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Maine Turnpike Authority
Credit Update

Summary
Maine Turnpike Authority's (MTA or the authority: Aa3 stable) credit profile reflects the
turnpike's continued solid financial operations, active financial management and limited
plans for additional debt issuance in the medium term. The credit profile considers the
continuous traffic increase for five years in a row, providing revenue growth and stability,
maintenance of strong debt service coverage ratios (DSCRs) and liquidity, despite no rate
increases since 2012 and no additional rate increases in the foreseeable future.

The special obligation bonds, rated A2, are subordinate to the senior revenue bonds and lack
a dedicated debt service reserve account. Mitigating this lack of a reserve is the manageable
level of annual debt service for the special obligation bonds and the fact that payment
is treated as a credit towards the required annual transfers to the Maine Department of
Transportation (DOT).

Exhibit 1

Historical transactions and revenue performance from 2008-2018
Transactions at an all time record level in 2018 and steady revenue growth since last toll increase in 2012
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Source: Moody's Investors Service, Maine Turnpike Authority

Credit strengths

» Traffic and revenue growth for five years in a row 2014-2018, continuing in the Q1 of
2019 at 3.99%

» Stable financial operations with sound historical and projected total DSCRs around 2.00x
on a net revenue basis in the medium term

» Established system with a long stable history of steady growth in traffic and revenues;
record high total transactions, above 88 million, in fiscal year 2018

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1169538
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» Last toll increase in fiscal 2012 and steady period of traffic and revenue growth since 2014 are expected to be sufficient to support
both operations and a large portion of capital program in the medium term without further increases. Competitive toll rates provide
room for future increases if needed

» Manageable capital improvement plan with no planned additional debt until 2025

Credit challenges

» Significant seasonality in traffic patterns reflects reliance on discretionary tourist traffic, which has displayed mild volatility in
economic downturns

» State economy is weaker in comparison to other Northeastern states. Weak demographics, aging population, a tepid housing
market as well as job and income growth that are expected to continue to lag the Northeast and nation will impact transaction
volume and revenue growth in the long run

» Less than twelve months' debt service reserve on the revenue bonds and no debt service reserve for the special obligation bonds

Rating outlook
The stable outlook reflects the expectation of steady traffic and revenue growth during the year, and maintenance of strong credit
metrics

Factors that could lead to an upgrade

» A significant and continuing increase in traffic and revenue that translates into sustainable higher than historical DSCRs and
increased liquidity levels

» The continuation of the authority's sound financial record and capital planning

Factors that could lead to a downgrade

» Declines in traffic and revenue, such that total net revenue DSCR falls below 1.75x on a sustained basis

» A drop in days cash on hand (inclusive of the reserve maintenance fund) below one year

» Significant increase in leverage without a commensurate increase in revenue flows

Key indicators

Exhibit 2

Historical performance 2014-2018 shows continued transaction growth with stable and strong credit metrics

Maine Turnpike Authority                     

2014 2015 2016 2017 2018

Total Transactions 75,270 79,223 83,330 85,797 88,158

Total Transactions Annual Growth (%) 3.43 5.25 5.18 2.96 2.75

Debt Outstanding ($'000) 428,820 404,155 385,455 365,625 494,985

Adjusted Debt to Operating Revenues (x) 3.32 3.38 3.25 3.05 3.71

Days Cash on Hand 336 266 302 296 398

Senior Lien Debt Service Coverage by Net Revenues (x) 2.11 2.42 2.55 2.52 2.43

Total Debt Service Coverage By Net Revenues (x) 1.97 2.18 2.29 2.27 2.20

Source: Moody's Investors Service, Maine Turnpike Authority

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Profile
The authority is a 110-mile roadway that runs from the New Hampshire border to Augusta, ME, the state capital, through many of
the state's largest cities; it is the primary highway link between Maine and the rest of the United States. The 45-mile section between
the New Hampshire (Aa1, General Obligation rating, stable) border and Portland, ME (Aa1, General Obligation Rating, stable) - the
most populated and wealthiest region of the state - has very limited competition from local Route 1. However, the turnpike does face
competition from I-295 which provides a limited-access, non-tolled alternative to the turnpike between Portland and Augusta. While
I-295 bypasses Auburn, ME (Aa3, General Obligation rating, negative) and Lewiston, ME (Aa2, General Obligation rating), it provides
better access to popular tourist destinations along the coast between Bath and Penobscot Bay. As a result, during fiscal 2018, the
Authority earned about 40% of its toll revenue from the York toll, the first toll barrier past the New Hampshire border.

Detailed credit considerations
Revenue Generating Base
The authority is heavily reliant on discretionary tourism-related traffic that peaks during the summer months. In fiscal 2018,
transactions during the month of August, the busiest month for the turnpike, were 76% greater than February, the slowest month.
Despite the typical sensitivity to tourism-related traffic to economic conditions, traffic has demonstrated stability during previous
downturns, in part because much of Maine's tourism comes from nearby wealthy New England states, which makes it less sensitive to
economic fluctuations. Additionally, according to Moody's Economy.com (MEDC), Maine's tourism industry is expected to grow in the
near-term.

Over the past 30 years, the authority has experienced few traffic or revenue declines. In fiscal 2018, transactions increased for the fifth
year in a row, reaching 88.5 million. The increase in transactions is primarily due to continued low prices of gasoline as well as general
economic recovery. The 5-year compound annual growth rate (CAGR) in transactions from 2014-2018 was 3.20% per year.

In fiscal 2018, electronic tolling accounted for 77.1% of collected toll revenue transactions versus 59% in fiscal 2010. Electronic tolling
through E-ZPass was first implemented in 2005. In efforts to increase electronic toll collections, the authority provides significantly
reduced transponder prices at $10 a piece, and a volume based monthly discount that provides E-ZPass account holders with a 25%
discount for 30-39 trips per month and 50% discount for 40 or more trips per month. Discounts are applied automatically at the end
of each month and the program is open to all in-state E-ZPass users.

Based on the toll revenue study completed by CDM Smith in 2017, transactions on the turnpike are expected to grow at an average of
1.6% until 2050. Starting in 2026, transaction growth rates are expected to oscillate around 1.7% and then gradually decline to 1.3%
in 2036 before stabilizing there until 2047. Fiscal 2018 transactions of 88.2 were higher than projected transactions of 87.7 million, and
fiscal 2019 transactions are expected to be 89.6 million. Total transactions in Q1 2019 grew by 3.99% relative to the same quarter in
the prior year.

Maine has generally lagged behind the nation in employment growth over the past decade, but demonstrated less volatility than other
states during the recession. As of January 2019, the state's unemployment rate remained below the national average at 3.5%, and has
hovered between 3.7% and 3.2% since September 2016. However, these low levels of unemployment are offset by a fairly stagnant
labor force. MEDC expects that a wave of retirements in the coming year will put downward pressure on private service providers and
factory payrolls. Maine's economic expansion is currently sustained by job gains in key manufacturing and health-care. Despite these
gains, the public sector is downsizing, health-care job growth is decelerating, and, in the long run, renewed population loss and a low-
skill labor force will keep the state behind the Northeast and the nation.

Financial and Operating Position
Toll revenues increased by 1.74% to $138.4 million in fiscal year 2018 over fiscal 2017, mainly driven by transaction growth of 2.75% for
the year. This stable trend is expected to continue in FY 2019.

Senior and total DSCR for fiscal 2018 were 2.93x and 2.66x on a bond ordinance basis. On a Moody's calculated net revenue basis,
which deducts maintenance perennial expenses from net revenues, senior DSCR was 2.43x and total DSCR (senior + subordinate) was
2.20x for fiscal 2018, respectively. Both senior and total DSCR declined in FY 2018 from FY 2017 levels due to increased debt service
and leverage from the $150 million Series 2018 bond issuance.
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Debt to operating revenues increased somewhat in FY 2018 to 3.37x in fiscal 2018 versus 2.54x in fiscal 2017 while debt plus adjusted
net pension liability (ANPL) to operating revenues was 3.71x in fiscal 2018 versus 3.05x in fiscal 2017. The increase was a result of the
previously mentioned bond issuance in early 2018.

The last toll increase was in 2012 and the authority has no plans to increase toll rates until 2031 in order to meets its capital program
and maintain stable metrics, in particular given the continued traffic growth over the past five years. The authority has no plans to issue
debt until 2025.

LIQUIDITY
The authority had 398 days cash in FY 2018 relative to the 296 days cash in FY 2017. The increase is primarily due to an increase in the
authority's discretionary reserves after issuing revenue bonds for general turnpike purposes. Days cash on hand is below the sector's
Aa3 median of 812 days for 2017.

The authority also has a $20 million letter of credit with the Bangor Savings Bank which expires on December 31, 2019. The letter of
credit is secured solely by the Authority's revenues on a subordinated basis to outstanding bond and additional bonds to be issued on a
series basis. There was no outstanding balance as of December 31, 2018.

The authority's debt service reserve requirements are fully cash funded. As of December 31, 2018, the cash funded reserve fund balance
was $19.94 million. In addition, the authority has outstanding sureties with Assured Guaranty Municipal Corp. (A2 Stable) equal to
$1.78 million which will terminate on the earlier of the date on which no Series 2004 are outstanding and July 1, 2030. Moody's
views the current one-half of MADS reserve requirement to be relatively weaker than that of comparable toll facilities with 12-month
reserves. This less than standard level of DSRF is partially mitigated by the requirement for the DSRF to be increased to the maximum
annual debt service in the event debt service coverage for the two preceding fiscal years is less than 2.0x.

Debt and Other Liabilities
DEBT STRUCTURE
As of December 31, 2018 the authority had $467.43 million in revenue bonds outstanding comprised of the Series 2004, 2008, 2009,
2012, 2014, 2015 and 2018 revenue bonds, all rated Aa3. Additionally, MTA has $27.56 million outstanding in Series 2014 special
obligation bonds rated A2, with Series 2008 having been fully repaid in 2018. The authority's ability to issue revenue and subordinated
debt is capped at $636 million, with a remaining availability of $168.57 million as of fiscal 2018.

DEBT-RELATED DERIVATIVES
The authority does not have any debt related derivatives

PENSIONS AND OPEB
The authority's long-term defined benefit pension and health care liabilities are not a major factor in our assessment of its credit
profile. Moody’s adjusted net pension liability (ANPL) in fiscal 2018 was about $52.2 million, compared to the authority's reported net
pension liability of $10.6 million. Moody's adjusts the reported pension liabilities of entities that report under governmental accounting
standards to enhance comparability across rated issuers. Unfunded pension liabilities have only a nominal impact on the authority's
financial metrics given its total debt outstanding of approximately $495 million.

Under governmental pension accounting, liabilities are discounted using an assumed rate of investment return on plan assets. Under
our adjustments, we value liabilities using a market based discount rate for high quality taxable bonds, a proxy for the risk of pension
benefits.

Management and Governance
MTA's 5-year capital improvement plan through 2022 focuses on bridge and pavement rehabilitation, bridge replacement and the
mainline widening project. Upcoming projects include the replacement of the Warren Avenue Overpass (both northbound and
southbound) and the Exit 45 Interchange reconstruction, which are expected to be completed in 2020 and 2022, respectively.
Construction on the York Toll Plaza replacement began in November 2018, with Reed & Reed of Woolwich, ME serving as the
contractor; construction is expected to last three years. The Authority is also expected to begin construction on the new West Gardiner
Toll Plaza in 2019, the last toll plaza to be updated to open road tolling (ORT), which is expected to be completed in 2022.
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The authority completed the Portland Area Mainline feasibility study and received board approval for the mainline widening in
September 2018. The project will add one lane in each direction to the mainline and is expected to be bid on in 2020 with permits
currently pending. The estimated cost for construction is $29 million with completion scheduled for 2022.

The fiscal 2018 operations and maintenance report by HNTB, the engineer consultant, reported that the turnpike continues to
be operated in an efficient and effective manner and has been maintained in good condition. All of its 183 bridges and 18 spans
were assessed to be in need of some repairs or minor repairs, but their structural safety is not jeopardized at present. The report
recommended that the authority deposit $14.1 million into the Capital Improvement Fund for 2019 projects.

The authority also maintains a reserve maintenance fund in the amount of $93.3 million as of year-end 2018, in order to pay for
ongoing repair and rehabilitation projects, maintenance, turnpike rehabilitation, insurance, emergency repairs, remediation of
deficiencies and other perennial costs and selected capital projects, as well as a source of funds in case of an unanticipated loss of
revenues. Moody's views this as a credit positive as it allows the Authority to better manage its cash flows throughout the year.

Rating methodology and scorecard factors
The grid is a reference tool that can be used to approximate credit profiles in the toll road sector in most cases. However, the grid is
a summary that does not include every rating consideration. Please see our Publicly Managed toll roads and Parking Facilities Rating
Methodology for information about the limitations inherent to grids. The Aa3 rating assigned is the same as the scorecard indicated
outcome.

Exhibit 3

Publicly Managed Toll Roads and parking Facilities Scorecard
FY 2018

Factor Subfactor Score Metric 

Market Position Asset Type Aa

Competitive position and environemnt Aa

Economic Strength and Diversity of Service Area Aa

Performance Trends Annual Revenue A $147.40 

Operating Track Record and Revenue Stability Aa

Ability and Willingness to increase rates Aa

Leverage and Coverage Debt Service Coverage Ratio Aa 2.20x

(Debt+ANPL) to Operating Revenues Aa 3.71

Notching Considerations Notch 

1. Debt Service Reserve Fund (DSRF) -0.5

2. Open Flow of Funds -0.5

3. Days Cash on Hand 

4. Asset Ownership and Financing Structure 

5. Leverage Outlook 

Scorecard Indicated Outlook Aa3

Source: Moody's Investors Service
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