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INDEPENDENT AUDITORS' REPORT

To the Honorable Chairperson and Members of
New Jersey Transportation Trust Fund Authority
A Component Unit of the State of New Jersey

We have audited the accompanying financial statements of the governmental
activities, cach fund, and the aggregate remaining fund information of New Jersey
Transportation Trust Fund Authority (the "Authority"), a component unit of the State
of New Jersey, as of and for the year ended June 30, 2010, which collectively
comprise the Authority's basic financial statements 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
audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of internal control over
financial reporting 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 includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the governmental activities, and each fund,
of the Authority as of June 30, 2010, and the changes in the financial position thereof
for the year then ended in conformity with accounting principles generally accepted
in the United States of America.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)

In accordance with Government Auditing Standards, we have also issued our report dated
October 29, 2010, on our consideration of the Authority's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

The management's discussion and analysis on pages 5 to 8 is not a required part of the basic
financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America. We have apphied certain 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.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Authority's basic financial statements. The schedule of cash receipts and
disbursements on page 23 is presented for purposes of additional analysis and is not a required part
of the basic financial statements. The schedule of cash receipts and disbursements has not been
subjected to the auditing procedures applied in the audit of the basic financial statements, and
accordingly, we express no opinion on it.

) aﬁfﬁﬁu“"‘?&' C
@&%fm Gl Hoenont
October 29, 2010




INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Chairperson and Members of
New Jersey Transportation Trust Fund Authority
A Component Unit of the State of New Jersey

We have audited the accompanying financial statements of the New lJersey
Transportation Trust Fund Authority's (the "Authority"), a component unit of the
State of New Jersey, as of and for the year ended June 30, 2010, and have issued our
report thereon dated October 29, 2010. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority's internal control
over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements but not for the purpose
of expressing an opinion on the effectiveness of the Authority's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the Authority's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does
not allow management or employees in the normal course of performing their
assigned functions, to prevent, or detect and correct misstatements on a timely basis.
A material weakness is a deficiency, or combination of deficiencies. in internal
control, such that there is a reasonable possibility that a material misstatement of the
entity's financial statements will not be prevented, or detected or corrected on a
timely basis.

Our consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT

AUDITING STANDARDS (CONTINUED)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of Authority members, the finance

committee, management, others within the Authority, and the State of New Jersey and is not
intended to be and should not be used by anyone other than those specified parties.

October 29, 2010



NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

MANAGEMENT'S DISCUSSION AND ANALYSIS

Manacement's Discussion and Analysis
g

As financial management of the New lJersey Transportation Trust Fund Authority (the "Authority"), we
offer readers of these financial statements this narrative overview and analysis of the financial activities
of the Authority as of and for the year ended June 30, 2010. This discussion and analysis is designed to
assist the reader in focusing on the significant financial issues and activities and to identify any
significant changes in financial position. We encourage readers to consider the information presented
here in conjunction with the financial statements as a whole.

Financial Highlights

The Authority disbursed $1,725,395,510 to the Special Transportation Fund of the State of New Jersey
to fund statewide transportation system improvements during the fiscal year. This was an increase of
15% from the prior year. The term "net assets” refers to the difference between assets and liabilities.
At the close of fiscal year 2010, the Authority had a net deficit of $367,144,411, as compared to net
assets of $26,962,361 at June 30, 2009. This decrease in net assets was caused by the increased bond
funding of statewide transportation system improvements.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority's financial
statements, which are comprised of the basic financial statements and the notes to the financial
statements. The Authority is a single program government that combines government-wide and
governmental fund financial statements. This report also contains required supplementary information
concerning the Authority's cash flow for the fiscal year.

Basic Financial Statements

The basic financial statements are designed to provide readers with a broad overview of the Authority's
finances in a manner similar to that which would be used by a private-sector business.

The statement of net assets and governmental funds balance sheet presents information on all of the
Authority's assets and liabilities, with the difference between the two reported as net assets. Over time,
increases and decreases in net assets may serve as useful indicators of whether the financial position of
the Authority is improving or deteriorating. Net assets increase when revenues exceed expenses.
Increases to assets without corresponding increases to liabilities result in increased net assets, which
indicate an improved financial position.

The statement of activities and governmental funds revenues, expenditures and changes in fund balance
presents information showing how a government's net deficit changed during the fiscal year. All
changes in net deficit are reported as the underlying event oceurs, regardless of timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only result
in cash fiows in future fiscal periods.



NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the basic financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
supplementary information concerning the Authority's flow of cash for the fiscal year.

Financial Analysis

Net assets (deficit) may serve, over time, as a useful indicator of the Authority's financial position. In
the case of the Authority, liabilities exceeded assets by $367,144,411 at the close of the most recent
fiscal year.

The largest portion of the Authority's net deficit reflects its investments in current assets (e.g., accounts
receivable, cash and cash equivalents and investments) less any related bonds outstanding and
accounts payable. The Authority's current assets are restricted in use for payment primarily for state
transportation costs and bond issues outstanding.

Percentage
Years Ended Change
June 30. 2010 Jupe 30, 2009 June 30. 2008 2010-2009
Accounts receivable $11,514,907,881 § 10,611,133,295 $§ 9,193,076,405 9
Cash and equivalents 249,060,953 424,693,446 293,822,721 (41)
Investments 59,012 31,844 88,805 85
Deferred loss on refunding on
bonds 9,759,287 9,089,679 8,223,541 7
Unamortized bond discount 21,737,978 16,323,963 - 33
Unamortized bond issuance cost 107,472,875 114.233.065 108234243 (6)
Total Assets 11,992,997 986 11,175.505.292 9.603.445.715 7
Accrued interest payable 20,613,249 19,515,453 16,762,799 6
Accounts payable - State of New
Jersey 384,396,398 207,421,888 246,982,044 85
Accounts payable - other 181,574 19,466 - 833
Bonds payable:
Due within one year 314,285,600 281,170,000 266,705,000 12
Due after one year 11,167,122,881 10,223,042,295 8,892,871.,405 9
Unamortized bond premium 383.543.295 417,373,829 428,662 817 (8)
Total Liabilities 12.270.142.397 11.148.542.931 9.851.984.065 9
Net Assets {Deficit) Restricted for:
Debt Services 290,549 262,581 316,314 11
Deferred Charge (265,186,404) (297.242.57%) (328,967.832) (1D
Payment of state transportation
system cost (102.248.556) 323.042.355 80.113.168 (132)
Net Assets (Deficit) $ (367.144411) § 26962361 $  (248.538.350) (988)




NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Percentage
Years Ended Change
June 30, 2010 June 30, 2009 June 30, 2608 2010-2009
Revenues
State appropriations
Motor fuel taxes $ 483,000,000 F 483,000,000 §$ 483,000,000 -
Commercial vehicle fees and
taxes 400,000,000 400,000,000 400,000,000 -
Toll road authority 12,000,000 12,000,000 12,000,000 -
Interest income and investment
refurn 1,916,436 5,374,555 24,348,352 (6d)
Amortization of bond premium
and discount 33.142.068 33.947.426 33.044.665 {2)
Total Revenues 930,058,504 934321981 952.393.017 (1)
Expenses
Operating expenses and financial
costs 48,264 71,007 968,485 (32)
State transportation costs 1,725,395,510 1,497.018,844 1,429,280,164 15
Debt Service
Bond interest expense,
including amortization of
bond issuance costs 300,782,283 448,869,731 410,978,498 12
Bond interest expense, capital
appreciation bonds 101.612.225 72,365,327 59,665,032 40
Total Operating Expenses 2,327,.838.282 2,018.324.909 1,900.892.179 9
Deficiencies of revenues over
expenses (1,397,779,778)  (1,084,002,928) (948,499,162) 17
Other financing sources
Garvee bond debt service
reimbursement 5,281,000 5,737,250 6,171,750 (8)
Build America Bond Credits 11.616,420 - - 100
Total other financing sources 16.897.420 5,737.250 6,171.750 195
Change in Net Deficit {1,380,882,358)  (1,078,265,678) (942,327.412) 16
Net Assets (Deficit), Beginning
of Year 26,962,361 (248,538,350 (306,895,970} (111)
Current year bond activity, net 086,775,586 1.353.766.389 1.000.685.032 (27
Net Assets (Deficit), End of
Year $ (367144411 % 26962361 $ (248538350} (988)




NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Significant and Subsequent Events

As of June 30, 2010, the Authority had $11,481,407,881 in bonds outstanding, as compared to
$10,504,212,295 in the prior fiscal year, an increase of 9.30%. There was new debt incurred by
the Authority in the amount of $1,156,753,361 during fiscal year 2010. A total of $281,170,000
in bond principal was retired by the annual debt service payments during the fiscal year.

The Authority has issued no bonds nor entered into any credit agreements subsequent to the close
of fiscal year June 30, 2010,

The following information summarizes the changes in debt between the fiscal year 2010, 2009 and
2008:

Percentage
Years Ended Change
June 30. 2010 June 30, 2009 June 30, 2008 _2010-2009
Bonds Payable $11.481.407.881 §10,504.212.295 §$9,159.576.405 9

More detailed information about the Authority's bonds payable 1s presented in Note D of the
financial statements.

The current re-authorization of the Authority is set to expire on June 30, 2011, and is in need of
legislative approval beyond June 30, 201 1.

Contacting the Authority's Financial Management

This financial report is designed to provide the New Jersey citizens, investors and creditors with a
general overview of the Authority's finances and to demonstrate the Authority's accountability to
the State of New Jersey and bondholders. If you have questions about this report or need
additional financial information, you can contact the New Jersey Transportation Trust Fund
Authority at 1035 Parkway Avenue, P.O. Box 600, Trenton, NJ 08625-0600 or visit its website at
www.state.nj.us/ttfa.



SIRLAlR]S [BIOUBLII 03 $310U 99§

986 /66 0611 I1c08LE0COLII § S96619C8¢C & 6FS06C § 9Ité6ctcese  §
OTIFvPIL9E) CIATINY (200856 10T) 675 06¢ CHRTZaOE
OSTIT c01) - (9SS 8FCC0L) - (6¢C8F 0D
(F0F°981°592) {(FOr 981°592) - - -
6v506T - 675067 675067 -
L6CTPTOLT ¢l SCP 195 G881 L6 LLSHYE - L6 LIST3E
C6C EFS £8E S6C LHS E8E - - -
188°TTI°L91 T I88°CTILOLLL - - ~
000°S8TP1E 000°S8TFIE - - -
¥LS 181 - 7LS 181 - PLS181
86£°96E°F8¢ - 86£°96E V8L - 86£°965 7S¢
6YTE19°0T § 6FT°E19°0T ¢ - § - g - $
986766206 [1$ (cOSLE0T9TT § S966197C8C & 6vS06T § Sl oecec8c  §
SIS LY LOT CISTIV L1 - - :
8LE'LELTTT 8L6°LEL°1T - - -
L8T65L%6 L8T6SL6 - - -
T10°6S - Z10°68 Z10°6S -
£56°090°64T - £$6'090°6%T LESTIET 91+ 678°8YT
185,06 FISTIL S 198°L0F ISF 1T §  000°005°¢s ¢ - ¢ 000°005°€E $
SJOSSY 19N {(H 210N) Spuil g 4sa) pumn 4
JO Rues syaunsnipy [BIUSUHLIDACD)  Spun.j IayiQ) ANURAIY
B0 rewadg
0107 “0¢ suny

(Kastop MaN JO 21818 2 Jo yun weuodwo) v)
ALDIOHLAV ANOA LSNUL NOLLVLHOdSNVILL AUSHHE MHN

(11013(Y) S19S8Y 1aN/SeouR[RY PUN] pUR SAUPIGRLI] [BI0L
(noua(]) SISSY JoNy/SIDUB[RY pUn] [BIO]
150D SWRISAS uoeLIodsuRE 218)S JO JUOWARJ

sad1ey)) paiare
OIAIRS 1G9(J
10§ peIoLIIsY

(LIDLIAM SLASSY LAN/STONVIVE N4

SOIHIQRIT [BI0],

wniwaid puoq pazipoursu()

A auo Jeye an(l

oA U0 UM ang
ajqeAed spuog wosAs nonerodsuer ],
10 - sjqeied sjumoaoy
ADSIOf MaN JO MBS - ojqeded spumodoy
sjqesed 1sa11ul ponIIOY

SHILLIITIEVI

$1988Y [B10],
$1S0D QOUEBNSSI PUOQ PIZILIOWRL)
JUNOISTP PUO( PIZILIOWRUL
SPUOq JO Furpunyal uo $50] paLia(]
SIUDUHISOAU]
syuajealnbs pue yse)
ADSIO[ MBN JO 81B1S ~ O[QBAIB0D) SIUNOIOY

S.LHSSV

LAAHS HONVIVA SANNT TVINIWNTIAOD ANV SEASSY LN 40 INHWNALVLS



SHIQUIDIR]S [BIDUBUIY O] §210U 99§

TIrvrL295) S (h0F 981590 ¢ (Z008S6 101  § 65068 ¢ (9SS8PT20T)
98C°CLL 986 985 CL986 - - -

[9€°796°9T (SLS°THTL6T) 96 P0TFIE 185°29C SSETHEETE
(85£°788°08<° 1) (SIF'61L°7S6) (£F6'T91°9TF) 896°L7 (116°061°9TF)
0y L6891 (S6CZ61 091 1) CSISFO0LITT 6SCLTVIL £7¢ 16 0T

- §Fe L Eveel) - cpeel)
0ZF919°11 - 0T 91911 0TH 91911 -

- - - TLI969°LYL (TL1°969°L¥L)
000°I8T°S {000°085°6) 000° 19811 000°198° 11 -

- £79°790%9 (£79°790°9) - (£79°790°9)

(19€°€5L961°1)

19€°€52795T°T

[9€°€5L°961°]

(BLL6LLLOE )

086°LLY SOT

(§SL7LSTEO9T)

BTOSYIvLL)

(Fe1 Tl 6l8)

T8T8ETLCEC (TI6SEE L) P61l FLT 005 ¢ COZ VEL FLL 686 65V SCL ]
STe 19101 CCLLI9T0l - - . -
£87°78L700S £98°17T°L 0T 095 CoF 0TV 095 coF -
- (000°0L1°18T) 000°0L1°18¢T 000°0L1°18C -
016°66E°6TL°] - 018°C6E°6TL ] - OIS S STL
9T 8y - T 8 S8L°¢ 6LV
05 8507056 Qo0 rTEE L7 916 963 185°88% CCRI7E 968
8O0 Cr1 £L gO0Trl €E - - -
9Et'916°1 - 9€1°916°1 185°98¢ G681 TE
000°000°T1 - 000°000°C1 - 000°000°C1
000°000°00% - 000°000°001 - 000°000°00F
000°000°¢87 $ - £ 000°000°¢8h § - $ 000°000°C8Y
SSTATIOY {H 510N SPUTY asa) pUrL]
,wo uzmﬁoﬁpw mgzvﬁm‘ma@{ ~§E®E~£®>OO mmucs ,m .550 ®3m®>oM
[e101 [eroadg
010T “0¢ sung

Ieak Jo puy

10U ‘AJIATION PUOQ ToA JUAL)

IeaA Jo Surumdey
1ID1JOp 12U/00UB[BY pUn
SJOSSE Jau/a0URIRY pUng Ul 28uRy))

(s951) $22IN08 TUWOURBUL] JOYI0 [B10]
asuRNSst JO 150
1Ipa1)) Spuog BoLIDWY Pling
SOMIAIIOR [BUISIUT ~ SIBJSURLY,
JUSUIISIMQUIIRL 2DIAIOS K2 PUOL 291D
junoasip pue wmiwold puog
ponssi spuog
(SASN) STDUNOS HDNIDNVNEI YIHLO
sasuadxg 1940 SANUIARI JO ADUDEITJA(]

salnypuedxa [BI0 L,
spuoq uonersardde [endes ‘esuadxa 1sa107uf puoy
SJSOD Q0UBNSSI PUOY
Jo uoneznowe Surpnjour ‘asuddya jsasul puog
rediourig
221AI9S 193(]
$1500 uoneuodsue 21Blg
1509 [eIouRny pue sasuadxe Suneiad
SHANLIANTdXH
SONUIAJI [RIO],
nessip pue umiwnid puoq Jo nonezIKNowy
WIHNST JUSUNSIAUL PUE SWHODUL $2UIB]UY
Ayoymy peoy [[0L
SOXE] PUE $99] 9[OIYA [RIOISUIO))
SOXE] [P1y JOIOIN]
:01 jue[eambsa suonerdordde ajmg
SHANIATYL

IONVIVE ANNA NI SHONVHD ANV SHRINLIANTIXH "SHANIAHY

SANNA TVINTIWNITIAOD ANV SHILIALLOY JO INHWHLVLS

(Kasra[ MaN JO 21R1§ 213 Jo nup Jweuoduwo)) )

ALIMOHLY GNNA LSNUL NOLLV LUHOdSNVIL ATSHAT MIN



NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Compornent Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS
A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Authority
New Jersey Transportation Trust Fund Authority (the "Authority"), located in Ewing, New
Jersey, was created by the State of New Jersey (the "State") in 1984 pursuant to the New Jersey
Transportation Trust Fund Authority Act in order to provide a stable, predictable funding
mechanism for transportation system improvements undertaken by the New Jersey Department
of Transportation. The Authority also finances State aid to counties and municipalities for
transportation system improvements.

Basis of Accounting
The Authority is a component unit of the State and is included in the general purpose financial
statements of the State.

The accompanying financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America as prescribed by the
Governmental Accounting Standards Board.

In its accounting and financial reporting, the Authority follows the pronouncements of the
Governmental Accounting Standards Board ("GASB") and other entities that promulgate
accounting principles according to a hierarchy of sources of accounting principles. Per GASB
Statement 55, The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments, priority is established as to which source of accounting principles to utilize in
determining proper accounting treatment. The hierarchy is as follows: GASB Statements and
Interpretations: GASB Technical Bulletins; American Institute of Certified Public Accountants
("AICPA"} Industry Audit and Accounting Guides and AICPA Statements of Position, if
applicable, and cleared by GASB; AICPA Practice Bulletins, if applicable, and cleared by
GASB; Implementation Guides published by the GASB; AICPA pronouncements that are not
specifically applicable to state and governmental entities; Financial Accounting Standards
Board ("FASB") Statements and Interpretations; and Accounting Principles Board Opinions
and Accounting Research Bulleting of the Committee on Accounting Procedure (issued on or
before November 30, 1989). The Authority follows the hierarchy in determining accounting
treatment.

The basic financial statements consist of government-wide and governmental fund financial
statements.

The Authority, as a single program government, combines government-wide and governmental
fund {inancial statements, which are linked together by the reconciliation.

The government-wide financial statements are prepared under the economic resources
measurement focus and the accrual basis of accounting. Revenues are recognized when earned,
and expenditures are recognized when incurred. The primary sources of revenues are
appropriations received from the State from motor fuel taxes, good drivers' surcharges and
commercial vehicle fees and taxes.

11



NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS
A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Accounting (Continued)
The governmental fund financial statements are prepared under current financial resources
measurement focus and on the modified accrual basis of accounting. Revenues are
recorded when measurable and available. Expenditures are recognized when the related
liability is incurred. The exception to this rule is that principal and interest on long-term
debt are recognized when due.

Financial Instruments
For fiscal year ended June 30, 2010, the Authority was required to implement GASB
Statement No. 33, Accounting and Financial Reporting for Derivative Instruments, which
required the Authority to measure most derivative instruments at fair value in its financial
statements and disclose in the statement of net assets and governmental funds balance.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America for governmental units requires management to
make estimates and assumptions that affect certain reported amounts aad disclosures.
Accordingly, actual results could differ from those estimates.

Fund Accounts
In accordance with the 1995 Bond Resolution, the Authority has established the following
fund accounts maintained by the Authority:

Fund Accounts Amount Use for Which Restricted
Special Revenue Fund Deposit of all revenues received  Expenditures for specific
Transportation by the Authority. Alsousedto  purposes.
Improvement account for the accumulation of

resources for payment of state
transportation costs.

Debt Service Fund (DSF) Amounts needed {o pay matured  Interest and principal on
principal and interest on bonds.  bonds.

The Authority reserve, which accounts for the Authority's operating expenses, is included
in the special revenue fund.

Income Taxes
As a public body, under existing statute, the Authority is exempt from both federal and
state taxes.

12



NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS
A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Bond Issuance Costs
In the government-wide financial statements, bond issuance costs are reported as deferred
charges (assets) and are amortized over the term of the related debt.

In the governmental fund financial statements, bond issuance costs are expensed when
incurred.

Bond Premium
In the government-wide financial statements, bond premiums are reported as deferred
revenues (liabilities) and are amortized over the term of the related debt.

In the governmental fund financial statements, bond premiums are recognized as revenue
when received.

Bond Discount
In the government-wide financial statements, bond discounts are recognized as deferred
charges (assets) and are amortized over the term of the related debt.

In the governmental fund financial statements, bond discounts are recognized as expense
when recetved.

Restricted Net Assets
In accordance with the terms of the various bond resolutions, cash and equivalents and
investments of all funds required under such bond resolutions are classified as restricted
assets. The amounts by which the restricted assets exceed the corresponding liabilities they
will liquidate are not available for the payment of current operating expenses,

Accounts Receivable
The following is a summary of receivables due from the State primarily to fund future
bonds payable.

Due within one year $ 347,785,000
Due after one year 11.167.122.881

$11.514.907.881

B. CASH AND EQUIVALENTS

Cash and equivalents consist primarily of State of New Jersey cash management fund deposits.
New Jersey statutes permit the deposit of public funds in the State of New Jersey Cash
Management Fund ("NJCMF") or in institutions located in New Jersey which are insured by
the Federal Deposit Insurance Corporation or by any other agencies of the United States that
insure deposits.

13



NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS

B. CASH AND EQUIVALENTS (CONTINUED)

New Jersey statutes require public depositories to maintain collateral for deposits of public
funds that exceed insurance limits as follows:

(a) The market value of the collateral must equal 5% of the average daily balance of public
funds:
or

(b) If the public funds deposited exceed 75% of the capital funds of the depository, the
depository must provide collateral having a market value equal to 100% of the amount
exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank, the Federal Home Loan Bank
Board or a banking institution that is a member of the Federal Reserve System and has capital
funds of not less than $25,000,000.

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of failure of the counterparty, the Authority
will not be able to recover the value of its cash and investments that are in the possession of
an outside party. Cash and equivalents and investments are substantially restricted under the
terms of the Authority's bond resolutions for the payment of bond principal and interest
expense and the extension of project loans. The bond resolutions limit investments to
obligations of the U.S. government or its agencies, investments in certain certificates of
deposit of commercial banks that are members of the Federal Reserve System, investments
in cash management pools that restrict investments to U.S. government securities, money
market funds that invest in high-grade AAA-rated securities, and direct and general
obligations of any state that meets the minimum requirements of the resolution.

Cash and equivalents at June 30, 2010, were as follows:

NICMF $ 249060953

As of June 30, 2010, the Authority had the following investments and maturities:

Fair Investment Maturity (In Years)
Value Less than | 1-5 6-10 More than 10
US Treasury Notes  § 59012 § 59012 % - $ - 3 -

Since the Authority's cash and equivalents and investments are all government securities,
or an external investment pool, they are not subject to custodial credit risk.
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NOTES TO FINANCIAL STATEMENTS

B. CASH AND EQUIVALENTS (CONTINUED)

Interest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value
of an investment. Because the Authority maintains investments in US Treasury Notes, it is
subject to interest rate risk if interest rates fluctuate.

ACCOUNTS PAYABLE - STATE OF NEW JERSEY

NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

The balance due of $384,396,398 consists of amounts due the State of New Jersey Special
Transportation Fund for reimbursement of New Jersey Transit transportation costs.

TRANSPORTATION SYSTEM BONDS PAYABLE

Bond resolutions have been adopted by the Authority for the purpose of making improvements
to the transportation system in the State of New Jersey. The following is a summary of
revenue bonds outstanding:

Bonds Bonds Amounts Duc
Outstanding QOutstanding within
Interest (i Thousands) Additions Reductions (in Thousands} One Year

Series Rate Range June 30. 2009 (in Thousands) (in Thousands) June 30. 2010 (in Thousands)
1995 Series B 4.5096-7.00% $ 23,960 % - % 29370 % 64,590 § 31,280
1998 Series A 4,25%-5.25% 102,830 - - 102,830 -
1999 Series A 4.50%-5.75% 230,745 - 2.520 228,225 21,645
2001 Series A 4.00%-5.50% 1,370 - - 1,570 -
2001 Series C 2.50%-6.00% 736,975 - 124,295 612,680 173,470
2003 Series A 4,00%-5.30% 307,830 - 4,520 303,310 4,755
2003 Series B 3.50%-5.25% 345,000 B - 343,000 -
2003 Series C 2.25%.5.50% 15,716 - - 15,710 -
2004 Series A 3.25%-5.75% 107,495 - - 107,495 -
2004 Series B 2,50%-5.50% 790,560 - 56,730 733,830 17,200
2005 Series A 5.00%-525% 380,710 - 38,560 342,150 40,644
2005 Series B 3.70%-5.50% 1,186,440 - - 1,186,440 -
2005 Series C 3.25%%-5.25% 48,480 - - 48,480 -

2005 Series D 4.00%-5.00% 465,910 - - 465,910
2006 Series A 4,25%-5.30% 1,580,540 - - 1,580,540 -
2006 Series C 4.93%-5.05% 3,708,583 - - 3,708,385 -
2006 A Garvee 5.00% 163,620 - 9.580 96,040 9,125
2007 Series A 3.60%-5.00% 1,156,080 - 15,595 1,140,485 16,170
2008 Series A 5.25%~6,00% 2,293,700 - - 2,295,700 -
2009 Series A 6.23%-6.40% 869,075 - “ 869,075 -
2009 Series B3 6.875% 273,500 - - 273,500 -
2009 Series C Varigble - 150,000 - 150,000 -
2009 Serics D Variable - 147,500 - 147,500 -
2010 Series A 5.85%-6.25% - 1,273,180 - 1,273,180 -
2010 Series B 6.361% - 500,000 - 560,006 -
14,803,315 2,070,680 281,170 16,592,825 314,285

Less unamortized

bond accretion {4.295.102) (812,314 - (5111417 -
Total S 10504213 § 1258.366 § 281,170 % 11,481,408 § 33i4.285
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NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS

D. TRANSPORTATION SYSTEM BONDS PAYABLE (CONTINUED)

Total maturities of transportation system bonds are as follows:

Principal Interest Total
Year Ending June 30,
2011 315,215,000 § 481,365,817 § 796,580,817
2012 332,855,000 464,216,389 797,071,389
2013 352,930,000 443,010,924 795,940,924
2014 373,190,000 424,783,364 797,973,364
2015 409,110,000 404,321,656 813,431,656
2016-2020 2,420,930,000 1,689,450,633 4,110,380,633
2021-2025 2,749,080,000 982,527,409 3,731,607,409
2026-2030 2,718,925,000 749,475,633 3,468,400,633
2031-2035 2,895,295,000 655,314,517 3,550,609,517
2036-2040 3,368,780,000 1,933,733,069 5,302,513,069
2041 656.515.000 16,402,500 672.917.500
Total 16,592,825,000 § 8.244.601.911 $24.837.426,911
Less unamortized bond accretion 5111.417.119
Total Bonds Payable $11.481.407.881

The bonds are secured primarily by revenues received by the Authority from the State. The
payment of all such revenues to the Authority is subject to and dependent upon appropriations
being made from time fo time by the State Legislature. The State Legislature has no legal
obligation to make such appropriations.

2003 Series B
The Authority remarketed the 2003 Series B (Periodic Auction Reset Securities) bonds in
September 2008. The Remarketed Bonds were converted pursuant to the terms of the
Resolution to bear interest in the Fixed Rate mode. Principal repayments begin December 15,
2016, and end December 13, 2019, Interest payments began December 15, 2008,

INTEREST RATE SWAP AGREEMENTS _
In connection with the initial issuance of the Remarketed Bonds, the Authority entered into
five swap agreements (the “Existing Swap Agreements”) with Goldman Sachs Mitsui
Marine Derivative Products L.P. (the “Existing Counterparty”) for the purpose of converting
the Authority’s variable rate exposure on the Remarketed Bonds to a fixed rate. The
outstanding aggregate principal amount of the Remarketed Bonds 1s equal to the aggregate
notional amount of these related Existing Swap Agreements. Under the terms of the Existing
Swap Agreements, the Authority pays a fixed rate to the Existing Counterparty between
3.537% and 3.675% and receives a variable rate equal to 67% of either one-month or one-
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NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS
D. TRANSPORTATION SYSTEM BONDS PAYABLE (CONTINUED)

2003 Series B (Continued)

week LIBOR, in each case depending on the Existing Swap Agreement. These Existing
Swap Agreements terminate upon the final maturity of the Remarketed Bonds; provided that
the Authority may terminate and cancel any or all of the Existing Swap Agreements with no
payment due from the Authority at any time on or after December 15, 2011. It is expected
that the Existing Swap Agreements will not be terminated as a result of the conversion of the
Remarketed Bonds to the Fixed Rate Mode. In connection with the conversion and
remarketing of the Remarketed Bonds, the Existing Swap Agreements may be amended in a
manner which could result in the Authority paying fixed rates in excess of the rates stated
above.

In the event that an Existing Swap Agreement terminates prior to its stated termination date
(other than a termination and cancellation by the Authority on or after December 15, 2011),
either the Authority or the Existing Counterparty will be required to make a termination
payment to the other party. The party required to make such payment and the amount thereof
will be determined by market conditions at the time of such early termination.

The Authority’s obligations to make regularly scheduled payments under each Lxisting
Swap Agreement are payable from moneys in the Debt Service Fund established under the
Resolution on a parity with the Remarketed Bonds and all other Bonds issued or to be issued
under the Resolution. In the event that an Existing Swap Agreement terminates prior fo its
stated termination date (other than a termination and cancellation by the Authority on or
after December 15, 2011), any termination payments required to be made by the Authority
pursuant to such Existing Swap Agreement shall be payable from the Subordinated Debt
Fund established under the Resolution, subject and subordinate to the payment of Bond
Payment Obligations, including payment of the Remarketed Bonds, pursuant to the
Resolution.

The 2003 Series B Bonds were re-marked as fixed rate bonds on various dates between
September 2, 2008 and September §, 2008. The Existing Swap Agreements may be
amended, terminated or offset with additional interest rate swaps when market conditions
permit. The Authority applied a portion of the Existing Swap Agreements as hedges related
to the 2009 Series C Bonds and the 2009 Series D Bonds.

2066 A Garvee Bond
The debt service and interest expense payments on the 2006 A Garvee bond are reimbursed by
the Federal Highway Administration, through the New Jersey Department of Transportation,
These amounts are included in the principal and bond interest expense. The principal payment
and interest payments reimbursed as of June 30, 2010, were $9,580,000 and $5,281,000,
respectively.
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NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS
D. TRANSPORTATION SYSTEM BONDS PAYABLE (CONTINUED)

2006 Series A and B Refunding Bonds

As a result of the advance refundings during the year ended June 30, 2006, the Authority
recorded a loss on defeasance totaling $36,560,994 representing the difference between the new
debt issued and the carrying amount of the debt refunded. The loss on defeasance is being
deferred and amortized over the life of the new debt. For financial statement purposes, the
Authority follows GASB Statement No. 23, "Accounting and Financial Reporting for
Refunding of Debt Reported by Proprietary Activities." The unamortized deferred loss on
refundings of bonds amounted to $9,759,287 at June 30, 2010. Amortization of $664.,424 is
included in amortization of cost of issuance and deferred loss on refunding at June 30, 2010.
The present value of the debt service savings resulted in an economic gain from the advanced
refundings in 2006 in the amount of $31,743,405.

2009 Series C and D Bonds — Letter of Credit Facilities

In connection with the issuance of and to provide additional security to the 2009 Series C and
Series D bondholders, the Authority entered into irrevocable, direct-pay letter of credit facilities
(the “Credit Facility” or “Credit Facilities™) with two separate financial institutions (the “Credit
Facility Providers™). The Credit Facilities for the 2009 Series C Bonds and 2009 Series D
Bonds in the original stated amount of $152,367,124 and $149.827,672, respectively,
representing the sum of a) the aggregate principal amount of the 2009 Series C and D Bonds
and b) 48 days’ interest on the 2009 Series C and D Bonds (computed at a rate of 12% per
annum) are scheduled to expire on December 15, 2011, unless extended in accordance with 1ts
terms. Each Credit Facility will terminate upon conversion of the 2009 Series C or Series D
Bonds from a variable rate to a fixed rate interest mode. The bond trustee for each of the 2009
Series C and Series D Bonds is directed to draw on the Credit Facilities to pay when due the
principal of and interest on the bonds. The Authority pays a letter of credit fee to the Credit
Facility Providers and has entered into agreements to reimburse the Credit Facility Providers for
any amounts drawn upon the Credit Facilities by the bond trustee.

E. ADVANCE REFUNDINGS

When conditions warranted during prior years, the Authority sold various issues of bonds to
provide for the refunding of previously issued obligations in order to achieve interest cost savings.

The proceeds received from the sales of the bond issues were used to currently refund the
outstanding bond issues or to deposit in an irrevocable escrow fund held by an escrow agent an
amount that, when combined with interest earnings thereon, will be at least equal to the sum of the
first optional redemption date thereof and the premium required to redeem the bonds outstanding
on such date. Accordingly, the Authority's assets and the liabilities for defeased bonds are not
included in the Authority's financial statements. These transactions defeased the outstanding bond
issues with a resultant reduction in annual debt service during the term of the issues.

Refunded bonds outstanding at June 30, 2010, are comprised of the following:
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NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS

E. ADVANCE REFUNDINGS (CONTINUED)
Principal Amount

Qutstanding

Issue June 30, 2010
1995 Series B $ 38,815,000
1998 Series A 35,565,000
1999 Series A 52,390,000
2001 Series A 100,800,000
2001 Series C 100,500,000
2003 Series C 768,720,000
2004 Series A 297,945,000
2005 Series C 392,110,000
2005 Series D 487.110,000

3 2.273.955.000

F. FINANCIAL INSTRUMENTS

In connection with the interest rate swaps disclosed in Note D, no amounts are recorded in the
financial statements other than the net interest expense resulting from the agreements. As of
June 30, 2010, the swaps had a total net present value of ($15,533,686). A negative net present
value approximates the amount that Authority would owe the swap provider if the swap were
terminated.

For fiscal year ended June 30, 2010, the Authority was required to implement GASB Statement No.
53, which required the Authority to measure most derivative instruments at fair value in its
financial statements. No amounts are recorded because any asset or liability related to the swap
would result in a corresponding receivable or payable from the State of New Jersey and not result
in any change to the statement of activities and governmental funds revenues, expenditures and
changes in fund balance. Since the swap agreement is backed by the State of New Jersey, the
ultimate responsibility falls on the State of New Jersey to record these amounts.

The 2003 Series B Bonds were re-marked as fixed rate bonds on various dates between September
2, 2008 and September 8, 2008. The Existing Swap Agreements may be amended, terminated or
offset with additional interest rate swaps when market conditions permit. The Authority applied a
portion of the Existing Swap Agreements as hedges related to the 2009 Series C Bonds and the
2009 Series D Bonds.

G. CONCENTRATION OF RISK AND UNCERTAINTIES
Cash and Equivalents

The Authority maintains cash and short-term investment balances which may exceed federally
insured limits. It historically has not experienced any credit-related losses.
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NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS
G. CONCENTRATION OF RISK AND UNCERTAINTIES (CONTINUED)

Financial Instruments
As disclosed in Notes D and F, the Authority's 2003 Series B bond issue utilized financial
instruments. These agreements are structured to enable variable rate bond proceeds to
meet specific needs by reducing the risk associated with changes in interest rates.

H. ADJUSTMENTS - RECONCILIATION OF DIFFERENCES BETWEEN THE
GOVERNMENTAL FUNDS AND GOVERNMENT-WIDE FINANCIAL
STATEMENTS

(1) Unamortized bond issuance cost is recorded as deferred charges (other assets) in the
statement of net assets and is amortized over the life of the debt. Amortization expense is
recorded in the statement of activities. In governmental funds financial statements, bond
issuance costs are expensed when incurred. Balances as of June 30, 2010, were:

Bond issuance costs $ 138,386,585

Accumulated amortization (30,913,710}
Total unamortized bond issuance cost $ 107.472.875

Amortization expense b 6,833.533

(2) Long-term liabilities (bonds payable and accrued interest payable) applicable to the
Authority's governmental activities are not due and payable in the current period and
accordingly are not reported as fund liabilities, All liabilities, both current and long-term,
are reported in the statement of net assets. Balances as of June 30, 2010, were:

Bonds payable $10,504,212,295
Add issuance of bonds 1,156,753,361
Less principal payments (281,170,600)
Add accretion 101.612.225
Total $11.481.407,881
Accrued interest payable $  20.613.249

(3) Bond proceeds contribute o the change in fund balance in governmental funds. In the
government-wide statements, issuing debt increases long-term liabilities in the statement of
net assets and does not affect the statements of activities.

Proceeds were received from:

2009 Series B Bond $ 150,000,000
2009 Series C Bond 147,500,000
2010 Series A&B Bond ' 859,253,361

Total Proceeds $ 1.156,753.361
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NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
(A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS

H. ADJUSTMENTS - RECONCILIATION OF DIFFERENCE BETWEEN THE
GOVERNMENTAL FUNDS AND GOVERNMENT-WIDE FINANCIAL
STATEMENTS (CONTINUED)

(4) Repayment of bond principal is reported as an expenditure in governmental funds and thus
reduces the fund balance. For the Authority as a whole, the principal payments reduce the
liabilities in the statement of net assets and do not result in an expense in the statement of
activities. Principal payments, including amounts required for refunding bond issues, were
made as follows:

Scheduled principal payments $ 281.176.000

(5) Unamortized bond premium is recorded as deferred revenue (other liabilities) in the
statement of net assets and is amortized over the life of the debt. Amortization revenue 1s
recorded in the statement of activities. In governmental funds financial statements, bond
premiums are recognized as revenue when received. Balances as of June 30, 2010, were:

Bond premium $ 607,912,584
Accumulated amortization (224.369.289)
Total unamortized bond premium $ 383.543.295
Amortization revenue $  33.790.676

(6) Unamortized bond discount is recorded as deferred charge (other assets) in the statement of
net assets and is amoriized over the life of the debt. Amortization expense is recorded in
the statement of activities. In governmental funds financial statements, bond discounts are
recognized as expense when received. Balances as of June 30, 2010, were:

Bond discount $ 22,670,780
Accumulated amortization {932.802)
Total unamortized bond discount $§  21737.978
Amortization expense $ 648.608

(7) The adjustment related to current year bond activity, net, is comprised of the following;:

Bond principal payment $ (281,170,000)
Garvee bond debt service reimbursement 9,580,000
Bond discount 6,062,623
Bond issuance costs 73,343
Net bond proceeds 1,150,617,395
Capital appreciation bonds interest expense 101.612.225
Current year bond activity, net $ 986,775.586
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NEW JERSEY TRANSPORTATION TRUST FUND AUTHORITY
{A Component Unit of the State of New Jersey)

NOTES TO FINANCIAL STATEMENTS

1. SUBSEQUENT EVENTS

Management has evaluated subsequent events that occurred after the balance sheet date but
before October 29, 2010, the date the financial statements were available to be issued.
Following itemns were determined by management to require disclosure:

The current re-authorization of the Authority is set to expire on June 30, 2011, and is in need
of legislative approval beyond June 30, 2011.

In October 2010, the Authority issued 2010 Series C Bonds in the amount of $1,000,000,000.
The purpose of the bonds are to pay State Transportation System costs, capitalizing 65% of the
interest payable on 2010 Series C Bonds through June 15, 2011, and paying the costs of
issuance of the 2010 Series C Bonds.

In October 2010, the Authority issued 2010 Series D and E Bonds in the amounts of
$485,875,000 and $14,100,000, respectively. The purpose of the bonds are to refund certain
outstanding bonds of the Authority and to pay the costs of issuance of the 2010 Series D and E
Bonds.
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SUPPLEMENTARY INFORMATION
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