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Letter of Transmittal

O I_] I Turnpike telephoreée'i,élo 2342081
Commission fax: 440.234.4618
www.ohioturnpike.org
May 31, 2013
To:

The Honorable John Kasich, Governor, and
The General Assembly of Ohio

The Ohio Turnpike Commission, pursuant to law, presents herewith its sixty-fourth
annual report covering the period from January 1, 2012 through December 31, 2012.

Respectfully yours,

Jerry N. Hruby Joseph A. Balog
Chairman Vice Chairman
George F. Dixon Il Sandra K. Barber
Member Secretary Treasurer
Jerry Wray

Member Ex-Officio
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Members and Staff
Ohio Turnpike Commission Members (As of December 31, 2012)

TERM
APPOINTED EXPIRATION
Jerry N. Hruby Chairman 06/30/11 06/30/13
Joseph A. Balog Vice Chairman 07/01/03 06/30/15
Sandra K. Barber Secretary/Treasurer 06/14/12 06/30/19
George F. Dixon 111 Member 10/05/01 06/29/17
Jerry Wray*> Director of Transportation 01/01/11 —
Thomas F. Patton Senate Member 02/08/11 -
Michael D. Dovilla House Member 06/14/11 —
Christiane Schmenk** Director of Development 08/01/11 —
Timothy S. Keen** Director, Office of Budget o
and Management 01/10/11

Names in bold indicate voting Member status
**Member Ex-Officio

Ohio Turnpike Commission Senior Staff

Rick Hodges Executive Director

Robin Carlin Deputy Executive Director/Director of Administration
Kathleen Weiss General Counsel

Martin Seekely CFO/Comptroller

Adam Greenslade Director of Government Affairs

Doug Hedrick Chief Engineer

Sharon Isaac Director of Toll Operations

David Miller Director of Audit and Internal Control
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Chairman’s Letter

While many projects and accomplishments were realized during 2012, none was more
significant than the Ohio Turnpike Study conducted by the Administration of Governor John
Kasich. The results of the Study not only directly affect the Ohio Turnpike Commission
(“Commission”) but the entire state of Ohio. The year-long process of studying the Ohio
Turnpike led to the announcement of the Governor's Ohio Jobs and Transportation Plan
(“Plan”), which involves the Commission leveraging its bonding capacity to issue up to $1.5
billion in Turnpike Revenue bonds to fund badly needed transportation-related infrastructure
projects. Bond proceeds will also be used to rebuild the 60-year-old road base of the Ohio
Turnpike. Parts of the Governor’s Plan that required legislative approval were incorporated
into the State’s Transportation Budget, which was passed in the form of Amended Substitute
House Bill 51 (HB 51), which will become effective on July 1, 2013.

As Chairman of the Commission, | appreciate the fact that the Ohio Turnpike will continue to exist as an autonomous
instrumentality of the state of Ohio without being leased to a private entity. The Plan allows for the Commission to
continue to operate and maintain the Ohio Turnpike roadway in a cost effective manner and for the Commission to
continue serving traveling customers and local communities at the same high levels they have come to expect for nearly
60 years.

| am very pleased that our employees no longer have to fear the loss of their jobs. | want to commend the Commission’s
executive staff, which has done a tremendous job in the past couple of years by internally reviewing our systems and
operations, and determining ways to be even more efficient and cost effective. This imparts the true meaning of serving
the public in the best possible way, with the best possible services and facilities.

Of course, none of this could have been accomplished without Governor Kasich’s tenacity and his willingness to undertake
an impartial, non-political review of the Ohio Turnpike, and then ultimately deciding what would be in the state’s best
interest. The Governor made, what | believe, to be the best possible decision. Furthermore, all of the Commission
members have expressed their support for the Governor’s Plan, and we are very appreciative of the opportunities it affords
our state in moving forward to maintain and construct highway infrastructure, while at the same time acknowledging the
tens of thousands of jobs that will be created or saved within the state as a results of the passage of HB 51.

HB 51 allows the Commission to play an integral role in funding vital parts of our statewide transportation system. This
Plan provides the Commission appropriate oversight over the bond funding and, the Commission will take very seriously
its responsibility to make the determination that the nexus requirements are met, as required by HB 51.

| would like to acknowledge the leadership, support and cooperation of Ohio Department of Transportation Director
Jerry Wray, his staff and the members of the Ohio Legislature throughout this process. | look forward to working
with the Commission’s Executive Director, my fellow members of the Commission and our staff in overseeing the
Governor’'s Plan and all of its many benefits to our state’s overall transportation system, economic development
and jobs that will be created for Ohioans. The Commission will continue to operate in a fiscally conservative,
business-like manner, and we will continue to maintain this outstanding toll road for the benefit of our customers, the
economy and commerce of our state. We do so fulfilling the dreams of those who envisioned the great benefits of this
toll road.

Sincerely,

Jerry N. Hruby
Mayor, City of Brecksville
Chairman, Ohio Turnpike Commission
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Executive Director’s Year in Review

Ohio Jobs and Transportation Plan

In January 2012, the Ohio Department of Transportation (“ODOT”) announced a $1.6
billion budget shortfall. This funding crisis meant that ODOT would need to postpone
some of the state’s largest, most complex transportation construction projects by up to
a decade or more. In an effort to address this funding deficit, Governor John Kasich,
along with ODOT and the Office of Budget and Management began to explore the Ohio
Turnpike Commission (“Commission”) as a potential revenue source.

The Ohio Turnpike Study looked at three basic options: 1) a long-term lease agreement;
2) ODOT assuming Turnpike operations; and 3) keeping the Turnpike status quo. During
the course of 10 months, the Kasich Administration, along with various subcontractors
and public agencies undertook a comprehensive review, which included technical, financial and legal analyses of
each option, as well as one-on-one and group meetings to solicit public input.

On December 13, 2012, Governor Kasich announced his Ohio Jobs and Transportation Plan. It quickly drew praise
from private and public officials who applauded that the Commission and ODOT have pledged to work more closely
together to address the state’s transportation infrastructure funding issues. The Commission voted unanimously in
support of a resolution endorsing the Ohio Jobs and Transportation Plan at its January 22, 2013 meeting.

In general terms, the Ohio Jobs and Transportation Plan is based on the status quo option, using the Commission’s
ability to bond against future tolls, without making disruptive changes to its structure, operations and maintenance.
The additional bonding capacity generated by the program is estimated to provide up to $1.5 billion in new
infrastructure funds for Ohio highways from Turnpike Revenue Bonds issued by the Commission and backed by
future toll revenues. It is further estimated that up to an additional $1.5 billion could be generated from matching
local and federal funds for a combined total of approximately $3 billion for Ohio’s major highway construction
projects.

Other details of the Ohio Jobs and Transportation Plan include:

+ The Ohio Turnpike will not be leased to a private operator, and will continue to be operated and maintained
as it is today;

* The Ohio Turnpike Commission will retain its autonomy. Effective July 1, 2013, it will be renamed the
“Ohio Turnpike and Infrastructure Commission.” It will have two new Board members, and it will have expanded
authority to approve the funding of infrastructure projects as requested by ODOT;

+ At least 90 percent of infrastructure projects to be funded will be located in northern Ohio;

* Rebuilding the Ohio Turnpike road base will occur many years sooner than planned;

» Tolls for passenger vehicle trips of 30 miles or less paid with E-ZPass® will be frozen for 10 years;

» All other toll rates over the next 10 years will be capped at the historic rate of inflation, which is significantly
less than previous toll rate increases over the last 20 years; and

* No Turnpike employee layoffs due to the plan.

Portions of the Ohio Jobs and Transportation Plan that required legislative changes to the Commission’s governing
statute (The Ohio Turnpike Act) were codified through passage of the State’s Transportation Budget, Amended
Substitute House Bill 51 (HB 51). This legislation passed the Ohio Legislature with bipartisan support and was
signed by Governor Kasich on April 1, 2013. It will take effect on July 1, 2013.

E-ZPass® Update
Although planned toll rate increases were implemented on January 1, 2012, the Commission opted to preserve the
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two-tiered rate structure, whereby E-ZPass® customers
continue to pay a lower toll than those customers who
do not use this technology. Under Governor Kasich’s
Ohio Jobs and Transportation Plan, the E-ZPass®
discount will continue into the future.

Overall, E-ZPass® has enhanced the efficiency of the
toll collection process. Because everything involved
with E-ZPass® is done electronically, it reduces or
eliminates the manual functions that tend to add
considerable time and cost to the toll collection
process. Since the inception of E-ZPass® on the
Ohio Turnpike, more than 160,000 Ohio Turnpike
E-ZPass® transponders have been issued. Currently,
approximately 46.2 percent of the vehicles traveling
on the Turnpike (representing 51 percent of vehicle
miles traveled and 53.9 percent of total revenue) are utilizing E-ZPass®.

In June 2012, the decision was made to move the E-ZPass® Tag Teller, which automatically dispenses live
transponders to customers who open an account with a credit card, from the Administration Building Lobby to the
Middle Ridge Service Plaza at Milepost (“MP”) 139.5 westbound. This was done as a pilot project to gauge customer
demand for a point-of-purchase E-ZPass® retail program. The Tag Teller pilot proved that there is significant
demand for the transponders in a retail setting. As such, Commission staff began developing a broader retail
program allowing for inactive E-ZPass® transponders to be distributed to Turnpike customers at the service plaza
travel stores, which are operated through a contracted services agreement between the Commission and Hardees,
Sunoco or HMS Host.

The initial rollout of this program started with a “soft opening” on March 4, 2013 at the Middle Ridge and Vermilion
Valley Service Plazas at MP 139.5 and the Great Lakes and Towpath Service Plazas at MP 170.1. Beginning on
April 1, 2013, the program was expanded to the Indian Meadow and Tiffin River Service Plazas at MP 20.8 and the
Blue Heron and Wyandot Service Plazas at MP 76.9. As of May 22, 2013, E-ZPass® transponders were available
at all 14 Turnpike service plazas.

The Commission is exploring the expansion of the retail program beyond the Turnpike mainline. Other locations
will include local Bureaus of Motor Vehicles per language in HB 51 which allows for Deputy Registrars to distribute
transponders in these locations.

Automated Toll Payment Machines (“ATPMs”")

In an effort to gain greater efficiency, 20 ATPMs were added as a part of the new toll collection system at 10
Toll Plazas that experience low traffic volume. Five of these Toll Plazas (25, 39, 135, 215 and 216) are now fully
automated with E-ZPass® and ATPMs, while the remaining five Toll Plazas (13, 34, 81, 140 and 234) are operating
unstaffed during off-peak hours (the 11:00 p.m. to 7:00 a.m. shift). The Commission will install eight additional
ATPMs at four Toll Plazas (52, 91, 152, and 193) during 2013.

Non-Toll Revenues and the Commission’s Impact on the Northern Ohio Economy

The Ohio Turnpike toll road is a fee-for-service facility and 92.7 percent of its revenue is derived from tolls. In order
to help keep tolls as low as possible, the Commission works diligently to produce revenue from other sources such
as food and fuel concessions, advertising and special permits.

8 www.ohioturnpike.org



The Commission generates over $270 million each year in revenues. It is noteworthy that the Commission’s $13
million in annual concession revenue is based on percentages of gross receipts generated by concessions such as:
gas stations, restaurants, vending machines and advertising. The overall stimulus to the northern Ohio economy
produced by the concessions alone is nearly $200 million each year. In addition, the Commission generates nearly
another $1 million each year in revenues from cell tower leases, fiber optic cable leases and natural gas royalties.
In turn, these agreements generate significant revenues for the companies that are leasing this space within the
Commission’s right-of-way.

Since the inception of the Turnpike in 1955, the Commission has received five cents per gallon in Ohio motor fuel
tax for the fuel sold at Ohio Turnpike service plaza facilities. In 2012, this amount was approximately $2.1 million.
This amount is significantly less than the $20 million in state/federal fuel taxes that is generated by fuel sold at the
Turnpike’s service plazas and returned to the state of Ohio. It is estimated that approximately $108 million in state/
federal fuel taxes are generated annually from miles driven on the Ohio Turnpike.

Local Communities and Noise Walls

The Commission routinely receives requests for the construction of noise barriers or other noise abatement measures
from both local communities through which the Turnpike traverses, and property owners whose residences are
adjacent to the Turnpike. In conjunction with the funding of federal interstate highways, the federal government
provides ODOT with federal funds that are utilized to construct noise barriers. The Commission is not eligible for the
receipt of such funds due to the fact that it is not a federal aid highway.

A Report requested by the Ohio General Assembly analyzing noise sensitive areas (“NSA’s”) along the Turnpike,
exclusive of interchanges, was issued in June 2009 and is available for complete viewing on the Commission’s
website, www.ohioturnpike.org.

The Commission continues to study traffic noise along the Turnpike, especially as it pertains to the new third-lane
projects where the Commission receives more frequent noise complaints from property owners due to expansion of
the Turnpike mainline in residential areas.

The Commission retained the services of TranSystems
to collect noise data to assess the impact of the
additional lane for the most recent third-lane projects.
The first study was recently completed in the Hudson,
Ohio area (MP 178.0 — MP 185.32). Utilizing the 2009
study, TranSystems identified locations in the affected
area which were recognized as NSA'’s. Noise level data
was collected at these locations prior to construction
and again upon completion of the construction.
These levels were taken during similar times of the
year and under similar traffic conditions. The results
from this study in this area, indicate the addition of
the third-lane has had no impact to existing noise
levels. TranSystems’ final report states, “no noise
levels were substantially higher in post-construction
readings. Substantially higher readings are defined
as readings that were more than a 10 dBA increase
when compared to the pre-construction reading.” This
procedure is being utilized for the current and final third-
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lane project being constructed between MP 64
to MP 59 in Maumee, Ohio. Pre-construction
noise readings were taken in March of 2013
and will again be recorded at the completion of
the project in 2014.

At the January 22, 2013 Commission meeting,
Chairman Hruby appointed a committee that
will review and determine if a formal policy
related to noise abatement should be adopted
by the Board. However, due to provisions in HB
51, ODOT has now been charged with the task
of developing a Turnpike mitigation program
to address these types of issues. Specifically,
the bill requires the Director of Transportation,
not later than July 1, 2013, to establish a
Turnpike mitigation program to assist political
subdivisions that have a portion of the Ohio Turnpike passing through the political subdivision. The program must
address concerns resulting from the proximity of the Ohio Turnpike. The program may provide monetary and other
resources, and must address conditions including noise mitigation, bridge embankments, drainage, bridge repair,
grade separations, and other related conditions.

Slope Repairs

In accordance with Ohio Revised Code Section 5537.051, the Commission continues to fund the embankment
repairs for overpasses carrying county and township roads over the Turnpike in Sandusky County. The repairs are
currently on schedule to be completed by December 31, 2014, as defined in the statute. The following is the current
status of each identified slope failure:

Completed: Jacobs Road, Yorktown Road

Under Construction: Karbler Road, Carley Road, Four Mile House Road, Fangboner Road, Shiets Road,
Gibbs/Balsizer Road

Remaining Projects: Shannon Road, Werth Road, Township Line Road

Third-Lane Construction

The Commission has recently expanded its mainline capacity with the completion of a third-lane segment from MP
178 to MP 185 in Summit County. This most recent project allows travelers to enjoy three lanes in each direction
from MP 64 to MP 218. Third-lane construction between MP 59.52 to 64.13 will begin in 2013 and be completed in
2014. This will complete the current third-lane expansion schedule.

Base Replacement Construction

The original road base of the Ohio Turnpike was completed in 1955. In the spring of 2011, the Commission began a
$1 billion, 40-year plan to replace the base of the entire roadway. The base in Sandusky County (between MP 95.9
to MP 101.2 westbound) was the first location chosen for the start of this historic replacement program.

Replacement of the original concrete pavement projects for 2013 will include projects between MP 90.0 to MP 95.9
westbound and MP 164.8 to MP 169.74 eastbound. As part of the Ohio Jobs and Transportation Plan, $70 million
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of bond proceeds will be used to help accelerate this
program.

Reduced Costs and Improved Services

In May of 2012, the Commission adopted two
Resolutions pertaining to full-time, non-bargaining unit
employees, which: 1) increased contribution levels
towards the group health benefits plan as well as
the deductibles paid by employees; and 2) modified
the Commission’s vacation and sick leave benefits
usage plan by lowering carry-over amounts allowed
for sick/vacation leave accruals. Also announced at
that time was a reorganization plan under which the
administrative arm of the Commission was downsized
by consolidating various departments, and which
established positional salary caps for the Executive
Director and senior management. The reorganization
plan also included merging the maintenance and engineering functions within the Engineering Department. The
reorganization of maintenance and engineering included a negotiation with the Teamsters Union, which represents
the maintenance non-supervisory field staff, whereby the number of certain classifications was reduced by 50
percent. By integrating the resources of maintenance and engineering, the Commission has continued to perform
superior road maintenance in a more cost-effective manner. Through these changes, the Commission has projected
up to $2 million in annual cost savings.

Most of these cost-saving initiatives were based on what is being instituted in the private sector and by other
government entities. The goals were to reduce costs wherever possible and appropriate, while maintaining the
Commission’s legacy of excellence in both highway maintenance and service to our customers.

The 2012 reorganization, coupled with the long-term reductions in toll collection staff resulting from the implementation
of E-ZPass®, as well as the expansion of ATPM installations, has led to an overall reduction in the workforce. The
reductions in toll collection staff took place primarily during 2010 and 2011 through a voluntary separation incentive
program as well as a small number of layoffs. As of December 31, 2012, the Commission employed 973 employees
(742 full-time and 231 part-time). These levels are down from 1,338 total employees in 2004. Of the 742 full-time
employees, 457 are bargaining unit employees (208 toll collectors and 249 maintenance workers).

During 2012, the Commission also reevaluated and renegotiated its agreements with disabled vehicle service
operators and, as a result, operating expenses were significantly reduced while the high level of safety and service
to customers was maintained.

As a result of all of the cost-saving initiatives, the Commission’s fiscal year 2013 operating budget is 5.3 percent
less than the previous year. As part of the ongoing effort to reduce costs and improve services, leadership and staff
of the Commission continue to evaluate all aspects of the operations, including the exploration of opportunities to
engage in shared services agreements with other state and local governments.

In conclusion, we look forward with great anticipation, to fulfilling the role of the Commission in the Governor’s Ohio
Jobs and Transportation Plan by helping to fund badly needed transportation infrastructure projects, while at the
same time, continuing to maintain the high standard of excellence Ohio Turnpike customers expect and deserve in
the most cost-effective manner possible.
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CFO/Comptroller’s Report
The Ohio Turnpike Commission CFO / Comptroller

May 31, 2013
Ohio Turnpike Commission and Executive Director:

The Comprehensive Annual Financial Report (“CAFR”) of the Ohio Turnpike Commission
(“Commission”) for the year ended December 31, 2012, is hereby submitted.
Responsibility for both the accuracy of the data and the completeness and fairness of the
financial presentation, including all disclosures, rests with the CFO/Comptroller’s Office
of the Commission. To the best of my knowledge and belief, the accompanying data
are accurate in all material respects and are reported in a manner designed to present
fairly the financial position, results of operations and cash flows of the Commission. All
disclosures necessary to enable the reader to gain an understanding of the Commission’s
financial activities have been included. Readers of these financial statements are
encouraged to review Management’s Discussion and Analysis for an overview of the
Commission’s financial position and the results of 2012 operations.

The accompanying financial statements include only the accounts and transactions
of the Commission. The Commission has no component units nor is it considered a
component unit of the State of Ohio. The Commission is considered, however, a related
organization to the State of Ohio.

Accounting Policies and Internal Controls

The Commission’s reporting entity and its accounting policies are briefly described in
Note 1 of the financial statements. The Commission is required to have annual audits of
its financial statements by an independent certified public accountant approved by the
Auditor of the State of Ohio.

The management of the Commission is responsible for establishing and maintaining
internal controls designed to ensure that the assets of the Commission are protected
from loss, theft or misuse and to ensure that adequate accounting data are compiled to
allow for the preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America. The internal controls are designed
to provide reasonable, but not absolute, assurance that these objectives are met. The
concept of reasonable assurance recognizes that: (1) the cost of a control should not
exceed the benefits likely to be derived; and (2) the valuation of costs and benefits
requires estimates and judgments by management.

In addition to the independent audit, the Commission maintains its own Internal Audit
Department. This department is responsible for strengthening and reviewing the
Commission’s internal controls. The Internal Audit Department performs its own in-depth
operational and financial audits and provides assistance to the independent auditors
as well.

682 Prospect Street, Berea, Ohio 44017-2799  Phone: (440) 234-2081 Fax: (440) 234-7180

www.ohioturnpike.org
Serving the nation — The James W. Shocknessy Ohio Turnpike
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CFO/Comptroller’s Report
The Ohio Turnpike Commission CFO / Comptroller

Long-Term Financial Planning

The Commission prepares annual operating and capital budgets which are approved by the Commission before the
start of the next calendar year. The operating budget contains the projected revenues, operating expenses, debt
service payments and the net amount expected to be transferred to the capital funds for the next calendar year. The
capital budget details the construction projects and equipment purchases planned for the year that are necessary
to maintain the Turnpike in good condition.

Each year the Commission also prepares a long-term projection of future operating and capital budgets that projects
revenues, expenses, debt service payments and capital expenditures for at least the next five years. The long-term
projection is used to plan for the sequencing of large capital projects and to forecast the need for toll increases or
debt issuances.

Awards

The Government Finance Officers Association of the United States and Canada (“GFOA”) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the Ohio Turnpike Commission for its Comprehensive Annual
Financial Report for the year ended December 31, 2011. The Certificate of Achievement is a prestigious national
award, recognizing conformance with the highest standards for preparation of state and local government financial
reports. The Commission was the first Turnpike to be awarded this honor in 1985. Since then, the Commission
has received this award for every year with the exceptions of 1989 and 1990, when no applications were submitted.
In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized CAFR. This report must satisfy both generally accepted accounting principles and applicable
legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current CAFR continues to meet
to the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to determine its
eligibility for another certificate.

Acknowledgments

Preparation of this report could not have been accomplished without the dedicated services of the staff of the
CFO/Comptroller’s Office, the Director of Audit and Internal Control, the Marketing and Communications Manager,
and the various department heads and employees who assisted with and contributed to its preparation.

Respectfully submitted,

Martin S. Seekely
CFO/Comptroller

682 Prospect Street, Berea, Ohio 44017-2799  Phone: (440) 234-2081 Fax: (440) 234-7180
www.ohioturnpike.org
Serving the nation — The James W. Shocknessy Ohio Turnpike
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History and General Information

Organization and Background

The Ohio Turnpike Commission (“Commission”)isabody
corporate and politic in the State of Ohio created by the
Ohio Turnpike Act (Chapter 5537, Ohio Revised Code)
adopted by the 98th Ohio General Assembly, effective
September 1, 1949. The Commission is authorized and
empowered to construct, maintain, repair, and operate
the Turnpike system at such locations as shall be
approved by the Governor of the State of Ohio and in
accordance with such alignment and design standards
as are approved by the Director of the Ohio Department
of Transportation (*ODOT”). The Commission is also
authorized and empowered to issue Turnpike Revenue
Bonds of the State of

Ohio, payable solely from

Turnpike revenues. Under

provisions of the Act,

Turnpike Revenue Bonds

shall not be deemed to

constitute a debt or a

pledge of faith and credit

of the State or any political

subdivision thereof, and

Turnpike monies are not

available to the State

of Ohio or any political

subdivision of the State.

In December of 1990, Substitute Senate Bill 7 was
passed by the 118th Ohio General Assembly. This
legislation became effective April 12, 1991, as revised
Chapter 5537 of the Ohio Revised Code. Among its
provisions, the legislation clarified and modernized the
original 1949 Ohio Turnpike Act, provided additional
authority to the Commission, and expanded the
Commission by adding two non-voting members, one
a member of the Ohio Senate and one a member of
the Ohio House of Representatives. The legislation also
created a Turnpike Oversight Committee (subsequently
eliminated, then recreated through legislation) and,
most significantly, permitted the existing Ohio Turnpike
to remain a toll road after all outstanding bonds
were paid.

On May 18, 1992, a Tripartite Agreement that had been
entered into in 1964 among the Commission, ODOT
and the Federal Highway Administration was modified
as a result of the provisions of the Intermodal Surface
Transportation Efficiency Act (“ISTEA”) of 1991. The
modified agreement canceled the requirement that
the Ohio Turnpike become free to the public upon
redemption of the bonds outstanding (which were
redeemed on June 1, 1992) and permitted tolls to
continue without repayment of certain federal financial
assistance previously received by the ODOT for
Interstate Highway approaches to the Turnpike.

Effective July 1, 1993,
amendments to Chapter
5537 of the Ohio Revised
Code were made by the
Ohio  General Assembly
through provisions contained
in  Amended  Substitute
House Bill 154. Prior to
these amendments, the
Turnpike had been a project-
by-project operation with
each project being separate
and independent. Under
the provisions of the 1993
amendments, the Turnpike
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was converted to a system of projects with revenue
from one project capable of being used to support other
projects within the system.

Amended Substitute House Bill 335 went into effect
on October 17, 1996. Among other things, the bill
recreated the Turnpike Oversight Committee; required
the Commission to hold public hearings before it votes
to change tolls on a toll project or take any action
that will increase its sphere of responsibility beyond
the Ohio Turnpike; and prohibited the Commission
from expending any toll revenues generated by
a Turnpike project to pay any part of the cost of
unrelated projects.

Amendments to House Bill 699 (effective March 28,2007)
renamed the Turnpike Legislative Review Committee;
requires the Commission to notify the Governor and
legislative leaders prior to any toll change; and allows
the appropriate chairs of Finance and Transportation
Committees to request the Commission to appear
and review past budget results and to present its
proposed budget. Additional amendments require the
Commission to seek approval of the Office of Budget
and Management (“OBM?”) prior to any debt issuance,
or any changes to the Master Trust Agreement. The
amendments also require the Commission to submit its
annual budget to OBM for

review only at least 30 days

before adoption. Finally,

the legislation added the

Director of Development

and the Director of

OBM as ex-officio, non-

voting members of the

Commission.

The Commission

The Commission consists
of nine members when at
full strength, four of whom
are appointed by the
Governor with the advice

fifth member is the Director of ODOT, who is a member
ex-officio. The four remaining members, a state senator
and a state representative, the Director of Development
and the Director of OBM have non-voting status. The
two legislative members are named, respectively, by the
President of the Senate and the Speaker of the House
of Representatives. The Turnpike’'s operations are
further monitored by a six member Turnpike Legislative
Review Committee.

History

The first completed section of the Ohio Turnpike,
22 miles from the Pennsylvania Turnpike at the Ohio-
Pennsylvania border to an interchange at Mahoning
County Road 18, nine miles west of the city of

Youngstown, was opened
for traffic on December
1, 1954. This Eastgate

section had been
rushed to completion
to relieve congestion

of traffic moving to and
from the Pennsylvania
Turnpike over state and
other highways. The
remaining 219 miles of
the Turnpike were opened
on October 1, 1955. As

and consent of the Senate,
no more than two of whom
are members of the same political party. Appointed
members’ terms are for eight years with the terms
staggered so one starts or expires every two years. The
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traffic  flowed through
the 17 interchanges and
terminals, all service and operating functions were
activated - restaurants and service stations, disabled
vehicle service, maintenance buildings, the Ohio State



Highway Patrol (“OSHP”), and the Turnpike radio
communications system.

For the most part, the Turnpike has experienced a
relatively steady increase in traffic volume and revenues.
In 1956, the first calendar year of full operation, 8.5
million automobiles and 1.5 million trucks used the
Turnpike. In 2012, the total annual traffic consisted of
39.4 million automobiles and 10.4 million trucks. Annual
revenues from tolls, restaurant and service station
concessionaire rentals and other sources rose from
$15,351,000 in 1956 to $274,648,000 in 2012.

The Ohio Turnpike links the East and Midwest by virtue
of its strategic position along the system that directly
connects toll roads between Boston, New York City and
Chicago, consisting of the Massachusetts Turnpike,
New York Thruway, New Jersey Turnpike, Pennsylvania
Turnpike, Ohio Turnpike, Indiana Toll Road and Chicago
Skyway. Although commonly known and referred to as
the Ohio Turnpike, the toll road’s official name is The
James W. Shocknessy Ohio Turnpike in honor of the
man who was a member and Chairman of the Ohio
Turnpike Commission from its inception in 1949 until
his death in 1976.

The beginning of the National System of Interstate
and Defense Highways early in 1956 resulted in the
Commission scrapping plans to build several other toll
roads in Ohio (but some of this planning was used in
launching Ohio’s interstate system). Thus, the Ohio
Turnpike, which carries the designation of Project

No. 1, is the one and only Turnpike project completed,
operated and maintained by the Commission.

Even though the Commission receives no federal
funding, all of the 241.26 mile Turnpike has been
incorporated by the Federal Highway Administration
into the Interstate Highway System. The Turnpike is
designated Interstate Route 80/90 between the Ohio-
Indiana line and the Lorain County West Interchange
142. Interstate Route 80 between the Lorain County
West Interchange 142 and the Niles-Youngstown
Interchange 218, and Interstate Route 76 between
the Niles-Youngstown Interchange 218 and the Ohio-
Pennsylvania line.

Access

The Turnpike is linked directly with Interstate Route 75,
Interstate Route 280, Interstate Route 480, Interstate
Route 71, Interstate Route 77 and Interstate Route 680.
There are 31 interchanges on the Ohio Turnpike, 26 of
which are accessesto and from U.S., Ohio and Interstate
routes and two of which are terminals connecting,
respectively, with the Pennsylvania Turnpike in the east
and the Indiana Toll Road in the west. The remaining
three interchanges connect with county or local roads.

Tolls

Prior to October 1, 2009, toll charges for all vehicles
were determined by gross-weight and distance traveled
on the Turnpike. All vehicles were weighed while in
motion upon entering the Turnpike on scales located at
the entrance lanes of each toll plaza. Passenger cars
weighing less than 7,000 pounds fell within Class 1 and
all other vehicles fell within Classes 2-9, based on their
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gross weight. (Classes 10 and 11 applied to triple-trailer
combinations and long combination vehicles.)

On October 1, 2009, the Ohio Turnpike Commission
implemented a new toll collection system, including
electronic tolling collection technology (E-ZPass®).
At that same time, the toll rate schedule and vehicle
classification system were also revised. Vehicles
traveling the Ohio Turnpike are now classified based
on seven vehicle classifications, which was a reduction
from the eleven classifications used previously.
Vehicles are now classified based on the number of
axles and height of the vehicle over the first two axles.
The vehicle classification along with distance traveled
still determines the appropriate toll fare; however, toll
rates were adjusted to coincide with the compression
of the vehicle classifications, along with the addition of
E-ZPass®. Toll rates for customers using an E-ZPass®
compatible transponder pay a lower toll fare for travel
on the Ohio Turnpike than cash-paying customers.
The Commission ended its previous charge account
programs so that customers could take advantage of
the same electronic tolling technology with E-ZPass®.

Physical Characteristics

The Ohio Turnpike mainline consists basically of two
or three eastbound and westbound travel lanes of
reinforced portland cement concrete, all of which has
been resurfaced with asphaltic concrete, each flanked
by paved shoulders 8 feet wide on the inside and
10 feet, 3 inches wide on the outside of the mainline
roadway. The shoulders are hard surfaced with asphaltic
concrete. The mainline roadways are separated by a
center strip with a standard width between roadway
lanes of 56 feet, consisting of 40 feet of grass median
and the inside shoulders. The construction of the third
lane eliminated the 56 foot center strip, replacing it with
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two 12 foot traffic lanes, two 14 foot 3 inch wide paved
shoulders and a 50 inch high concrete barrier. The third
lane section between Interchange 59 and Interchange
218 consists primarily of full depth asphalt. Ascending
grades are kept to a maximum of 2.00 percent and
descending grades to a maximum of 3.14 percent.
Horizontal and vertical curves are of sufficient radius
to provide the best sight distance, as well as ease
of travel.

All of the roads and railroads intersected by the Turnpike
cross under or over the Turnpike's roadways by
means of bridges. There are no crossings at grade. To
preserve the minimum separation between roadways,
twin bridges carry the roadways whenever the Turnpike
crosses over other highways, railroads or rivers.

Service Plazas

The Commission has eight pairs of service plaza facilities
to serve customers. As of the printing of this report, the
service plazas located at Milepost (“MP”) 49.0 in Lucas
County are closed and demolished. The service plazas
located at MP 237.2 in Mahoning County are under
reconstruction. The Commission has contracted with




several private companies to operate the restaurants
and service stations at the Turnpike’s service plazas.
Restaurants and service stations are open 24-hours
each day throughout the year. The service stations
at the service plazas have gasoline, diesel fuel and
assorted automotive accessories for sale. Turnpike
maps, motel-hotel lists and other touring aids are also
available. Prices for food, fuel and other items sold at
the service plazas are competitive with those charged
at similar, off-Turnpike establishments in the same
general vicinities.

As of the end of 2012, the Commission has replaced 12
of its original 16 service plazas with new, more modern
structures. The original service plazas have been in
operation since 1955 when the Turnpike was first
opened to traffic from the Pennsylvania to the Indiana
state borders.

Reconstruction of the first set of
service plazas at MP 100 started
in July of 1998 and opened
to motorists in June of 1999.
Reconstruction of the plazas
at MP 170 began the following
month and reopened in October of
1999. Work has continued on the
remaining service plazas along
the Ohio Turnpike and facilities
have reopened to travelers at
MP 197 in April of 2001, at MP
139.5 in May of 2002, at MP 76.9
in May of 2005, and at MP 20.8 in

June of 2011. The service plazas at MP 237.2 reopened
in May 2013.

Turnpike Maintenance

Providing Turnpike customers with a well-maintained
highway is a task performed by the Commission’s
maintenance crews. Personnel assigned to the eight
maintenance buildings, spaced at approximately 30-
mile intervals along the Turnpike, are responsible for
keeping the Turnpike facilities operational and the
roadway and pavement in comfortable-riding, clean
and safe condition. Weather monitoring stations along
the road utilize embedded sensors in certain mainline
bridges to provide advance notice of the need to initiate
snow and ice operations.

Ohio State Highway Patrol (OSHP)

A special unit of the OSHP polices the Turnpike. Their
headquarters, along with radio dispatchers for the OSHP
Turnpike operations is located in the Commission’s
Telecommunications Building in Berea. OSHP operates
patrol cars and airplanes to enforce the Commission’s
traffic regulations, as well as to perform service to ill,
stranded or otherwise distressed travelers. Under a
contract between the Commission and the OSHP, the
Commission utilizes toll revenue to reimburse the patrol
for all costs of operating on the Turnpike.

As part of its continued commitment to safety, the
Commission has funded the implementation of Multi-
Agency Radio Communications System (“MARCS”) for
OSHP on the Turnpike.
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MARCS voice services were activated for Turnpike
operations on October 1, 2007; mobile data was
activated in mid-December. This system enables
OSHP troopers and law enforcement personnel
serving communities adjacent to the Turnpike to
effectively communicate with each other, thus providing
an additional level of safety and support for both
Turnpike motorists and for communities near the
Turnpike corridor.

www.ohioturnpike.org

Radio Communications Systems

Two of the most modern, two-way radio communications
systems to be found on any toll road are in operation on
the Ohio Turnpike. Separate systems are maintained
for the Commission and the OSHP. Of particular value
to Turnpike customers is the use of the systems for
emergency services including ambulance, EMS life
flights, OSHP and wrecker service.

Disabled Vehicle Service

Disabled vehicle services are available to assist
temporarily stranded drivers in getting vehicles started
again. On-the-spot service includes changing tires,
supplying emergency gasoline, replacing broken fan
belts and other minor repairs. Towing service is also
available for the removal of vehicles requiring garage
work off the Turnpike.
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Management's Discussion and Analysis

This section of the annual financial report presents the Commission’s discussion and analysis of its financial
position and the results of operations for the year ended December 31, 2012. Please read it in conjunction with
the Chairman’s Letter, Executive Director’s Year in Review, CFO/Comptroller's Report, and History and General
Information at the front of this report, and the Ohio Turnpike Commission’s (“Commission”) financial statements and
notes, which follow this section.

Financial Highlights

e The total number of vehicles that traveled the Ohio Turnpike in 2012 increased 1.1 percent and
vehicle miles traveled increased 0.6 percent from the levels reached in 2011. The increase in vehicle
miles traveled combined with a toll rate increase that went into effect on January 1, 2012 resulted in
an increase in toll revenue of approximately $21.5 million or 9.3 percent.

e Total 2012 revenues exceeded expenses by $76.4 million, providing additional resources for the
Commission’s ongoing Capital Improvement Program and allowing continued principal payments on
outstanding bonds.

e Operating expenses increased by $3.4 million or 2.1 percent from 2011.

e |n 2012, the Commission made capital improvements totaling approximately $90.8 million.
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Assets

The condensed statement of net position information on the prior page shows that cash and investments increased
by $20.2 million in 2012. This increase was primarily the result of higher operating income as a result of the
increased revenues from the toll rate increase on January 1, 2012. The $0.1 million decrease in other noncapital
assets was due to a $0.3 million increase in inventories, a $0.1 million decrease in prepaid expenses and a $0.3
million decrease in unamortized bond issuance cost due to amortization. Inventories of ice melting materials
increased due to a milder than anticipated winter.

Capital assets increased by $30.6 million in 2012 as the result of capital improvements of approximately $90.8
million, depreciation expense of $59.9 million and losses on the disposal/write-offs of capital assets of $0.3 million.
See Note 4 of the financial statements for more detailed information on the Commission’s capital assets.

The $90.8 million in improvements noted above were primarily for the reconstruction of two service plazas, the
resurfacing of 110 lane miles of roadway, the construction of 3.7 new third lane miles, the full depth replacement of
21.2 lane miles, and the repainting of 12 bridges.

Liabilities

Current liabilities increased $1.9 million primarily as a result of a $3.7 million increase in bond interest
and principal payable which was partially offset by a $1.7 million decrease in compensated absence
liabilities. The decrease in compensated absence liability was due to higher than normal requests by
employees to receive cash for accumulated sick and vacation leave due to the contemplated privatization of
the Turnpike.

A decline in long-term liabilities of $27.6 million was primarily the result of principal payments on outstanding bonds
of $22.8 million and a $1.1 million reduction in long-term compensated absences liabilities. See Note 5 of the
financial statements for more detailed information on long-term debt activity.

As described in Note 6 of the financial statements, the Commission has commitments as of
December 31, 2012 of $20.9 million for capital projects and major repairs and replacements. It is anticipated that
these commitments will be financed from the Commission’s cash balances. However, at the discretion of the
Commission, additional bonds may be issued in the future to finance a portion of these costs.

The Commission’s credit rating is among the highest of all the toll roads in the world. The current agency ratings
are as follows:

Agency Rating
Standard & Poor’s AA
Fitch Ratings AA
Moody’s Investors Service Aa3

Comprehensive Annual Financial Report for the Year Ended December 31, 2012




0 H I Egmllfilégion

Net Position

Net investment in capital assets increased by $53.8 million during 2012 as a result of the $22.8 million of bond
principal payments discussed on the prior page combined with the $30.6 million increase in capital assets. Of
the $47.5 million balance of restricted net position, $31.8 million is restricted for debt service and $12.7 million is
restricted for capital improvements, in accordance with provisions of the Commission’s Master Trust Agreement.
The remaining $3.0 million of restricted net position represents accumulated Ohio fuel tax allocations, which are
also restricted for future capital improvements in accordance with Ohio law. The $4.5 million increase in restricted
net position during 2012 is due to a $1.0 million increase in amounts restricted for capital projects, an additional $3.3
million restricted for debt service and a $0.2 million increase in the amount of restricted Ohio fuel tax allocations.
The $18.2 million increase in unrestricted net position and the $76.4 million total increase in net position is the result
of 2012 revenues that exceeded expenses, as summarized in the following chart.
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Toll revenues are the major source of funding for the Ohio Turnpike Commission. Passenger car traffic volume
increased by 1.0 percent and commercial traffic volume increased by 1.6 percent during 2012 as the economy
continued its slow recovery from the recession.

The number of miles traveled by passenger cars increased by 0.4 percent while the miles traveled by commercial
vehicles increased by 0.9 percent during 2012. The increase in passenger car vehicle miles traveled along with
a toll rate increase that took effect on January 1, 2012 resulted in an increase in toll revenue from passenger cars
of approximately $9.2 million or 8.9 percent. Revenues from commercial vehicles increased $12.3 million or 9.6
percent as a result of the increase in commercial vehicle miles traveled and the January 1, 2012 toll rate increase.

Total expenses increased by $1.6 million or 0.8 percent in 2012 compared to the prior year. Fringe benefit
expenses which are allocated to each area based on wages, increased $3.3 million over 2011 due to higher health
insurance costs, higher workers compensation costs and higher compensated absence expense. The 13.6 percent
increase in Administration and Insurance expense was primarily due to the increase in fringe benefit costs and the
transfer of radio operator employees from Communications to Administration and the transfer of Administration
Building maintenance employees from the Maintenance Department to Administration. The 1.6 percent decrease
in Maintenance of Roadway and Structures expense is the result of milder winter weather in the first half of 2012
which resulted in a reduction of expenses for snow and ice control. The 1.4 percent increase in Services and
Toll Operations expense is due primarily to increases in toll equipment maintenance. A full year of equipment
maintenance costs was paid in 2012 on the toll system while part of the equipment maintenance costs in 2011 were
covered under the one year warranty provided with the toll system purchase.
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Notes to Financial Statements
December 31, 2012

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

In accordance with the provisions of Governmental Accounting Standards Board (“GASB”) Statement No. 14, The
Financial Reporting Entity, and GASB Statement No. 39, Determining Whether Certain Organizations are Component
Units (an amendment of GASB Statement No. 14), the accompanying financial statements include only the accounts
and transactions of the Ohio Turnpike Commission (“Commission” or “Turnpike”). Under the criteria specified in
these GASB Statements, the Commission has no component units nor is it considered a component unit of the
State of Ohio. The Commission is considered, however, a related organization to the State of Ohio because the
Governor appoints the voting members of the Commission. These conclusions regarding the financial reporting
entity are based on the concept of financial accountability. The Commission is not financially accountable for any
other organizations nor is the State of Ohio financially accountable for the Commission. This is evidenced by the
fact that the Commission is a legally and fiscally separate and distinct organization. The Commission has the power
of eminent domain, the power to enter into contracts, and to sue and be sued in its own name. The annual budget
is submitted to the Ohio General Assembly for informational purposes only and does not require its approval. The
Commission is solely responsible for its finances and the credit of the State of Ohio is not pledged as security for
the repayment of the financial obligations of the Turnpike. The Commission is empowered to issue revenue bonds
payable solely from Commission revenues.

Basis of Accounting

The accompanying financial statements were prepared in accordance with accounting principles generally accepted
in the United States of America, as prescribed by the GASB. The statements were prepared using the economic
resources measurement focus and the accrual basis of accounting. All transactions are accounted for in a single
proprietary (enterprise) fund.

New Accounting Pronouncements

During 2012, the Commission implemented GASB issued Statement No. 63, Financial Reporting of Deferred Outflows
of Resources, Deferred Inflows of Resources, and Net Position. The implementation of this Statement had minimal
impact on the Commission’s financial statements or disclosures.

In March 2012, the GASB issued Statement No. 65, ltems Previously Reported as Assets and Liabilities. The
requirements of this Statement are effective for financial statements for periods beginning after December 15, 2012.
The Commission has not determined the impact, if any, that this Statement will have on its financial statements or
disclosures.

During 2012, the Commission implemented GASB issued Statement No. 66, Technical Corrections — 2012. The
implementation of this Statement had no impact on the Commission’s financial statements or disclosures.

In June 2012, the GASB issued Statement No. 67, Financial Reporting for Pension Plans. The requirements of this
Statement are effective for financial statements for periods beginning after June 15, 2013. The Commission has not
determined the impact, if any, that this Statement will have on its financial statements or disclosures.

InJune 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions. The requirements
of this Statement are effective for financial statements for periods beginning after June 15, 2014. The Commission
has not determined the impact, if any, that this Statement will have on its financial statements or disclosures.
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Net Position Classifications
GASB Statement No. 34, Basic Financial Statements - and Management'’s Discussion and Analysis - for State and
Local Governments, requires the classification of net position into the following three components:

* Net Investment in Capital Assets — consisting of capital assets, net of accumulated depreciation and
reduced by the outstanding balance of borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

* Restricted — consisting of net position, the use of which is limited by external constraints imposed by
creditors (such as through debt covenants), grantors, contributors, laws or regulations of other
governments, constitutional provisions or enabling legislation.

* Unrestricted — consisting of net position that does not meet the definition of “net investment in capital
assets” or “restricted”.

Cash Equivalents

Cash equivalents are defined as highly liquid investments, including overnight repurchase agreements, money
market funds and certificates of deposit maturing within 90 days of purchase. Commission investments in overnight
repurchase agreements and money market mutual funds, which have remaining maturities of one year or less, are
carried at amortized cost, which approximates fair value.

Investments

In the accompanying Statement of Net Position, investments are comprised of certificates of deposit maturing beyond
90 days of purchase, U.S. instrumentality securities and shares in the State Treasury Asset Reserve of Ohio (“STAR
Ohio”) investment pool. Commission investments in STAR Ohio are carried at amortized cost, which approximates
fair value. All other Commission investments are recorded at fair value based on quoted market prices with all
related investment income, including the change in the fair value of investments and realized gains and losses,
reflected in the Commission’s net income.

STAR Ohio is an investment pool created pursuant to Ohio statutes and is managed by the Treasurer of the State of
Ohio. The Commission does not own identifiable securities of the pool; rather, it participates as a shareholder of the
pool. STAR Ohio is not registered with the Securities and Exchange Commission as an investment company, but
does operate in a manner consistent with Rule 2a7 of the Investment Company Act of 1940. The fair value of the
Commission’s position in the pool is the same as the value of the pool shares.

Accounts Receivable

Accounts receivable consist of various tolls, charges and amounts due from individuals, commercial companies and
other agencies and concession revenues receivable from operators of food and fuel concessions at the Commission’s
service plazas. Toll accounts receivable from E-ZPass® post-paid customers are guaranteed by a surety bond.
Reserves are established for accounts receivable determined to be uncollectible based on specific identification and
historical experience.

Inventories
Inventories consist of materials and supplies that are valued at cost (first-in, first-out). The cost of inventory items is
recognized as an expense when used.

Property and Depreciation
Property, roadway, and equipment with an original cost of $1,000 or more are capitalized and reported at cost. The
costs of normal maintenance and repairs are charged to operations as incurred.
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Depreciation is computed using the straight-line method over the estimated useful lives of the assets as follows:

Description Years
Buildings, roadway and structures 40
Bridge painting and guardrail 20
Roadway resurfacing 8-12
Building improvements 10
Machinery, equipment and vehicles 5-10

Depreciation expense is included in the Statement of Revenues, Expenses and Changes in Net Position.

Capitalization of Interest

Capitalized interest is included in the cost of constructed assets and is depreciated on the straight-line basis over
the estimated useful lives of such assets. The amount of interest capitalized is based on the cost of assets under
construction and the interest cost of eligible borrowings, less investment earnings, if any, on the related bond
proceeds. Interest of $2,564,000 was capitalized for the year ended December 31, 2012.

Bond Issuance Costs, Discounts/Premiums, and Advance Debt Refundings

Bond issuance costs are recorded as assets. Unamortized bond discounts and premiums are netted against long-
term debt. Bond issuance costs, as well as bond discounts and premiums, are amortized to interest expense over
the lives of the applicable bonds. Unamortized advance debt refunding gains and losses are netted against long-
term debt and are amortized to interest expense over the lives of the refunded bonds.

Compensated Absences

Vacation leave accumulates to all full-time employees of the Commission, ranging from 10 to 25 days per year, and
any unused amounts are paid upon retirement or termination. The Commission records a liability for all vacation
leave earned.

Sick leave accumulates to all full-time employees of the Commission, at the rate of 15 days per year with additional
amounts for overtime worked. A portion of unused sick leave may be payable at the request of an employee or upon
termination or retirement. The Commission uses the vesting method to calculate its liability for unused sick leave, to
the extent that it is probable that benefits will be paid in cash.

Operating / Nonoperating Activities

Operating revenues and expenses, as reported on the Statement of Revenues, Expenses and Changes in Net
Position, are those that result from exchange transactions such as payments received for providing services and
payments made for goods and services received.

Tolls, the principal source of Commission operating revenues, are recognized as vehicles use the Turnpike. For
toll calculation purposes, through September 30, 2009 vehicles were assigned to one of eleven weight-based
classifications. Tolls were assessed based on the vehicle classification and the distance traveled. Effective
October 1, 2009, the Commission implemented a new toll collection system that includes electronic toll collection
in the form of E-ZPass®, which is interoperable among a network of 25 northeastern U.S. toll agencies. Concurrent
with the implementation of the new toll collection system and E-ZPass®, the Commission converted its weight-based
vehicle classification system to a methodology that classifies vehicles based upon the number of axles and the height
over the first two axles. New axle-based toll rates were implemented along with E-ZPass® on October 1, 2009 and
another set of rates became effective January 1, 2012. As an incentive to utilize electronic tolling, the new toll rates
are lower for customers who use E-ZPass® than for those who pay at the toll booths.
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Commission
In addition to tolls, the other major source of operating revenue is concessions from the operation of the Commission’s
service plazas. Concession revenues arise from contracts entered into for the operation of the restaurants and
service stations on the Turnpike. The operators pay fees based in part on percentages of gross sales (as defined
in the respective contracts). As provided by Ohio law, the Commission also receives nonoperating revenue of five

cents in Ohio fuel taxes for each gallon of fuel sold at the Commission’s service plazas. The Commission’s revenues
are recognized when the operators make the sales. All other revenues are recognized when earned.

Operating expenses include the costs of operating and maintaining the Commission’s roadway, bridges, toll plazas,
service plazas and other facilities, as well as administrative expenses and depreciation on capital assets. The
Commission’s practice is to first apply restricted resources when expenditures are made for purposes for which both
unrestricted and restricted resources are available.

All revenues and expenses not meeting the definition of operating activities identified above are reported as
nonoperating activities, including the allocation of Ohio fuel tax revenues, investment earnings, interest expense and
gains/losses on disposals/write-offs of capital assets.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results may differ from those estimates.

(2) DEPOSITS AND INVESTMENTS

Deposits

At year-end, the Commission had $333,000 in undeposited cash on hand. The carrying amount of the Commission’s
deposits as of December 31, 2012 was $11,586,000 as compared to bank balances of $12,263,000. Of the bank
balances, $11,886,000 was covered by federal depository insurance and the remainder was collateralized with
securities held in joint custody accounts in the name of the pledging financial institution at the Federal Reserve Bank
of Boston, Massachusetts.

Investments
As of December 31, 2012, the Commission’s investment balances and maturities (in thousands) were as follows:
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Federal National Mortgage Association securities totaling $16,299,000 and Federal Home Loan Mortgage Corporation
securities totaling $20,004,000 with maturities between one and five years, are callable within one year of the
Statement of Net Position date.

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 exposure to fair value losses arising from rising interest rates, the Commission’s Investment Policy
provides that funds expected to be needed for current operating expenses and capital improvements be invested
in securities maturing within 18 months, with an average weighted maturity not to exceed 90 days. The Investment
Policy further provides that selection of investment maturities be consistent with projected cash requirements and the
objective of avoiding the forced sale of securities prior to maturity. In addition, the Commission’s Investment Policy
and Ohio law prescribe that all Commission investments mature within five years of purchase, unless the investment
is matched to a specific obligation or debt of the Commission.

Credit Risk

Creditriskis the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The Commission’s
Investment Policy authorizes investments in obligations of the U.S. Treasury, U.S. agencies and instrumentalities,
certificates of deposit, STAR Ohio, money market mutual funds, repurchase agreements and General Obligations of
the State of Ohio rated AA or higher by a rating service. As of December 31, 2012, the Commission’s investments
in U.S instrumentalities (Federal National Mortgage Association, Federal Home Loan Mortgage Corporation, Federal
Home Loan Bank, and Federal Farm Credit Bureau) were all rated AA+ by Standard & Poor’s and Aaa by Moody’s
Investors Service. STAR Ohio, as well as the money market mutual funds in which the Commission had investments,
were rated AAAm by Standard & Poor’s.

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of the failure of a counterparty to a transaction, the
Commission will not be able to recover the value of its investments or collateral securities that are in
the possession of an outside party. The Commission’s Investment Policy requires that all deposits be
secured by collateral held in safekeeping for the benefit of the Commission by a Federal Reserve Bank.
The Commission’s Investment Policy also requires that, excluding Debt Service Fund investments, all
U.S. Treasury Obligations, U.S. Agency Obligations, U.S. Instrumentality Obligations, and General Obligations of the
State of Ohio purchased by the Commission be held in third-party safekeeping for the benefit of the Commission at a
bank or savings and loan association that is eligible to be a depository of public moneys under Section 135.04 of the
Ohio Revised Code and that is also authorized under Ohio law to act as trustee for the safekeeping of securities.

As of the Statement of Net Position date, all Commission deposits and investments in overnight repurchase agreements
were fully secured by collateral held in joint custody accounts in the name of the Ohio Turnpike Commission and the
pledging financial institution at the Federal Reserve Bank of Boston, Massachusetts. Excluding Debt Service Fund
investments, all U.S. Instrumentality Obligations held by the Commission as of the Statement of Net Position date
were held in safekeeping for the benefit of the Commission by the Trust Department at KeyBank, Cleveland Ohio.
As of the Statement of Net Position date, Debt Service Fund investments in U.S. instrumentality securities with fair
values totaling $38,155,000 were held by The Huntington National Bank (“Trustee”) for the payment of interest
and principal on the Commission’s outstanding bonds as required by the Commission’s Master Trust Agreement as
amended and supplemented (see Note 5). Assets held by the Trustee as a custodial agent are considered legally
separate from the other assets of The Huntington National Bank.

Concentration of Credit Risk
Concentration of credit risk is the risk of loss attributed to the magnitude of investment in a single issuer. The
Commission’s Investment Policy provides that 100 percent of its average monthly portfolio may be invested in U.S.
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Treasury Obligations, fixed-rate non-callable U.S. Agency or Instrumentality Obligations, or collateralized overnight
repurchase agreements. The Investment Policy further provides that a maximum of 50 percent of its average
monthly portfolio may be invested in callable U.S. Agency or Instrumentality Obligations, STAR Ohio or certificates of
deposit. The Investment Policy also provides that a maximum of 25 percent of its average monthly portfolio may be
invested in variable-rate U.S. Agency or Instrumentality Obligations, uncollateralized repurchase agreements matur-
ing beyond one day, general obligations of the State of Ohio and money market mutual funds. As of the Statement
of Net Position date, more than five percent of the Commission’s portfolio was invested in collateralized overnight
repurchase agreements, as well as each of the following U.S. instrumentalities: Federal Home Loan Bank, Federal
National Mortgage Association, Federal Home Loan Mortgage Corporation.

(3) ACCOUNTS RECEIVABLE

The composition of accounts receivable (in thousands) as of December 31, 2012 is summarized as follows:

(4) CAPITAL ASSETS

Capital asset activity (in thousands) for the year ended December 31, 2012 was as follows:
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(5) LONG-TERM OBLIGATIONS

In accordance with Ohio law and the Commission’s Master Trust Agreement (“Agreement”), dated
February 15, 1994, as amended by seventeen Supplemental Trust Agreements, the Commission has issued
revenue bonds payable solely from the Commission’s System Pledged Revenues, as defined by the Agreement.
The bond proceeds have been used to either help fund the purchase or construction of capital assets or to re-
fund other Turnpike revenue bonds. Gross Pledged Revenues include tolls, special toll permits, certain realized
investment earnings, appropriations from the Ohio Department of Transportation (if any), and, to the extent and in
the amount necessary to achieve a net debt service coverage ratio of up to, but not more than 200 percent, revenue
derived from leases, licenses, royalties, advertising, miscellaneous sales, fees, charges and certain concession
revenues, together with all realized investment earnings thereon. The Commission’s outstanding bonds do not con-
stitute general obligations of the Commission or the State of Ohio. Neither the general credit of the Commission nor
the State of Ohio is pledged for the payment of the bonds.

Under the terms of the Agreement, the Commission covenants to charge and collect sufficient tolls in or-
der that annual Gross Pledged Revenues equal at least the sum of the following: 1) annual operating, main-
tenance and administrative costs paid from Pledged Revenues; 2) required deposits to maintain an ex-
pense reserve account equal to one-twelfth of budgeted annual operating, maintenance and administrative
costs paid from Pledged Revenues; 3) budgeted annual amounts for renewal and replacement costs; and
4) annual debt service on its outstanding bonds.

The Commission also covenants that its System Pledged Revenues (annual Gross Pledged Revenues less annual
operating, maintenance and administrative costs paid from Pledged Revenues and the required annual deposit to
the expense reserve account) will equal at least 120 percent of the annual net debt service on its outstanding bonds.
The Commission also covenants that its System Pledged Revenues during the fiscal year immediately preceding
the issuance of additional bonds, or during any 12 consecutive calendar months selected by the Commission out
of the 15 consecutive calendar months immediately preceding such issuance, will equal at least 150 percent of the
maximum annual debt service on its bonds then outstanding and the bonds proposed to be issued.

The Commission also covenants that prior to reducing any toll rates on other than a temporary basis, it will engage
the services of an independent consultant to estimate the Commission’s Gross Pledged Revenues for each year
during which Commission bonds are scheduled to be outstanding, and based on these estimated revenues, the
Commission covenants that its System Pledged Revenues will equal at least 150 percent of its net debt service for
each year during which Commission bonds are scheduled to be outstanding. The Commission complied with all of
its bond covenants during 2012.

In addition, the Commission has, by resolution, declared its intention as a matter of policy to use its best efforts to
maintain a ratio of System Pledged Revenues to net debt service of at least 150 percent. Other than in connection
with the issuance of additional bonds or the implementation of a toll reduction on other than a temporary basis, the
Commission has no obligation to meet such coverage levels or to maintain a policy of doing so, and the Commission
may rescind that policy at any time.

The Agreement requires the Commission to establish and maintain a Debt Service Reserve Account (“DSRA”) equal
to the maximum annual debt service on its outstanding bonds. The DSRA may be funded either with cash or one or
more Reserve Account Credit Facilities obtained from an issuer that has been assigned one of the two highest rat-
ings by each rating agency which rates the Commission’s bonds. In 2009, the Commission transferred $6,283,000
from unrestricted cash to its DSRA due to the downgrade of one of the issuers of one of its Reserve Account Credit
Facilities, which deposit is restricted for debt service. Those funds were invested and are included in Investments,
at Fair Value in restricted current assets. On January 17, 2013, Moody’s Investors Service downgraded the issuer
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of the Commission’s other Reserve Account Credit Facility to A2, which is lower than one of the two highest ratings.
The Commission transferred $49,283,000 from unrestricted cash to its DSRA in January 2013 as a result.

Changes in long-term obligations (in thousands) for the year ended December 31, 2012 are as follows:

Revenue bonds, payable (in thousands) as of December 31, 2012, are summarized as follows:
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Minimum principal and interest payments (in thousands) on revenue bonds payable are as follows:

Pollution Remediation Obligation

The Commission has recorded a liability for pollution (including contamination) remediation obligations, which are
obligations to address current or potential detrimental effects of existing pollution by participating in remediation
activities such as site assessments and cleanups. The liability includes estimated contamination remediation costs
to collect and dispose of slag leachate estimated at $300,000 as required by the Ohio Environmental Protection
Agency and $197,000 to remediate soil and underground water contamination from underground petroleum storage
tanks as required by the Ohio Bureau of Underground Storage Tank Regulations. The liability was estimated using
the expected cash flow technique. The pollution remediation obligation is an estimate and is subject to changes
resulting from price increases or decreases, technology, or changes in applicable laws or regulations.

(6) COMMITMENTS AND CONTINGENCIES

Commitments

The Commission has commitments as of December 31, 2012 of approximately $20,886,000 for capital projects
as well as major repairs and replacements. It is anticipated that these commitments will be financed from the
Commission’s cash balances. However, at the discretion of the Commission, additional bonds may be issued in the
future to finance a portion of these costs.

In addition, the Commission has issued purchase orders for goods and services not received amounting to
approximately $2,288,000 as of December 31, 2012.

Litigation

The nature of the Commission’s operations sometimes subjects the Commission to litigation resulting from traffic
accidents and the like. The management and the General Counsel for the Commission are of the opinion that any
unfavorable outcome of such claims in excess of insurance coverage will not result in a material adverse effect on
the Commission’s financial position or results of operations.

Environmental Matters

Due to the nature of operations at the Commission’s service plazas and maintenance buildings, which include
vehicle fueling facilities, the Commission may encounter underground fuel leaks or spills. The Commission,
however, participates in the Petroleum Underground Storage Tank Release Compensation Board, which limits the
Commission’s financial liability to $55,000 per incident, up to a maximum reimbursement of $1,000,000 per incident
or $2,000,000 per calendar year. The Commission is unaware of any incidents that will exceed these limits.
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Collective Bargaining

Approximately 462 full-time, nonsupervisory, field employees in the Commission’s Toll Operations and Maintenance
Departments and approximately 209 part-time, nonsupervisory, field employees in the Toll Operations Department
are represented by the Teamsters Local Union No. 436, affiliated with the International Brotherhood of Teamsters.
The Commission ratified a three-year collective bargaining agreement with the full-time employees that is effective
for the period January 1, 2011 through December 31, 2013. The agreement includes no annual wage increases for
full-time employees over the term of the agreement. The Commission also has reached an agreement with the part-
time employees for the same time period of January 1, 2011 through December 31, 2013 which includes no annual
wage increases for part-time employees over the term of the agreement.

Legislation

The State of Ohio’s FY 2014-2015 Biennial Transportation Budget was passed by the General Assembly and signed
by Governor Kasich on April 1, 2013. Am. Sub. H.B. 51 contains the following important changes to the Turnpike
statute that will become effective on July 1, 2013:

A) Renames the Commission throughout the Turnpike Act and everywhere else in the Ohio Revised Code as
the “Ohio Turnpike and Infrastructure Commission”.

B) Modifies governance of the Commission to include two new members for a total of seven voting members.
Future member terms will be five years.

C) Removes the previous language adopted to allow for the lease of the Turnpike.

D) Allows the Commission to issue bonds for the purpose of funding infrastructure projects as defined under
the statue.

E) Establishes rule making authority for the Commission to adopt rules on how application is to be made for
infrastructure funding by the Director of Transportation based on approved Transportation Review
Advisory Council projects. The rules will require that each project have an anticipated transportation
related nexus to the Ohio Turnpike and Infrastructure System.

F) Establishes how toll and other revenues will be pledged to pay maintenance and operating expenses and
debt service on both infrastructure projects and Turnpike projects.

G) Establishes that the Ohio Turnpike and Infrastructure Commission is a political subdivision for purposes of
Chapter 2744 of the Ohio Revised Code. This clarification was needed because the statutory immunities
intended for entities performing essential governmental functions within the State of Ohio, particularly as
they relate to a highway such as the Turnpike, need to include the Commission.

(7) PENSION PLAN

Plan Description

The Commission contributes to the Ohio Public Employees Retirement System (“OPERS”). The OPERS administers
three separate pension plans as follows:

A) The Traditional Pension Plan (“TP”) — a cost-sharing multiple-employer defined benefit pension plan.

B) The Member-Directed Plan (“MD”) — a defined contribution plan in which the member invests both member

40 www.ohioturnpike.org



and employer contributions (employer contributions vest over five years at 20 percent per year).
Underthe MD Plan, members accumulate retirement assets equal to the value of memberand (vested) employer
contributions plus any investment earnings.

C) The Combined Plan (“CQO”) — a cost-sharing multiple-employer defined benefit pension plan. Under the CO
Plan, OPERS invests employer contributions to provide a formula retirement benefit similar in nature to, but
less than, the TP Plan benefit. Member contributions, the investment of which are self-directed by the
members, accumulate retirement assets in a manner similar to the MD Plan.

The OPERS provides retirement, disability, survivor and death benefits and annual cost-of-living adjustments to
members of the TP and CO Plans. Members of the MD Plan do not qualify for ancillary benefits.

Authority to establish and amend benefits is provided in Chapter 145 of the Ohio Revised Code. The OPERS issues
a stand-alone financial report. Interested parties may obtain a copy by visiting https://www.opers.org/investments/
cafr.shtml, making a written request to the OPERS, 277 East Town Street, Columbus, Ohio 43215-4642 or by calling
(614) 222-5601 or (800) 222-7377.

Funding

The Ohio Revised Code provides statutory authority for member and employer contributions. During calendar
years 2012, 2011, and 2010, the member contribution rate was 10.0 percent of covered payroll and the employer
contribution rate was 14.0 percent of covered payroll across all three plans. The Commission’s contributions to
the OPERS for the traditional and combined plans for the years ended December 31, 2012, 2011 and 2010 were
$7,121,000, $7,694,000, and $8,076,000, respectively, equal to 100 percent of the required contributions for each
year. Contributions to the member-directed plan for 2012 were $183,000 made by the Commission and $131,000
made by plan members.

(8) OTHER POSTEMPLOYMENT BENEFITS

The Commission provides postemployment health care benefits through its contributions to the OPERS. The OPERS
maintains a cost-sharing, multiple-employer defined benefit postemployment health care plan, which includes a
medical plan, prescription drug program and Medicare Part B premium reimbursement, to qualifying members of both
the TP and the CO Plans. Members of the MD Plan do not qualify for ancillary benefits, including postemployment
health care coverage.

In order to qualify for postretirement health care coverage, age and service retirees must have 10 or more years of
qualifying Ohio service credit. Health care coverage for disability recipients and qualified survivor benefit recipients
is available. The health care coverage provided by the OPERS is considered an Other Postemployment Benefit
(“OPEB”) as described in GASB Statement No. 45.

The Ohio Revised Code permits, but does not mandate, the OPERS to provide OPEB benefits to its eligible members
and beneficiaries. Authority to establish and amend benefits is provided in Chapter 145 of the Ohio Revised Code.

The Ohio Revised Code provides statutory authority for requiring public employers to fund postemployment health
care through their contributions to the OPERS. A portion of each employer’s contribution to the OPERS is set aside
for the funding of postretirement health care coverage. Employer contribution rates are expressed as a percentage
of the covered payroll of active members. During calendar year 2012, the employer contribution rate was 14.0
percent of covered payroll. The Ohio Revised Code currently limits the employer contribution to a rate not to exceed
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14.0 percent of covered payroll for state and local employer units. Active members do not make contributions to the
OPEB Plan.

OPERS’ Postemployment Health Care plan was established under, and is administrated in accordance with, Internal
Revenue Code 401(h). Each year, the OPERS Board of Trustees determines the portion of the employer contribution
rate that will be set aside for funding of postemployment health care benefits. The portion of employer contributions
allocated to the health care for members in the TP was 4.0 percent during calendar year 2012. The portion of
employer contributions allocated to the health care for members in the CO was 6.05 percent during calendar year
2012. Effective January 1, 2013, the portion of employer contributions allocated to health care was lowered to 1.0
percent for both plans, as recommended by the OPERS Actuary. The OPERS Board of Trustees is also authorized
to establish rules for the retiree or their surviving beneficiaries to pay a portion of the health care benefits provided.
Payment amounts vary depending on the number of covered dependents and the coverage selected.

The Commission’s contributions to the OPERS for other postemployment benefits for the years ended December
31, 2012, 2011 and 2010 were $2,057,000, $2,219,000, and $2,925,000, respectively, equal to 100 percent of the
required contributions for each year.

(9) RISK MANAGEMENT

The Commission is self-insured for workers’ compensation and vehicle damage claims. The Commission is also self-
insured for employee health claims, up to a maximum of $175,000 per covered person per contract year. Employee
health benefits are not subject to any lifetime maximum benefit payments.

Liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be reasonably
estimated. Claim liabilities are based upon the estimated ultimate cost of settling the claims, net of any subrogation
recoveries from third parties, including specific incremental claim adjustment expenses.

“Claims and Judgments” as of December 31, 2012 in the accompanying Statement of Net Position are comprised of
the estimated liability for workers’ compensation claims totaling $1,607,000, the estimated liability for employee health
claims totaling $1,692,000, and the estimated liability for miscellaneous claims and judgments totaling $131,000.
The Commission is unaware of any unaccrued vehicle damage or unasserted workers’ compensation claims as of
December 31, 2012.

Changes in the liability for estimated workers’ compensation claims, employee health claims and miscellaneous
claims and judgments (in thousands) for the years ended December 31, were as follows:

The Commission purchases commercial insurance policies in varying amounts for general liability, vehicle liability,
bridges, use and occupancy, damage to capital assets other than vehicles, and public officials and employee liability
coverage. Paid claims have not exceeded the limits of the Commission’s commercial insurance policies for each of
the last three fiscal years. The Commission also pays unemployment claims to the State of Ohio as incurred.
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Statistical Section

The objective of the statistical section is to provide financial statement users with additional
historical perspective, context, and detail to further their understanding and assessment of the
Commission’s economic condition. This additional information includes:

B Financial trends detail intended to show changes in the Commission’s financial position over time;
B Revenue capacity detail intended to show factors affecting the Commission’s ability to generate its own-source revenues;

W Debt capacity detail intended to show the Commission’s debt burden and its ability to issue additional debt;
Demographic and economic detail intended to 1) show the socioeconomic environment within which the Commission
operates, and 2) provide information that facilitates comparisons of financial statement information
over time and among governmental entities; and

B Operating detail intended to provide contextual information about the Commission’s operations, resources
and economic condition.
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Independent Auditor’s 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

Ohio Turnpike Commission
Berea, Ohio

We have audited, in accordance with the 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, the financial statements of the Ohio Turnpike Commission
(the “Commission™), as of and for the year ended December 31, 2012, and the related notes to the financial
statements, which collectively comprise the Commission’s basic financial statements, and have issued our
report thereon dated May 31, 2013.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Commission’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Commission’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Commission’s internal control.

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 a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the Commission’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of the internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.
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Cleveland, Ohio 44122.5683
p. 216.831.7171
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Ohio Turnpike Commission
Berea, Ohio

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Commission’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Commission’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Comoe ¥ Ganwela e

Cleveland, Ohio
May 31, 2013



Dave Yost - Auditor of State

OHIO TURNPIKE COMMISSION
CUYAHOGA COUNTY
CLERK'S CERTIFICATION

This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

CLERK OF THE BUREAU
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JULY 9, 2013
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