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The Honorable Chris Christie
Governor, State of New Jersey
PO Box 001

Trenton, NJ 08625

Dear Governor Christie:

On behalf of the Commissioners and staff of the New Jersey Turnpike Authority, | am honored to present to
you the 2011 Annual Report.

Despite the significant challenges presented by Hurricane Irene and several major snowstorms, the year of
the Turnpike’s 60th anniversary will be remembered as a year of major accomplishments.

The first phase of the Garden State Parkway widening was opened, providing an additional travel lane in
each direction between Stafford Township and Toms River. The new lanes opened just before Memorial
Day weekend and greatly improved access to Long Beach Island, Seaside Heights and other Jersey Shore
destinations in time for the unofficial start of the summer season. The Authority’s other major expansion
project, the widening of the Turnpike between Interchanges 6 and 9, continued to be under budget and on
pace for completion in 2014. The Turnpike widening, which will add 170 lane miles through Central Jersey,
is the largest widening in the history of the Turnpike.

Bridge, interchange, roadway, technology and facilities improvements were being made up and down both
roadways in connection with the Authority’s 10-year, $7 billion capital program. You'll read about those
accomplishments and others in the pages of this report.

We look forward to even better things in 2012.

Sincerely,

WE.W

James S. Simpson
Chairman

Website address http://www.state.nj.us/turnpike
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- Who We Are

The New Jersey Turnpike Authority is dedicated
to the safe, efficient movement of people and
goods over two of the busiest toll roads in
America, the New Jersey Turnpike and the
Garden State Parkway. Our highways provide
critical links in the transportation network of
the Northeastern United States and offer the
safest, quickest and most convenient route for
hundreds of thousands of commuters, truckers
and recreational travelers every day.




Our Roads

New Jersey Turnpike

The Turnpike was the first toll road in New Jersey
and the third in the nation when it opened in 1951.
It has grown over time from 118 miles to 148 with
the addition of the Newark Bay-Hudson County
Extension (1956), the Pearl Harbor Memorial
Turnpike Extension (1956), the Western Spur
(1970) and the 1-95 Extension (1992). The road
has grown wider over the years, too. Originally
four lanes for its full length, it is now as wide as 14
lanes in some areas.

Garden State Parkway

The Parkway, which opened to traffic in 1954,
passes through 50 municipalities in 10 counties
between the Cape May-Lewes Ferry in Cape
May and the New York State line at Montvale.
The highway is still at its original four lanes south
of milepost 63 in Ocean County and north of
milepost 168 in Bergen County, but it has grown
much wider in between. It is now 12 lanes at its
widest point in Monmouth and Middlesex counties.
The Parkway maintains a total of 359 exits and
entrances. Tolls are collected at 50 locations,
including 11 plazas on the main roadway and 39
on entrance or exit ramps.
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2011 Board of Commissioners

James Simpson, Chairman

Commissioner Simpson serves on the Turnpike board by virtue of
his position as the New Jersey Commissioner of Transportation.
He was appointed to that post by Governor Chris Christie in
January 2010. Commissioner Simpson is the former administrator
of the Federal Transit Administration and a former commissioner
of the Metropolitan Transportation Authority in New York City. He
began his career in transportation as a tractor-trailer driver. He is a
magna cum laude graduate of St. John’s University. Commissioner
Simpson resides in Princeton, Mercer County.

Ronald Gravino, Vice Chairman

Mr. Gravino is VP for finance and human resources at Invidi
Technologies Corp. in Princeton, which he joined after many years
as a financial/turnaround consultant. He serves as chairman of
the Newark Liberty International Airport Advisory Board and on
the boards of the Transportation Finance Review Commission

and the Garden State Arts Foundation. He served for six years

as a commissioner of the former New Jersey Highway Authority,
including a term as chairman. Mr. Gravino lives in Middlesex County.

Michael R. DuPont, Treasurer

Mr. DuPont is a partner in the law firm McKenna, DuPont, Higgins
& Stone. He resides in Red Bank, Monmouth County, where he
serves on the Borough Council. He also serves as president of the
Garden State Arts Foundation. He has a B.A. in political science
and business administration from Loyola University and a J.D. from
the John Marshall School of Law.

Harold L. Hodes, Commissioner

Mr. Hodes is a senior partner of Public Strategies Impact LLC. He
has worked previously as the chief of staff to Governor Brendan
Byrne and was the first president of the New Jersey Devils of

the National Hockey League. He teaches a course on political
campaigning at the Eagleton Institute of Politics at Rutgers. He
resides in West End, Monmouth County.
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2011 Board of Commissioners

Raymond M. Pocino, Commissioner

Mr. Pocino is a 50-year member of the Laborers International
Union of North America and is president emeritus of Construction
& General Laborers Local 172. He serves on the boards of the
New Jersey AFL-CIO and the Port Authority of New York & New
Jersey. Mr. Pocino resides in Lawrenceville, Mercer County.

Troy Singleton, Commissioner

Mr. Singleton is president of the New Jersey Carpenter-
Contractor Trust. He previously served as the deputy executive
director of both the New Jersey General Assembly Maijority
Office and the New Jersey Democratic State Committee. Mr.
Singleton has a B.S. in business administration from Rowan
University. He lives in Palmyra, Burlington County. Mr. Singleton
resigned his seat on the Board of Commissioners in November
when he was elected to the New Jersey General Assembly.

Ulises E. Diaz, Commissioner

Mr. Diaz is vice president for governmental affairs at Verizon
New Jersey. He previously worked for several years at United
Water New Jersey, where he was responsible for government

and public affairs, communications and business development.
He has a B.A. in business administration from Rutgers
University. Mr. Diaz is a resident of Rutherford, Bergen County.

Daniel F. Becht, Commissioner

Mr. Becht is executive director of the Jersey City Municipal
Utilities Authority and counsel to the Newark Planning Board.
He previously served as vice chairman of the New Jersey
Lottery, chairman of the Passaic Valley Sewerage Authority
and as a commissioner on the New Jersey Law Revision
Commission and the New Jersey Public Broadcasting
Authority. Mr. Becht resides with his wife and three children in
Wall Township, Monmouth County.
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Executive Director & Staff

Veronique (“Ronnie”) Hakim, Executive Director

Ms. Hakim was named executive director of the Turnpike Authority in
September 2010. Previously, she worked for more than 23 years at the
Metropolitan Transportation Authority (MTA) in New York City, first as
special counsel, later as senior vice president and general counsel. She

holds a B.A. in political science from the University of Rochester and a J.D.
from the Pace University School of Law.

John F. O’Hern, Deputy Executive Director

Mr. O’Hern has worked at the Turnpike Authority since January 2003. He
was director of labor relations before his appointment as deputy executive
director in October 2008. He holds a B.A. from Lafayette College, a J.D.
from the Seton Hall University School of Law, and an M.P.A. from the John
F. Kennedy School of Government at Harvard University.

Executive Staff

Richard Raczynski, P.E.
Chief Engineer

John Cifelli
Director of Maintenance

Tom Feeney
Media Coordinator

Mary-Elizabeth Garrity
Director of Human Resources

Sean Hill, P.E.
Director of Operations

Donna Manuelli
Chief Financial Officer

Megan Mulcahy
Chief of Staff

Wayne Bruzek
Acting Director of Technology and
Administrative Services

Robert Quirk
Director of Toll Collection

Dennis Switaj
Director of Electronic Toll Collection

Andrea Ward
Director of Purchasing

James Carone
Director of Internal Audit
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The Turnpike Turns 60

The Turnpike Turns 60

The first toll on the New Jersey Turnpike was paid first toll payer through the toll booths. The number
at Interchange 2 at 8:10 a.m. on November 5, 1951. more than doubled to 17.9 million in 1952. The

After that date, the highway grew quickly. It was only Turnpike planners projected that by 1975 some 22
the southern stretch from the Delaware Memorial million toll-paying vehicles would use the road every
Bridge to Interchange 7 in Bordentown that opened year. They were off by more than two decades; that
on November 5th. The next section, covering the 22-million figure was eclipsed in the first year of the
40 miles from Bordentown to Woodbridge, opened Eisenhower administration.

on November 30th. The 16 miles from Woodbridge

to Newark opened on December 12th. And the final All told, in the first 60 years of the Turnpike’s history,

nine miles from Newark to the northern terminus in 8.5 billion vehicles have used the road. Together,

Ridgefield Park opened on January 15, 1952. those vehicles have traveled 207 billion miles, enough
to go back and forth to the sun 1,113 times.

The volume of toll-paying traffic grew quickly, too. By

the end of 1951, 787,000 vehicles had followed that

Photos on this page: At top, from left, (1) The Turnpike Authority’s first chairman, Paul Troast, hung this “Turnpike must be done” sign on the door
of his Statehouse office; today it hangs in a frame in the chairman’s office on the Fourth Floor of the Mack-Cali Building; (2) Heeding Mr. Troast’s
call to get the Turnpike done was this group of ironworkers, who rode a steam shovel down from the growing structure over the Hackensack
River in early 1951; (3) Governor Driscoll at a microphone on a raised platform near a Turnpike interchange, 1951; at bottom, from left, (4) a sign
points visitors toward the Administration Building in East Brunswick for a ceremony marking the opening of the second section of the Turnpike (5)
a sign heralds the opening of the Turnpike.
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The Turnpike Turns 60

60 Years Later, Still Solving Problems

After World War Il, the population of New Jersey
spread out from the cities thanks to the Gl Bill and
the growing mobility of the middle-class. The state’s
network of pre-war highways was overwhelmed
with traffic, and the Highway Department did not
have the resources to build a fix. The Turnpike was
planned and built as a solution to that problem.

Built in only two years at no cost to taxpayers, the
road was a modern marvel that allowed traffic to
travel both faster and safer than it could on other
roads. The lanes were wider than normal, so

were the shoulders. There were no sharp curves,
no steep hills, no cross traffic. Guard rails were
installed at every spot where the road was high
enough above the surrounding terrain to pose a
hazard to a vehicle out of control. At service areas
and interchanges, the deceleration lanes were a
quarter-mile long. The Saturday Evening Post called
it, “The most spectacular piece of highway ever built.”

But the reason the Turnpike remains a marvel

60 years after the first car pulled through the first
toll booth is that it has never stopped solving
problems. Every successive generation has
placed new demands on the road. The talented
people who have worked here over the years have
responded to those challenges. As a result, the
Turnpike has remained integral to life in New Jersey.

“The most spectacular piece
of highway ever built”

3‘-" il_u.-;-!v;.ra_g-_ e - Saturday Evening Post,
N . ) December 1951

Photos on this page: From top, (1) Traffic approaches the Ford Avenue overpass in Woodbridge in 1952; (2) Recent photo of traffic approaching
Interchange 14, Newark Airport; (3) A surveyor takes measurements during construction of the Turnpike.
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Growing to Meet Demand

Turnpike Widening Nears Halfway Mark

The largest widening project in the history of the

New Jersey Turnpike Authority remained on time

and on budget at the end of 2011 despite a year

of challenging weather. Construction on the $2.5
billion widening program began in mid-2009 and is
scheduled to be completed by mid-2014. Twenty-
seven of the 32 widening contracts had been awarded
by the end of the year, and 47 percent of the construction
bid value was complete. Work was underway on
contracts with a value of more than $1 billion.

The widening program will add 170 lane miles to
the Turnpike system — six lanes to the existing six-
lane roadway between the Pearl Harbor Memorial
Turnpike Extension and Interchange 8A, and two
lanes to the 10-lane roadway between Interchanges
8A and 9 (see map, page 14). The program will
extend the unique 12-lane dual-dual configuration of
the Turnpike by 34 miles from Interchange 9 south
to near Interchange 6. The dual-dual roadway has

¢

| Turnpike Widening - Connections at Interchange 7
,‘

two independent sets of lanes in each direction, one
set open to all traffic, one set open only to passenger
vehicles. When the widening program is complete, the
dual-dual roadway will extend from the Pearl Harbor
Memorial Turnpike Extension near Interchange 6 to
the Southern Mixing Bowl near Interchange 14 in
Newark, a distance of more than 55 miles.

The widening is creating thousands of jobs today

and promises many benefits for motorists in the

near future. The added lanes will eliminate the
bottleneck near Interchange 8A where southbound
traffic currently funnels from five lanes into three. The
capacity added by the widening will relieve congestion
on the roadway and enable the Turnpike to meet future
traffic demands. By continuing the dual-dual design
south to near Interchange 6, the widening program will
extend the benefits of that design feature, enhancing
safety and improving maintenance capabilities.

Investing in the Parkway along the Jersey Shore

The New Jersey Turnpike Authority is investing
hundreds of millions of dollars in restoring, preserving
and expanding the Garden State Parkway in Ocean,
Burlington and Atlantic counties. Those investments in
added lanes, new bridges and improved interchanges
will enable the Parkway to continue to play a critical
role in the economic vitality of the communities along
the Jersey Shore for generations to come.

Residents and visitors to the Jersey Shore enjoyed
the first fruits of these investments in 2011 when
the roadway was expanded from two to three lanes
in each direction between mile post 80 in Toms

River and mile post 63 in Stafford Township (the
interchange at mile post 63 connects the Parkway to
NJ Route 72, the only road onto Long Beach Island).
Construction on the new lanes in the first phase
began in 2009. The work was completed and the
new lanes open to traffic in time for Memorial Day
Weekend, the unofficial start of the summer season
at the Shore.

During the first quarter of the year, trees were cleared
on 250 acres along the Garden State Parkway
between mile posts 64 and 48. The purpose of

the tree-clearing was two-fold: to improve safety

12
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Growing to Meet Demand

Parkway Widening-Phase 1 Opened to Traffic

on the Parkway by creating a wide clear-zone and supports extending the new lanes south to mile post
to prepare for the second phase of the Parkway 30. Other work being done in the widening corridor
Widening Program. The clear-zone improvements paid includes the widening and rehabilitation of both the
immediate safety dividends as the number of accidents Bass and Mullica River bridges (both are described

involving vehicles leaving the roadway and crashing in more detail in the next section of this report), the
into trees dropped sharply. The work also enabled installation of express E-ZPass lanes at the Barnegat
the Turnpike Authority to begin the second phase of Toll Plaza (completed and opened to traffic in May of
the widening shortly after Governor Chris Christie this year) and improvements to the interchanges at
announced in April that funds were available. mile posts 44, 41, 38, 37 and 36.

The second phase includes a third lane in each
direction between mileposts 63 and 48, in addition to
grading and drainage improvements from mile post
48 to mile post 30 in Somers Point. Four contracts
worth $158 million were awarded in August, and

the work was underway by early fall. The second
phase is scheduled to be completed in 2014. The
new lanes from milepost 63 to milepost 52 will open
to traffic in 2013. The opening of the new lanes
between mileposts 52 and 48 will be delayed until the
completion of the Bass River Bridge widening and
rehabilitation in 2015.

A third lane will be added in each direction between
mile posts 48 and 35 during the third phase of the
project, which is not yet scheduled. The Authority will
conduct a study to determine if future traffic demand

Tree Clearing in Phase 2

“Part of protecting the public’s money is making sure that capital funds are spent on projects that make the
most sense and here we have a project that makes sense. One new lane in each direction on this congested
part of the Parkway will mean less time sitting in traffic for the residents who depend on the road every day. It
will mean a smoother trip for families from other parts of our New Jersey whose regular visits to the Shore are
vital to the regional economy. And it will mean expanded capacity on a road that would serve as a critical evacu-
ation route in the event of a coastal storm or other emergency.” - Governor Chris Christie
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Restoring, Expanding, Improving

Other Capital Investments

The Turnpike Authority adopted a 10-year, $7 billion Capital Improvement Program in 2008. The program
includes not only the widenings described on the previous pages but dozens of other bridge, interchange,
roadway and facilities improvements designed to assure that the Turnpike and Parkway continue to meet the
challenge of providing for the safe and efficient movement of people and goods through New Jersey. Some of
these other capital projects are described on the pages that follow.

GSP Watchung
Avenue Bridge
Replacement

GSP Interchange
142 (1-78)
Improvements

] | TPK East Hackensack River
Bridge Rehabilitation

County Extension Bridge

TPK Newark Bay-Hudsonw
Redecking

TPK Widening

Interchanges 6 to 9 | U Phase1 |

GSP Widening Milepost
63 to 80

Mullica River Bridge

SP Widening Milepost 48 to 631
Bass River Bridge

[G

Parkway Widening J

Milepost 35 to 48

Turnpike Authority’s 10-Year Capital Improvement Program

Category Current Budget | Amount Spent or Committed
through 2011

Turnpike Widening $2,330,000,000 $1,975,300,000
Parkway Widening $545,000,000 $336,000,000
Bridge Improvements $1,913,000,000 $754,500,000
Interchange Improvements $1,127,000,000 $106,200,000
Roadway Improvements $685,000,000 $283,100,000
Facility Improvements $400,000,000 $36,800,000
Total $7,000,000,000 $3,491,900,000

During 2011 the Authority spent $749 million on the Capital Program, nearly as much as had been spent during the
previous two years after the initiation of the program.

14 New Jersey Turnpike Authority
e —



Restoring, Expanding, Improving

Interchange 142 (Parkway)

This project improved the partial Interchange 142

to provide full access between the Parkway and
Interstate 78 in Hillside, Union County. Before the
project was completed, there was no direct connection
for northbound Parkway drivers onto |-78 west or for
southbound Parkway drivers onto |-78 east. Drivers
who wanted to make those movements had to leave
the highways and use local streets and bridges to turn
around, which added time to their trips and increased
congestion on the local streets and bridges.

The connection from the Parkway north to I-78 west
opened to traffic in September 2009, and the connection
from the Parkway south onto |-78 opened to traffic at the
end of 2010. The Interchange 142 project was completed
in April of this year.

The Turnpike Authority shared the cost of the $189
million project with the New Jersey Department of
Transportation and the Federal Highway Administration.
The NJTA's share was $70.1 million. Under a cost-sharing
arrangement signed in 2007, the Turnpike Authority agreed
to pay its share in four annual installments.

Newark Bay-Hudson County
Extension Bridge (Turnpike)

The 8.5-mile Newark Bay-Hudson County Extension
connects the main line of the Turnpike to Hudson
County. The Turnpike Authority is reconstructing the
decks of several bridges on the extension, including
the Vincent R. Casciano Memorial Bridge over Newark
Bay, one of seven major bridges on the Turnpike. The
work includes structural steel and substructure repairs,
security improvements and repainting. The construction
contract, valued at $98.6 million, is about 40 percent
complete. The project is scheduled to be completed in
November 2013.

Mullica River Bridge (Parkway)

The construction of a new span over the Mullica River
on the Garden State Parkway was essentially complete
by the end of the year. The new span will serve as

the northbound lanes when Phase 2 of the Parkway
widening is complete. For now, all traffic will use the new
span while the original span undergoes rehabilitation.

2011 Annual Report
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Restoring, Expanding, Improving

Watchung Avenue Bridge (Parkway)

Work began this year on the replacement of the two
bridges that carry Watchung Avenue over the Garden
State Parkway in Bloomfield, Essex County. The total
contract cost is about $14 million.

The new bridges will comprise two- span continuous
steel girders at 276 feet in length with a cast-
in-place, high performance concrete deck on a
reinforced concrete substructure. The project includes
widening and realigning the existing northbound

and southbound ramps at Watchung Avenue and
replacing four existing traffic signals and roadway
lighting along Watchung Avenue.

Once completed, the bridges will carry two 11-foot
travel lanes, a three-foot shoulder and a sidewalk in
each direction. Construction was 50 percent complete
at the end of the year and on target for a November
2012 completion.

Easterly Hackensack River Bridge (Turnpike)

Final design was completed and construction begun
this year on the $165 million rehabilitation of the
Hackensack Easterly Bridge, which carries six lanes
of traffic on the Eastern Spur of the Turnpike over the
Hackensack River in Secaucus, Hudson County.

The bridge is 5,620-feet long and is composed of
three main spans, 21 approach spans to the south
and 14 approach spans to the north. The project
includes redecking, repainting, seismic retrofit and
miscellaneous structural, roadway and lighting
improvements. The new bridge deck will be about
two feet wider than the existing bridge deck to
accommodate staged construction.

Bass River Bridge (Parkway)

The construction contract was awarded in May, and
the project was about 10 percent complete by the end
of the year. It is scheduled to be completed in 2015.

The Hackensack Easterly Bridge, one of the seven
major bridges on the Turnpike, is formally known

as the Lewandowski Memorial Bridge in honor of
Alexander, Walter and William Lewandowski, three
brothers from Lyndhurst, New Jersey, who were killed
in battle during World War 1.

Construction began this year on a new three-lane
span across the Bass River on the Garden State
Parkway in Bass River Township, Burlington County,
and Port Republic, Atlantic County. The span is being
built to the east of the existing span in connection
with the Garden State Parkway Widening Program.
All traffic will be shifted onto the new span once
construction is complete so that the existing span can
be rehabilitated.

The new bridge will be composed of a two-span
continuous unit, a three-span continuous unit and
a simple span unit. The deck will be made of high-
performance concrete, and the foundations will be
supported on reinforced concrete substructures.

The continuous superstructure units will be pre-
stressed, precast, spliced and post-tensioned
concrete girders, while the simple span unit will
be precast concrete girders. The new bridge deck
will have three 12-foot travel lanes, a five-foot left
shoulder and a 12-foot right shoulder.

The new bridge is scheduled to be completed in
2013. The rehabilitation of the existing span, which
will include redecking, repainting, seismic retrofit and
steel repairs, will be completed in 2015. The total
project cost is $65 million.
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Managing Our Roadways

New Tools for Communicating with Drivers

The rollout of the next generation of
technology for communicating with
drivers and gathering information
about roadway conditions
continued in 2011 as the Turnpike
Authority introduced new Intelligent
Transportation System (ITS) sites
on the Turnpike and the Parkway.
The Authority began deploying

the equipment on its roadways in
2010. By the end of 2011, nearly
three dozen of the sites had been
commissioned. By the time the
program is complete in 2014, the ITS
system will be deployed at 147 sites
on the Turnpike and 79 sites on the
Parkway.

The Turnpike Authority has a rich
history of innovation in roadway
technology. The Turnpike was in
only its second full year of operation
in 1953 when installation began

on a series of neon “emergency
warning signs” that advised drivers
to “slow down” because of one

of four dangerous conditions on
the road ahead: fog, snow, ice or
accident. A subsequent generation
of those signs remains in use on
the Turnpike today. The current
version cautions drivers to “reduce
speed” instead of “slow down” and
lists six dangerous conditions -- the
four from the original signs plus
congestion and construction.

The new ITS system will replace the
Automatic Traffic Surveillance and
Control System (ATSCS), which
was introduced on the Turnpike in
1976. The ATSCS used a series of
loops embedded in the pavement
to measure traffic volume,
occupancy and speed. A computer
monitored the information collected
by the system and automatically
changed the messages on the
neon emergency warning signs

to direct drivers to slow down as

they approached trouble spots. roadways to balance demand,
The ATSCS is obsolete. The loop and when necessary suggest
detectors have reached the end alternate routes. In the absence
of their service lives. The neon of a roadway incident, the signs
signs are difficult and expensive are capable of displaying amber
to maintain and severely limit alerts or silver alerts, conveying
communication with drivers by information about scheduled lane
restricting messages to one of just closures, and providing important
six different warnings. safety messages. The closed

circuit cameras, combined with the
Each new ITS site on the Turnpike cameras already deployed on the

and Parkway features a high- roadways, will provide operators at

resolution, full color variable the John A. Cifelli Statewide Traffic

message sign, a variable speed Management Center in Woodbridge
limit sign, a closed-circuit camera with a view of nearly every location

and a wireless traffic detection on the Parkway and Turnpike.

system. The signs are supported by
structures that allow maintenance
to be performed safely and without

disruption to the traffic below. When this technology was

introduced on the Authority’s

The new system allows for far roads during the latter part
more sophisticated communication of 2010 and early 2011, the
with drivers. Advanced Traffic Authority was one of only
Management Software will use a handful of transportation
data gathered by the wireless agencies in the country that
traffic detection system to evaluate employed ITS of this functionality,

traffic conditions. The VMS signs
will be able to display more than a
simple warning about an accident
or some other incident ahead.
They will be able to identify the
exact location of the incident,
direct drivers to the inner or outer

complexity and sophistication.

2011 Annual Report 17



Collecting What’s Owed

Technology Reduces Toll Evasion in Parkway Coin Lanes

The technology that once made

the coin lanes on the Garden State
Parkway less popular with drivers is
now helping to make toll collection in
those coin lanes more efficient.

Year after year over the early
decades of the Parkway’s history,
more than half of all tolls were
paid in the exact-change lanes.
But when E-ZPass arrived in
1999, many drivers embraced the
convenience of electronic tolling
and stopped using the coin lanes.
By 2010, when E-ZPass penetration
topped 71 percent, less than 14
percent of Parkway toll revenue
was collected through the 84 coin
machines in service at barrier and
ramp plazas on the road.

Although the share of revenue
collected in the coin lanes has
fallen sharply, it remained at $38.1
million in 2010, and the $4 million
lost to toll violators in those lanes
every year remained a significant
concern. To reduce the amount of
revenue lost and to assure motor-
ists that drivers using those lanes
are paying their fair share, the
Turnpike Authority turned to the
same technology used to enforce
toll collection in E-ZPass lanes.

Enforcement in the coin lanes had
always depended largely on the
honor system. Drivers who found
themselves in an exact change
lane without the proper change
were asked to take an envelope
and mail it back with the toll
money they owed. A small number
of toll enforcement officers were
employed to discourage violations.

The officers would hide in the toll
booths and record the license
plate numbers of violators. Drivers
caught using the lanes without
paying would receive a summons
in the mail.

A large number of drivers ignored
the envelopes and avoided
detection by the toll enforcement
officers. Of the $4 million in lost
revenue in the exact change lanes
in 2010, only about $28,000 was
returned in the envelopes. The
violation rate in the exact change
lanes was about 9.5 percent in
2010, far higher than the 1.36
percent violation rate in the
E-ZPass lanes.

The Board of Commissioners
voted to change the Turnpike
Authority’s regulations to eliminate
the envelope system. On October
17, 2011, the Authority began
using the E-ZPass cameras

to enforce toll collection in the
exact change lanes. If a driver
goes through a coin lane without
paying, the camera captures

an image of their license plate.
Instead of a summons with an
order to appear in court, a violator
now receives a violation notice
demanding payment of the toll and
an administrative fee.

The new system proved to be

a significant improvement. The
violation rate in the exact-change
lanes dropped by more than half
to 4.6 percent immediately after
camera enforcement began.

EXACT
CHANGE

COINS ONLY
)
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Consultants and Revenues

Consultants

Wolf & Sampson, P.C. Langan Engineering

General Counsel General Environmental Consultant
HNTB Corporation PMK Group

General Consulting Engineer General Environmental Consultant
CDM Smith

General Traffic Engineering Consultant

Sources of Revenues

FOR THE YEAR ENDED DECEMBER 31, 2011

Operating Revenues

TOIREVENUE. ..., $ 948,878,813
E-ZPasS FEES....cooo oot $ 39,695,690
ConcessioN REVENUE. ......coooveeeeeeeeeeeeeeeeee $ 33,769,648
Miscellaneous REeVENUE..........ccooucveeeiieiieieeeeeeeeeen, $ 10,090,738
TOTAL OPERATING REVENUES.............cooeei . $ 1,032,434,889

Non-operating Revenues

Build America Bond Subsidy...........cccccceviiiiiiiiiiinen. $ 81,665,325

Income from Investments..........coevveeiiieeiiiiiieieeeeee, $ 12,224,587

AMS CONEET ... $ 3,059,003

TOTAL NON-OPERATING REVENUES................... $ 96,948,915

TOTAL AUTHORITY REVENUES $ 1,129,383,804
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Contracts Awarded

Commission
Approval
Date

Vendor

Amount

1/25/2011 ACS State and Local Solutions, Inc. $1,100,000.00
1/25/2011 Air Systems Maintenance, Inc. $224,556.00
1/25/2011 Clean Rental Services, Inc. $230,230.00
1/25/2011 Dewberry-Goodkind, Inc. $1,607,000.00
1/25/2011 E Plus Technologies $3,564,339.02
1/25/2011 Gardner M. Bishop, Inc. $8,774,245.00
1/25/2011 Greelco, Inc. $550,000.00
1/25/2011 H2M Associates $290,000.00
1/25/2011 Handex Consulting & Remediation-NE, LLC $673,100.00
1/25/2011 IBM $130,706.49
1/25/2011 Jacobs Engineering Group, Inc. $940,000.00
1/25/2011 Madison Plumbing Supply $100,000.00
1/25/2011 Multiple Vendors (Emergency Snow Removal Contracts) $2,500,000.00
1/25/2011 NEC Corporation of America $213,434.75
1/25/2011 Northeast Remsco Construction $55,814,955.25
1/25/2011 Railroad Construction Co., Inc. $6,954,008.50
1/25/2011 Rocon Contracting, Inc. $203,697.00
1/25/2011 The Sherwin Williams Co. $208,000.00
1/25/2011 Union Paving and Construction Co. $10,688,775.05
1/25/2011 WSP-Sells $1,055,000.00
2/23/2011 Accumark, Inc. $425,760.00
2/23/2011 ACS State and Local Solutions, Inc. $8,000,000.00
2/23/2011 Adesta Communications, LLC $726,000.00
2/23/2011 Boswell Engineering $1,148,000.00
2/23/2011 Cherry Road Technologies $1,991,068.00
2/23/2011 Edwards & Kelcey, Inc. $4,710,000.00
2/23/2011 Gannett Fleming, Inc. $2,990,000.00
2/23/2011 Hatch Mott McDonald $376,720.00
2/23/2011 Horizon Blue Cross Blue Shield, NJ $6,939,443.00
2/23/2011 Intercounty Paving Associates, LLC $10,212,323.23
2/23/2011 International Salt Co., LLC. $7,000,000.00
2/23/2011 Joseph M. Sanzari, Inc. $6,980,350.00
2/23/2011 LS Engineering Associates $343,000.00
2/23/2011 Roof Maintenance Systems $620,001.00
2/23/2011 Silvi Concrete, Inc. $100,000.00
2/23/2011 Snow Plow Umbrella Contract $4,000,000.00
2/23/2011 T.Y. Lin International/Medina $550,000.00
2/23/2011 WSP-Sells $2,150,000.00
3/29/2011 Crisdel Group, Inc. $5,286,000.00
3/29/2011 Dell Computer Corp. $101,060.00
3/29/2011 Dewberry-Goodkind, Inc. $180,000.00
3/29/2011 Eplus Technology $339,348.40
3/29/2011 Flagpoles, Inc. $118,835.00
3/29/2011 Fords National Automart, Inc. $250,000.00
3/29/2011 HNTB Corp. $670,000.00
3/29/2011 Horizon Blue Cross Blue Shield, NJ $195,000.00
3/29/2011 Johnson, Mirmiran & Thompson, Inc. $1,275,300.00
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Contracts Awarded

Commission | Vendor

Approval
Date

3/29/2011
3/29/2011
3/29/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
4/27/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
5/24/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
6/28/2011
7/26/2011
7/26/2011

ProLine Collision, Inc.

Snow Plow Umbrella Contract
Waste Management of NJ
Crisdel Group, Inc.

Day Chevrolet, Inc.

Ditschman Flemington Ford
E-Plus Technology, Inc.
Greenman-Pederson, Inc.
Jewel Electric Supply Co.
Magnetic Ticket and Label Corp.
Mall Chevrolet, Inc.

Mall Chevrolet, Inc.

NEC Corporation of America
PKF Mark Il

Ransome International

Traffic Lines, Inc.

URS Corp.

Beyer Brothers, Inc.

Bowco Laboratories, Inc.
Burlington Preservation Partners, LLC
Cimline, Inc.

Conti Enterprises, Inc.
Dewberry-Goodkind, Inc.
Edwards Tire Co., Inc.

Green Construction Co.

J. Fletcher Creamer & Son
Jacobs Engineering Group, Inc.
Jersey Central Power & Light Co.
Phoenix Marine Co., Inc.

STV Incorporated

Traffic Safety Service, LLC
Transpo Industries, Inc.
AECOM

AECOM

Campbell Foundry Company
Churchill Consulting Engineers
Earle Asphalt Co.

GreenVest, LLC

H.A. DeHart & Son, Inc.
Hertrich Fleet Services, Inc.
HNTB Corp.

Jacobs Engineering Group, Inc.
Mall Chevrolet, Inc.

P Square Solutions, LLC
TransSystems Corp.

Uni-Select USA

URS Corp.

Ahern Painting Contractors, Inc.
Allied Painting, Inc.

Amount

$180,000.00
$840,595.00
$977,800.00
$5,476,000.00
$204,397.34
$109,804.00
$884,824.40
$2,638,000.00
$600,000.00
$532,200.00
$438,985.00
$809,445.27
$204,113.03
$12,689,317.50
$3,791,207.56
$926,270.00
$150,000.00
$478,935.00
$250,000.00
$6,966,148.00
$234,474.00
$143,577,143.00
$1,762,500.00
$500,000.00
$2,983,821.38
$11,150,908.70
$17,390,000.00
$560,000.00
$8,219,545.00
$1,284,000.00
$123,795.00
$151,500.00
$1,525,000.00
$876,000.00
$100,000.00
$835,000.00
$4,077,813.13
$7,669,952.00
$1,129,925.00
$1,258,245.50
$1,200,000.00
$3,500,000.00
$699,145.00
$1,447,754.00
$5,900,000.00
$300,000.00
$4,000,000.00
$780,030.97
$169,566.89
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Contracts Awarded

Commission | Vendor
Approval
Date

7/26/2011 CapitalSoft, Inc.
7/26/2011 Cherry Valley Ford Tractor Sales
7/26/2011 Dell Marketing LP
7/26/2011 DFFLM, LLC
7/26/2011 E-Plus Technology, Inc.
7/26/2011 Gannett Fleming, Inc.
7/26/2011 GMH Associates of America, Inc.
7/26/2011 Greenman-Pederson, Inc.
7/26/2011 Gregory Industries/Chemung Supply
7/26/2011 Hewlett Packard
7126/2011 IBM
7/26/2011 Multiple Vendors (Landscaping Materials)
7/26/2011 PB Americas, Inc.
7/26/2011 The RBA Group
7/26/2011 Tilcon New York, Inc.
7/26/2011 TY LIN International
7/26/2011 Union Paving and Construction Co.
9/7/2011 AECOM
9/7/2011 Andy Matt Inc./Downes Tree Service
9/7/2011 CapitalSoft, Inc.
9/7/2011 Dewberry-Goodkind, Inc.
9/7/2011 Dueco, Inc.
9/7/2011 Earle Asphalt Co.
9/7/2011 East Coast Emergency Lighting
9/7/2011 Gannett Fleming, Inc.
9/7/2011 Hertrich Fleet Services, Inc.
9/7/2011 Jacobs Engineering Group, Inc.
9/7/2011 Jesco, Inc.
9/7/2011 Joseph M. Sanzari/Si Kemp Concrete
9/7/2011 Link Communications
9/7/2011 Mall Chevrolet, Inc.
9/7/2011 Midlantic Construction, LLC
9/7/2011 Midlantic Construction, LLC
9/7/2011 National Fence Systems, Inc.
9/7/2011 NEC Corporation of America
9/7/2011 RCC Fabricators, Inc.
9/7/2011 Richard E. Pierson Construction Co.
9/7/2011 Rutgers University
9/7/2011 Woodbury Cement Products, Inc.
9/27/2011 American Hose and Hydraulics
9/27/2011 Chas A Winner
9/27/2011 D'Annunzio & Sons, Inc.
9/27/2011 David Weber Oil Co.
9/27/2011 Garda CL Atlantis/Wells Fargo Bank NA
9/27/2011 George Harms Cosntruction Co., Inc.
9/27/2011 Henderson Products/HA DeHart & Son

9/27/2011 Multiple Vendors (Snow Plowing Services)

9/27/2011 Norfolk-Southern Corp.
9/27/2011 Tishman Construction Corp. of NJ

Amount

$100,000.00
$336,749.04
$219,502.80
$107,940.00
$102,187.00
$400,000.00
$152,500.00
$3,760,000.00
$370,656.30
$132,621.32
$606,709.00
$100,000.00
$3,110,000.00
$4,995,000.00
$938,291.00
$200,000.00
$34,460,317.73
$1,450,000.00
$1,500,000.00
$315,267.75
$4,322,000.00
$186,938.00
$52,063,413.13
$110,000.00
$312,000.00
$199,997.00
$16,280,000.00
$486,405.00
$161,000.00
$428,294.00
$279,180.00
$50,617,232.44
$8,713,399.00
$750,000.00
$142,266.56
$4,681,219.00
$46,657,170.60
$300,000.00
$107,000.00
$100,000.00
$215,295.20
$330,751.87
$204,085.20
$8,500,000.00
$1,000,000.00
$235,930.01
$564,400.00
$240,000.00
$79,225,000.00
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Contracts Awarded

Commission
Approval
Date

9/27/2011

9/27/2011
10/25/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
11/29/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011
12/14/2011

Vendor

Transcontinental Gas Pipe Line Co.
WW Grainger/Fastenal/MSC Industrial Supply

Greenman-Pederson, Inc.
A.E. Stone, Inc.

Atkins North America, Inc.
East Coast Emergency Lighting
IBM

IH Engineers, P.C.

Industrial Motor Supply, Inc.
M&J Engineering, PC

Michael Baker Jr., Inc.

PKF Mark Il

PKF Mark Il

South State, Inc.

Stone & Webster, Inc.

Arora and Associates

Capitol Supply, Inc.

Cherry Weber & Associates, P.C.
Churchill Consulting Engineers
Clean Rental Services, Inc.
D'Annunzio & Sons, Inc.
Defino Contracting Co.
Dewberry-Goodkind, Inc.
Electronic Data Magnetics
Gannett Fleming, Inc.

HNTB Corp.

IEW Constructin Group, Inc.

J. Fletcher Creamer & Son and Joseph M. Sanzari (JV)

Jacobs Engineering Group, Inc.
PB Americas, Inc.

Stone & Webster, Inc.

Tilcon New York, Inc.

Amount

$515,000.00
$750,000.00
$2,488,000.00
$2,531,202.00
$6,900,000.00
$100,000.00
$153,663.41
$545,000.00
$102,641.19
$2,360,000.00
$345,000.00
$21,653,620.80
$9,985,679.22
$3,846,897.97
$365,000.00
$1,530,000.00
$230,000.00
$1,851,000.00
$1,300,000.00
$179,467.60
$12,117,000.00
$4,747,000.00
$6,720,000.00
$535,500.00
$1,638,500.00
$3,000,000.00
$6,260,053.02
$8,529,005.50
$139,700.00
$1,850,000.00
$1,630,000.00
$1,978,582.00
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2011 Audited Financial Statements

New Jersey Turnpike Authority

ADMINISTRATION BUILDING - 581 MAIN STREET
P.O. BOX 5042 - WOODBRIDGE, NEW JERSEY 07095
TELEPHONE (732) 750-5300

CHRIS CHRISTIE JAMES S. SIMPSON, Chairman
GOVERNOR RONALD GRAVING, Vice Chairman
MICHAEL R. DUPONT, Treasurer
KIM GUADAGNO HAROLD L. HODES, Commissioner
LIEUTENANT GOVERNOR RAYMOND M. POCINO, Commissioner
ULISES E. DIAZ, Commissi
DANIEL F. BECHT ner

VERONIQUE HAKIM, Executive Director

Certification of Annual Audit
For Year Ending December 31, 2011

In accordance with Executive Order No. 37 (2008) and Executive Order No. 122 (2004), we certify that, to
the best of our knowledge, the information provided to the auditor in connection with this annual audit and
contained in the attached report is accurate and fairly represents the financial condition of the New Jersey
Turnpike Authority for the year ending December 31, 2011.

At v —

Veronique Hakim
Executive Director

D! A1
(1%'&\\'\{ n \\R() \5\\}\» JRY / (
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Donna Manuelli
Chief Financial Officer
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KPMG LLP

Suite 402

301 Carnegis Center
Princeton, NJ 08540.6227

Independent Auditors’ Report

The Commissioners
New Jersey Turnpike Authority:

We have audited the accompanying basic financial statements of the New Jersey Turnpike Authority (the
Authority), a component unit of the State of New Jersey, as of and for the years ended December 31, 2011
and 2010, as listed in the table of contents. These financial statements are the responsibility of the
Authority’s management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporiing as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation, We believe that our audits provide a reasonable
basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Authority as of December 31, 2011 and 2010, and the changes in its financial
position and its cash flows for the years then ended in conformity with U.S. generally accepted accounting
principles.

Management’s Discussion and Analysis on pages 3 through 14 and the schedule of funding progress —
other postemployment benefits plan (schedule 1) on page 57 are not a required part of the basic financial
statements but are supplementary information required by U.S. generally accepted accounting principles.
We have applied cerfain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

KPMG LLP is a Delaware Emited Eability partnesship,
the Y., member firm of KPMG International Cooperative
{"KPMG International "), a Swiss entity.




Glb

Our audits were conducted for the purpose of forming an opinion on the Authority’s basic financial
statements. Schedules 2 through 10B are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Schedules 2 through 9B have been subjected {o the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects, in relation to the basic financial statements taken as a whole. Schedules 10A and 10B
have not been subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on them.

KPMes LEP

March 27, 2012




NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31, 2011 and 2010
(Unaudited)

The management of the New Jersey Turnpike Authority (the Authority) offers this narrative overview and
analysis of the Authority’s financial activities for the years ended December 31, 2011 and 2010, which should be
read in conjunction with the Authority’s financial statements.

Overview of the Financial Statements

This discussion and analysis is intended to present an overview of the Authority’s financial performance for the
years ended December 31, 2011 and 2010. The Authority’s financial statements are prepared in accordance with
Generaily Accepted Accounting Principles (GAAP). This section is intended to provide an assessment of how the
Authority’s financial position has improved or deferiorated and identify the factors that, in management’s view,
significantly affected the Authority’s overall financial position. It may contain opinions, assumptions or
conclusions by the Authority’s management that should not be considered a replacement for the financial
statements included in this report,

The Statement of Net Assets provides information about the nature and amount of investments in resources
(assets) and the obligations to Authority creditors (liabilities).

The Statement of Revenues, Expenses, and Changes in Net Assets, which accounts for all of the current year’'s
revenues and expenses, measures the success of the Authority’s operations over the past year and can be used to
determine how the Authority has funded its costs.

The Statement of Cash Flows provides information about the Authority’s cash receipts, cash payments, and net
changes in cash resulting from operating, investing and financing activities.

The Notes to the Financial Statements provide:

. Information that is essential to understanding the basic financial statements, such as the Authority’s
accounting methods and policies. '

. Details of contractual obligations, future commitiments and contingencies of the Authority.

. Other events or developing situations that could materially affect the Authority’s financial position.

The Required Supplementary Information included in Schedule 1 presents information regarding the Authority’s
progress in funding its obligation to provide postemployment benefits other than pensions to its employees,

The Other Supplementary Information included in Schedutes 2 through 10B presents information regarding the
Authority’s accounting and compliance with its 1991 Turnpike Revenue Bond Resolution, as amended, restated
and supplemented (the Resolution), and the Authority’s interpretation of such Resolution.

The Authority’s Business

The New Jersey Turnpike Authority (the Authority) is a body corporate and politic created by the New Jersey
Turnpike Authority Act of 1948, as amended and supplemented (the Act). The Act authorizes the Authority to
construct, maintain, repair, and operate the New Jersey Turnpike (the Turnpike System) and to issue Turnpike
revenue bonds or notes of the Authority, subject to prior approval in writing from the Governor and from either
or both the State Treasurer and the Director of the Division of Budget and Accounting of the Department of the

3 ' (Continued)




NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31, 2011 and 2010

(Unaudited)

Treasury, payable solely from tolls and other revenues of the Authority, Under the provisions of the Act, the
Turnpike bonds or notes and the interest thereon shall not be deemed to constitute a debt or liability or a pledge

of the faith and credit of the State of New Jersey (the State) or any political subdivision thereof.

On May 27, 2003, the Act was amended. The amendment empowered the Turnpike Authority, effective on the
Transfer Date, to assume all powers, rights, obligations and duties of the New Jersey Highway Authority
(the Highway Authority), which owned and operated the Garden State Parkway (the Parkway) and PNC Bank

Arts Center.,

Condensed Summary of Net Assets

December 31,

December 31,

December 31,

2011 2010 2009
Assets:
Current assets $ 874,000,723 909,146,204 027,925,112
Other nnoncurrent assets 1,771,996,185 2,751,678,348 1,536,397,070
Capital assets, net of accumulated depreciation 6,754,951,695 5,754,564,589 4,990,111,462
Total assets ' $  9,400,948,603 9,415,389,141 7.454,433,644
Deferred outflows:
Interest rate swaps $ 88,029,208 154,654,119 137,002,036
Total deferred outflows $ 88,029,208 154,654,119 137,002,036
Liabilities:
Current liabilities $ 706,121,807 683,704,178 574,372,503
Noncurrent Habilities 8,752,228,704 8,770,604,726 6,956,652,293
Total liabilities $ 9,458,350,511 9,454,308,904 7,531,024,796
Deferred inflows:
Interest rate swaps $ s 3,080,107 13,307,659
Total deferred inflows $ — 3,080,107 13,307,659
Net assets:
Invested in capital assets, net of related debt $  (119,761,434) (133,396,806) (66,818,410)
Restricted 133,839,244 121,553,806 119,678,860
Unrestricted 16,549,490 124,497,249 (5,757,225)
Total net assets $ 30,627,300 112,654,249 47,103,225
4 (Continued)




NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31, 2011 and 2010
{(Unaudited)

2011-2010

The Authority’s total net assets are reported at $30,627,300 and $112,654,249 as of December 31, 2011 and
2010, respectively, representing a decrease of $82,026,949, or 73%, compared to 2010. The major factors
causing this decrease were the termination of the $371 million Series 1991 D interest rate swap with AlG, the
termination of the $371 million Series 1991 D Interest Rate Exchange Agreement with Morgan Stanley, and a
reduction in the fair market value of the $400 million Series 2000 B-G interest rate swaps which are classified as
investment derivative instruments under Governmental Accounting Standards Board (GASB) Statement No. 53.
The $371 million Series 1991 D interest rate swap with AIG was terminated on January 7, 2011 at a termination
value of $101.6 million, AIG provided the Authority with a 12.5% discount from the termination value, resulting
in a net termination payment to AIG of $88.9 million, which was funded through a replacement interest rate swap
agreement with Barclays Bank, PLC and the $16.5 million proceeds from the termination of the $371 million
Series 1991 D interest rate exchange agreement with Morgan Stanley, The Morgan Stanley agreement was
terminated on February 3, 2011. See note 7 for further details. The fair market values of the $400 million Series
2000 B-G swaps decreased by $49.1 million during the year due to the continued decline in market interest rates,
as current swap rates are well below the fixed rates paid by the Authority,

Capital assets increased by $1,000,387,106 offset by a decrease in other noncurrent assets of $979,682,163. This
is a result of the ongoing capital improvement program and the utilization of bond proceeds as the projects

progress.

2010 - 2009

The Authority’s current assets consist mainly of cash and investments of $183,730,835 and $632,876,743,
respectively, in 2010 as compared to $221,443,451 and $620,641,564, respectively in 2009. A majority of the
Authority’s overall current assets are shown as investments, which represent approximately 70% of the total
current assets in 2010 as compared to 67% in 2009, Total assets increased by $1,960,955,497, or 26%, from 2009
to 2010. Capital assets increased by $764,453,127, or 15%, from 2009 to 2010.

Total liabilities increased by $1,923,284,108, or 26%, compared to 2009, The increase in 2010 is mainly
attributable to an increase in bonds payable, due to the issuance of the Series 2010 A Turnpike Revenue Bonds,
which totaled $1,850,000,000.

The Authority’s total net assets are reported at $112,654,249 and $47,103,225 as of December 31, 2010 and
2009, respectively, representing an increase of $65,551,024, or 139%, compared to 2009. This increase is the
resuft of $349,661,755 in current year operating income offset by $284,110,731 in net nonoperating expenses.

5 (Continued)




NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31, 2011 and 2010

(Unaudited)
Capital Assets
December 31
2011 ‘ 2010 2009
Land 3 751,747,274 718,214,302 681,315,198
Construction-in-progress 1,950,042,758 1,273,115,729 662,412,230
Road Bed 1,942,347,777 1,913,293,938 1,843,772,900
Road Surface 269,977,967 138,516,193 87,497,994
Bridges 1,119,660,621 1,029,422,865 1,027,043,455
Buildings and souwnd bartiers 253,130,628 251,017,883 257,127,808
Equipment 468,044,670 430,983,679 430,941,877
Total capital assets,
net of accumulated
depreciation $ 6,754,951,695 5,754,564,589 4,990,111,462

Capital assets consist of land, buildings, improvements, equipment, infrastructure and construction-in-progress.
Infrastructure assets are typically items that are immoveable, such as highways and bridges.

20112010

The Authority’s investment in capital assets as of December 31, 2011, was $9.1 billion of gross asset value with
an accumulated depreciation of $2.3 billion, leaving a net book value of $6.8 billion. This investment represents
72% of the Authority’s total assets,

Capital assets, net of accumulated depreciation, increased by $1 billion due to the continued spending on the
Authority’s $7 billion capital program. Major projects completed in 2011 include the widening of the Garden
State Parkway between mileposts 63-80 and the Mullica River Bridge on the Garden State Parkway. Land
increased by $33.5 million in 2011 due to the continued acquisition of parcels needed for the Turnpike
Interchange 6-9 widening. Construction-in-progress increased by $676.9 million in 2011 due to the continued
spending on the $7 billion capital program. Road Bed increased by $29.1 million in 2011 due primarily to the
Garden State Parkway widening. Road Surface increased by $131.5 million in 2011 due to the Garden State
Parkway widening and the continued planned spending on resurfacing on both roadways. Bridges increased by
$90.2 million in 2011 due to completion of the Mullica River Bridge. Buildings and sound barriers increased by
$2.1 million in 2011 due to the completion of the Herbertsville bus and truck inspection facility on the Garden
State Parkway and the construction of new salt domes. Equipment increased by $37.1 million in 2011 primarily
due to the acquisition of dump trucks and computer network upgrades,

The Authority has open commitments related to construction contracts totaling approximately $1.7 billion as of
December 31, 2011, This work relates to the Authority’s $7 billion capital program and will be completed over
the next several years.
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31, 2011 and 2010
(Unaudited)

2010 - 2009

The Authority’s investment in capital assets as of December 31, 2010, was $7.9 billion of gross asset value with
an accumulated depreciation of $2.1 billion, leaving a net book value of $5.8 billion. This investment represents

61% of the Authority’s total assets.

During 2010, the Authority recognized $236 million in completed or substantially completed construction
projects. Construction-in-progress increased by approximately $847 million during 2010 which is consistent with
the Authority’s commitment to maintain and enhance the Turnpike System.,

The Authority has open commitments related fo construction contracts totaling approximately $1.6 billion as of
December 31, 2010, This work relates to the Authority’s $7 billion capital program and will be completed over
the next several years.

The above paragraphs describe the changes in capital assets occurring during the year, Please refer to note 4 in
the noies to the financial statements for a summary of changes in capital assets.

Capital Program Highlights

The Authority is in the midst of a $7 biltion Capital Improvement Program that includes large scale projects
including widening stretches of both the Turnpike and Parkway and smaller projects that improve interchanges,
rehabilitate bridges, and deploy new technologies. The Capital Improvement Program continues to be on-time
and on-budget or even ahead of schedute and under budget on some projects.

The Projects currently included in the Capital Improvement Program are the following:

Estimated
Project cost
Turnpike Interchange 6-9 Widening $  2,330,000,000
Bridge Repairs and Improvements 1,776,000,000
Roadway Improvements 683,000,000
Interchange Improvements 1,131,000,000
Tolt Plaza and Building Improvements 400,000,000
Phase [ Widening of Parkway Interchange 63-80 630,000,000
Total $ 7,000,000,000

Parkway Widening: Ahead of schedule and in time for the summer shore-travel season, the first phase of the
Parkway widening project that added an additional travel lane in each direction between milepost 63 in Stafford
Township and milepost 80 in Toms River was completed and open for motorists.
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31, 2011 and 2010
(Unaudited)

Due to the Authority’s tight management of the Capital Improvement Program and scrutiny of every dollar being
spent, the Authority was able to allocate money to fund the next phase of the Parkway widening without any
increase to the overall cost of the Capital Improvement Program. The second phase of the widening, which will
add - an additional lane in each direction between mileposts 48 and 63 and provide necessary bridge
improvements, is underway with construction contracts having been awarded in September 201 1. The third phase
of the Parkway widening is intended to add an additional travel lane in each direction between mileposts 30 and

48,

Turnpike Widening: The 6-t0-9 Widening Program due to be completed in 2014 is currently under budget and
ahead of schedule and will relieve one of the worst bottlenecks in the state. The Turnpike widening will provide
three additional travel lanes in each direction between Interchanges 6 and 8A, and one additional lane in each
direction between Interchanges 8A and 9 as weil as a new toli plaza at Interchange 8.

Condensed Summary of Revenues, Expenses, and Changes in Net Assets

Year ended December 31,

2011 2010 2009
Operating revenues $ 1,033,292,029 1,033,743,174 1,036,924,389
Operating expenses, excluding OPEB and depreciation (474,282,692) (496,597,618) (582,799,889
Net operating revenue 559,009,337 537,145,556 454,124,500
OPEB expense (78,937,100) {(68,071,400) (68,071,400)
Depreciation expense {141,692,812) (119,412,401) (109,129,290}
Operating income 338,379,425 349,661,755 276,923,810
Nonoperating revenues (expenses):
Build America Bonds subsidy 81,665,325 37,723,673 24,083,916
Payments to the State of New Jersey (142,301,000) (102,301,000) (147,850,587)
Interest expense, Turnpike Revenue Bonds (205,720,940) (211,202,397) {166,487,729)
Other bond expenses (4,245,084) (4,238,054) {5,828,303)
Investment loss {152,868,452) (7,570,710) (17,190,270)
Arts Ceirter 3,059,003 3,007,805 2,957,611
Garden State Arts Foundation 4,774 469,952 (30,586)
Total nonoperating revenues
(expenses), net (420,406,374) (284,110,731) (310,345,948)
Change in nef assets (82,026,949) 65,551,024 (33,422,138)
Net assets — beginning of year 112,654,249 47,103,225 80,525,363
Net assets — end of year $ 30,627,300 112,654,249 47,103,225
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31, 2011 and 2010
(Unaudited)

2011-2010

Operating revenues totaled $1,033,292,029 for the year ended December 31, 2011, representing a decrease of
$451,145, or less than 0.1%, from the year ended December 31, 2010. The principal source of revenue for the
Authority is tolls. During 2011, toll revenues totaled $948,878,813 and constituted 91.8% of the Authority’s
operating revenues, as compated to $952,166,438, or 92.1%, in 2010. On the Turnpike, passenger vehicle traffic
decreased 1.0% while commercial traffic increased by 0.7% resulting in an overall decrease of 0.8%. On the
Parkway passenger cars decreased 1,2% while commercial traffic increased 1.6%. Passenger cats constituted
98.7% of all Parkway toll transactions, therefore, changes in commercial traffic only have minimal impacts. The
declines on both roadways is largely due to four major winter storms and Hurricane Irene all impacting the State
in 2011, continued high unemployment and gas prices,

Electronic toll collection remains popular and overall penetration rates continue to be strong. On the Turnpike,
the E-ZPass penetration rate for passenger car traffic was 75.5% and for commercial traffic was 83.0%, resulting
in an overall penctration rate of 76.4%. On the Parkway, the overall E-ZPass penetration rate was up to 72.5%
from 71.4% in 2010. During 2011, passenger car traffic had a penetration rate of 72.3%, and commercial traffic
had a penetration rate of 85.0%.

E-ZPass fees totated $39,695,690 and $38,701,145 for the years ended December 31, 2011 and 2010,
respectively, representing an increase of $994,545, or 2.6%. E-ZPass fees consists of monthly membership fees,
transponder sales, return check fees, administrative fees, fiber lease revenue, interest on prepaid accounts and
monthly statement fees. The increase resulted from gains in membership fees, tag sales and higher earnings on
invested prepaid balances. There are approximately 146,500 more NJ E-ZPass accounts at the end of 2011 as
compared to 2010, including the approximate 42,500 accounts received from the Delaware River & Bay
Authority in June 2011,

Congession revenues were $33,769,648 constituting 3.3% of total operating revenues. This represents a decrease
of $35,062 or 0.1% from $33,804,710 in 2010, The decrease is due to decreased revenue from food sales along
both roadways partially offset by gains in fuel and convenience store sales. Revenue from food sales declined
2.6% on the Turnpike and 2.1% on the Parkway. This decline was largely offset by gains in revenues from fuel
sales of 0.8% and 4.4% on the Turnpike and Parkway, respectively, Revenues from convenience store sales also
increased on the Turnpike by 1.8% and on the Parkway by 0.5%.

Miscellaneous revenue totaled $10,947,878 for the year ended December 31, 2011, representing an increase of
$1,876,997, or 20.7%, compared to the year ended December 31, 2010, Miscellaneous revenue includes rentals
of cell tower sites, fiber optic lines, towing commissions, park and ride receipts and easements. The change from
2010 to 2011 is attributable to increases in revenue generated on cell tower sites and surplus property sales.
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31, 2011 and 2010
(Unaudited)

General operating expenses for the year ended December 31, 2011 totaled $474,282,692, representing a decrease
of $22,314,926, or 5%, from $496,597,618 for the year ended December 31, 2010. In accordance with GASB
Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefils Other than
Penstons (OPEB) (GASB Statement No. 45), the Authority recorded an expense of $78,937,100 representing the
annual OPEB cost, This cost was approximately $10,000,000 higher than in 2010. Depreciation expense during
2011 totaled $141,692,812, which was an increase of approximately $22,000,000 from 2010. Despite these
increases, total operating expenses declined due to the Authority’s continued authorized headcount reduction and
control of discretionary expenses.

Net nonoperating expenses increased by $136,295,643 from 2010 primarily due to an increase in the Build
America Bond subsidy and a decrease in interest expense offset by an increase in payments to the State of New
Jersey and a decrease in investment income,

The Build America Bonds subsidy increased by $43,941,652 or 116%, compared to 2010 due to the recognition
of a full year of subsidy on the Series 2010 A bonds. The Build America Bonds subsidy represents a direct
payment by the United States Treasury to the Authority representing 35% of the interest payable on the Series .
2009 F bonds and the Series 2010 A bonds.

Payments to the State of New Jersey increased from $102,301,000 in 2010 to $142,301,000 in 2011. Under the
terms of an agreement dated April 27, 1984 and amendments dated August 1, 1995 and March 27, 2000, the
Authority agreed to make annual payments to the State of New Jersey to assist in transportation purposes, These
payments are $22 million annually and are due until all obligations of the New Jersey Transportation Trust Fund
Authority, as set forth in the 2000 Amendment, are paid for or such payment has been provided for. The
payments are made from the General Reserve Fund and are subordinate to debt service payments on all
outstanding bonds and all other obligations under the Authority’s General Bond Resolution. On March 28, 2011,
the Authority entered into an amendment to the second amendment to the State Agreement which provided for a
$3.6 million one-time additional payment payable by June 30, 2011,

Under the terms of a State Transportation Projects Funding Agreement dated September 30, 2011, the Authority
agreed to make annual payments to the State of New Jersey for the development of state transportation projects.
These payments total $60 million in calendar 2011, $331 million in calendar 2012, $324 million in calendar
2013, $324 million in calendar 2014, $324 million in calendar 2015 and $162 million in calendar 2016. The
agreement terminates on June 30, 2016. The payments are made from the General Reserve Fund and are
subordinate to debt service payments on all outstanding bonds and all other obligations under the Authority’s
General Bond Resolution,

The Authority also made annual payments to the state of $8,001,000 in 2010 and 2011 for feeder road
maintenance provided by the New Jersey Department of Transportation. This agreement is expected to be
renewed annually.

In addition, the Authority made payments of $50,500,000 in 2010 and 2011 to support various state
transportation projects including Route 495, Route I and 9 / Paterson Plank Bridge, Route 46 Hackensack River
Bridge, and various interchange improvements. In 2010, a $20,000,000 payment was made for St. Paul’s Viaduct
improvements. No further payments are anticipated to be made by the Authority for these projects.
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Management’s Discussion and Analysis
December 31, 2011 and 2010
(Unaudited)

Investment loss increased from $7,570,710 in 2010 to $152,868,452 in 2011. Interest income earned by the
Authority in 2010 was $14,495,017 and dropped to $12,850,123 in 2011 as a result of lower interest rates and the
utilization of bond proceeds for construction projects. The adoption of GASB Statement No, 53 in 2010 requires
the recognition of fair market value changes related to some of the Authority’s swap agreements as investment
income The impact in 2010 was a decrease in investment income of $22,065,946, and in 2011 was a decrease of
$165,718,957. This decrease in 2011 relates to the change in fair market value of the Series 2000 B-G swaps that
were deemed to be ineffective hedges of $62,136,127, as well as the termination of the Series 1991 D AIG swap,
whereby the negative fair market value on the termination date was recorded as a reduction in interest income
under GASB Statement No. 53,

Interest expense declined by $5,481,457 in 2011 as compared to 2010, due primarily to the replacement of the
Series 1991 D Interest Rate Swap Agreement with AIG with a new [nterest Rate Swap Agreement with Barclays
Bank PLC. The Barclays agreement has a lower fixed interest rate (5.6526% compared to 6,19%) that is paid by
the Authority. In addition, in 2010, the Authority paid interest expense on the Series 1991 D bonds which
exceeded the fixed rate on the corresponding swap.

20102009

Operating revenues totaled $1,033,743,174 for the year ended December 31, 2010, representing a decrease of
$3,181,215, or 0.3%, from the year ended December 31, 2009, The principal source of revenue for the Authority
is tolls. During 2010, toll revenues totaled $952,166,438 and constituted 92.1% of the Authority’s operating
revenues, as compared to $952,419,068, or 91.9%, in 2009. Traffic on the Turnpike incteased by 0.4%.
Passenger cars increased 0.2% while commercial traffic increased by 2.3%. Toll transactions on the Parkway
decreased by 3.5%. Passenger cars decreased 3.5% while commercial traffic decreased 5.4%. 98.8% of all traffic
on the Parkway is passenger car traffic, therefore, changes in commercial fraffic only have minimal impacts, The
implementation of one-way tolling at Pascack Valley was the primary reason for the decrease in traffic along the
Parkway. When adjusting for the one-way tolling, the overall traffic decrease was approximately 0.2%.

Electronic toll collection remains popular and overall penetration rates continue to be strong, On the Turnpike,
the B-ZPass penetration rate for passenger car traffic was 73.5% and for commercial traffic was 81.8%, resulting
in an overall penetration rate of 74.5%. On the Parkway, the overall E-ZPass penetration rate was up to 71.4%
from 70.6% in 2009. During 2010, passenger car traffic had a penetration rate of 71.3%, and commercial traffic

had a penetration rate of 83.1%.

E-ZPass fees totaled $38,701,145 and $39,567,868 for the vears ended December 31, 2010 and 2009,
respectively, representing a decrease of $866,723, or 2,2%. E-ZPass fees consists of monthly membership fees,
transponder sales, return check fees, administrative fees, fiber lease revenue, interest on prepaid accounts and
monthly statement fees. The decrease is a result of lower earnings on invested prepaid balances, fewer collections
of violation administrative fees, and lower fees from returned transponders, which were partially offset by a gain
in membership fees, There are approximately 84,000 more NJ E-ZPass accounts at the end of 2010 as compared
to 2009.
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December 31, 2011 and 2010
(Unaudited)

Concession revenues decreased $1,440,311, or 4.1%, to $33,804,710 and constituted 3.3% of total operating
revenues. The decrease is primarily due to decreased revenue from diesel fuel sales, Revenue from diesel fuel
sales along the Turhpike decreased 34.2% in 2010. Revenues from other fuel sales decreased 1.3% on the
Turnpike and food sales revenues decreased 1.3%, offset by an increase in convenience store sales revenues of
2.0% from 2009 to 2010. On the Parkway, revenue from food sales, fuel sales and convenience store sales
decreased 2.9%, 0.9% and 2.7% respectively, from 2009 to 2010,

Miscellancous revenue totaled $9,070,881 for the year ended December 31, 2010, representing a decrease of
$621,551, or 6.4%, compared to the year ended December 31, 2009. Miscellaneous revenue includes rentals of
cell tower sites, fiber optic lines, towing commissions, park and ride receipts and easements. The decrease from
2009 fo 2010 is attributable to a decrease in revenue generated on celi tower sites and Parkway fiber optic leases,
which was partially offset by an increase in surplus propetty sales.

Total operating expenses for the year ended December 31, 2010 totaled $684,081,419, representing a decrease of
$75,919,160, or 10%, from $760,000,579 for the year ended December 31, 2009. Expenses for general operating
expenses, such as maintenance of roadway, buildings and equipment, toll collection, state police and traffic
control, and administrative costs totaled $496,597,618. In accordance with GASB Statement No. 45, the
Authority recorded an expense of $68,071,400 representing the annuat OPEB cost, Depreciation expense during
2010 totaled $119,412,401.

Net nonoperating expenses decteased by $26,235,217 from 2009. Build America Bonds subsidy increased by
$13,639,757, or 56.6%, compared to 2009, The Build America Bonds subsidy represents a direct payment by the
United States Treasury to the Authority representing 35% of the interest payable on the Series 2009 F bonds and
the Series 2010 A bonds. Change in fair value of investments of $9,075,781 in 2010 represents a depreciation in
the fair value of investments, including investment derivative instruments, from 2009. Inferest expense increased
$44,714,668, offset by a decrease in Contributions to the State of New Jersey of $45,549,587 from 2009 to 2010,

Debt Administration

The issuance of new bonds is conducted in accordance with the New Jersey Turnpike Act of 1948, constituting
Chapter 454 of the Laws of New Jersey of 1948, as amended and supplemented and the Turnpike Revenue Bond
Resolution adopted on August 20, 1991, as amended, restated and supplemented and approval of the Board of
Commissioners.

2011- 2010

On December 22, 2011, the Authority issued $225,000,000 of Seties 2011A and $50,000,000 of Series 2011 B
Floating Rate Bonds under a Direct Purchase Agreement with Citibank, N.A. The bonds bear interest at a
floating rate equal to SIFMA plus 75 basis points, reset weekly. Tnterest on the bonds is paid monthly. The

purpose of the 2011 A and 2011 B bonds was fo refund in whole the Series 2003 C-2 and Series 2003 C-3 bonds.
The bonds mature on January 1, 2024 and have a mandatory tender at par value on December 22, 2014, The total
savings on the new bonds is approximately $16,002,000 when compared to the projected interest costs, liquidity
facility costs and remarketing fees on the Series 2003 C-2 and Series 2003 C-3 bonds. The refunding resulted in a
deferred loss of $2,724,810 which is being amortized over the life of the new bonds. The existing Interest Rate
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Swap agreements from the Series 2003 C-2 and Series 2003 C-3 bonds were amended to cover the Series 2011 A
and Series 2011 B bonds.

On January 7, 2011, the Authority entered into a termination agreement for the $371,000,000 Series 1991 D
Interest Rate Swap with AIG. Under the terms of the agreement, AIG provided a 12.5% discount from the market
termination value of the swap, allowed the Authority to choose any date to establish the termination value of the
agreement prior to February 28, 2011 and gave the Authority until March 15, 2011 to make the termination
payment, On January 14, 2011, the Authority set the termination value with AIG at $101.6 million, resulting in a
net termination payment to be made of $88.9 million. The savings to the Authority was $12.7 million, The
payment to AIG was made on March 14, 2011,

On February 3, 2011, the Authority terminated the $371,000,000 Interest Rate Exchange Agreement with
Morgan Stanley. On February 4, 2011, the Authority received a termination payment of $16,460,000 from
Morgan Staniey.

On March 14, 2011 the Authority entered into a replacement Interest Rate Swap with Barclays Bank for the
$371,000,000 Series 1991 D bonds. Under the terms of the replacement swap, the Authority will make fixed
interest payments of 5.6526%. The Authority will receive floating rate payments equal to 63% of LIBOR plus
0.20% when LIBOR is less than 3.5% and 74% of LIBOR when LIBOR is equal to or greater than 3.5%. The
Interest Rate Swap will terminate on January 1, 2018. Barclays made an upfront payment of $72,410,000 on
March 14, 2011. The Authority used this payment, along with the $16,460,000 payment received from the
termination of the Morgan Stanley agreement to make the termination payment to AIG,

The Series 2011 A and Series 2011 B bonds received a credit rating of A3/A+/A by Moody’s, Standard & Poors
and Fitch. 1n addition, the underlying credit rating on all Authority outstanding bonds remains at A3/A+/A. The
Authority continues to have a negative ratings outlook from Moody’s since December 1, 2010.

2010 - 2069

Durmg 2010, the Authority issued $1.85 billion in new debt through the Series 2010 A Build America Bond
issue, These bonds are designated as Federally Taxable, [ssuer Subsidy Build America Bonds for purposes of the
American Recovery and Reinvestment Act of 2009. The Authority receives a cash subsidy from the United
States Treasury equal to 35% of the interest payable on the bonds,

On October 25, 2010, Standard & Poor’s downgraded the credit rating of Assured Guaranty Municipal
Corporation from AAA to AA+, Accordingly the Standard & Poor’s ratings on the Authority’s 2003 C, 2005 A,
2005 B, 2005 C and 2005 D bonds were downgraded as well. These bonds are now rated Aa3/AA+/NR by
Moody’s Investor Services, Standard & Poor’s and Fitch based upon the credit rating of the bond insurer. The
Authority’s 2009 A, 2009 C and 2009 D bonds are rated Aal/VMIG-I and AA-1/A-1+ by Moody’s Investor

13 (Continued)




NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Management’s Discussion and Analysis
December 31,2011 and 2010
(Unaudited)

Services and Standard & Poor’s, while the 2009 B bonds are rated Aa3/VMIG-1 and AA-1/A-1+, all based upon
the credit rating of the Letter of Credit provider. The underlying credit rating on all Authority outstanding bonds
is A3/A+/A. On December 1, 2010, Moody’s changed the Authority’s rating outlook from stable to negative.

The above paragraphs describe the changes in debt administration occurring during the year. Please refer to
note 6 and note 7 in the notes to the financial statements for more detailed schedules of long-term debt and
derivative instrument activity.

Debt Compliance

The Revenue Requirement under Section 713(b) of the Turnpike Revenue Bond Resolution states that in each
calendar year, Net Revenues shall at least equal the Net Revenue Requirement for such year, The Net Revenue
Requirement means with respect to any period of time, “an amount equal to the greater of (i) the sum of
Aggregate Debt Service, Maintenance Reserve Payments, Special Project Reserve Payments and payments, if
any, to the Charges Fund for such period or (i} 1.20 times the Aggregate Debt Setvice for such period.

The net revenue requirement was met under test (i) and (ii) above for 2011 and 2010 as follows:

2011 2010
M
Net revenue available for Debt Service $ 653,948,211 605,942,997
Less net revenue requirements computed under test:
(the sum of aggregate debt service, maintenance reserve,
special project reserve and charges fund payments) (521,582,247) {460,780,088)
Excess net revenile $ 132,365,904 145,162,909
(ii)
Net revenue available for Debt Service ' $ 653,948,211 605,942,997
Less net revenue requirements computed under test:
(120% x aggregate debt service requirements of $413,629,886
and $365,947,087 in 2011 and 2010, respectively) {496,355,863) (439,136,506)
Excess net revenue $ 157,592,348 166,806,491

The debt service coverage ratio (Net Revenue divided by Debt Service) was 1.58 and 1.66 in 2011 and 2010,
respectively. Please refer to note 8 for more details.

Contacting Authority’s Financial Management

The purpose of this narrative and the attached exhibits was to assist the readers in obtaining a general overview
of the Authority’s business and finances. If you should have any questions about this report or need clarification
on its contents, please contact the Chief Financial Officer of the New Jersey Turnpike Authority, P.O. Box 5042,
Woodbridge, New Jersey 07095-5042.
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey}

ASSETS:

Current assets;
Cash
Restricted cash
Investments
Restricted investments
Receivables, net of allowance
Restricled receivables
Inventory
Due from State of New Jersey
Beposits
Prepaid expenses

Total current assels

Noncurrent assets:
Investments
Res(ricted investments
Restricted receivables
Capital assets, net of accumulated depreciation
Deferred financing costs, net
Interest rate swap assets

Total noncurrent assets
TOTAL ASSETS

DEFERRED OUTFLOWS
Interest rate swaps

TOTAL DEFERRED OUTFLOWS

LIABILITIES:

Current liabilitics:
Accounis payable and accrued expenses
Funds held in trust
Due to State of New Jersey
Deposits
Accrued interest payable
Deferred revenue
Cutrent portion of hybrid instrument borrowing
Current portion of other long-term liabilities
Current porticn of bonds payable

Total current liabilitics

Noncurrent liabititics:
Bonds payable, net
Hybrid instrument borrowing
Other long-tenn liabilities
Other postemployment benefits liabilily
Interest rate swap liabilitics

Total noncurrent liabilities
TOTAL LIABILITIES

DEFERRED INFLOWS:
Interest rate swaps

TOTAL DEFERRED INFLOWS

NET ASSETS:
Invested in capital assets, net of related debt
Restricted for debt service and charges
Unrestricted .

TOTAL NET ASSETS

See accompanying notes to basic financial statements,

Statements of Net Assels
December 31, 2011 and 2010
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2011 2010
188,998,406 177,736,432
14,515,050 5.994,403
247,090,108 365,718,443
330,730,929 267,158,300
47,890,099 49,853,751
75,000 105,800
16,197,661 16,158,428
3,638,603 1,741,958
20,162,231 19,968,371
1702,636 4,710318
874,000,723 909,146,204
55,011,000 —
1,579.686,898  2,656,472,327
217,165 —
6,754,951,695  5,754,564,589
137,081,122 92,125,914
— 3,080,107
8,526,947,880 8,506,242,937
9,400,948,603  9,415,389,141
88,029,208 154,654,119
88,029,208 154,654,119
161,759,357 231,300,577
186,124,313 175,912,261
2,977.211 3,439,322
198,650 1,318,047
208,887,966 149,184,948
3,967,650 3.644,113
11,664,331 1,795,063
10,247,329 8,279,847
120,295,000 108,830,000
706,121,807 683,704,178
8,230257,500  8,349,092,981
81,910,562 21,164,892
90,401,479 84,559,444
208,258,200 161,133,290
141,400,963 154,654,119
8,752,228704  8,770,604,726
9,458,350,511  9,454,308,904
— 3,080,107
— 3,080,107
(119,761,434)  (133,396,306)
133,839,244 “121,553.806
16,549,490 124,497,249
30,627,300 112,654,249




Operating revenues:

Toll revenue
E-ZPass fees

Concession revenue

NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Statements of Revenues, Expenses, and Changes in Net Assets
Years ended December 31, 201§ and 2010

Miscellaneous revenue

Total operating revenues

Operating expenses:

Maintenance of roadway, buildings and equipment

Toll collection

State police and traffic control

Technology

Employee benefits

General administrative costs
Other postemployment benefits

Depreciation

Total operating expenses

Operating income

Nonoperating revenues {expenses):

Build America Bonds subsidy
Payments to the State of New Jersey
Interest expense, Turnpike Revenue Bonds

Other bond expenses

~ Investment loss
Arts Center

Garden State Arts Foundation

Total nonoperating revenues {expenses), net

Change in net assets

Net assets — end of year

Net assets — beginning of year

See accompanying notes to basic financial statements.
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2011 2010
948,878,813 952,166,438
39,695,690 38,701,145
33,769,648 33,804,710
10,947,878 9,070,881
1,033,292,029  1,033,743,174
123,939,665 146,724,621
160,215,369 164,475,253
69,706,228 74,208,126
15,363,375 19,845,555
63,214,422 65,877,136
41,843,633 25,466,927
78,937,100 68,071,400
141,692,812 119,412,401
694,912,604 684,081,419
338,379,425 349,661,755
81,665,325 37,723,673
(142,301,000)  (102,301,000)
(205,720,940)  (211,202,397)
(4,245,084) (4,238,054)
(152,868,452) (7,570,710)
3,059,003 3,007,805
4,774 469,952
(420,406,374)  (284,110,731)
(82,026,949) 65,551,024
112,654,249 47,103,225
30,627,300 112,654,249




NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Statements

Years ended December 31, 2011 and 2010

Cash flows from operating activities:
Receipts from customers and patrons
Payiments to suppliers
Payments to employees
Payments for self insured claims

Net cash provided by operating activities

Cash flows from noncapital financing activities:
Payments to State of New Jersey
Proceeds from Aris Center
Operating gain from Garden State Arts Foundation

Net cash used in noncapital financing activities

Cash flows from capital and related financing activities:
Proceeds received from new capital debt
Purchases of capital assets
Principal paid on capital debt
Principal paid on defeased capital debnt
Build America Bonds subsidy
Interest paid on capital debt
Payments for bond expenses

Net cash (used in) provided by capital and related
financing activities

Cash flows from investing activities:
Purchases of investments
Sales and maturities of investments
Interest received

Net cash provided by (used in) investing activities
Net increase (decrease) in cash

Cash — beginning of year

Cash — end of year

of Cash Flows

Reconcitiation of operating income to net cash provided by operating activities:

Operating income

Adjustments to reconcile operating income to net cash provided by operating

aclivities:
Depreciation expense
Changes in assets and liabilitics:
Receivables
Inventory
Other assets
Accounts payable and accrued expenses
Deferred revenue
Other Habilities
Other postemployment benefit liability
Poltution remediation liability

Net cash provided by operating activities

See accompanying notes to basic financial statements.
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2011 2010
1,035,088,080 1,017,190,892
(289,451,309) (251,465,785)
(179,658,989) (195,944,383)

(73,335,631) (72,573,551)

492,642,151 497,207,173
(142,301,000) (50,001,000)

3,059,003 3,007,805

4,774 469,952
(139,237,223) (46,523,243)
275,000,000 1,850,000,000
(1,160,933,318) (844,074,964)
(108,830,000) (104,855,000)
(275,000,000) —

81,665,325 37,723,673
(171,331,438) (202,736,684)

(3,091,297) (16,655,397)

(1,362,520,728) 719,401,628
(147,381,793,988)  (99,320,551,479)
148,301,312,067 98,100,151,713

109,380,342 12,601,592
1,028,898,421 {1,207,798,174)

19,782,621 (37,712,616)

183,730,835 221,443,451
203,513,456 183,730,835
338,379,425 349,661,755
141,692,312 119,412,401
(124,132) (18,294,084)
(39,233) 2,325,538
7,682 373,231
(55,670,630) (10,287,143)
323,537 1,148,954
24,562,319 3,339,513
45,896,371 40,707,508
(2,386,000) 8,819,500
492,642,151 497,207,173
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

Organization

The New Jersey Turnpike Authority (the Authority) is a body corporate and politic created by the New
Jersey Turnpike Authority Act of 1948, as amended, restated and supplemented (the Act). The Act
authorizes the Authority to construct, maintain, repair, and operate the New Jersey Turnpike (the Turnpike
System) projects at locations established by law and to issue Turnpike revenue bonds or notes of the
Authority, subject to prior approval in writing from the Governor and from either or both the State
Treasurer and the Director of the Division of Budget and Accounting of the Department of the Treasury,
payable solely from tolls and other revenues of the Authority. Under the provisions of the Act, the
Turnpike bonds or notes and the interest thereon shall not be deemed to constitute a debt or liability or a
pledge of the faith and credit of the State or any political subdivision thereof.

On May 27, 2003, the Act was amended. The amendment empowered the Turnpike Authority, effective at
the Transfer Date, to assume all powers, rights, obligations and duties of the New Jersey Highway
Authority (the Highway Authority), which owned and operated the Garden State Parkway and PNC Bank
Arts Center.

The Authority has no stockholders or equity holders and all bond proceeds, revenues or other cash received
must be applied for specific purposes in accordance with the provisions of the above Act and the Turnpike
Revenue Bond Resolution of 1991 as amended, restated and supplemented (the Bond Resofution) for
security of the bondholders. The Authority’s board of commissioners is comprised of eight members, five
appointed by the Governor with the advice and consent of the Senate, and two members appointed by the
Governor, one upon the recommendation of the President of the Senate and one upon the recommendation
of the Speaker of the General Assembly. The Commissioner of the New Jersey Department of
Transportation serves ex officio. As of December 31, 2011 and 2010, one commission seat was vacant.

The Act provides that the Governor shall have the right to veto any action of the Authority, and that the
prior written approval of the Governor and either the State Treasurer or the Director of the Division of
Budget and Accounting in the Department of the Treasury shall be obtained prior to adoption of any bond
resofution or revision of tolls,

Summary of Significant Accounting Policies
(@)  Reporting Entity

The Governmental Accounting Standards Board (GASB) establishes the criteria used in determining
which organizations should be inciuded in these financial statements. The GASB’s Codification of
Governmental Accounting and Financial Reporting Standards, Section 2100, requires the inclusion
of government organizations for which the Authority is financially accountable. Financial
accountability is defined as 1) appointment of a voting majority of the component unit’s board and
either (a) the ability to impose will by the primary government or (b)the possibility that the
component unit will provide a financial benefit to or impose a financial burden on the primary
government; or 2) fiscal dependency on the primary government.

The Garden State Arts Foundation, Inc. (the Foundation) (see note 14) is included in the financial
statements presented in accordance with accounting principles generally accepted in the United

18 (Continued)
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

States of America as a blended component unit. Although legally separate from the Authority, the
Foundation’s members include the Commissioner’s of the New Jersey Turnpike Authority, who
represent a voting majority of the Foundation’s members.

Additionally, the Authority is a component unit of the State of New Jersey, and its financial
statements are included in the State of New Jersey’s Comprehensive Annual Financial Report,

Basis of Acconnting

The Authority’s activities are accounted for using the flow of economic resources measurement
focus and the accrual basis of accounting. All assets, liabilities, net assets, revenues and expenses are
accounted for as an enterprise fund with revenues recorded when earned and expenses recorded at
the time liabilities are incurred.

In its accounting and financial reporting, the Authority follows the pronouncements of the GASB. In
addition, the Authority follows the pronouncements of all applicable Financial Accounting Standards
Board Statements and Interpretations, Accounting Principles Board Opinions and Accounting
Research Bulletins of the Committee on Accounting Procedure issued on or before November 30,
1989, unless they conflict with or contradict GASB pronouncements,

Capital Assets
Capitalization Policy

The cost to construct, acquire ot replace an existing asset (or otherwise prolong the useful life of an
existing asset) is capitalized under the Authority’s capitalization policy. The capitalization threshold
is $50,000 and includes equipment valued over $50,000 or any purchase related to a capital project
whose project value exceeds $50,000,

Capital assets are reported at cost, including all ancillary charges necessary to place the assets in
their intended location and condition for use. If land is purchased, the capitalized amount includes
the purchase price plus costs such as legal fees, filling, and excavation costs incurred to put the land
in condition for its intended use. The capitalized amounts for building include both acquisition and
capital improvement costs and net construction period interest.

An asset is deemed substantially complete when the structure or project is ready for the purpose for
which it was constructed,

19 . (Continued)
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

Depreciation Policy

Capital assets are depreciated using straight-line method over their estimated useful lives as follows:

Road bed 100 years
Road surface 5~ 10 years
Major Bridge Repairs 20 years
Bridges:

Bridges piers and abutments 75 years

Bridges deck 40 years

Bridge spans ' 40 years
Buildings and sound bartiers 35 years
Equipment 3— 15 years

Investments

Investments are reported at fair value based on quoted market prices, except for time deposits and
certificates of deposit, which are reported at cost plus accrued interest. All investment income,
including changes in the fair value of investments, is reported as revenue,

Authorized Investments

The investment policies of the Authority are established in conformity with the Bond Resolution,
which defines investment securities to mean any of the following securities legal for investment of
the Authority’s funds at the time of the purchase thereof:

()

(ii)

Federal securities, which are (a) any direct and general obligations of, or any obligations
guaranteed by, the United States of America, including but not limited to interest obligations
of the Resolution Funding Corporation or any successor thereto, (b) any obligations of any
state or political subdivision of a state (collectively Municipal Bonds) which Municipal Bonds
are fully secured as to principal and interest by an irrevocable pledge of moneys or direct and
general obligations of, or obligations guaranteed by, the United States of America, which
moneys or obligations are segregated in trust and pledged for the benefit of the holders of the
Municipal Bonds, and (c) certificates of ownership of the principal or interest of direct and
general obligations of, or obligations guaranteed by, the United States of America, which
obligations are held in trust by a commercial bank which is a member of the Federal Reserve
System;

Bonds, debentures, notes or other evidences of indebtedness issued by any agency or
instrumentality of the United States to the extent such obligations are guaranteed by the United
States or by another such agency the obligations (including guarantees) of which are
guaranteed by the United States;

20 (Continued)




NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

(iii) Bonds, debentures, notes or other evidences of indebtedness issued by any of the following

(iv)

v)

(vi)

agencies: Government National Mortgage Association, Federal Land Banks, FHLMC, FNMA,
FHLB, Federal Intermediate Credit Banks, Banks for Cooperatives, Tennessee Valley
Authority, United States Postal Service, Farmers Home Administration, Export-Import Bank,
Federal Financing Bank and Student Loan Marketing Association;

Negotiable or nonnegotiable certificates of deposit issued by any bank, trust company or
national banking association, which certificates of deposit shall be continuously secured or
collateralized by obligations described in subparagraphs (i) or (ii) of this definition, which
shall have a market value (exclusive of accrued interest) at all times at least equal to the
principal amount of such certificates of deposit and shall be lodged with the Trustee, as
custodian, by the bank, trust company or national banking association issuing such certificates
of deposit; ‘

Uncollateralized negotiable or nonnegotiable certificates of deposit issued by any bank, trust
company or national banking association, the unsecured obligations of which are rated in one
of the two highest rating categories, without regard to rating sub-categories, by Moody’s and
S&P;

Repurchase agreements collateralized by obligations described in subparagraphs (i), (ii) or
(iii) of this definition with any registered broker/dealer subject to the Securities Investors’
Protection Corporation jurisdiction, which has an uninsured, unsecured and unguaranteed
obligation rated Prime-1 or A3 or better by Moody’s and A-1 or A or better by S&P, or any
commercial bank with the above ratings, provided:

(a) master repurchase agreement or specific written repurchase agreement governs the
transaction, which characterizes the transaction as a purchase and sale of securities,

(b) the securities are held free and clear of any lien, by the Trustee or an independent third
party acting solely as agent for the Trustee, and such third party is (i) a Federal Reserve
Bank, (ii) a bank which is a member of the FDIC and which has combined capital,
surplus, and undivided profits of not less than $75,000,000, or (iii) a bank approved in
writing for such purpose by each Credit Issuer, if any, and the Trustee shall have
received written confirmation from such third party that it holds such securities, free and
clear of any lien, as agent for the Trustee,

(c) a perfected first security interest under the Uniform Commerce Code, or book entry
procedures prescribed at 31 CFR 306.1 et seq. or 31 CFR 350.0 et seq. or & successor
provision in such securities is created for the benefit of the Trustee,

(d) the repurchase agreement has a term of six months or less, or the Authority will value
the collateral securities no less frequently than monthly and will liquidate the collateral
securities if any deficiency in the required collateral percentage is not restored within
two business days of such valuation,
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31,2011 and 2010

(e) the repurchase agreement matures on or before a debt service payment date (or other
appropriate liquidation period), and

(f) the fair market value of the securities in relation to the amount of the repurchase
obligation is equal to at least 100%.

Banker’s acceptances, Eurodollar deposits and certificates of deposit (in addition to the
certificates of deposit provided for by subparagraphs (iv) and (v) above) of the domestic
branches of foreign banks having a capital and surpius of $1,000,000,000 or more, or any bank
or trust company organized under the laws of the United States of America or Canada, or any
state or province thereof, having capital and surplus, in the amount of $1,000,000,000;
provided that the aggregate maturity value of all such bankers acceptances and certificates of
deposit held at any time as investments of funds under this Resolution with respect to any
particular bank, trust company, or national association shall not exceed 5% of its capital and
surplus; and provided further that any such bank, trust company, or national association shall
be rated in one of the fwo highest rating categories, without regard to rating sub-categories, by
both Moody’s and S&P;

(viii) Other obligations of the United States of America or any agency thereof which may then be

purchased with funds belonging to the State of New Jersey or which are legal investments for
savings banks in the State of New Jersey;

(ix) Deposits in the New Jersey cash management fund;

(x) Obligations of any state, commonwealth or possession of the United States or a political
subdivision thereof or any agency or instrumentality of such a state, commonwealth,
possession or political subdivision, provided that at the time of their purchase such obligations
are rated in either of the two highest rating categories by both Moody’s and S&P; and

(xi) Commercial paper with a maturity date not in excess of 270 days rated A-1+ by S&P and P-1
by Moody’s at the time of such investment, issued by an entity incorporated under the laws of
the United States or any state thereof.

Inventories

Inventories are reported at average cost basis.

Net Capitalized Interest

Net interest cost on funds borrowed to finance the construction or acquisition of certain capital
assets, during the period of construction or acquisition, are capitalized and depreciated over the life
of the related assets placed in service. The Authority capitalized net interest expense of $248,325,881
and $128,252,890 during the years ended December 31, 2011 and 2010, respectively.
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

Bonds Payable

Bonds payable consist of the total amount of outstanding bonds less unamortized premiums,
discounts and deferred gain (loss) on refunding.

Deferred Financing Costs

Underwriters® premiums/discounts and bond issuance costs are deferred and amortized over the life
of the debt in the accompanying financial statements using the bonds outstanding method.

Compensuted Absences

The Authority accrues employees’ unused sick leave and vacation time to be used at a later date or
paid in cash upon termination or retirement from the Authority, The liability for sick leave is based
on application dates and limits vary based upon the employee’s specific contract and effective dates.
The liability for unused vacation is calculated based on years of service, and the terms of the refevant
labor agreement, The liability for both amounts is calculated based on the pay and salary rates in
effect at the statement of net assets date.

Funds Held in Trust

Included in the December 31, 2011 and 2010 statements of net assets is approximately $25.7 million
and $29.7 million, respectively, for amounts retained from contractors and engineers and
$158.3 million and $142.5 million, respectively, received for E-ZPass tag deposits, prepayments,
unallocated violations, and unearned tag revoke fees.

Net Assels

Net assets are displayed in three components as follows:

Invested in capital assets, net of related debt — This consists of capital assets, net of accumulated
depreciation, less the outstanding balances of any bonds, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets,

Restricted — This consists of net assets that are legally restricted by outside parties or by law through
constitutional provisions or enabling legislation. When both restricted and unrestricted resources are
available for use, gencrally it is the Authority’s policy to use restricted resources first, and then
unrestricted resources when they are needed. '

Unrestricted — This consists of net assets that do not meet the definition of “restricted” or “invested
in capital assets, net of refated debt.” :

Toll Revenue

Revenues from tolls are recognized in the period earned. A schedule of tolls may not be finally
adopted by the Authority without the prior written approval of the Governor and either the State
Treasurer or the Director of the Division of Budget and Accounting in the Department of the
Treasury. Pursuant to the provisions of the Bond Resolution, the Authority has covenanted to charge
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

and collect such tolls as are required in order that in each calendar year net revenue shall at least
equal the net revenue requirement under the aforementioned resolution,

E-ZPass Fees

E-ZPass fees consists of the Authority’s share of fees and charges generated from the operation of
the New Jersey E-ZPass Customer Service Center. This Customer Service Centet is currently
operated on behalf of the New Jersey Turnpike Authority, South Jersey Transportation Authority,
and Delaware River Port Authority, Delaware River Bay Authority and the Burlington County
Bridge Commission by ACS State and Local Solutions, Inc. These fees and charges consist primarily
of the $1 monthly membership fee charged to New Jersey E-ZPass account holders, and the $50
administrative fee collected from toll evaders in 2011 ($25 in 2010), as well as parking fees, and
credit card equity payments. In addition, other fees are charged to E-ZPass account holders for such
items as lost and stolen transponders, bounced checks, and monthly statement delivery, Revenue is
also generated from agrcements with other agencies and leasing of the Authority’s fiber optic
network. For financial reporting purposes, fees and charges are recognized when earned for all but
administrative fees which are recognized when received from the patrons,

Classification of Revenues Over Expenses

The Authority has classified its revenues and expenses as either operating or nonoperating,

Operating revenues include activities that have the characteristics of exchange transactions including
tolls, E-ZPass fees, rental fees received from concessionaires, and miscellaneous operating revenues,
Nonoperating revenue includes activities that have the characteristics of nonexchange transactions,
such as the Build America Bonds subsidy.

Operating expenses include the costs of operating the toll roads, administrative expenses, and
depreciation on capital assets. All expenses not meeting this definition, including interest expense,
are reported as nonoperating expenses.

Income Taxes

The Authority is exempt from federal income taxes under the Internal Revenue Code Section 115
and from state income taxes under N.J.S.A. 27:25-16. Accordingly, no provision is recorded for
federal and state income taxes.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
resulis could differ from those estimates,
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

(@) Reclassification

Certain prior year amounts have been reclassified to conform with the current year’s presentation.

Deposits and Investments

The New Jersey Turnpike Authority is authorized to engage in investment activity pursuant to the Turnpike
Revenue Bond Resolution adopted on August 20, 1991, Investment policies are set forth in certain sections -
of the Resolution and these guidelines are adhered to by the Authority’s Finance Department when making
day-to-day investment decisions. The Authority principally invests in securities of United States agencies,
highly rated commercial paper, demand accounts, certificates of deposit, and repurchase agreements.
According to management, the Authority is not in violation of any provisions of the Resolution’s
investment policies.

Deposits

The Authority’s cash balance as of December 31, 2011 and 2010 includes a book batance of $203,513,456
and $183,730,835, respectively. The actual amount of cash on deposit in all bank accounts as of
December 31, 2011 and 2010 was $154,267,963 and $159,157,197, respectively. New Jersey Turnpike
Authority accounts had a book balance as of December 31, 2011 and 2010 of $202,609,718 and
$182,900,324, respectively, actual cash on deposit of $153,364,225 and $158,324,186, respectively, and
are collateralized by pledged securities totalling $227,308,218 and $184,845,827, respectively, held in the
Authority’s name by the Authority’s financial institutions or its agents. The Foundation’s cash balance as
of December 31, 2011 and 2010 includes a book balance of $903,738 and $830,511, respectively. The
actual amount of cash on deposit in the Foundation’s bank accounts as of December 31, 2011 and 2010
was $903,738 and $833,011, respectively, of which $151,020 and $80,369, respectively, was insured by
the Federal Deposit Insurance Corporation (FDIC) and $752,718 and $752,642, respectively, held in a
money market account, which was not insured or collateralized.
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

Investments

All securities, other than securities held by the respective trustees for the benefit of the bondholders, are
held by the Authority, All investment transactions are recorded on a transaction date basis. As of
December 31, 2011 and 2010, the Authority had the following investments:

December 31, 2011
Investment maturitles
Fair . Less than
Iawvestment type value 1 year 1—5 years Over 5 years
Invesinents:
Commerciat paper $ 145,195,293 145,185,293 — —
Repurchase agreements 98,251,594 98,251,594 — —
Federal Home Loan Bank (FHLB) 35,060,472 — 35,060,472 —
Federal Home Loan Mortgage {(FHLMC) 3,580,832 3,580,832 — —
Federal National Mortgage Assn {FNMA) 20,012,917 — 20,012,917 —
Total investiments 302,101,108 247,027,719 55,073,389 —
Restricted invesiments held by trustee;
Cettificales of Deposit $ 409,764,187 — 409,764,187 —
Commercial paper 129,686,072 129,686,072 — —
New Jersey cash management fund 126,423,316 126,423,316 — —
FHLB 84,951,542 72,791,731 12,159,811 —
FHLMC 1,400,000 1,400,000 — —-
FNMA 237,999 237,999 -— —
Totat restricted investments
held by trustee 752,463,116 330,539,118 421,923,998 .-
Restricted investments held by Authority:
Certiticates of Deposit 3 628,087,799 628,087,799 — e
Commercial Paper 93,285,661 63,285,661 — —_
Repurchase Agreements 160,757,534 160,757,534 — —
New Jersey cash management fund 165,102,221 165,102,227 — —
Variable rate demand bonds 28,413,644 18,412,754 — 10,000,890
FNMA 160,651,650 97,000 160,554,650 —
Federal Farm Credit Bank (FFCB) 39,971,905 39,677,905 — —
Total restricted investments
hetd by Authority 1,276,276,420 1,105,720,880 160,554,650 10,000,890
Restricted investiment derivative instruments (118,321,709} — — {118,321,709)
Tofal inveslments - $ 2,212,518,935 1,683,287,717 637,552,037 (108,320,819}

Note: Table includes $5,307,761 of accrued interest on investments for the year ended December 31, 2011,
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financiat Statemenis
December 31, 2011 and 2010

December 31, 2010
Investment maturities
. Fair Less than
Investment type value 1 year 1—5 years Over § years
Investments:
Commercial paper $ 25,834,477 25,834,477 — —
Repurchase agreements 156,255,349 156,255,349 . —
Federal Home Loan Bank {FHLB) 183,628,617 183,628,617 — —
Total investments 365,718,443 365,718,443 — —
Restricted invesiments held by trusice:
Certificates of Deposit % 407,726,221 — 401,726,221 —
New Jersey cash management fund 60,802,268 60,802,268 — —
(0.5, Treasury — state and local
Government Series 12,279,327 12,279,327 — —
FHLB 91,694,829 91,694,829 — —
Federal Home Loan Mortgage
Corporation (FHLMC) 102,281,153 102,281,153 — —
Federal Nattonal Mortgage
Association (FNMA) 160,999 100,999 — —
Total restricted investments
hetd by trustee 674,884,797 267,158,576 407,726,221 —
Resiricted investments held by Authority:
Certificates of Deposit $ 24,496,352 24,496,352 — -—
Commercial Paper 72,399,185 72,399,185 — —
Repurchase Agreements 665,527,221 665,527,221 — —
New Jersey cash management fund 155,707,560 155,707,560 — —
Variable rate demand bonds 91,191,840 6,921,840 18,400,000 65,870,000
U.S. Treasury — state and local
Government Series 1,067,866,941 1,067,866,941 — —
FHLB 108,812,814 108,812,814 — —
FHLMC 100,294,375 100,294,375 — —
Tolal restricted investments
held by Authority 2,286,296,288 2,202,026,288 18,400,000 65,870,000
Restricted jnvestment derivative instruments {37,550,458) — - (37,550,458}
‘Total investments $ 3,289,349.070 2,834,903,307 426,126,221 28,319,542

Note: Table includes $1,999,910 of acerued interest on investments for the year ended December 31, 2010.

Interest rate risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. As a means of limiting its exposure to fair value losses arising from rising interest
rates, the Authority’s Bond Resolution sets maximum maturity limits for investments and requires that
investment maturities are matched to the Authority’s liquidity needs,
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

Credit risk: Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Authority’s investment guidelines and policies are designed to protect principal by
limiting credit risk. This is accomplished through ratings, and collateral requirements that vary according
to the type of investment as defined in the Authority’s Bond Resclution. The New Jersey cash management
fund is a common trust fund administered by the State of New Jersey Department of the Treasury, Division
of Investment and is an unrated investment. As of December 31, 2011 and 2010, the Authority’s
investment quality ratings as rated by Standard & Poor’s and Moody’s were as follows:

Decenmber 31, 2011

Standard & Poor's/Moody's ratings

AA+H/Aaq A-1+HP-1 AAP-1 AAIAAD A-2iAaZ Ak/P-1 Totals
Caommercial $
Paper —_— 254,158,773 — o — 114,008,253 368,167,026
Repurchase
Agreements — — 65,000,559 — — 194,008,569 259,009,128
Variable mate
demand bonds — — — 16,000,800 18,412,754 — 28,413,644
FFCB — 39,877,905 — — — — 39,977,905
FHLB 47,220,283 72,791,731 — — e — 126,012,014
FHLMC — 4,980,832 — — —— — 4,980,832
FNMA 180,567,567 334,900 — — — — 180,902,566
s 227,787,850 372,244,240 65,000,559 13,000,890 18,412,754 308,016,822 1,001,463,115
December 31, 2010
Standard & Poor's/Moody's ratings
AAAMTAAA AAAJAAa AdAlAaL AAfAa2 AlAal AfA3 AP-1 AjAL Totals
Commercial 3 — — — — e — 93,233,662 — 98,233,662
Paper
Repurchase o — — — — 821,782,570 _ — 821,782,570
Agreements
Variable rate
demand bonds —_ 6,636,840 5,655,000 35,300,000 21,600,000 — — 22,000,000 9L191,840
U.S. Treasury —
state and locat
Government
Series 1,080,146,268 — — — — — — — LOBG, 146,268
FHB 334,136,260 — — — e — — — 384,136,260
FHIMC 202,575,528 — — — — — — — 202,575,528
FNMA 100,999 o — — — n — - 100,999
$ 1666,959,055 6,636,840 5,655,000 35,300,000 21660,000 821,782,570 98,233 662 22,000,000 2,678,167,127

Custodial credit risk: For investments, custodial credit risk is the risk that in the event of the failure of the
counterparty, the Authority will not be able to recover the value of its investments that are in the
possession of the outside party, Investment securities are exposed to custodial credit risk if the securities
are uninsured, are not registered in the name of the Authority, and are held by either the counterparty or the
counterparty’s trust department or agent but not in the name of the Authority.
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The Authority manages custodial credit risk by limiting its investments to highly rated institutions, having
its investments registered in its name, and requiring high quality collateral be held by the counterparty in
the name of the Authority for certain investment securities. As of December 31, 2011 and 2010, the
Authority was not exposed to custodial credit risk on its investment securities,

All moneys held under the Bond Resolution, except amounts held by the Trustee or amounts which
constitute investment securities, shall be continuously and fully secured by pledging, as collateral security,
direct obligations of or obligations guaranteed by the United States of America having a fair value not less

than the amount of such moneys.
Concentration of credit risk: Concentration of credit risk is the risk of loss attributed to the magnitude of a
government’s investment in a single issuer that exceeds 5% or more of its fotal investments. The Authority

does not place a formal limit on the amount that it may invest in any one issuer. More than 5% of the
Authority’s investments are concentrated in the following issuers as of December 31, 2011 and 2010,

respectively:
December 31,

Issuer 2011 2010
U.S. Bank 18.5% 12.4%
Federal National Mortgage Association 8.2% —%
General Electric Credit Corporafion 7.6% — %
JPMorgan Chase Bank 7.1% 20.2%
Federal Home Loan Bank 5.4% 11.7%
— % 6.2%

Federal Home Loan Mortgage Corporation
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{4) Capital Assets

A summary of changes in the capital assets as of December 31, 2011 and 2010 is as follows:

NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jetsey)

Notes to Financial Statements
December 31, 2011 and 2010

December 31, Retivements/ December 31,
Classification 2010 Additions transfers 2011
Nondepreciable capital assets:
Land $ 718,214,302 33,532,972 — 751,747,214
Construction-in-progress 1,273,115,729 1,108,546,946 (431,619.917) 1,950,042,758
Total nondepreciable
capital assets 1,991,330,031 1,142,079,918 {431,619.917) 2,701,790,032
Depreciable capital assets:
Road bed 2,502,310,016 54,306,343 - 2,556,616,353
Road surface 483,093,754 154,786,283 — 637,880,037
Bridges 1,821,189,017 129,540,347 — 1,950,729,364
Buitdings and sound barriers 484,963,417 15,266,517 — 500,229,934
Equipment 643,289,703 77,720,427 — 721,010,130
Total depreciable
capital assets 5,934,845,901 431,619,917 — 6,366,465 818
Total capital
assels 7,926,175,932 1,573,699,835 (431,619,917) 9,068,255,850
Less accurnulated depreciation:
Road bed (589,016,0672) (25,252,504) — (614,268,576)
Road surface (344,577,561) (23,324,509) — (367,202,070}
Bridges (791,766,152) (39,302,591) — (831,068,743}
Buildings and sound barriers (233,945,534) (13,153,772) — {247,099,306)
Hquipment {212,306,024) (40,659,436) — {252,965,460)
Total accumulated
depreciation (2,171,611,343) (141,692,812) — (2,313,304,155)
Capitat assets, net $ 5,754,564,589 1,432,007,023 {431,619,91) 6,754,951,695
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December 31, Retirements/ Pecember 31,
Classification 2009 Additions transfers 2010
Nondepreciable capital assets:
Land $ 681,315,198 36,899,104 — 718,214,302
Construction-in-progress 662,412,230 846,966,427 {236,262,928) 1,273,115,729
Total nondepreciable
capital assets 1,343,727,428 883,865,531 {(236,262,928) 1,991,330,031
Depreciable capital assets:
Road bed 2,408,676,422 93,633,588 — 2,502,310,010
Road surface 420,486,589 62,607,165 — 483,093,754
Bridges 1,782,376,881 38,812,136 — 1,821,189,017
Buildings and sound barriers 478,272,712 6,690,705 — 484,963,417
Equipment 608,770,372 34,519,331 — 643,289,703
Total depreciable
capital assets 5,698,582,976 236,262,925 — 5,934,845,901
Total capital
assets 7,042,310,404 1,120,128,456 (236,262,928) 7.926,175,932
Less accumulated depreciation:
Road bed (564,903,522) (24,112,550) — (589,016,072)
Road surfice (332,988,595) (11,588,966) — (344,577,561}
Bridges (755,333,426) (36,432,726) s (791,766,152}
Buildings and sound barriers (221,144,904) (12,800,630} — (233,945,534)
Equipment (177,828 ,495) (34,477,529 — (212,306,024)
Totat accumulated :
depreciation (2,052,198,942) (119,412,401 — (2,171,611,343)
Capitai assets, nct $ 4,990,11 1,462 1,000,716,055 (236,262,928) 5,754,564,589

{5) Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses consist of the following as of December 31, 2011 and 2010:

December 31,

2011 2010
Vendors 148,567,546 217,146,162
Accrued salaries and benefits 11,618,660 12,728,808
Other accrued expenses 1,573,151 1,425,607
Total 161,759,357 231,300,577
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NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

{(6) Bond Indebtedness

Notes to Financial Statements
December 31, 2011 and 2010

As of December 31, 2011 and 2010, bond indebtedness consisted of the following:

Tumpike revenue bords:
Series 1991 C, subject to mandatory
redemption Jan, 1, 2016

Series 1991 D, subject to mandatory
redemption Jan. 1, 2017 and Jan. I,
2018 and optional redemption prior to
maturily in whofe or part af redemption
price of 100% plus accrued interest

Series 1992 B, Capital appreciation
bonds, not subject to redemption
prior to matunily

Series 2000 A, subject to optionat
redemption prior to maturily in
whole or part at redemption price
of 100% plus accrued interest

Series 2000 B-G, subject to mandatory
redempiion Jan. 1,2021 and Jan, 1,
2030 and optionat redemption prior
to maturily in whole or part at
redemption price of 100% plus
necrued interest

Series 2003 A, subject to optional
redemption prior to maturity
onfafier July I, 2013 in whole or part at
redemption price of 100% plus
accrued interest

Series 2003 B (Federally Taxable),
not subject {o redemption

Series 2003 C, subject 10 optional
redemption prior to maturity on any
interest payment date in whole or part
with mandalory redemptions
Jan, |, 2022 and Jan, t, 2023

Series 2004 B, Capilal appreciation
bonds, Growth and income securilies
term bond with sinking fund
redemption Jan. 1, 2031 through
Jan, I, 2035, subject to optional
redemption on/afier Jan. I, 2017
equal 1o 100% of acereted
value plus accrued interest

Series 2004 C-1, subject to optional
redemption prior to maturily Jan. 1,
2010 or any day thereafter,
at par plus accrued interest

Series 2004 C-2, not subject to redemption

December 31, December 31,
Interest rate Maturity 2011 2010
6.50% Jan. 1, 2016 $ 102,650,000 102,650,000
Variable
(1.85%at
Dec. 31,2011, 0.33%
at Dec. 31, 2010) Jan, 1,2018 371,600,000 371,000,600
Jan. [,2011
6.70% through 2012 5,400,000 10,455,588
5.10%10 6.00% Jan. 1,2013 21,125,000 124,555,000
Variable rate not to
exceed 10.60%
{0.175% to 0.438%
at Dec. 31, 2011;
0.595% to 0.840%
at De¢. 31, 2010} Jan. 1, 2030 400,000,000 400,000,000
Jan. 1, 2019 through
4.759% to 5.0% Jan. 1, 2036 788,815,000 788,815,000
Jan. |, 2004 through
1.15% to 3. L% Jan, §, 2016 609,520,000 609,520,000
Variable
{0.29% at
Dec. 31, 2011,
8.3%9%at
Dec. 31, 2010) Jan. 1, 2024 225,000,000 500,000,000
5.15% Jan. 1, 2035 141,149,119 134,152,038
4.50% Jan. 1, 2035 154,270,000 154,270,600
5.50% Jan, 1, 2025 132,850,000 132,850,000
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Tuempike revenue bonds, confinued:
Series 2005 A, subject to optional
redemption prior to maturity on/afler
Jan, 1, 2015 at redemption price plus
of 180% plus accrued interest
Not subject to optional
redemption prior to maturity

Series 2005 1B (Federally Taxable),
not subject to optional
redemption prier {o maturity

Series 2005 C, subject to optional

redemption prior o maturity

onvafter Jan, 1, 2015 at redemption

price of 100% plus accrued interest,

subject fo mandatory redemptions

between Jan, 1, 2026 and Jan. 1, 2030

Subject to oplional redemplion prior

to maturity on/after Jan. 1, 2015
at redemption price of 100% of
accrued interest, subject to
mandatory redemptions between
Jan. 1, 2031 and Jan. 1, 2035

Series 2005 D1-D4, (Federally Taxable
Converting fo Tax-Exempt)
convertible 1o tax-exempt on Jan. 1,
20069 through Jan. 1, 2013,
not subject to optional redemption

Series 2009 A, subject to optional
redemption prior to maturity on any
interest payment date in whole or
part with mandatory redemptions
between Jan. 1, 2020 and Jan, 1, 2024

Series 2009 B, subject to optional
redemption prior to maturity on any
interest payment date in whole or part
with mandatory redempions
between Jan. 1, 2020 and Jan. 1, 2024

Series 2009 C, subject to oplional
redemption prior to maturity on any
interest payment date in whole or part
part with mandatory redemptions
between Jan, 1, 2020 and Jan. 1, 2024

Series 2009 D, subject to oplional
redemption prior to maturity on any
interest payment date in whole or part
part with mandatory redemptions
between Jan, 1, 2020 and Jan. 1,2024

Series 2009 E, subject to optional
redemption prior to maturity enfafter
Jan. |, 2014 in whole or in part

Subject {o optional redemption
prior to maturity onfafter Jan. 1,
2019 in whole or in part

Notes to Financial Statements
December 31,2011 and 2010

December 31,

December 3%,

Interest rate Maturity 2011 2010
Jan. 1, 2019 through
5.00% Jan, 1, 2025 3 235,530,000 235,530,000
Jan. 1, 2026 through
5.25% Jan. 1, 2030 173,650,000 173,650,060
4.81% Jan. 1, 2019 32,500,000 32,500,000
5.00% Jan. 1, 2030 47,845,000 47,845,000
5.00% Jan, 1, 2035 48,035,000 - 48,035,000
5.25% Jan. 1, 2026 208,735,000 208,735,000
Variable
{0.09% at
Bec. 31, 2011; 0.34%
at Pec, 31, 2010} Jan. 1, 2024 92,500,000 92,500,000
Variable
{0.06% at
Dec. 31,2011, 0.27%
at Dec. 31, 2010) Jan, 1, 2024 50,000,000 50,000,000
Variable
(0.05% at
Dec. 31,2011, 0.31%
at Peg, 31, 2010) Jan. |, 2024 43,750,000 43,750,000
Variable
£0.05% at
Dec. 31,2011, 0.27%
at Pec, 31,2010) Jan, 1, 2024 43,750,000 43,750,000
5.00% Jan. 1,2028 75,600,000 75,000,000
5.25% Jan. 1, 2040 300,600,000 300,000,000
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December 31, December 31,
Interest rate Maturity 2011 2010
Turnpike revenue bonds, continued:

Series 2009 F, Term Bond, Federally

Taxable — Issver Subsidy — Build

America Bonds, subject to redemption

prior fo maturity at make-whole

redemption price, subject to mandatory

redemption on Jan. 1, 2037

theough Jan. |, 2040 7.414% Jan. 1,2040 $  1,375,000,000 1,375,000,000
Series 2009 G, not subject to redemption Jan. 1, 2017 and

prior to maturity 5.006% Jan, |, 2018 34,770,000 34,770,060
Series 2009 H, subject to optional

redemplion prior to maturity on/after

Jan. 1, 2019 in whole or part at Jan. 1, 2020 through

redemption price plus 100% Jan. 1,2024 and

acerted interest 5.00% and 4.25% Jan. 1, 2036 306,170,000 306,170,060

Series 2009 1, subject to optional
redemption prior te maturity on/after
Jan. 1, 2020 in whole or part at
redemption price plus 100%
acerued interest 5.00% Jan. 1, 2031 32,215,000 32,215,000
Subject to optional redemplion
prior to maturity onfafler
Jan. 1, 2020 in whole or part at
redemplion price plus
[00% acerued interest, subject fo
mandatory redemption on
Jan. 1, 2032 (hrough Jan, 1, 2035 5.00% Jan, 1, 2035 E45,790,000 145,790,000

Series 2010 A, Federally Taxable — Issuer
Subsidy Build America Bonds, subject
1o optional redemption prier to matuzity
at make-whole redemption price.
Subject to mandatery redemption on

Jan. 1, 2035 through Jan. 1, 2041 7.102% Jan. 1, 2041 1,850,000,000 1,850,000,000
Series 2011 A, 3.4486% with mandatory Variabte Jan. |, 2024
redemptions Jan, 1, 2022 and {0.85% at 225,600,000 —
Jan §, 2023 Dec. 31, 2011)
Series 2011 B, 3.4486% with mandatory Variable Jan, |, 2024
redemptions Jan. 1, 2622 and (0.85% at
Jan §, 2023 Dec. 31, 2011) 50,600,000 —
8,322,019,119 8,423,507,626

Additions and deductions for unamortized:

Bond premium 81,502,659 88,839,794
Bond discount (13,243,573 (15,210,828)
Deferred bond refunding costs (39,725,705} {39,213,611)

28,533,381 34,415,355

$  8,350,552,500 8,457,922,981
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On December 22, 2011, the Authority issued $225,000,000 of Series 2011 A and $50,000,000 of Series
2011 B Floating Rate Bonds under a Direct Purchase Agreement with Citibank, N.A. The bonds bear
interest at a floating rate equal to SIFMA plus 75 basis points, reset weekly, Interest on the bonds is paid
monthly, The purpose of the Series 2011 A and Series 2011 B bonds was to refund in whole the Series
2003 C-2 and Series 2003 C-3 bonds, The bonds mature on January 1, 2024 and have a mandatory tender
at par value on December 22, 2014, The total savings on the new bonds was approximately $16,002,000
when compared to the projected interest costs, liquidity facility costs and remarketing fees on the Series
2003 C-2 and Series 2003 C-3 bonds. The refunding resulted in a loss on defeasance of $2,724,810 in
2011, which is being amortized over the life of the new bonds. The existing Interest Rate Swap agreements
from the Series 2003 C-2 and Series 2003 C-3 bonds were amended to cover the Series 2011 A and Series
2011 B bonds (see note 7).

Bond Insurance

For the Series 1991 D bonds maturing in 2018, Series 1992 B bonds, Series 2000 A (other than the
Janvary 1, 2027 maturity), Series 2000 B-G, Series 2003 A-C, Series 2004 B-C and Series 2005 A-D
principal and interest payments are insured on the stated maturity and interest payment dates through
municipal bond insurance which totaled $3,056,888,132 and $3,470,338,168 as of December 31, 2011 and
2010, respectively.

In accordance with the Bond Resolution, the Authority, to meet the Debt Reserve Requirement may
maintain a surety bond or insurance policy payable to the Trustee in lieu of required deposits in the Debt
Reserve Fund. As of December 31, 2011 and 2010, the Authority maintained debt reserve insurance
policies to meet this requirement with a payment limit of $348,903,213, respectively. The Authority also
maintains investments with a fair market value of $406,168,240 as of December 31, 2011 and 2010,
respectively, to meet the Debt Reserve Requirement.

Interest Payments — Fixed Rate Debt

Interest payments on all fixed rate debt are payable semi-annually on July 1** and January 1* except for
Capital Appreciation Bonds,

Interest payments — Capital Appreciation Bonds

Interest on Capital Appreciation Bonds is not paid as current interest, but rather added to the face value of
the bond and paid at maturity.

The Series 1992.B bonds, which are capital appreciation bonds, were originally issued in the amount of
$30,016,972, and are reported, net of repayments, at their accreted value of $5,400,000 and $10,455,588 as
of December 31, 2011 and 2010, respectively, and mature annually from January 1, 2000 through
January 1, 2012 at accreted values aggregating $70,200,159.

The Series 2004 B bonds, which are capital appreciation bonds, were originally issued in the amount of
$101,279,755, and are reported at their accreted value of $141,149,119 and $134,152,038 as of
December 31, 2011 and 2010, respectively. The Series 2004 B bonds are subject to mandatory redemption
on January 1, 2031 through January 1, 2035 at 100% of the principal amount plus accrued interest,
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Interest Payments — Variable Rate Debt

Interest rates on variable rate debt, except for the Auction Rate Securities (see below) are reset weekly.
Interest is paid monthly, except for the Series 1991 D bonds which pay interest semi-annuaily on July 1%
and January 1%,

Auction Rate Bond Intferest

The Series 2000 B-G bonds were issued as auction rate bonds with interest rates not to exceed 10%. The
auction date for the Series 2000 B-G bonds generally. occurs every seven or thirty-five days. Interest on the
auction rate bonds accrues for each auction interest period and is payable in arrears on each succeeding
interest payment date. An interest auction period begins on, and includes, an interest payment date and
ends on (but excludes) the next succeeding interest payment date. The final interest payment date on the
Series 2000 B-G bonds is January 1, 2030,

Build America Bonds

The Series 2009 F bonds are designated as Federally Taxable, Issuer Subsidy Build America Bonds for
purposes of the American Recovery and Reinvestment Act of 2009, The Authority receives a cash subsidy
from the United States Treasury equal to 35% of the interest payable on the bonds. These cash payments
constitute pledged revenues under the Authority’s bond resolution. The Series 2009 F bonds are subject to
redemption prior to maturity at the make-whole redemption price which is equal to the greater of (i) 100%
of the principal amount of the bonds to be redeemed plus acerued and unpaid interest and (ii) the sum of
the present value of the remaining scheduled payments of principal and interest, discounted to the date on
which the bonds are to be redeemed on a semi-annual basis, assuming a 360 day year consisting of twelve
30 day months, at the adjusted Treasury Rate plus 50 basis points, plus accrued and unpaid interest. The
bonds are also subject to redemption prior to their maturity at the option of the Authority upon a material
adverse change to Section S4AA or 6431 of the Internal Revenue Code of 1986 pursuant to which the
Authority’s 35% cash subsidy payment is reduced or eliminated. In this case the redemption price is equal
to the greater of (i) 100% of principal amount of the bonds to be redeemed plus accrued and unpaid interest
and (ii) the sum of the present value of the remaining scheduled payments of principal and interest,
discounted to the date on which the bonds are to be redeemed on a semi-annual basis, assuming a 360 day
year consisting of twelve 30 day months, at the adjusted Treasury Rate plus 100 basis points, plus accrued
and unpaid interest. The Series 2009 F bonds are subject to mandatory redemption on January 1, 2037
through January 1, 2040 at 100% of the principal amount plus accrued interest,

The Series 2010 A bonds are designated as Federally Taxable, Issuer Subsidy Build America Bonds for
purposes of the American Recovery and Reinvestment Act of 2009, The Authority receives a cash subsidy
from the United States Treasury equal to 35% of the interest payable on the bonds. These cash payments
constitute Pledged Revenues under the Authority’s bond resolution. The Series 2010 A bonds are subject
to redemption prior to maturity at the make-whole redemption price which is equal to the greater of
(i) 100% of the principal amount of the bonds to be redeemed plus accrued and unpaid interest and (ii) the
sum of the present value of the remaining scheduled payments of principal and interest, discounted to the
date on which the bonds are to be redeemed on a semi-annual basis, assuming a 360 day year consisting of
twelve 30 day months, at the adjusted Treasury Rate plus 40 basis points, plus accrued and unpaid interest.
The bonds are also subject to redemption prior to their maturity at the option of the Authority upon a
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material adverse change to Section 54AA or 6431 of the Internal Revenue Code of 1986 pursuant to which
the Authority’s 35% cash subsidy payment is reduced or eliminated. In this case the redemption price is
equal to the greater of (i) 100% of principal amount of the bonds to be redeemed plus accrued and unpaid
interest and (ii) the sum of the present value of the remaining scheduled payments of principal and interest,
discounted to the date on which the bonds are to be redeemed on a semi-annual basis, assuming a 360 day
year consisting of twelve 30 day months, at the adjusted Treasury Rate plus 160 basis points, plus accrued
and unpaid interest. The Series 2010 A bonds are subject to mandatory redemption on January 1, 2035
through January 1, 2041 at 100% of the principal amount plus accrued interest.

Security

All bonds outstanding under the Bond Resolution, together with amounts owed under the interest rate swap
agreements, are secured on a parity by a pledge of net revenues of the Authority senior in priority to any
other Authority obligations secured by such net revenues.

Future Payments of Debt Service

The following table sets forth as of December 31, 2011, payments of principal (through sinking fund
installments) and interest to be made to the Debt Service Fund from the Revenue Fund on all outstanding
bonds of the Authority for the next five years and thereafter. Inferest on variable-rate debt and interest rate
swaps in the following table is based upon the variable-rates as of December 31, 2011.

Hedging
interest
Prineipal ‘ Interest rate swaps, net Total
December 31, .
2012 120,295,000 406,573,137 41,220,254 568,088,391
2013 132,975,600 401,688,054 41,221,254 575,884,308
2014 148,565,000 395,876,982 41,221,254 585,663,236
2015 164,205,000 389,620,960 41,221,254 595,047,214
2016 172,655,000 391,324,183 41,221,254 605,200,437
2017-2021 1,177,920,000 1,845,347,188 136,256,998 3,159,524,186
2022 - 2026 1,533,625,000 1,690,635,762 34,557,985 3,258,818,747
2027 - 2031 781,364,737 1,493,494,805 — 2,274,859,542
2032 - 2036 1,110,154,382 1,378,033,052 ——n 2,488,187,434
2037 - 2041 2,980,260,000 660,589,379 — 3,640,849,379
8,322.019,119 9,053,183,502 376,920,253 17,752,122,874
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Interest Expense

Interest expense was comprised of the following:

Year ended December 31,

2011 2010

Turnpike Revenue Bonds, Series 1991 C 6,672,250 6,672,250
Turnpike Revenue Bonds, Series 199t D 18,383,677 23,364,154
Turnpike Revenue Bonds, Series 1992 B 344,410 666,846
Turnpike Revenue Bonds, Series 2000 A 1,207,300 7,413,100
Turnpike Revenue Bonds, Series 2000 B -G 14,357,507 2,340,576
Turnpike Revenue Bonds, Series 2003 A 39,223,563 39,223,563
Turnpike Revenue Bonds, Series 2003 B 25,916,790 25,916,790
Turnpike Revenue Bonds, Series 2003 C 19,836,488 17,171,592
Turnpike Revenue Bonds, Series 2004 B 6,997,082 6,651,359
Turnpike Revenue Bonds, Series 2004 C 14,880,100 14,880,100
Turnpike Revenue Bonds, Series 2005 A 20,893,125 20,893,125
Turnpike Revenue Bonds, Series 2005 B 1,563,250 1,563,250
Turnpike Revenue Bonds, Series 2005 C 4,794,000 4,794,000
Turnpike Revenue Bonds, Series 2005 D 10,578,139 10,526,882
Turnpike Revenue Bonds, Series 2009 A 2,731,056 2,177,668
Turnpike Revenue Bonds, Series 2009 B 1,646,143 1,275,564
Turnpike Revenue Bonds, Series 2009 C 1,440,396 1,113,948
Turnpike Revenue Bonds, Series 2009 D 1,440,390 1,113,185
Turnpike Revenue Bonds, Series 2009 E (1) 19,500,600 19,500,000
Turnpike Revenue Bonds, Series 2009 F (1) 101,942,500 101,942,500
Turnpike Revenue Bonds, Series 2009 G 1,738,500 1,738,500
Turnpike Revenue Bonds, Series 2009 H 15,193,375 15,193,375
Turnpike Revenue Bonds, Series 2009 | 8,900,250 8,900,250
Turnpike Revenue Bonds, Series 2010 A (1) 131,387,000 5,839,422

Turnpike Revenue Bonds, Series 2011 A 223,579 e
Turnpike Revenue Bonds, Series 2011 B 49,684 —
471,840,554 340,871,999

Less GASB Statement No. 53 interest expense

adjustment for Series 2009 A-D and Series 2000 B-G (14,332,492) —
Less interest expense capitalized to projects (251,787,122) (129,669,602)
Net interest expense $ 205,720,940 211,202,397

(D) Includes capitalized interest expense paid from bond proceeds

Defeased Bonds

As of December 31, 2011 and 2010, the Authority has approximately $1,216,662,200 and $1,313,004,400,
respectively, of bonds outstanding which have been previously defeased in substance and are secured by
investments held by various escrow agents. The escrow accounts are invested in obligations of
U.S. Government agencies and are not controlied by the Authority. The bonds are considered extinguished
and accordingly, the assets and obligations are not reflected on the financial statements of the Authority.
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(7) Derivative Instruments

The fair value balances and notional amounts of derivative instruments outstanding as of December 31,
2011 and 2010, classified by type, and the changes in fair value of such derivative instruments for the year then
ended as reported in the accompanying financial statements are as follows (amounts in thousands; debit

{credit)):
Changes in Fair Value for year Fair Value
ended December 31, 2011 as of December 31, 2011
. Classification Amount Classification Amount Notional
Cash flow hedges:
Pay-fixed, receive-variable Interest rate
interest rate swaps Deferred outflow  $ 91,635 swap liabilities $ (141,401) 1,096,000
Pay-fixed, receive-variable  Investment Interest rate
interest rate swaps income 3 (12,940)  swap liabilities - $ — e
Investment derivatives:
Pay-fixed, receive-variable  Investment Restricted
interest rate swaps loss $ 62,1306 investiments $ (118,322) 400,000
Interest rate basis swap Investment Restricted
loss $ 2,175 investments $ — —
Changes in Fair Value for year Fair Value
ennded December 31, 2010 as of December 31, 2010
Classification Amount Classification Amount Notional
Cash flow hedges:
Pay-fixed, receive-variable Interest rate
interest rate swaps Deferred outflow  § 17,652 swap liabilitles $ (154,654) 871,000
Pay-fixed receive-variable Interest rate
interest ratc swaps ! Deferred inflow $ 10,228 swap assels $ 3,080 225,000
Investment derivatives: .
Pay-fixed, receive-variable  Investment Restricted
interest rate swaps loss $ 13,127 investments $  (56,186) 400,000
Interest rate basls swap Investment Restricted
income $ (4,096) investments $ 18,635 371,000

M neludes the fair value of at-the-market interest rate swaps from hybrid instruments (see page 44),

The fair values of the interest rate swaps were estimated using the zero-coupon method. This method
calculates the future net settlement payments required by the swap, assuming that the current forward rates
implied by the yield curve correctly anticipate future spot interest rates. These payments are then
discounted using the spot rates implied by the current yield curve for hypothetical zero-coupon bonds due
on the date of each future net settlement on the swaps.
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Objective and Terms of Derivative Instruments

The following tables display the objective and terms of the Authority’s derivative instruments outstanding
as of December 31, 2011 and 2010, along with the credit rating of the associated counterparty (amounts in

thousands):

December 31,2011
Notional Counterparty
TFype Objective anount Effcctive date  Maturity date Terms credit rating
Hedging derivative
instruments: Pay 5.6526%, receive 63%
Pay-fixed, receive-  Hedge of interest of LIBOR plus 20bp
variable interest rate risk on the LIBOR <3.5%; receive
rate swap Series 1991 D 4% of LIBOR if
bonds 371,000 Mar. 10,2011 Jan. 1, 2018 LIBOR > 3.5% AaAA-TAA-
Pay-fixed, receive-  Hedge of interest Pay 3.4486%, receive until
variable interest rate risk on the 171115, lesser of 63% of
rate swap Series 2003 C-1 LIBOR plus 20bp or bond
bonds 225,000 Jul, 9, 2003 Jan, I, 2024 rate; after 1/1/15 63% of Aa3AHA
LIBOR plus 20bp
Pay-fixed, receive-  Hedge of interest Pay 3.114%, receive until
vadable interest rte risk on the 1/1/16, lesser of 63% of
raie swap Series 2009 A LIBOR plus 20bp or bond
bonds 87,500 Feb. £2, 2009 Jan. 1,2024 rate; after 1/1/16 63% of AIAA
LIBOR plus 20bp
Pay-fixed, receive-  Hedge of interest Pay 3.294%, receive untit
variable interest rate risk on the - {H/16, tesser of 63% of
rate swap Series 2009 B LIBOR plus 20bp or bond
bonds 50,000 Feb. 11, 2009 Jan. 1, 2024 rate; aller #/1/16 63% of Aa3/AA-/AA-
LIBOR plus 20bp
Pay-fixed, receive-  Hedge of interest Pay 3.294%, receive until
variable interest ratc risk on the 1/1/16, lesser of 63% of
rate swap Series 2009 C [IBOR plus 20bp or bond
bonds 43,750 Feb. 11, 2009 Jan, 1,2024 rate; after 1/1/16 63% of Aa3/AA-JAA-
LIBOR plus 20bp
Pay-fixed, receive-  Hedge of interest Pay 3.294%, receive until
variable interest rate risk on 171716, lesser of 63% of
rate swap the Series 2009 LIBOR plus 20bp or bond
D bonds 43,750 Feb. 11, 2009 Jan, 1, 2024 rate; afler 1/1/16 63% An3/AA-TAA-
of LIBOR plus 20bp
Pay-fixed, receive-  Hedge of interest Pay 3.4486%, receive until
variable interest rate risk on the 174715, lesser 0f 63% of
rate swap Series 2011 A LIBOR plus 208p or bond
bonds 225,000 Dee. 22,2011 Jan. |, 2024 sate; after 1/1/15 63% of A2/MA
LIBOR plus 20bp
Pay-fixed, receive-  Hedge of interest Pay 3.4486%, receive until
variable interest rate risk on the 171715, Tesser of 63% of
rate swap Series 2011 B LIBOR plus 20bp or bond
bonds 50,000 Dec. 22, 20t Jan. 1, 2024 rate; after 1/1/15 63% of Al/AHA+
LIBOR plus 20bp
Invesiment derivative ’
instrumenis:
Pay-fixed, receive-  Hedge of interest Pay 4.312%, receive
variable interest rate risk on the 64.459% of S-year
rate swap Series 2000 B-G 240,000 Jan, 1, 2007 Jan. 1, 2030 LIBOR A2INA
bonds
Pay-fixed, reccive-  Hedge of interest Pay 4.312%, receive
varable interest rate risk on the 64.459% of S-year
rate swap Series 2000 B-G 160,000 Jan. 1, 2007 Jan, 1, 2030 LIBOR AadfAH/A
bonds
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December 31, 2010
Notional Counterparty
Type Objective amouwnk Effective date  Mnturily date Terms credit rating
Hedging derivative
instruments:
Pay-fixed, receive-  Hedge of interest
variable interest rate risk on the Pay 6.19%, receive 65%
rate swap Series [991 D bonds $ 371,000 Dec §8,1991  Jan, 12018 of LIBOR A3/BBB/A-
Pay-fixed, receive-  Hedge of interest Pay 3.4486%, receive until
variable interest rate risk on the 1/1/15, tesser of 63% of
rate swap Series 2003 C-1 LIBOR plus 20bp or bond
bonds 225,000 Jul, 9, 2003 Jan. 1, 2024 rate; alter 1/1/15 63% of
LIBCR plus 20bp Aad/A+HA+
Pay-fixed, receive-  Hedpge of interest Pay 3.4486%, receive until
variable inferest rade risk on the 11715, lesser of 63% of
rale swap Series 2003 C-2 LIBOR plus 20bp or bond
bonds 225,600 Jul. 9, 2003 Jan. 1, 2024 rate; after 1/1/15 63% of
LIBOR plus 20bp A2NA
Pay-fixed, receive-  Hedge of interest Pay 3.4486%, receive until
variable interest rate risk on (he 1/1/15, lesser of 63% of
rate swap Series 2003 C-3 LIBOR plus 20bp or bond
bonds 50,000 Jul. 9, 2003 Jan, 1, 2024 fate; afler 171/15 63% of
LIBOR plus 20bp AlAHA+
Pay-fixed, receive-  Hedge of interest Pay 3.114%, receive untit
variable interest rate risk on the 1/1/16, lesser of 63% of
rafe swap Series 2009 A LIBOR plus 20bp or bond
bonds 87,500  Feb, 12,2009  Jan. 1,2024 rate; after 1/4/16 63% of
LIBOR plus 20bp A2AA
Pay-fixed, receive-  Hedpe of interest Pay 3.294%, receive until
variable interest rate risk on the 1/1116, lesser of 63% of
rate swap Series 2009 B LIBOR plus 26bp or bond
bonds S0,000  Feb. 11,2009  Jan. [, 2024 rate; after 1/1/16 63% of
LIBOR plus 20bp Aad/AA-IAA-
Pay-fixed, receive-  Hedge of interest Pay 3.294%, receive until
variable interest ate risk on the 111786, tesser of 63% of
rate swap Series 2009 C LIBOR plus 20bp or bond
bonds 43,750 Peb. 11,2009  Jan.1,2024 rate; after 1/1/16 63% of
LIBOR plus 20bp AadAATAA-
Pay-fixed, receive-  Hedge of interest Pay 3.294%, receive until
varigble inferest rate risk on B/1/16, lesser of 63% of
rate swap the Series 2009 LIBOR plus 20bp or bend
D bonds 43,750 Feb. 11,2009 Jan, 1, 2024 rate; after 1/1/16 63% of
LIBOR plus 20bp Aa3/AA-TAA-
nvestment derivative
instruments:
Pay-fixed, receive-  Hedge of interest Pay 4.312%, receive
variable interest rate risk on the 64.459% of 5-year
rate swap Series 2000 B-G bonds 240,600 Jan, 1, 2607 Jan. 1, 2030 LIBOR AWAIA
Pay-fixed, receive-  Hedge of interest Pay 4.312%, receive )
variable interest rate risk on the &4 459% of S-year
rate swap Series 2000 B-G bonds 160,000 Jan. 1, 2007 Jan. 1, 2030 LIBOR Aad/AHAL
Interest rate Manage cash flows
basis swap with changes in Pay SIFMA, receive
intevest rates 371,000 Jan. 1, 2007 Jan. 1, 2018 86.815% BMA CMS AAA
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On January 7, 2011, the Authority entered into a termination agreement for the $371,000,000 Series
1991 D Interest Rate Swap with A1G. Under the terms of the agreement, AIG provided a 12.5% discount
from the market termination value of the swap, allowed the Authority to choose any date to establish the
termination value of the agreement prior to February 28, 2011 and gave the Authority until March 15, 2011
to make the termination payment. On January 14, 2011, the Authority set the termination value with AIG
at $101.6 million, resulting in a net termination payment to be made of $88.9 million, The savings to the
Authority was $12.7 million, The payment to AIG was made on March 14, 2011,

On February 3, 2011, the Authority terminated the $371,000,000 Interest Rate Exchange Agreement with
Morgan Stanley. On February 4, 201 1, the Authority received a termination payment of $16.5 million from
Morgan Stanley.

On March 14, 2011 the Authority entered into a replacement Interest Rate Swap with Barclays Bank for
the $371,000,000 Series 1991 D bonds. Under the terms of the replacement swap, the Authority will make
fixed interest payments of 5.6526%. The Authority will receive floating rate payments equal to 63% of
LIBOR plus 0.20% when LIBOR is less than 3.5% or 74% of LIBOR when LIBOR is equal to or greater
than 3,5%. The Interest Rate Swap will terminate on January 1, 2018, Barclays made an upfront payment
of $72.4 million on March 14, 2011, The Authority used this payment, along with the $16.5 million
payment received from the termination of the Morgan Stanley agreement to make the termination payment
to AIG.

On December 22, 2011 the Authority refunded the Series 2003 C-2 and Series 2003 C-3 bonds with
proceeds from the Series 2011 A and Series 2011 B bonds (see note 6). The Authority also entered into
amendments on its existing Interest Rate Swap agreements which hedged the Series 2003 C-2 and Series
2003 C-3 bonds, The amendment provides that the Series 2003 C-2 bonds will now hedge the Series
2011 A bonds, and the Series 2003 C-3 bonds will now hedge the Series 2011 B bonds. All other terms and
conditions of the Interest Rate Swap agreement were unchanged. No termination payments were required.

Risks

Credit risk: The Authority is exposed to credit risk on derivative instruments that are in asset positions, To
minimize its exposure to loss related to credit risk, it is the Authority’s policy to require counterparty
collateral posting provisions in its derivative instruments. These terms require full collateralization of the
fair value of derivative instruments in asset positions (net of the effect of applicable netting arrangements)
should the counterparty’s credit rating fall below BBB- as issued by Standard & Poor’s or Baa3 as issued by
Moody’s Investors Service, Collateral posted is to be in the form of U.S, Treasury securities held by a third-party
custodian, All of the Authority’s derivative investments provide for the netting of the value of asset and Liability
positions with the same counterparty upon termination.

There were no derivative instruments in asset positions as of December 31, 2011 and therefore no net
credit risk exposure, The aggregate fair value of derivative instruments in asset positions, excluding the fair value
of at-the-market interest rate swaps from hybrid instruments, as of December 31, 2010, was $18,635,125. This
represents the maximum loss that would be recognized at the reporting date if ali counterparties failed to perform
as contracted. This loss assumes, however, that collateral was not posted at the time the counterparties failed to
perform and does not consider the effect of netting provisions. The Authority has no net credit risk exposure after
consideration of collateral posted and netting arrangements,
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Although the Authority executes derivative instruments with various counterparties, one contract, comprising
100 percent of the net exposure to credit risk as of December 31, 2010, is held with one counterparty. That
counterparty is rated A2/A/A,

Basis risk: ‘'The Authority is exposed to basis risk on its pay-fixed, receive-variable interest rate swaps because the
variable-rate payments received by the Authority on these hedging derivative instruments generally are
based on a rate or index other than interest rates the Authority pays on its hedged variable-rate debt, which
is remarketed every 7 days, or in the case of its Auction Rate Securities, every 7 or 35 days. As of
December 31, 2011 and 2010, the weighted-average interest rate on the Authority’s hedged variable-rate
debt is 0.75 percent and 0.35 percent, respectively, while 63 percent of LIBOR plus 20 basis points is 0.3%
percent and 0,36 percent, respectively, and 64.459 percent of LIBOR is 0.82 percent and 0.17 percent,
respectively.

Termination risk: The Authority or its counterpatties may terminate a derivative instrument if the other
party fails to perform under the terms of the contract. If at the time of termination, a hedging derivative
instrument is in a Hability position, the Authority would be liable to the counterparty for a payment equal
to the liability, subject to netting arrangements.

Contingencies

All of the Authority’s derivative instruments include provisions that require the Authority to post collateral
in the event its credit rating falls below BBB as issued by Standard & Poor’s or Baa2 as issued by Moody’s
Investors Service. The $225,000,000, $225,000,000, and $50,000,000 notional value swaps that hedge the
Series 2003 C1, Series 2011 A, and Series 2011 B bonds, respectively, require collateral posting only if the
insured bonds rating falls below A as issued by Standard & Poor’s or A2 by Moody’s. The collateral
posted is to be in the form of U.S. Treasury securities in the amount of the fair value of derivative
instruments in liability positions. If the Authority does not post collateral, the derivative instrument may be
terminated by the counterparty. As of December 31, 2011 and 2010, the aggregate fair value of all derivative
instruments with these collateral posting provisions, excluding the fair value of at-the-market interest rate
swaps from hybrid instruments, is approximately $347,308,600 and $211,389,000, respectively. If the
collateral posting requirements were triggered as of December 31, 2011 and 2010, the Authority would be
required to post $347,308,600 and $230,024,000, respectively, in collateral to its counterparties. The Authority’s
credit rating is A+/A3; therefore, no collateral has been posted as December 31, 2011 or 2010,
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Hybrid Instrument Borrowings

The interest rate swaps hedging the Series 1991 D and Series 2009 A, B, C, and D bonds include fixed
rates that were off-market at the execution of the interest rate swaps. For financial reporting purposes these
interest rate swaps are considered hybrid instruments and are bifurcated between borrowings with an
aggregate original amount of $96,928,748 reflecting the difference between the fair value of the instrument
at its execution and an interest rate swap with a fixed rate that was considered at-the-market at execution.
Activity for the hybrid instrument borrowings for the year ended December 31, 2011 and 2010 was as

follows;

Hybrid Instrument Borrowings:
Series 2009 A
Series 2009 B
Series 2009 C
Series 2009 D
Series 1991 D

Hybrid Instrument Borrowings:

Series 2009 A
Series 2009 B
Series 2009 C
Series 2009 D

December 31, December 31, Current
2010 Additions Reductions 2011 portion

$ 8,047,543 — 631,788 7,415,755 648,065
5,409,788 — 421,103 4,988,685 432,655
4,747,762 — 370,577 4,377,185 380,547
4,754,862 — 371,595 4,383,267 381,498
— 72,410,001 — 72,410,001 9,821,566

$ 22,959,955 72,410,001 1,795,063 93,574,893 11,664,331
December 31, December 31, Current
2009 Additions Reductions 2010 portion

$ 8,596,560 — 549,017 8,047,543 631,738
5,775,192 — 365,404 5,409,788 421,103
5,069,471 — 321,709 4,747,762 370,577
5,077,525 — 322,663 4,754,862 371,595

$ 24,518,748 — 1,558,793 22,959,955 1,795,063

The following table sets forth as of December 31, 2011, payments of principal and interest on the hybrid
instrument borrowings for the next five years and thereafter. The total payments generaily reflect the
difference between the stated fixed rate of the hybrid instrument and the at-the-market fixed rate at the
execution of the instrument,

December 31,
2012
2013
2014
2015
2016
20172021
2022 2024

Principal Interest Total
$ 11,664,331 1,950,255 13,614,586
14,447,584 2,018,159 16,465,743
14,799,703 1,666,039 16,465,742
15,160,414 1,305,328 16,465,742
15,529,930 935,812 16,465,742
20,827,824 1,283,253 22,111,077
1,145,107 51,614 1,196,721
$ 93,574,893 9,210,460 102,785,353
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(8) Debt Compliance

The Revenue Requirement under Section 713(b) of the Turnpike Revenue Bond Resolution states that in
each calendar year, Net Revenues shall at least equal the Net Revenue Requirement for such year. Under
Section 101 of said Resolution, Net Revenues are defined as “...for any calendar year or other period of
time, the Pledged Revenues during such year or period less the amounts of the Operating Expenses for
such year or period.” The Net Revenue Requirement means with respect to any period of time, “an amount
equal to the greater of (i) the sum of Aggregate Debt Service, Maintenance Reserve Payments, Special
Project Resetve Payments and payments, if any, to the Charges Fund for such period or (i) 1.20 times the
Aggregate Debt Service for such period (excluding, for the purposes of clause (i} only, any payment due
and payable by the Authority under a Qualified Swap upon an early termination thereof).”

The net revenue tequirement was met under test (i) and (ii) above for 2011 and 2010 as follows:

2011 2010
()
Net revenue available for Debt Service $ 653,948,211 605,942,997
Less net revenue requirements computed under test;
(the sum of aggregate debt service, mainienance reserve, .
special project reserve and charges fund paynients) (521,582,247) (460,780,688)
Excess net revenue b 132,365,964 145,162,909
(i)
Net revenue available for Debt Service s 653,948,211 605,942,997
Less net revenue requirements computed under test:
{120% x aggregate debt service requirements of '$413,629,886
and $365,947,087 in 2011 and 2010, respectively) (496,355,863) {439,136,5006)
Excess net revenue $ 157,592,348 166,806,491

The debt service coverage ratio (Net Revenue divided by Debt Service) was 1.58 and 1.66 in 2011 and
2010, respectively.

(9) Changes in Long-Term Liabilities

Long-term liability activity for the years ended December 31, 2011 and 2010 was as follows:

December 31, December 31, Current

2010 Additions Reductions 2011 portion
Bonds payable, net $  8,457,922,981 282,341,494 (389,711,975 8,350,552,500 120,295,000

Potution remediation

liability 33,476,000 644,000 (3,030,000) 31,090,000 6,540,000
Self insurance 29,086,335 10,919,961 (10,060,424) 29,945,872 —
Arbitrage liability 3,409,532 179,864 — 3,589,396 —
Other liabilities 2,052,871 17,254,975 {2,379,105) 16,928,741 —
Compensated absences 24,814,553 20,652,174 {26,371,928) 19,094,799 3,707,329
Total $  8550,762,272 331,992,468 {431,553,432) 8.451,201,308 130,542,329
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December 31, December 31, Current

2009 Additions Reductions 2010 portion
Bonds payable, net $  6,714,382,096 1,857,318,205 (113,777,320) 8,457,922,981 108,830,000

Pollution remediation

liability 24,656,500 12,294,000 (3,474,500) 33,476,000 3,396,000
Self insurance 38,603,000 — (9,516,665) 29,086,335 —
Arbitrage liability 6,698,622 — (3,289,090) 3,409,532 —
Other liabilities 2,121,077 — (68,206) 2,052,871 e
Compensated absences 25,706,115 24,389,178 {25,280,740) 24,814,553 4,883,847
Total $  6,812,167410 1,894,001,383 (155,406,521) 8,550,762,272 117,109,847

(10) Pollution Remediation Obligations

The Authority accounts for its pollution remediation obligations (PRO) in accordance with GASB
Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations. As a result,
the Authority has recorded in the statements of net assets a PRO liability in the amount of $31,090,000 and
$33,476,000 as of December 31, 2011 and 2010, respectively, The Authority’s PRO liability is measured
based on the expected costs of future activities, estimating a reasonable range of potential outlays and
multiplying those outlays by their probability of occutring, The estimate of the liability does not include
cost components that are not yet reasonably measurable,

The Authority owns numerous properties with environmental issues that meet the criteria for “obligating
events” and disclosure under GASB Statement No. 49. The matfers relate to soil and groundwater
contamination at various facilities along the New Jersey Turnpike and Garden State Parkway including
maintenance districts, toll facilities, service areas and other Authority owned facilities. The following table
summarizes the Authority’s expected outlays and payments:

PRO at
December 31,
2011 2010
Maintenance districts b 794,500 565,000
Toll facilities 652,000 205,000
Service areas 17,271,000 20,373,000
Other facilities 12,372,500 12,333,000
Liability for pollution
obligations remediation $ 31,090,000 33,476,000
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(11) Pension and Deferred Conipensaticen

Permanent full-time employees of the Authority are covered by the Public Employces” Retirement System
of the State of New Jersey (PERS), a cost sharing, multiple employer public retirement system. The payroll
subject to pension for the Authority’s employees covered by PERS was approximately $147,000,000 and
$166,000,000 for the years ended December 31, 2011 and 2010, respectively. The Authority’s total payroll
for the years ended December 31, 2011 and 2010 was approximately $180,000,000 and $196,000,000,
respectively.

All Authority permanent full-time employees are required as a condition of employment to be members of
PERS. A member may retire on a service retirement allowance as early as age 60; no minimum service
requirement must be established. The formula for benefits is an annual allowance in the amount equal to
years of service, divided by 53, times the final average salary. Final average salary means the average of
the salaries (excluding overtime) received by the member for the last three years of creditable membership
service preceding retirement or the highest three fiscal years of membership service, whichever provides
the largest benefit. Benefits fully vest on reaching 10 years of service, Employees with 25 years of service
may retire at or after age 55 with full retirement benefits, The system also provides death and disability
benefits, Benefits are established by State statute,

Covered Authority employees are required by PERS to contribute a percentage of their salary. The
Authority is required by State statute to coniribute the remaining amounts necessary to pay benefits when
due. The amount of the Authority’s contribution is certified each year by PERS on the recommendation of
the actuary who makes an annual actuarial valuation. The valuation is a determination of the financial
condition of the retirement system. It includes the computation of the present dollar value of benefits
payable to former and present members and the present doliar value of future employer and employee
contributions, giving effect to mortality among active and retired members and also to the rates of
disability, retirement, withdrawal, former service, salary and interest.

The combined contribution requirements for the years ended December 31, 2011, 2010 and 2009 were
$26,328,926, $23,320,700 and $22,059,100, respectively. This consisted of employees’ contributions of
$8,406,417, $9,151,700 and $9,068,500 and employer’s contributions of $17,922,509, $14,169,000 and
$12,990,600 for the years ended December 31, 2011, 2010 and 2009, respectively. The percentage of
employee’s contribution rate as a percentage of covered payroll was 5.7% and 5.5% for 2011 and 2010,

respectively.

The Division of Pensions and Benefits issues a publicly available report that includes financial statements
and required supplementary information. That report may be obtained by writing to:

State of New Jersey

Division of Pensions and Benefits
P. O, Box 295

Trenton, NJ 08625-0295

Individual retiree benefits vary based upon class of employment, age, years of service, and the applicable
collective bargaining agreement in effect at the time of retirement.
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In 1980, the Authority established the Employees Deferred Compensation Plan. All permanent employees
are eligible to participate in the plan, which permits participants to defer annually a portion of their salary.
The Authority does not make any contributions to the plan,

Other Postemployment Benefits

The Authority provides medical, prescription drug, vision, dental and Medicare Part B reimbursement to
retirees and their covered dependents, in accordance with the terms of the applicable collective bargaining
agreements, The Authority maintains a single-employer, self-funded health plan administered by third
party claims administrators. All active employees who retire from the New Jersey Tutnpike Authority and
meet the eligibility criteria will receive these benefits. The plan does not issue a stand-alone report.

The Authority currently funds the cost to provide postemployment benefits on a pay-as-you-go basis, For
the years ending December 31, 2011 and 2010, approximately 160 and 174 retirees, respectively,
contributed to their healthcare cost into the Authority’s Indemnity program, in accordance with the
provisions of agreements in effect at the time of their retirement.

The Authority establishes and has the power to amend benefits and contribution obligations, subject to
collective bargaining agreements.

As required by the accounting standards of GASB Statement No. 45, Accounting and Financial Reporting
by Employers for Postemployment Benefits Other Than Pension, the Authority must report costs associated
with “other postemployment benefits” (OPEB). OPEB costs are actuarially calculated based on benefits
that current and retired employees have accrued as a result of years of service. The Standard sets the
method for determining the Authority’s postemployment benefits accrual, the Annual Required
Contribution (ARC), to include both the value of benefits earned during the year (Normal Cost) and an
amortizing of the unfunded actuarial accrued liability over a period not to exceed thirty years. The
amortization costs for the initial unfunded actuarial accrued liability is a level percentage of payroll, for a
period of 30 years, with an assumption that payroll increases by 3% per year,
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The following table shows the components of the Authority’s annual OPEB cost as of December 31, 2011
and 2010:

December 31,
2011 2010
(In thousands)
Annual required contribution (ARC) $ 78,895 % 68,071
Interest on net OPEB obligation 6,445 4,840
Adjustment to annual required contribution (6,403) (4,840)
Total annwal OPEB cost (AGC) 78,937 68,071
Contributions made 31,812 27,363
Inerease in net OPEB obligation 47,125 40,708
Net OPEB obligation, beginning of year 161,133 120,425
Net OPEB obligation, end of year $ 208,258 % 161,133

The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan and the net
OPEB obligation (NOO) the for years ending December 31, 2011, 2010 and 2009, respectively, were as
follows:

Percentage of

annual OPEB
Annual cost Net OPEB
Year ending OPEB cost contributed* obligation
(In thousands) (In thousands)
December 31, 2011 $ 78,937 403% $ 208,258
December 31, 2010 68,071 40.2 161,133
December 31, 2009 68,071 35.8 120,425

¥ Based on expected benefit payments plus Retiree Drug Subsidy fot the applicable year end.

At January 1, 2011, the actuarial accrued liability (AAL) for postemployment benefits earned was
approximately $1.2 billion, based on certain actuarial methods and assumptions. Since this liability has not
been pre-funded as of the valuation date, the unfunded actuarial accrued liability (UAAL) was $1.2 billion,
The AAL represents approximately 77% of the present value of all projected benefits.

The covered payroll (annual payroll of active employees covered by the plan) was $157.4 million, and the
ratio of the UAAL to covered payrolt was 774%.

The actuarial valvation date is January 1, 2011, Actuarial valuations involve estimates of the value of
reported amounts and assumptions about the probability of events in the future. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject to
continual revision as actual resulfs are compared to past expectations and new estimates are made about the

49 (Continued)




(13)

NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

future. The required schedule of funding progress presented as required supplementary information
provides multiyear trend information that shows whether the actuarial value of plan assets is increasing or
decreasing over time relative fo the actuarial accrued liability for benefits.

Actuarial Methods and Assumptions

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

For the most recent actuarial valuation dated January 1, 2011, the projected unit credit cost method was
used as the actuarial cost method. The actuarial assumptions included a 4% discount rate and an annual
healthcare cost trend rate of 9% medical and grading down to an ultimate rate of 5% after 8 years. For
prescription drug benefits, the initial trend rate is 10.0%, decreasing to a 5,0% long-term trend rate after
ten years, For Medicare Part B reimbursement, the trend rate is 5.0% and for dental benefits the trend is
5.0%., The amortization method used was the level percentage of payroll, for a petiod of 30 years, with an
assumption that payroll increases by 3% per year.

The required schedule of funding progress immediately following the notes to the financial statements
plesents multi-year trend information as of January 1, 2011 and whether the actuarial value of plan assets
is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits,

Risk Management and Self-Insurance

The New Jersey Turnpike Authority maintains a comprehensive insurance program, which affords various
coverages including but not limited to, umbrelfa tability (automobile, professional, and general), workers
compensation, excess workers compensation, major bridge/property insurance, employee medical benefits,
public officials liability, employment practices liability, crime insurance, and owner controlled insurance
programs (OCIP), The following table presents the amount of deductible and/or self-insurance retention
amounts and frequency in 2011 and 2010:

Type of Insurance Coverage Deductible/Retention

Umbrella Liability (automobile and police professional) $2,000,000 per occurrence
Umbrella Liability (general aggregate) $3,000,000 annually
Major Bridge/Property (NJ Turnpike Authority) $2,000,000 per occurrence
Major Bridge/Property (Garden State Parkway) $2,000,000 per occurrence
Employee Medical Benefits $300,000 per claim
Workers Compensation Not applicable — self funded
Excess Workers Compensation $750,000 per occurrence
OCIP (Interchange 6-9 Widening Project — general

and workers compensation) $500,000 per occurrence
OCIP (other construction projects — general

and workers compensation) $500,000 per occurrence

50 (Continued)




NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Notes to Financial Statements
December 31, 2011 and 2010

The umbrella, major bridge/property, and excess workers compensation insurance programs affords limits
of liability and amounts of insurance in excess of such self-insured retentions and/or deductibles to protect
the Authority against losses resulting from third-party liability, workers compensation, employers liability
and direct damage claims.

Coverages for public officials liability, employment practices liability, and crime insurance all contain
proportional ranges of self-insured retentions and/or deductibles, The OCIPs also provide other insurance
coverage for the benefit of the Authority and its contractors, subcontractors, consultants and subconsultants
at proportional ranges of self-insured retentions and/or deductibles. Both OCIPs afford limits of Hability
and amounts of insurance in excess of such self-insured retentions and/or deductibles to protect the
Authority against losses resulting from claims related to the various construction contracts.

Claim liabilities are recorded when it is probable that a loss occurred and the amount of that loss can be
reasonably estimated. The liabilities include a provision for case reserves as well as incurred but not
reported and future development of known cases. The following tables present the changes in claims
liabilities for the years ended December 31, 2011 and 2010:

December 31, Change in December 31,
2010 estimate Payments 2011
General liability $ 3,248,748 3,005,576 (2,837,733) 3,416,591
Auto liability 1,102,153 35,922 (50,871) 1,087,204
Workers’ compensation 24,735,434 7,878,463 (7,171,820) 25,442,077
Total $ 29,086,335 10,919,961 (10,060,424) 29,945,872
December 31, Change in December 31,
2009 estimate Payments 2010
General liability $ 6,880,000 (3,126,914) . (504,338) 3,248,748
Auto liability 1,353,000 (161,207} (89,640) 1,102,153
Workers® compensation 30,370,000 317,218 (5,951,784) 24,735,434
Total $ 38,603,000 (2,970,903) (6,545,762) 29,086,335

(14) Blended Component Unit —~ Garden State Arts Foundation, Inc.

The Garden State Arts Foundation, Inc., (formerly known as the Garden State Arts Center Foundation) was
established in 1984 pursuant to the provisions of Title 15A, Corporations-Non-Profit, of the New Jersey
State Statutes. The purpose of the Foundation is to receive contributions from the public or other entities,
engage in such fundraising activities as the members deem appropriate, fund and administer an annual
scholarship program to provide scholarships to students pursuing an undergraduate degree with a
performing arts concentration at four-year New Jersey colleges and universities, support the study of
performing arts in New Jersey and support educational and charitable activities. The Foundation provides
free entertainment at the PNC Bank Arts Center and various outreach locations throughout the State of
New Jersey for New lJersey’s senior citizens, school children, and other deserving residents, The
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Statement of Net Assets

Assets

Current assets:

Contributions receivable - restricted

Total current assets

Noncurrent assets:
Contributions receivable - restricted

Total assets
Liabilities

Accounts payable and accrued expenses

Total labilities
Net Assets

Expendable - restricted by donor agreements
Unrestricted

Tatal net assets

52

$

903,738
75,000

978,738

217,165

1,195,903

6,000

6,000

292,165
897,738

1,189,903

Foundation’s members include the Commissioners of the New Jersey Turnpike Authority. The Foundation
is qualified as a tax-exempt organization as defined by Section 501(¢)(3) of the Internal Revenue Code.

Prior to 2011, the Foundation transferred funds annually to the Garden State Cultural Center (GSCC) Fund
of the Authority to administer the free programming and festivals produced at the PNC Bank Arts Center
facility as well as several locations throughout the State of New Jersey. On May 24, 2011, the GSCC Fund
was dissolved by board action of the Commissioners of the New Jersey Turnpike Authority and as such,
the Foundation is now directly funding and producing the free programming and festivals.

The condensed statement of net assets and statement of revenues, expenses, and changes in net assets of
the Foundation as of and for the year ended December 31, 2011 is as follows:
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Notes to Financial Statements
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Statement of Revenues, Expenses, and Changes in Net Assefs

Operating revenues:

Contributions $ 853,140

Advertising revenue 4,000

_ Total operating revenues 857,140

Operating expenses:

Thomas H. Kean Scholarship Fund 25,000

Other operating expenses 582,252

Total operating expenses 607,252

Operating income 249,888
Nonoperating revenues (expenses):

Interest income 377

Transfer from Garden State Cultural Center Fund 827

Prior year recoveries 3,947

Total nonoperating revenues 5,151

Change in net assets 255,039

Net assets, beginning of year ' 934,864

Net assets, end of year 3 1,189,903

(15) Litigation

The Authority is a party to various legal actions and regulatory reviews arising in the ordinary course of its
operations (including investigations and remediation of existing and projected action level environmental
conditions). While it is not feasible to predict the ultimate outcome of these actions and reviews, it is the
opinion of management that the resolution of these matters will not have a material adverse effect on the
Authority’s financial statements and sufficient funds are expected to be available to satisfy any payments
required in connection therewith.

The Authority is a defendant in several lawsuits arising from its operations and is contract with the New
Jersey State Police for provision of police services on the Turnpike. The contract includes an
indemnification provision requiring the Authority to defend and indemnify State troopers, the State Police
and the State under certain circumstances. The Authority, under the indemnification provisions of the
contract, may be responsible for a State trooper’s liability for negligent acts, but not for intentional
wrongful acts beyond the scope of employment. The Authority belicves, if any, not covered by insurance,
would not materially affect the financial condition of the Authority.
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In May 2005, the New Jersey Department of Environmental Protection (NJDEP) instituted litigation
against three firms which had generated chromium ore processing residue. The Authority was not named
as a defendant in such litigation by the NJDEP, In March 2006, the Authority was named as a third party
defendant by one of the firms as a result of the Authority’s ownership of certain parcels impacted by the
residue. The Authority is working with the NJDEP to remediate conditions at three affected sites with the
understanding that, by doing so, it will not have any responsibility for additional sites. Although the
Authority cannot predict the ultimate cost of this remedial work, it does not believe that the cost of such
remedial work will have a materially adverse effect on the operations or finances of the Authority. The
Authority has recorded an estimate of the PRO liability in the statement of net assets for the three sites of
$12,000,000 (see note 10). The estimate does not include cost components that are not yet reasonably
measurable.

Soil and/or groundwater contamination found on off-site properties that resulted from or is inferred to be
the result of operations conducted at Parkway facilities may lead to litigation by others against the
Authority, Claims for reimbursement of remediation costs filed by the parties undertaking remediation
activities at these properties may be forthcoming. As a result, it may be necessary to undertake, fund or
reimburse others for remediation activities at properties where the contamination has been discovered. The
ultimate cost, if any, of these potential liabilities is unknown at this time.

Commitments and Contingent Liabilities

The Authority has open commitments related to construction contracts totaling approximately
$1,672,191,400 and $1,608,468,000 as of December 31, 2011 and 2010, respectively. This work relates to
the Authority’s $7 billion Capital Improvement Program and will be completed over the next several years.

Under the terins of an agreement dated April 27, 1984 and amendments dated August 1, 1995 and
March 27, 2000, the Authority agreed to make annual payments to the State of New Jersey to assist in
transportation purposes. These payments are $22 million annually and are due until all obligations of the
New Jersey Transportation Trust Fund Authority, as set forth in the 2000 Amendment, are paid for or such
payment has been provided for. The payments are made from the General Reserve Fund and are
subordinate to debt service payments on all outstanding bonds and all other obligations under the
Authority’s General Bond Resolution. On March 28, 2011, the Authority entered into an amendment to the
second amendment to the State Agreement which prowded for a $3.6 million one-time additional payment
payable by June 30, 2011.

The Authority had entered into an agreement, dated November 24, 2009, with New Jersey Transit
Corporation (NJ Transit) pursuant to which the Authority was obligated to contribute up to $1.25 billion
towards the costs of a project undertaken by NJ Transit in cooperation with the Port Authority of New
York & New Jersey and known as “Access to the Region’s Core” (the ARC Project). On October 27, 2010,
the Governor cancefled the State’s participation in the ARC Project and instructed NJ Transit to orderly
wind down and close the ARC Project. On November 30, 2011 the Authority and NJ Transit entered into a
formal termination of the November 24, 2009 agreement.
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Under the terms of a State Transportation Projects Funding Agreement dated September 30, 2011, the
Authority agreed to make annual payments to the State of New Jersey for the development of state
transportation projects. These payments total $60 miltion in calendar 2011, $331 million in calendar 2012,
$324 million in calendar 2013, $324 million in calendar 2014, $324 million in calendar 2015 and $162
million in calendar 2016. The agreement terminates on June 30, 2016, The payments are made from the
General Reserve Fund and are subordinate to debt service payments on all outstanding bonds and all other
obligations under the Authority’s General Bond Resolution,

Liquidity Facilities

The foilowing Series of the Authority’s Outstanding Bonds bear interest at a variable rate and currently
have a credit and/or liquidity facility associated with them:

Final Provider of Facility
Series of Maturity Facility Credit/Liguidity Expiration
Bonds Date Amount Facility Date
Series 1991 D 01/01/2018 & 393,422,959 Societe Generale 01/01/2018
Series 2003 C-1 01/01/2024 225,000,000 West LB AG 12/15/2015 W
Series 2009 A 01/01/2024 93,533,973 JPMorgan Chase Bank, NLA., 02/10/2012 @
Series 2009 B 01/01/2024 50,821,918 PNC Bank, National Association 02/10/2012 @
Serles 2009 C 01/01/2024 88,380,822 The Bank of Nova Scotia 02/11/2013
Series 2009 D 01/01/2024 88,880,822 The Bank of Nova Scotia 02/11/2013
Totat $ 940,540,494 :

 Grandfathered agreement.
@ jpMorgan Chase Bank and PNC Bank, National Association have extended the maturity of their respective
letters of credit to 2/10/2015 (see note 17).

On or prior to the expiration date of the credit and/or liquidity facility relating to each Series of Bonds
described above (other than the Series 1991 D Bonds), the Authority will be required to (i) renew the
existing credit and/or liquidity facility relating to such Series of Bonds, (ii) procure a reptacement credit
and/or liquidity facility for such Series of Bonds, or (iii) issue Refunding Bonds to refund and refinance
such Series of Bonds. The failure of the Authority to renew existing credit and/or liquidity facilities or
obtain replacement credit and/or liquidity facilities for one or more Series of such Bonds could require the
Authority to issue Refunding Bonds at substantially higher rates of interest than the Authority currently
pays on such Bonds. Additionally, the failure of the Authority to renew or procure new credit facilities for
one or more Series of such Bonds could result in an acceleration of the maturity of such Bonds,
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(17) Subsequent Events

On January 1, 2012, the Authority entered into a First Amendment to the Reimbursement Agreement with
JPMorgan Chase. Under the terms of the Amendment, the expiration date of the Direct Pay Letter of Credit
for the Series 2009 A bonds was extended until February 10, 2015,

On January 25, 2012, the Authority entered into a First Amendment to the Reimbursement Agreement with
PNC Bank, National Association. Under the terms of the Amendment, the expiration date of the Direct Pay
Letter of Credit for the Series 2009 B bonds was extended until February 10, 2015,

On March 27, 2012, the Authority’s commissioners approved the Series 2012 Turnpike Revenue Bond
Resolution (2012 Resolution). The 2012 Resolution authorizes the issuance of up to $1,250,000,000 of
refunding bonds if in the best interest of the Authority. The Series 2003 A bonds, Series 2004 C-1 bonds,
Series 2005 C bonds and Series 2009 E bonds are fixed rate bonds, portions which have the opportunity to
produce present value savings in excess of 3% under current market rates. The 2012 Resolution also
authorizes the Authority to reduce its total costs on the Series 1991 D variable rate bonds by either
obtaining a bank letter of credit to support these bonds, refund these bonds and issue alternate form
variable rate debt, convert these bonds to another interest rate mode which does not require a liquidity
facility, terminate, amend or replace the existing Interest Rate Swap Agreements on these bonds, or issue
fixed rate debt. Finally, the liquidity provider on the Series 2009 C and Series 2009 D variable rate bonds
is exiting the business and is not expected to extend the maturity date on the letter of credit beyond the
current maturity date of February 11, 2013. The 2012 Resofution authorizes the Authority to obtain a bank
letter of credit to support the Series 2009 C and Series 2009 D variable rate bonds.
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NEW JERSEY TURNPIKE AUTHORITY
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Required Supplementary Information {Unaudited)
Schedule of Funding Progress — Other Postemployment Benefits Plan

Schedule

December 31,2011
Actuarial Unfunded
accrued Unfunded actuarial
liability — actuarial accrued
Actuarial projected unit accrued Covered liability as a
value of assets credit [tability Funded payroll pereentage of
(in thousands) {in thonsands) (in thousands) ratio (in thousands) - covered payroll
Valuation date (] () (b)(a} (a}/(b) {c) (b) - (a)/(c)
01/01/2007 $ — 866,029 3 866,029 — % 134,993 642%
01/01/2009 — 982,555 082,555 — 134,589 730%
01/01/2011 — 1,218,866 1,218,306 — 157,396 774%

See accompanying independent auditors’ report.
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Schedule 5

NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Schedule of Net Revenue Requirement
Years ended December 31, 2011 and 2010

Test f:
Total operating revenues

2011

2010

$  1,032,434,889

1,033,743,174

Build America Bonds subsidy 81,665,325 37,723,673
Total investment income 12,272,123 14,495,017
Less earnings on construction investments (47,535) {(1,854,502)
Arts Center 3,059,003 3,007,805
Total pledged revenues 1,129,383,805 1,087,115,167
Less Revenue operating expenses (475,435,594) (481,172,170)
Net revenue available for debt service 653,948,211 605,942,997
Less net revenue requirements:
Interest expense - debt service (293,334,886) (257,117,088)
Principal payment — debt service (120,295,000) (108,830,000)
Revenue transfer to charges (4,570,361) (4,218,000)
Revenue transfer to maintenance reserve (68,465,000) (58,500,000)
Revenue transfer to special project reserve (34,917,000) (32,115,000}
Excess net revenies $ 132,365,964 145,162,909
Test 2:
Total operating revenues 3 1,032,434,889 1,033,743,174
Build America Bonds subsidy 81,665,325 37,723,673
Total investment income 12,272,123 14,495,017
Less earnings on construction investments (47,535) (1,854,502)
Arts Center 3,059,003 3,007,805
Total pledged revenues 1,129,383,805 1,087,115,167
Less Revenue operating expenses (475,435,594) (481,172,170)
Net revenue available for debt service 653,948,211 605,942,997
Less 1.2 times aggregate debt service (496,355,863) (439,136,500)
Excess net revenues $ 157,592,348 166,806,491
Debt service coverage ratio 1.58 1.66

See accompanying independent auditors’ report,
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NEW JERSEY TURNPIKE AUTHORITY
{A Component Unit of the State of New Jersey)

Schedule of nvestments

Schedule 6A

Pecember 31, 2011
Interest Par Carrying
rate Maturity value value
Revenue:
Repurchase agreements 0.02% — 0.05% 14412 - 124012 § 59,256,000 59,251,346
Commercial paper 0.01%— 0.55% 1/4/2012 39,000,133 38,999,763
98,250,133 98,251,109
Consiruction:
Repurchase agresments $.03%-0.10% 1/3/12 - 1/5/12 160,756,655 160,757,534
Comuuercial paper 3.01% - 0.75% 1/5/12 - 8/10/12 93,280,527 93,285,661
Cettificates of deposit 0.39% - 1.00% 314712 - 11415712 626,746,259 628,087,799
Federal National Morigage
Association (FNMA) 0.00% 17312012 97,000 97,000
Federal agency investmenis 0.12% - 0.50% 2/2/12 - 10/30/12 67,074,000 67,165,836
Investment with coupon interest - FNMA {1,38% — 0.63% 9/24/12 - 12/28/12 132,339,000 133,022,717
New Jersey cash management fund 0.03% 1/3/12 165,097,394 165,102,227
Variable rate demand bonds 0.06% — 1.60% 8/1/12 - 1071541 28,400,000 28,413,644
1,274,284,835 1,275,932,418
Maintenance Rescrve:
Commercial paper 0.01% — 0.65% 1/3/12 - 2/3/12 31,200,374 31,198,348
31,200,374 31,198,348
Special Project Reserve:
Repurchase agreenents 0.04% - 0.05% 1/6/12 - 241112 9,000,000 4.000,173
Commercial paper 0.14% - 0.22% 1312 - 2F1012 19,000,000 18,998,121
28,000,000 27,998,294
General Reserve:
Repurchase agreements 0.03% 1/3/12 - 1/5/12 36,000,000 30,000,075
Commercial paper 0.10%—0.15% 1/3/12 - 1/16/12 56,000,000 55,999,061
Federal Home Loan Mortgage
Corporation {FHLMC) 0.18% 5//12 3,583,000 3,580,832
Investment with coupon interest - FHLB, FNMA 0.50% - 0.70% 513113 - 9/26/13 55,000,000 55,062,389
144,583,000 144,642,357
Charges:
Commercial paper 0.01% - 0.15% 1/3/12 1,256,813 1,256,808
1,256,813 1,256,808
Debt Service:
Commercial paper 8.01% - 0.15% 143412 128,429,810 128,429,264
Federal Home Loan Bank (FHLB) 0.05%—0.09% 1/3/12 72,792,000 72,791,731
FHLMC } 4.00% 1/3/12 1,400,000 1,400,000
FNMA 0.00%—0.13% 1/3/12 238,000 237,999
Investment with coupon interest - FHLB 1.63% 06/14/13 1£,745,000 11,936,811
New Jersey cash management fund 0.03% —0.30% H3/2 126,421,515 126,423,316
341,026,325 341,219,121
Debt Reserve:
Centificates of depesit 2.26%—3.23% 4129/14 - 1/13/15 406,168,240 409,764,187
406,168,240 409,764,187
Fotal $§  2,324,769,720 2,330,262,642

Above is the detail of investments listed on the Schedule of Net Assets — Reconciliation of Bond Resolution to GAAP

{Schedule 2) for Total Bond Resolution,

See accompanying independent auditors’ report,
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Schedule 63
NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New Jersey)

Schedule of Invesiments

December 31, 2010
Interest Par Carrying
rate Maturity value value
Revenue:
Federal Home Loan Bank (FHLB) 0.01% - 0.12% 1/5/2011 $ 33,550,000 33,549,943
Repurchase agreements 0.10% - 0.12% 1/5/11 - 1/5/11 34,251,392 34,250,892
Commereial paper 0.01%-0.12% 1/5/11 - 1726/41 12,735,061 12,734,805
80,536,453 80,535,640
Construction:
FHLB 0.01%-0.10% 1/5/11 - 3/23/11 108,826,000 108,812,814
Federal Home Loan Mortgage
Corporation (FHLMC) 0.02%--0.15% 113711 - 4/18/11 100,339,000 100,294,376
Repurchase agreements 0.15% 1/3/11 665,524,448 665,527,221
Commercial paper 0.15% - 0.20% 16/t - 1/26/11 72,402,916 72,399,185
Certificates of deposit 0.20% 2/14/11 24,489,957 24,496,352
U.S. Teeasury 0.04% - 0.06% 1311 - 113411 1,067,881,000 1,067,866,940
New Jersey cash management fund 0.22%-0.23% 1/3/11 155,685,797 155,707,560
Variable rate demand bonds 0,23%-1.21% 8/1/11 - 10/1/41 91,170,000 91,191,840
2,286,319,118 2,286,296,288
Maintenance Reserve:
Commercial paper 0.07% 177111 13,100,203 13,100,050
FHLB 0.01% 1/6/11 6,500,000 6,499,991
19,600,203 19,600,041
Special Project Reserve:
Repurchase agreements 0.12% 1/6/11 - 117111 20,000,350 20,000,117
20,000,350 20,000,117
General Reserve:
FHLB 0.06% - 0.12% 1771t - 5/25/11 143,595,917 143,578,305
Repurchase agreements 0.09% - 0.50% 1/3/11 - 32¥/11 102,000,427 102,004,340
' 245,596,344 245,582,645
Charges:
FHLB 0.01%—0.01% 1/3/11 144,000 144,000
FHLMC 0.01% —0.10% 173/11 685,000 684,998
Federal National Mortgage Association
(FNMA) 0.10% - 0.10% 1/3/11 101,000 100,999
930,000 929,997
Debt Service:
FHLB 0.00% —0.06% 1/3/11 91,551,000 91,550,830
FHLMC 0.01%-0.21% 1/3/11 101,597,000 101,596,155
U.S, Treasury 3.99% 1371 12,039,170 12,279,051
New Jersey cash management fund 0.22% 1/3/11 60,790,986 60,802,267
265,978,156 266,228,303
Debt Reserve:
Certificates of deposit 2.26%-3.23% 4/29/14 - 1/13/15 406,168,240 407,726,221
’ 406,168,240 407,726,221
Total §  3,325,128,864 3,326,899,252

Above is the detail of investments Jisted on the Schedule of Net Assets ~ Reconciliation of Bond Resolution to GAAP

{Schedule 2) for Total Bond Resolution.

See accompanying independent auditors’ report.
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JP Morgan Chase:
Revernue
Construction
Maintenance reserve

Bank of America:
Revenue
Construction

‘Welts Fargo:
Revenue
Special project reserve
General reserve

Citibank:
Revenue

Bank of New York Mellon:
Revenue

TD Bank, NA:
Revenue

Tetal Subject to Pledged Securilies

Bank of New York Mellon:
Construction;
General reserve
Charges
Debt service

Toll Collection and Other Imprest Funds:
Revenue

Total Subject to Bond Resolution

TD Bank, NA:
Garden State Cullural Center
Garden State Aris Center Foundation

NEW JERSEY TURNPIKE AUTHORITY
(A Component Unit of the State of New JFersey)

Schedule 7

Schedule of Depositories
December 31, 2011 and 2010
2011 2010
Market value Market value
of securities of securities
pledged to pledged fo
Book Bank secure Book Bank secure
balance balance deposits balance balance deposils
$ 138,878,640 105,630,782 126,335,226 102,312,634
13,391,418 400,002 5,001,144 500,003
446,047 1,063,841 4,064,304 4467919
152,716,105 107,094,625 163,370,639 135,400,674 107,280,556 110,441,587
20,812,277 21,071,606 24,383,879 30,472,484
349,749 420,819 362,124 1,063,961
21,162,026 21,492 425 40,086,739 24,746,003 31,536,445 42,960,106
10,250,797 8,319,988 3,508,349 2,783,505
6,167,103 26,600 6,823,045 26,147
10,640,086 14,812,142 10,679,384 14,932,237
27,057,986 23,158,130 22,034,746 21,010,778 12,742,489 29,518,857
86,000 91,085 394,000 381,983
86,000 91,085 — 394,000 381,983 —
137.209 706,823 224,829 274,456
137,209 706,823 304,784 (D) 224,829 274,456 425,292
200,836 503,831 260,987 500,977
200,036 503,831 1,511,310 200,987 500,977 1,499,985
201,359,362 153,046,919 § 227,308,218 181,677,271 157,716,906 § 184,845,827
50,065 90,065 {2} 63,455 88,454 2)
183,377 215,877 {2} — —

1,272 1,272 2 2,620 2,621 2)
682,546 10,092 2) 565,060 515,383 (2)
957,260 317,306 631,135 606,458
293,096 — 291,096 —

293,096 — 291,096 —

§ 202,609,718 153,364,225 $ 182,899,502 158,323,364
— s 822 822

903,738 903,738 830,311 830,511

$ 203513456 154,267,963 $ 183,730,835 159,154,697

Above is the detail of cash listed on the Schedule of Net Assets — Reconciliation of Bond Reselution to GAAP (Schedule 2)

(1} The Bank of New York Mellon's Pledged Securities at December 31, 2011 did not cover the bank balance due to a bank error.

On January 3, 2012 the bank balance was $210,766, as the ermor was comrected,
(%) Funds held by Trustee and are exeingd from collateeal requirements.

See accompanying independent auditors® repert.
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NEW JERSEY TURNPIKE AUTHORITY
ADMINISTRATION BUILDING - 581 MAIN STREET
P.O. BOX 5042 - WOODBRIDGE, NEW JERSEY 07095
TELEPHONE (732) 750-5300
WWW.STATE.NJ.US/TURNPIKE



