecutive terms.

The day-to-day operations of the MDTA are led by the Execu-
tive Director, who is appointed by the Board, and the Deputy Exec-
utive Director, both supported by an Executive Management Team
and other Division Directors. The Executive Management Team
includes the Chief Administrative Officer; Chief of Police; Chief of
Operations; Principal Counsel; Chief Financial Officer; Chief Engi-
neer; Director of Procurement; Director of Business Planning, Poli-
cy and Performance; Director of Environment, Safety, and Risk Man-
agement; Director of Statutory Programs Compliance; Director of
Planning and Program Development; Director of Human Resources
and Workforce Development; Director of Information Technology;
Director of Communications; and Director of Audits.



MA)OR DIVISIONS OF MDTA

The work of the MDTA is handled by its 1,748 dedicated em-
ployees. Employees work in the following functional areas, with
the largest number of employees serving in the Division of Opera-

tions and the Maryland Transportation Authority Police.

Division of Business Planning, Policy and Performance:
Provides overall direction and management for the development
of new facilities, projects, partnerships, and ventures for the MDTA.
The Division is also responsible for the implementation of the
MDTA's strategic and business plans.

Division of Communications: Serves as the official voice of
the MDTA for the media and the public and manages the MDTA
communications, outreach and education efforts.

Division of Finance: Responsible for all financial and ac-
counting services for the MDTA. This includes overseeing the in-
vestment of funds; developing and managing the operating budget;
issuing debt; reviewing and processing the payment of all expens-
es; preparing and maintaining all financial records, reports and sta-
tistics; and establishing procedures and methods for monitoring
the collection, safeguarding, and deposit of all toll revenue.

Division of Information Technology: Responsible for the
planning, implementation and support of the MDTA’s computer
and electronic information system infrastructure.

Division of Operations: Oversees all bridges, tunnels, turn-
pikes, and buildings under the jurisdiction of the MDTA. Its func-
tions include the operation, management and maintenance of the
MDTA's facilities; traffic management; E-ZPass operations; and the
collection, safeguarding, and deposit of toll revenue.

Division of Planning and Program Development: Devel-
ops and continually assesses short- and long-term capital planning
activities, develops funding strategies for the capital program, coor-
dinates legislative and public outreach activities, and manages the
MDTA’s real estate holdings.

Division of Procurement: Responsible for all contractual
agreements for the MDTA.

Division of Statutory Programs Compliance: Responsible
for the development, oversight, and administration of the Minor-
ity Business Enterprise, Small Business Reserve, and Veteran Small
Business Enterprise Programs, as well as the implementation and
development of the Title VI Program at the MDTA.

Maryland Transportation Autbority Police: The MDTA
Police are responsible for law enforcement activities at MDTA toll
facilities. The Police also provide law enforcement services at the
Baltimore/Washington International Thurgood Marshall Airport
and at the Port of Baltimore. Since 2012, the Police have held the
Tri-Arc Award from the Commission on Law Enforcement Accredi-
tation for having concurrent accreditation for its law enforcement,
communications and training units.

Office of Asset Control and Damage Recovery: Manages
the tracking, inventory, safeguarding, and disposal of MDTA prop-
erty and equipment and provides oversight of the collection of
monies owed to the MDTA from responsible parties who damage
MDTA facilities.

Office of Attorney General for the MDTA: The Maryland
Office of the Attorney General assigns staff to provide legal counsel
and representation for the MDTA.

Office of Audits: Responsible for providing independent and
objective approaches to improving the effectiveness of the MDTA’s
management and internal controls.

Office of Engineering and Construction: Provides overall
direction and management of the design, construction and con-
tract maintenance of the MDTA'’s facilities.

Office of Environment, Safety, and Risk Management: Re-
sponsible for employee safety, risk management, and environmen-
tal compliance programs.

Office of Human Resources and Workforce Development:
Responsible for employee relations, recruitment, compensation,
and training.

Maryland Transportation Authority Police
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THE MDTA’S TOLL FACILITIES s

John F. Kennedy Memorial Highway (1-95

1-270

1-95 Express
Thomas J. Hatem

Memorial Bridge

Intercounty Connector
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rancis Scott Key Bridge (I-695)
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RT 50
WASHINGTON, [ :‘ )
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Governor Harry W. Nice
Memorial Bridge (US 301)

Thomas J. Hatem Memorial Bridge (US 40)

The oldest of MDTA's facilities, this 1.4-mile, four-lane bridge opened

;37 in August 1940. It spans the Susquehanna River on US 40 between

@E i Havre de Grace and Perryville in northeast Maryland. Tolls are col-
% W lected in the eastbound direction only.

FY 2017 Toll Transactions, Eastbound - 5.1 Million

FY 2017 Toll Revenue - $11.9 Million

FY 2017 Revenue as a Percentage of Total Toll Revenue - 1.8%
Change In Revenue From FY 2016 - $0.3 Million
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1-95 Express Toll Lanes

Maryland’s second all-electronic toll road opened along the
Kennedy Highway in December 2014. The 195 Express Toll Lanes
provide eight miles, seven tolled, of generally free-flowing traffic be-
tween [-895 and just north of MD 43 in Baltimore. The 1-95 Express
Toll Lanes are part of the larger John E Kennedy Memorial Highway
facility, but are shown as a separate facility for reporting purposes.

FY 2017 toll transactions - 9.0 million

FY 2017 toll revenue - $12.5 million

FY 2017 revenue as a percentage of total toll revenue - 1.9%
Change in revenue from FY 2016 - $1.1 million

: o ¢
(* 1™ nln.f{;&
s

. IFTEE

THE MDTA’S TOLL FACILITIES (continued)

John F. Kennedy Memorial Highway (1-95)

Opened in November 1963, the John E Kennedy Memorial Highway
is a 50-mile section of I-95 from the northern Baltimore City line to
Delaware. Tolls are collected in the northbound direction only at
the toll plaza located one mile north of the Millard E.Tydings Memo-
rial Bridge over the Susquehanna River in northeast Maryland.

FY 2017 toll transactions, northbound - 15.5 million
FY 2017 toll revenue - $173.4 million
FY 2017 revenue as a percentage of total toll revenue - 25.8%

Change in revenue from FY 2016 - $4.5 million

Fort McHenry Tunnel (1-95, 1-395)

The largest underwater highway tunnel, as well as the widest
vehicular tunnel ever built by the immersed-tube method, the Fort
McHenry Tunnel opened to traffic in November 1985. The eight-
lane tunnel is nearly 1.4-miles long and connects the Locust Point
and Canton areas of Baltimore. The tunnel is a vital link in [-95, the
East Coast’s most important interstate route. Including the tunnel
and approach roadways, the facility is approximately 10.3 miles in
length.

FY 2017 toll transactions - 45.4 million

FY 2017 toll revenue - $201.4 million

FY 2017 revenue as a percentage of total toll revenue - 30.0%
Change in revenue from FY 2016 - $12.7 million

COMPREHENSIVE ANNUAL FINANCIAL REPORT for the Fiscal Year Ended June 30,2017 «(13



THE MDTA’S TOLL FACILITIES (continued)

Francis Scott Key Bridge (1-695)

This outer crossing of the Baltimore Harbor opened in March 1977
as the final link in I-695 (the Baltimore Beltway). The 1.7 mile Key
Bridge crosses over the Patapsco River where Francis Scott Key
was inspired to write the words of the “Star Spangled Banner” This
facility also includes the Curtis Creek Drawbridge. Including the
bridge and approach roadways, the facility is 10.9 miles in length.

FY 2017 toll transactions - 11.3 million
FY 2017 toll revenue - $44.3 million
FY 2017 revenue as a percentage of total toll revenue - 6.6%

Change in revenue from FY 2016 - $1.6 million

14» MARYLAND TRANSPORTATION AUTHORITY

Baltimore Harbor Tunnel (1-895)

The 1.4 mile, four-lane tunnel opened in November 1957. Designat-
ed I-895, the facility crosses under the Patapsco River and connects
major north/south highways and many arterial routes in Baltimore
City’s industrial sections. Including the tunnel and approach road-
ways, the facility is approximately 17 miles in length.

FY 2017 toll transactions - 27.6 million
FY 2017 toll revenue - $88.4 million
FY 2017 revenue as a percentage of total toll revenue - 13.2%

Change in revenue from FY 2016 - ($0.4 million)

Intercounty Connector (ICC)/MD 200

The Intercounty Connector (ICC/MD 200) links 1-270/1-370 in
Montgomery County and I-95 in Prince George’s County. The
ICC/MD 200 is the MDTA's first all-electronic, variably-priced toll
facility. The majority of the roadway, from I-370 to I-95, opened
to traffic in 2011 and the final segment, connecting 1-95 to US 1,
opened in 2014.

FY 2017 toll transactions - 32.6 million constructed trips
FY 2017 toll revenue - $64.3 million
FY 2017 revenue as a percentage of total toll revenue - 9.6%

Change in revenue from FY 2016 - $5.0 million



William Preston Lane, Jr. Memorial
(Bay) Bridge (US 50/301)

The Bay Bridge crosses the Chesapeake Bay along US 50/301. Its dual
spans provide a direct connection between recreational and ocean
regions on Maryland’s Eastern Shore and the metropolitan areas of
Baltimore, Annapolis and Washington, D.C. At four miles, the spans
are among the world’s longest and most scenic over-water struc-
tures. The original span opened in July 1952 and provides a two-
lane roadway for eastbound traffic.The parallel structure opened in
June 1973 and has three lanes for westbound travelers. During peri-
ods of heavy eastbound traffic, one lane of the westbound bridge is
“reversed” to carry eastbound travelers (“two-way” traffic opera-
tions). Tolls are collected in the eastbound direction only.

FY 2017 toll transactions, eastbound - 13.6 million
FY 2017 toll revenue - $53.3 million
FY 2017 revenue as a percentage of total toll revenue - 8.0%

Change in revenue from FY 2016 - $1.1 million

THE MDTA’S TOLL FACILITIES (continued)

N IDNE
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Governor Harry W. Nice Memorial Bridge
(Us 301)

Opened in December 1940, this 1.9-mile, two-lane bridge is located
on US 301 and spans the Potomac River from Newburg, MD to
Dahlgren, VA. President Franklin D. Roosevelt participated in the
facility’s groundbreaking in 1939. Tolls are collected in the south-
bound direction only.

FY 2017 toll transactions, southbound - 3.4 million
FY 2017 toll revenue - $21.2 million
FY 2017 revenue as a percentage of total toll revenue - 3.2%

Change in revenue from FY 2016 - $0.2 million
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LONG-TERM FINANCIAL PLANNING ===

The MDTA utilizes conservative financial forecasting modeling
that produces strong debt service coverage and is seen as a strength
by the credit rating agencies, allowing the MDTA to maintain strong
credit ratings of AA- by Standard & Poor’s and Fitch Ratings and Aa3
by Moody’s. Traffic and revenue forecasts are produced annually by
an independent consultant covering a ten-year period utilizing con-
servative elasticity factors and limited long-term growth on existing
facilities to reflect recent experience and changing demographics.

These conservative traffic and revenue forecasts are utilized in
the development of the MDTA's financial forecast. Additional con-
servatism is built into the financial forecast by assuming that the
operating and capital budgets will be fully spent, despite historical
spending below budgeted levels, and the use of assumed interest
rates on future borrowings at rates higher than current market
trends. The financial forecast ensures that the MDTA will meet all
financial goals and legal requirements throughout the forecast pe-
riod, helps to determine the appropriate mix of current year fund-
ing and bond proceeds to fund the capital program, and identifies
the potential need for future toll rate adjustments.

As required by statute, the MDTA'’s six-year financial forecast is
provided to the legislature twice per year for informational purpos-
es and the timing coincides with the development of the annual
operating budget by July 1 of each year and with the submission of
the MDTA’s annual update to its six-year capital program in Janu-
ary. For internal financial planning purposes, additional forecasts
are developed for varying planning horizons and testing alternative

sensitivity cases. The toll rates for the additional sensitivity cases
remain unchanged as a means of accurately reflecting the effects
of each stress test on the system; however, in reality, if such unex-
pected circumstances were to occur, the MDTA would use its inde-
pendent toll rate-setting power to take prompt mitigating action.

The MDTA develops an annual operating budget and is re-
quired by the Trust Agreement to approve it by July 1 of each fiscal
year. Each of the MDTA’s department managers contribute to the
development of a preliminary operating budget based on the ex-
pected staffing and funding level necessary to operate the MDTA’s
facilities and departments. On a quarterly basis, the budget is re-
viewed by division and by budget category for any significant vari-
ances from targeted spending levels. The MDTA may at any time
adopt an amended or supplemental budget for the remainder of
the then-current fiscal year. The operating budget is provided to
the legislature annually for informational purposes but does not
require legislative approval.

The annual capital budget is developed as part of a six-year
capital program. The capital program includes both major and mi-
nor projects in varying stages of development. Projects are moved
from the Development & Evaluation Program to the Construction
Program as funding becomes available and as design work is signifi-
cantly advanced. Annual inspections of each of the MDTA'’s facili-
ties by a nationally accredited engineering firm is required by the
Trust Agreement and helps to identify needed improvements and
prioritize projects. The FY 2017-2022 capital program provides a
$2.5 billion investment in the MDTA'’s facilities, with the majority
of this funding focused on system preservation of existing facilities.

1-95 Express Toll Lanes
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Vebicle Recovery Technician

Relevant Financial Policies

The MDTA may issue revenue bonds backed by its toll revenues.
Per Maryland statute, debt outstanding for toll-revenue backed debt
is limited to $2.325 billion through fiscal 2020 and $3.0 billion
thereafter. All toll-backed debt must comply with the Rate Covenant
contained in the Trust Agreement.The Rate Covenant requires the
MDTA to fix, revise, charge and collect rentals, rates, fees, tolls and
other charges and revenues for the use or services of its facilities
in order to produce in each bond year net revenues in an amount
not less than the sum of: (a) 120% of the Debt Service Require-
ment for outstanding bonds; and (b) 100% of the amount budgeted
for deposit to the Maintenance and Operations Reserve Account.
Failure to maintain a Rate Covenant of greater than or equal to 1.0
annually would contractually result in the Trustee stepping in and
taking control of setting toll rates sufficient to adhere to this re-
quirement. The MDTA's historical Rate Covenant has shown strong
coverage with operating results well above the 1.0 times minimum
coverage level.

As part of its Additional Bonds Test, prior to issuing any new
debt, the MDTA must certify that this Rate Covenant has been met
in the 12 consecutive months of the preceding 18 month period.
In addition, the MDTA must certify on a prospective basis that the
Rate Covenant will be met in the current bond year, and in the
fifth complete bond year following the completion date of a bond-
financed additional project or project improvement.

The MDTA Board has adopted several financial management
policies for guidance to address the key aspects of fiscal planning,
issuing debt, approving bond sales, conducting bond closings and
investment strategies. These policies require the MDTA’s strict ad-
herence to prudent financial management, compliance with the
Rate Covenant, the setting of liquidity standards, and debt afford-
ability tests. The policies are reviewed periodically and modified
as appropriate. These include Board Policies on Debt Management,
Revenue Bonds, Preparation of Financial Forecasts, Investment
Management, and Revenue.

The Debt Management Board Policy provides an administrative
policy goal which, in most situations, presents a higher and more
stringent test of adequacy of revenues than the Rate Covenant.
In this Debt Service Coverage Policy, the net revenues cannot be
less than 2.5 times the Debt Service Requirement of current and
projected outstanding debt. In addition, to ensure that adequate
liquidity is available, the Policy requires that the MDTA maintain an
unrestricted cash balance of at least $350 million.

Financial investments of the MDTA are substantially controlled
by provisions of the Trust Agreement. Investments are purchased
in accordance with bond indenture and Investment Policy limita-
tions.As required by the bond indenture, the investment portfolio
is managed by MDTA staff with oversight by the Investment and
Finance Committees. The Investment Committee consists of the
Executive and Deputy Executive Directors, Chief Financial Officer,
and Deputy Chief Financial Officers as voting members with the
Director of Treasury and financial advisors serving as non-voting
members. The Finance Committee is composed of four members
of the MDTA Board that review the Investment Policy at least an-
nually and the investment strategy, practices, and portfolio perfor-
mance at least quarterly.

Superstructure Replacement on I-895 over Patapsco Flats

The MDTA’s funds are primarily held in trust accounts created
under the bond indenture, including various debt service accounts,
debt service reserves, a capital account, an operating and mainte-
nance reserve,and a general account. Available funds are conserva-
tively invested in a variety of instruments including money market
mutual funds, U.S. Government and Agency debentures, municipal
bonds, Tier-1 rated corporate commercial paper, Supranationals,
and the Maryland Local Government Investment Pool. Certain ac-
counts are invested on a matched-funding basis, with maturities
matched to known or projected spending for debt service and
capital accounts. Unrestricted funds and reserves are managed for
total return.
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MAJOR INITIATIVES

During fiscal year 2017, the MDTA focused on core operations
while embracing its role in preparing the State’s infrastructure for
the future. Core operations include financial health, the safety and
operation of the roadways, and promoting excellence in custom-
er service. Preparing for the future includes major projects that
will deliver the next generation of tolling technology and provide
needed capacity and safety enhancements to existing facilities.

Financial Health

The MDTA takes very seriously its commitment to be financial
stewards of dedicated toll revenues that provide vital transporta-
tion links to move people and commerce across the State. Long-
term financial planning, conservative forecasting, and Board-adopt-
ed financial policies are key to the MDTA’s financial health. Several
important events occurred during fiscal year 2017. Continued
positive traffic trends, financial flexibility, a high level of economic
rate-making ability, and a demonstrated commitment to strong fi-
nancial performance were cited by Fitch Ratings when it affirmed
the MDTA’s AA- credit rating and revised its outlook to Positive
from Stable in August 2016. Similarly, in May 2017, Moody’s Inves-
tors Service affirmed the MDTA’s Aa3 credit rating and revised its
outlook to Positive from Stable. Standard & Poor’s affirmed the
MDTA’s AA- and Stable outlook in December 2016.

Revenues from the operation of toll facilities (includes both
toll collection and enforcement efforts) totaled $732.0 million in
fiscal year 2017, an increase of $46.7 million, or 6.8%, from the
previous year. Strong revenue performance allowed the MDTA to
utilize a $100 million cash payoff of certain outstanding bonds. In
July 2017, the MDTA issued $169.7 million of Series 2017 Refund-
ing Bonds and provided a cash contribution of $100 million to fully
refund and redeem the outstanding Series 2007 Bonds, resulting
in $207.9 million of gross debt service savings (see “Subsequent
Events”in Note 1 for additional information).

Safety

The MDTA'’s six-year capital program for FY 2017-2022 totals
$2.5 billion and includes over 200 projects that range from minor
renovations to large-scale construction projects to preserve and
enhance the facilities for years to come. Independent, certified,

Winter road care takes planning and preparation
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and nationally experienced engineering firms inspect all bridges,
tunnels, roadways, lighting, and signage annually. All facilities were
found to be maintained in good repair, working order, and condi-
tion. The MDTA inspected 323 bridges in accordance with the
National Bridge Inspection Standards, and all bridges allow for
legally-loaded vehicles, emergency vehicles and school buses to
traverse safely. The MDTA has just one bridge classified as structur-
ally deficient due to deck condition, and that bridge is scheduled
to be replaced in 2018.

Facility Maintenance Technician

In its continued support of the Maryland Department of Trans-
portation’s Maryland Highway Safety Office “Toward Zero Deaths”
campaign, the MDTA Police joined critical statewide safety cam-
paigns that included:

» the “Click It or Ticket” campaign for seatbelt enforcement;
» the “You Text.You Drive.You Pay” distracted driving campaign;

» the “Secure Your Load” campaign to conduct high-visibility
enforcement initiatives and motorist education about the im-
portance of securing loads in vehicles and trailers;

» the use of speed camera enforcement in certain work zones
to create safer environments for work crews, drivers, and pas-
sengers; and

» the “It Can Wait” campaign that included additional highway
signage to remind motorists of Maryland’s law that prohibits
the use of handheld electronic devices while driving and to
designate rest areas as safe texting and calling zones.

Customer Service

In March 2017, the MDTA Board adopted a resolution that di-
rected staff to research and present recommendations on improve-
ments to the MDTA’s toll enforcement methods, customer service,
nationwide tolling trends, and future improvements that will be
available under the MDTA’s next tolling system contract. At that
meeting, the MDTA recommitted to its goal to provide outstanding
customer service. Since that time, staff has presented information



Toll plaza at Nice Bridge

on the MDTA’s current Video Tolling and toll enforcement process,
toll collection and enforcement processes used at tolling agencies
nationwide and near Maryland, the procurement of the MDTA’s
3rd Generation Tolling System, and the overall goals for customer
service improvements. At its completion, the MDTA Board is ex-
pected to adopt a number of policies that improve the MDTA’s
ability to provide excellent customer service to maintain its exist-
ing customer base and attract new users to the MDTA'’s facilities.

PREPARING FOR THE FUTURE

In August 2016, the MDTA Board approved $5 million in fund-
ing for aTier 1 National Environmental Policy Act (NEPA) Study to
identify the location and potential funding options for a new Ches-
apeake Bay crossing. The Tier 1 study will pursue environmental
regulatory agency concurrence and agreement from counties on
the Eastern Shore on the location of a future additional crossing.
The study will take four years to complete and will include traf-

fic, engineering, and environmental analyses. The study is the first
step in a process to address the demand for additional capacity
across the Chesapeake Bay. Currently, the William Preston Lane, Jr.
Memorial (Bay) Bridge includes a two-lane bridge for eastbound
traffic and a three-lane bridge for westbound traffic. During peri-
ods of heavy eastbound traffic, one lane of the westbound bridge is
“reversed” to carry eastbound travelers (“two-way” traffic opera-
tions). Studies show that although the Bay Bridge can be safely
maintained through 2065 with preservation and maintenance work,
motorists could experience up to 14-mile delays daily in the sum-
mer and every weekend throughout the rest of the year by 2040.

Also in August 2016, the MDTA issued two requests for pro-
posals to revolutionize customer service and tolling technology
in Maryland through the development and operation of the 3rd
generation of electronic tolling for the MDTA. One request for pro-
posal includes the replacement of the existing in-lane hardware,
software, and toll collector terminals, while the other includes the
establishment, staffing, and managing of a new Customer Service
Center system for E-ZPass Maryland operations. The new contracts
will be performance-driven with clear standards and expectations,

provide customers with additional ways to manage and pay their
accounts, and allow flexibility as customer needs change over time.
The MDTA anticipates the new systems will be live within two
years of awarding the new contracts.

In November 2016, the MDTA Board approved $765 million in
funding for a new Potomac River crossing to replace the 76-year-
old Governor Harry W. Nice Memorial Bridge. The MDTA expects
to advertise a design-build contract for the new bridge in 2018,
start construction in 2020, and open a new, wider, and safer bridge
in 2023. The new bridge will be built north of and parallel to the
existing 1.7-mile bridge and will provide two lanes of traffic in
each direction. Currently, with only one, narrow lane in each direc-
tion, traffic incidents, disabled vehicles, routine maintenance and
large-scale preservation projects create significant traffic impacts
at the Nice Bridge. Without the new construction, the current
bridge would have required major rehabilitation work within the
next five years.

Bay Bridge Toll Lanes
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The Maryland House on 1-95

ECONOMIC OUTLOOK

The MDTA owns and operates a large and well-diversified sys-
tem that provides essential transportation infrastructure links in a
high volume market with limited competing facilities. The MDTA’s
facilities include commuter travel routes and a portion of Inter-
state 95. The toll facilities have demonstrated low elasticity and
are located in affluent service areas that include the Baltimore and
Washington D.C. metropolitan statistical areas. The facilities serve
a varied mix of passenger and commercial traffic that pay tolls us-
ing E-ZPass, cash, and Video Tolling.

Ten-year traffic and revenue forecasts are prepared annually by
independent consultants and are available on the MDTA’s website.
Separate traffic and revenue forecasts are prepared for all legacy
facilities, the Intercounty Connector, and the 195 Express Toll
Lanes. The most recent forecasts were published in December
2016. The following information on recent economic performance
and the outlook is derived from these reports.

The forecasts rely on historical toll transaction and revenue
trend information by vehicle classification, payment method, and
facility, as well as socioeconomic and demographic trends locally,
regionally, and nationally. Socioeconomic and demographic data
that impact the forecast include: population, employment, income,
gross regional product, inflation, and gasoline prices.

Population: Since 2000, Maryland has exhibited stable popu-
lation growth of 0.8 percent annually, which lags slightly behind
the national average of 0.9 percent annually over the same time
period. Within Maryland, population growth rates range from 0.6
percent in the Baltimore region to 1.6 percent in Southern Mary-
land. Projected regional population growth is expected to follow
similar trends over the next 10 years, with expected growth of 0.7
percent annually statewide.

Employment: Employment growth in Maryland since 2000
has lagged behind population growth, but has been stronger than
the nation as a whole. Statewide employment changes have aver-
aged 0.4 percent per year, which included a decline of 0.4 percent
per year annually in the 2005 to 2010 time frame that included the
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Great Recession and 1.0 percent growth in 2010 through 2014.
Statewide employment is expected to grow an average of 1.1 per-
cent annually through 2020 and 0.6 percent through 2026.

Income: Median incomes in many of the counties contain-
ing toll facilities tend to be higher than the State as a whole and
higher than the national average. Nationwide, per capita income
in 2015 was $43,868 following average annual growth of 1.2 per-
cent in 2000 to 2015. Historic per capita income in Maryland was
nearly $49,000 in that same year, with the Washington Suburban
region enjoying the highest per capita incomes in the State and
throughout much of the country, at just over $54,000. The Inter-
county Connector is partly located in Montgomery County, which
is among the nation’s wealthiest counties. Per capita income in
Maryland is forecasted to increase annually by about 1.4 percent
on average over the next 10 years.

Gross Regional Product: Another fundamental economic
indicator that has bearing on traffic demand is gross regional prod-
uct (or gross domestic product/gross state product, depending on
the geographic focus). Since 2000, gross domestic product has av-
eraged 1.8 percent growth annually nationwide, including slowed
growth of 0.8 percent in 2005 through 2010, which includes the
Great Recession,and 2.1 percent since then. Growth rates in Mary-
land, both Statewide and for all five major planning regions, have
matched or exceeded nationwide growth rates. Statewide average
annual growth from 2000 to 2015 has been 2.3 percent, and this
same rate of average annual growth is expected through 2026.

Inflation: From 2000 to 2015, the Consumer Price Index aver-
aged about 2.2 percent growth per annum, reaching a high of 4.1
percent in 2007 and a growth rate of 0.7 percent in 2015. Inflation
in the Washington-Baltimore region has followed similar trends,

The Tydings Bridge on I-95



with average annual growth of 2.5 percent during the same time
period, a peak of 4.5 percent in 2008 and a growth rate of 0.3 per-
cent in 2015. Nationwide, inflation is expected to remain relatively
moderate and inch upward over the near term with larger poten-
tial increases in the medium- to long-term.

Gas Prices: Retail gasoline prices have been extremely vola-
tile over the period from 2000 to 2015. Average national gas prices
have increased from $1.52 in 2000 to $2.52 in 2015, hitting a low
of $1.39 in 2002 and a high of $3.68 in 2012. Most recently, aver-
age national gas prices have declined significantly, staying under
$2.50 through 2016. Prices are expected to remain under $2.50
through 2017, until the average price begins to slowly increase
over time, reaching a national average of $3.33 in 2026.

Hatem Bridge

With the growth momentum in Maryland and the surround-
ing regional economies that has generally strengthened and broad-
ened in recent years, one can be cautiously optimistic about ongo-
ing economic expansion. This optimism should be tempered with
the knowledge that favorable factors like relatively robust traffic
growth and declines in gasoline prices may not be sustainable over
the long term.

After adjusting for the MDTA’s newest facilities, the Intercounty
Connector and the 195 Express Toll Lanes, systemwide toll transac-
tions on the MDTA’s facilities have fluctuated between 2006 and
2016. This fluctuation was driven by a decline in transactions in
2008 through 2010 during the Great Recession, a year of growth in
2011, and further declines in 2012 through 2014 coinciding with
significant toll rate increases. Growth returned in 2015 and toll and
fee rate reductions in 2016 helped fuel further growth. Through
the 10-year forecast period, average annual growth of 0.8 percent
is expected, with slightly higher growth expected in the near term.

AWARDS AND ACKNOWLEDGEMENTS ==

The Government Finance Officers Association of the United
States and Canada (GFOA) awarded a Certificate of Achievement
for Excellence in Financial Reporting to the MDTA for its compre-
hensive annual financial report for the fiscal year ended June 30,
2016. In order to be awarded a Certificate of Achievement, a gov-
ernment must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy
both generally accepted accounting principles and applicable
legal requirements.

A Certificate of Achievement is valid for a period of one year
only. We believe that our current comprehensive annual financial
report continues to meet the Certificate of Achievement Program’s
requirements and we will again submit it to the GFOA to deter-
mine its eligibility for another certificate.

The dedicated and knowledgeable staff of the MDTA’s Finance
Division was instrumental in the preparation of this comprehen-
sive annual financial report. Furthermore, the assistance of the Di-
vision of Communications was vital in the production and publica-
tion of the comprehensive annual financial report. The successful
day-to-day operations of the MDTA would not be possible without
the vision and leadership provided by the MDTA Board. We look
forward to continuing this progress into 2018 and beyond.

Respectfully Submitted,

e

Kevin C. Reigrut

Executive Director

| et

Jaclyn D. Hartman

Chief Financial Officer
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Pete K. Rahn
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Member Member Member

W.Lee Gaines, Jr. William C. Ensor, III John von Paris
Member Member Member
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

Board of Trustees
Maryland Transportation Authority
Baltimore, Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Maryland Transportation Authority (the Authority),
an enterprise fund of the State of Maryland, as of and for the year ended June 30, 2017, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The Authority’s 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America 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 audit 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 auditor’s 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Authority as of
June 30, 2017, and the changes in its financial position and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discuss and analysis and MDTA’s
proportionate share of the net pension liability and MDTA contributions to the Maryland State Retirement and Pension System, as listed in
the table of contents, 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.

200 International Circle < Suite 5500 < Hunt Valley ¢ Maryland 21030 + P 410.584.0060 < F 410.584.0061
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Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise the Authority’s basic
financial statements. The introductory section, other supplementary information, and statistical information, as listed in the table of contents, are
presented for purposes of additional analysis and are not a required part of the basic financial statements. Such information 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.

The other supplementary information is comprised of the combined schedule of revenue and expenses — all facilities, the combined schedule of
toll transactions — all facilities, the combined schedule of toll revenue — all facilities, the schedules of toll transactions, and the schedules of toll
revenue, and the schedules of investment of funds and 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 other supplementary information as
listed above is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory section and statistical information, as listed in the table of contents, have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 28, 2017 on our consideration of the
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 the Authority’s internal
control over financial reporting and compliance.

Hunt Valley, Maryland

September 28, 2017 5 y M' Opf c_.
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Management’s DISCUSSION AND ANALYSIS

The following Management’s Discussion and Analysis (MD&A) provides an overview of the Maryland Transportation Authority’s
(MDTA) financial performance for the fiscal year ended June 30,2017. As you read the MD&A, 2017 refers to the fiscal year ended June
30,2017, and 2016 refers to the fiscal year ended June 30, 2016. This narrative intends to supplement the MDTA’s audited financial
statements, which are comprised of the basic financial statements and the notes to the financial statements.

FINANCIAL HIGHLIGHTS s

» The MDTA’s net position totaled $4.2 billion in 2017, an increase of $332.7 million, or 8.5%, compared to 2016.

» Operating revenues increased by $33.5 million, or 4.0%, from 2016 to 2017. The net increase is largely the result of a $46.7 million
increase in toll revenue and toll administrative revenue. Toll revenue increased $26.1 million as a result of growth of 4.0% in toll
transactions on the MDTA’s facilities. Toll administrative revenue increased by $20.6 million as a result of additional toll collection
and enforcement actions. These increases were partially offset by a decrease of $12.6 million in other revenue as a result of a
decline in Intercounty Connector (ICC) real estate purchases subsidized with federal funds.

» For the fiscal year ended June 30,2017, the MDTA had total bonded debt outstanding of $3.0 billion, which includes $2.3 billion
in revenue bonds backed by the MDTA’s toll revenues and $664.2 million in debt backed by sources external to the MDTA. The
MDTA’s revenue bonds remain below the statutory cap of $2.325 billion and the MDTA maintains strong rate covenant coverage
of 2.82 versus a 1.0 requirement.

» The MDTA maintains credit ratings of AA- from Fitch Ratings and Standard and Poor’s and Aa3 from Moody’s Investors Service.
During 2017, both Fitch Ratings and Moody’s Investors Service revised the MDTA’s outlook to Positive from Stable, citing contin-
ued positive traffic trends, financial flexibility, a high level of economic rate-making ability, and a demonstrated commitment to
strong financial performance.

» As a result of significant infrastructure investment, capital assets, net of accumulated depreciation, increased by $72.3 million, or
1.2%, from 2016. The largest portion of the increase, $41.5 million, is attributed to system preservation and restoration of existing
facilities. The remaining portion is attributed to expansion growth related to the I-95 Express Toll Lanes on the John E Kennedy
Memorial Highway.

OVERVIEW OF THE FINANCIAL STATEMENTS s

The MDTA is an independent agency of the State of Maryland that was created to manage the State’s toll facilities as well as to
finance certain new revenue-producing transportation projects.The MDTA is a non-budgeted agency that relies solely on revenues
generated from its transportation facilities. Disposition of these revenues is governed by a Trust Agreement between the MDTA and its
Trustee. The MDTA is accounted for as a proprietary-type enterprise fund using the accrual basis of accounting, similar to a private
business entity.

Financial Statements

The financial statements included in this report are the: Statement of Net Position; Statement of Revenues, Expenses, and Changes
in Net Position; and Statement of Cash Flows. These statements have been prepared in accordance with accounting principles gener-
ally accepted in the United States of America as promulgated by the Governmental Accounting Standards Board (GASB).

Statement of Net Position

The Statement of Net Position depicts the MDTA'’s financial position as of a point in time and includes all assets, liabilities, deferred
inflows, and deferred outflows of the MDTA. The net position represents the residual interest in the MDTA’s assets and deferred
outflows after liabilities and deferred inflows are deducted and is displayed in three components: 1) net investment in capital assets;
2) restricted; and 3) unrestricted.

Statement of Revenues, Expenses, and Changes in Net Position
The Statement of Revenues, Expenses, and Changes in Net Position reports the revenues and expenses of the MDTA that are used
to measure the success of the MDTA’s operations for a given period of time and how the MDTA has funded its operations.
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Statement of Cash Flows
The Statement of Cash Flows reconciles the changes in cash and cash equivalents with the noncapital financing, capital financing,
and investing activities.

Notes to the Financial Statements
The Notes to the Financial Statements provide additional information that is essential to the full understanding of the data provided
in the financial statements.The Notes to the Financial Statements can be found on pages 41 to 73 of this report.

FINANCIAL ANALYSIS s

Financial Position

Table 1 is a summarized version of the Statement of Net Position for the years ended June 30,2017 and 2016. The table reflects
the MDTA’s overall change in financial resources and claims on those resources. The majority of the MDTA’s assets consist of cash,
investments, direct financing lease receivables, and capital assets. Liabilities primarily represent accounts payable, accrued liabilities,
pensions, and bonds payable.

TABLE 1: Assets, Liabilities, and Net Position
(In Thousands)

For the Fiscal Years Ended June 30

2017 2016 Variance _ % Change

Current Assets $1,164,507 $ 1,006,854 $ 157,653 15.7%
Noncurrent Assets 577,864 629,630 (51,766) -8.2%
Capital Assets, Net 5,948,741 5,876,420 72,321 1.2%
Total Assets $7,691,112 $ 7,512,904 $178,209 2.4%
Deferred Outflow of Resources $ 79,590 $ 62,103 $ 17,487 28.2%
Current Liabilities $ 388,707 $ 387,504 $ 1,203 0.3%
Long-Term Bonds Payable 2,815,825 2,975,171 (159,346) -5.4%
Other Long-Term Liabilities 270,625 244,730 25,896 10.6%
Total Liabilities $ 3,475,157 $ 3,607,405 $(132,248) -3.7%
Deferred Inflow of Resources $ 67,190 $ 71,923 $ (4,733 -6.6%
Net Position

Net Investment in Capital Assets $ 3,457,877 $ 3,272,233 $ 185,644 5.7%

Restricted 120,135 111,091 9,044 8.1%

Unrestricted 650,343 512,355 137,988 26.9%
Total Net Position $ 4,228,355 $ 3,895,679 $ 332,676 8.5%

Current Assets

Current assets increased by $157.7 million, or 15.7%, in 2017 as compared to 2016.The increase in 2017 occurred primarily due
to an increase in the MDTA’s cash and cash equivalents of $107.9 million, or 141.4%, and an increase in investments of $35.2 million,
or 4.6%. Net operating revenues exceeded capital spending which resulted in the growth of the cash and cash equivalent and invest-
ment balances.
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Noncurrent Assets

Noncurrent assets decreased by $51.8 million, or 8.2%, from 2016 to 2017.The decrease is primarily due to a decrease in restricted
investments of $41.1 million, or 23.0%. This reduction occurred primarily as a result of the spending of conduit bond proceeds, which
were used to fund conduit capital projects.

Capital Assets, net

Table 2 is a summarized version of the MDTA’s capital assets, net of depreciation, for the years ended June 30,2017 and 2016. Invest-
ment in capital assets include land, construction in progress, highways, bridges, tunnels, buildings, machinery, equipment, and certain
vehicles. Details of capital assets, additions, and depreciation are included in Note 4 to the financial statements.

TABLE 2: Capital Assets, Net of Depreciation
(In Thousands)

For the Fiscal Years Ended June 30

2017 2016
Non-depreciated:
Land $ 396,549 $ 397,382
Construction in progress 1,219,691 1,286,379
1,616,240 1,683,761
Depreciated:
Infrastructure 4,172,236 4,041,909
Buildings 131,544 125,564
Machinery, Equipment, and Vehicles 28,721 25,186
Total Capital Assets, Net $ 5,948,741 $ 5,876,420

As a result of significant infrastructure investment, capital assets, net of accumulated depreciation, increased by $72.3 million, or 1.2%,
from 2016. The largest portion of the increase, $41.5 million, is attributed to system preservation and restoration of existing facilities. The
remaining portion is attributed to expansion growth related to the 195 Express Toll Lanes on the John FE Kennedy Memorial Highway.

Deferred Outflow of Resources

In addition to assets, the Statement of Net Position reports a separate section for deferred outflow of resources.The MDTA has two
items that qualify for reporting in this category - the deferred amount on refunding debt and deferred pension expense. Deferred outflow
of resources increased by $17.5 million, or 28.2%, from 2016 to 2017. This increase is primarily due to an increase in the MDTA’s net pen-
sion liability. (See Note 7 for additional information on deferred pension expense.)

Current Liabilities

Current liabilities increased by $1.2 million, or 0.3%,in 2017 as compared to 2016. Significant changes include:a $10.4 million increase
in accounts payable and accrued liabilities arising from a large percentage of construction and engineering billing occurring in the latter
half of the year; a $22.2 million decrease for intergovernmental payable due to increased capital spending on conduit Maryland Aviation
Administration (MAA) facility improvement projects; and a $17.6 million increase in the current portion of bonds payable due to higher
principal payments on the Series 2007, 20094, and 2012 revenue bonds.
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Noncurrent Liabilities

Noncurrent liabilities decreased by $133.5 million, or 4.1%,in 2017 as compared to 2016. This net decrease is primarily due to a $159.3
million decrease in long-term bonds payable that is offset by an increase of $22.5 million in the MDTA’s net pension liability. The decrease
in noncurrent bonds payable results from payments of principal on existing debt and some liabilities moving from noncurrent to current.
(See Note 5 for additional information concerning details of bonds payable and Note 7 for additional information on net pension liability.)

Table 3 is a summary of outstanding bond debt.

TABLE 3: Qutstanding Bond Debt
(In Thousands)

For the Fiscal Years Ended June 30

2017 2016

Transportation Facility Revenue $ 2,264,224 $ 2,299,584
GARVEE 206,590 279,780
Conduit Debt:

BWI Airport PFC Revenue 190,980 200,245

BWI Airport Rental Car Facility 87,830 90,900

BWI Airport Parking Garage Revenue 136,900 148,055

WMATA Metrorail Parking Revenue 23,905 25,440

Calvert Street Parking Revenue 18,011 18,011
Total Conduit Debt 457,626 482,651
Unamortized Premium 38,562 46,731
Total Bond Debt, Net $ 2,967,002 $ 3,108,746

The MDTA’s revenue bonds have underlying ratings of AA- by Standard & Poor’s Ratings Services and Fitch Ratings and Aa3 rating by
Moody’s Investors Service. Pursuant to statute, the MDTA may issue revenue bonds secured by toll revenues in any amount provided the
aggregate outstanding balance does not exceed $2.325 billion as of fiscal year end.The MDTA is subject to the provisions and restrictions
of the Trust Agreement with the Trustee, The Bank of New York Mellon, dated as of September 1,2007,as amended and supplemented.The
MDTA'’s rate covenant coverage for 2017 as defined by the Trust Agreement was 2.82 versus a 1.00 requirement.

Deferred Inflow of Resources

In addition to liabilities, the Statement of Net Position reports a separate section for deferred inflows of resources.The MDTA has two
items that qualify for reporting in this category - the deferred service concession arrangement and deferred pension inflows. Deferred
inflows of resources decreased by $4.7 million, or 6.6%. The decrease results from the amortization of the service concession arrangement
for the two travel plazas that the MDTA owns along I-95,as well as a decrease in deferred pension inflows due to the amortization of actual
and expected experience of $0.9 million and the amortization of the net difference of investment earnings of $4.7 million.This was offset
by $2.7 million of fiscal year 2017 differences between actual and projected earnings on plan investments. (See Note 4 for additional infor-
mation concerning service concession arrangements and Note 7 for additional information concerning pensions.)
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Total Net Position NET POSITION

Net position includes net investment in capital For the Fiscal Years Ended June 30
assets, restricted net position (restricted for debt ser- (In Millions)
vice and capital expenses),and unrestricted net posi-
tion. In 2017, net position increased by $332.7 mil-
lion, or 8.5%, compared to 2016. The increase in net
position includes an increase of $185.6 million in net
investment in capital assets, an increase of $138.0
million in unrestricted assets, and a $9.0 million in-

$3,457.9

TOTAL NET POSITION

$3,272.2
crease in restricted net position. The increase in net

investment in capital assets resulted from payments
on the MDTA’s outstanding debt and the use of cash
reserves in the restoration of existing facilities. The 2017 2016
increase in unrestricted assets results from the use
of pay-as-you-go cash funding for the capital projects.

Fiscal Year

The increase in restricted net position results from

. ) ; M Net Investment in Capital Assets I Restricted @ Unrestricted
increased debt service payments in 2017.

Results of Operations

Table 4 is a summarized version of the Statement of Revenues, Expenses, and Changes in Net Position for the fiscal years ended
June 30,2017 and 2016.

TABLE 4: Revenues, Expenses, and Changes in Net Position
(In Thousands)

For the Fiscal Years Ended June 30

2017 2016 Variance % Change

Operating revenues

Toll revenue $ 670,760 $ 644,658 $ 26,102 4.0%

Concession revenue 6,006 6,213 (207) -3.3%

Intergovernmental revenue 129,931 130,301 (370) -0.3%

Toll administrative revenue 61,263 40,712 20,551 50.5%

Other revenue 1,645 14,195 (12,550) -88.4%
Total operating revenue 869,605 836,079 33,526 4.0%
Operating expenses (418,851) (422,525) 3,674 -0.9%
Total operating revenues and expenses 450,754 413,554 37,200 9.0%
Non-operating revenues

Investment revenue (126) 13,082 (13,208) -101.0%

Restricted interest income on investments 970 1,423 (454) -31.9%
Total non-operating revenue 844 14,505 (13,661) -94.2%
Non-operating expenses

Loss on disposal (6,026) (6,155) 129 -2.1%

Interest expense (112,896) (109,880) (3,016) 2.7%
Total non-operating expenses (118,922) (116,035) (2,887) 2.5%
Total non-operating revenues and expenses (118,078) (101,530) (16,548) 16.3%
Change in net position $ 332,676 $ 312,024 $ 20,652 6.6%
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Operating Revenues

The MDTA’s operating revenues include revenues from tolls,
administrative fees, concessions, intergovernmental, and other. Op-
erating revenues increased by $33.5 million, or 4.0%, from 2016
to 2017. The net increase is largely the result of a $46.7 million
increase in toll revenue and toll administrative revenue. Toll rev-
enue increased $26.1 million as a result of growth of 4.0% in toll
transactions on the MDTA'’s facilities. Toll administrative revenue
increased by $20.6 million as a result of additional toll collection
and enforcement actions. These increases were partially offset by
a decrease of $12.6 million in other revenue as a result of a decline
in ICC real estate purchases subsidized with federal funds.

Toll Transactions and Revenue Comparison

Toll transactions and toll revenue are generally correlated, but
variations due to vehicle class and payment type may occur. The
MDTA’s facilities saw strong traffic growth of 4.0% systemwide in
2017. This includes growth of 2.5% at the legacy facilities (all facili-

SOURCES of REVENUE
For the Year Ended June 30, 2017
(In Millions)
Toll

Administrative Other Revenue
Revenue $1.6

$61.3 1%
6% \

Intergovernmental
Revenue
$129.9

15%

Concession
Revenue
$6.0
1% Toll Revenue

$670.8

7%

ties excluding the ICC and I-95 Express Toll Lanes), growth of 8.9% on the ICC, and growth of 9.3% on the I-95 Express Toll Lanes.

Strong traffic growth produced increased toll revenue in 2017. Toll revenue at all facilities increased by $26.1 million, or 4.0%. This
includes an increase of $20.0 million, or 3.5%, on the legacy facilities; an increase of $5.0 million, or 8.4%, on the ICC; and an increase of
$1.1 million, or 9.6%, on the 95 Express Toll Lanes.

TOLL TRANSACGTIONS and REVENUE COMPARISON
(In Thousands)
$70,000 16,000
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Operating Expenses OPERATING EXPENSES
The MDTA'’s operating expenses include toll collection, law en- For the Year Ended June 30, 2017
forcement, maintenance, major repairs and replacements, admin- (In Millions)
istrative, depreciation, and pension. In 2017, operating expenses
decreased by $3.7 million, or 0.9%, from 2016. This net decrease Pension Expense
was the result of several changes. Pension expense decreased by $24.9
$16.6 million due to a reduction in the MDTA’s allocated portion 6% \

of the State’s pension costs. Major repairs, replacements and insur-
ance increased by $4.0 million from increased investment in the
MDTA's facilities. Depreciation increased by $3.8 million as a result
of new infrastructure assets entering the depreciation cycle. A net
increase of $5.2 million occurred in all other expenses. The net
increase is the result of increased operating expenses associated
with higher costs and increased investments in the toll facilities.
A reclassification of certain expenses from collection, police patrol,
and maintenance to general and administrative created offsetting
changes in these two categories.

Non-Operating Revenues and Expenses

The MDTA’s non-operating revenues include investment reve-
nue and restricted interest income on investments. Non-operating
expenses include loss on disposal of infrastructure and interest ex-
pense. Non-operating revenues and expenses decreased by $16.5

Depreciation
$127.9
30%

Collection,
Police Patrol,
Maintenance

$226.7
54%

General and Admin.

million, or 16.3%,in 2017 as compared to 2016. Non-operating rev- $320'1
enues was the major driver of this decrease as unrealized losses on 8% Major Repairs,
investments, caused by an uptick in interest rates, decreased invest- Replacement & Insurance
ment revenue by $13.2 million. An increase in interest expense of $;D/2

0

$3.0 million, or 2.7%, was associated with an increase in current
bond amortization schedules. There was also no capitalized inter-
est to offset interest expense, as a majority of bond funded projects
have now closed.

Economic Outlook

The MDTA owns and operates a large and well-diversified system that provides essential transportation infrastructure links in a high
volume market with limited competing facilities. The MDTA’s facilities include commuter travel routes and a portion of Interstate 95. The
toll facilities have demonstrated low elasticity and are located in affluent service areas that include the Baltimore and Washington, D.C.
metropolitan statistical areas.

Independent traffic consultants prepare annual traffic and revenue forecasts for all of the MDTA’s facilities. Historical transaction and
revenue data is analyzed, along with socioeconomic and demographic trends. Recent trends in population, employment, income, gross
regional product, inflation, and gasoline prices suggest continued economic expansion will produce average annual growth in toll transac-
tions of 0.8% over the next 10 years.

REQUESTS FOR INFORMATION

For additional information concerning the MDTA, please see the MDTA’s website, www.mdta.maryland.gov. Financial information can
be found in the “About the MDTA” section of the website. The MDTA’s executive offices are located at 2310 Broening Highway, Baltimore,
Maryland, 21224, and the main telephone number is 410-537-1000.
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Maryland Transportation Authority

STATEMENT OF NET POSITION
June 30, 2017

(In Thousands)
ASSETS
Current Assets
Cash and cash equivalents $ 184,139
Restricted cash and cash equivalents 115,365
Investments 797,941
Accounts receivable 24,470
Intergovernmental 6,898
Inventory 5,658
Accrued interest 4,016
Direct financing lease receivable 26,020
Total Current Assets 1,164,507
Noncurrent Assets
Restricted cash and cash equivalents 38,573
Restricted investments 138,042
Total Restricted Assets 176,615
Capital assets, not being depreciated 1,616,240
Capital assets being depreciated, net of accumulated depreciation 4,332,501
Total Capital Assets 5,948,741
Direct financing lease receivable, net of current portion 390,035
Other assets 11,214
Total Noncurrent Assets 6,526,605
Total Assets 7,691,112
Deferred Outflow of Resources
Deferred loss on refunding 6,439
Deferred Outflows-pensions 73,151
Deferred Outflow of Resources 79,590
Total Assets and Deferred Outflow of Resources $7,770,702

The accompanying notes are an integral part of the financial statements.
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Maryland Transportation Authority

STATEMENT OF NET POSITION

June 30, 2017
(In Thousands)

LIABILITIES AND NET POSITION

Current Liabilities

Accounts payable & accrued liabilities $ 91235
Intergovernmental payable 46,652
Unearned revenue 26,366
Accrued interest 61,911
Contractor deposits and retainage 8,579
Accrued annual leave 703
Accrued workers’ compensation costs 2,084
Bonds payable 151,177

Total Current Liabilities 388,707

Noncurrent Liabilities

Contractor retainage, net of current portion 3,865
Accrued annual leave, net of current portion 9,797
Accrued worker’s compensation costs, net of current portion 11,809
Bonds payable, net of current portion 2,815,825
Net Pension Liability 245,154
Total Noncurrent Liabilities 3,086,450

Total Liabilities 3,475,157

Deferred Inflow of Resources

Deferred service concessions 51,454
Deferred inflows-pensions 15,736
Deferred Inflow of Resources 67,190
Net Position

Net investment in capital assets 3,457,877

Restricted for:
Debt service 119,571
Capital expenses 564
Unrestricted 650,343
Total Net Position 4,228,355
Total Liabilities, Deferred Inflow, and Net Position $ 7,770,702

The accompanying notes are an integral part of the financial statements.
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Maryland Transportation Authority
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NE