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In the opinion of Edwards Angell Palmer & Dodge LLP, Bond Counsel to the State of Maine,
based upon an analysis of existing law and assuming, among other matters, compliance with certain
covenants, interest on the Tax-Exempt Notes is excf;ded from gross income for federal income tax
purposes under the Internal Revenue Code of 1986. Interest on the Tax-Exempt Notes is not a specific
preference item for /Jurposes of the federal individual or corporate alternative minimum taxes, although
such interest is included in adjusted current earnings when calculating corporate alternative minimum
taxable income. Interest on the Taxable Notes is included in the gross income of the owners of the
Taxable Notes for federal income tax purposes. Under existing law, interest on the Notes is excluded from
gross income for State income tax purposes. Bond Counsel expresses no opinion regarding any other tax
consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the Notes.
See “TAX MATTERS” herein.

$44,340,000

State of Maine
General Obligation Bond Anticipation Notes

Dated: Date of Delivery . Due: June 10, 2008

The Notes will be issued by the State of Maine (the “State”) in fully registered form only, without
coupons, and when issued will be registered in the name of Cede & Co., as the nominee of The Depository
Trust Company (“DTC”), New York, New York. DTC will act as securities depository (the “Securities
Depository”) of the Notes. Individual purchases will be made in book-entry form only in the principal
amount of $5,000 or any whole multiple thereof. Purchasers of the Notes will not receive certificates
representing their interests in the Notes purchased.

The Notes will be general obligations of the State and the full faith and credit of the State are
pledged to the punctual payment of J;rincipal of and interest on the Notes, as more fully described herein.
" The Notes will be issued to finance the carrying out of certain public purposes in the State.

The Notes will bear interest from the date of their delivery until maturity on June 10, 2008, at
which time the principal of and interest on the Notes will be payable by the State, as Paying Agent, to the
Securities Depository, which will in turn remit such principal and interest to its Participants (as defined
herein), which will in turn remit such principal and interest to the Beneficial Owners (as (Yeﬁne herein) of
the Notes, as described herein.

The Notes are not subject to redemption prior to maturity.

Principal
Amount Interest Rate Yield CUSIP No.
Tax-Exempt Notes:  $41,410,000 425% 3.70% 56052ATR7
Taxable Notes: 2,930,000 6.50 543 56052ATSS

The Notes are offered when, as and if issued by the State and received by the Underwriter subject
to the approval of legality by Edwards Angell Palmer & Dodge LLP, Bond Counsel, Boston,
Massachusetts. Certain legal matters will be passed upon for the Underwriter by their counsel, Preti,
Flaherty, Beliveau & Pachios, LLP, Augusta, Maine. It is expected that the Notes in definitive form will
be available for delivery to the Securities Depository in New York, New York on August 2, 2007.

UBS Investment Bank

July 25, 2007
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$44,340,000
STATE OF MAINE
GENERAL OBLIGATION BOND ANTICIPATION NOTES

INTRODUCTION

This Official Statement, including the cover page hereof and the Appendices hereto, sets
forth certain information in connection with the issuance by the State of Maine (the “State” or
“Maine”) of its $41,410,000 Tax-Exempt General Obligation Bond Anticipation Notes (the
“Tax-Exempt Notes”) and its $2,930,000 Taxable General Obligation Bond Anticipation Notes
(the “Taxable Notes” and, together with the Tax-Exempt Notes, the “Notes”). The Notes are
authorized by, and are being issued pursuant to, Article IX, Section 14, of the Constitution of the
State and certain laws of the State which were ratified by voters of the State voting in elections
thereon. See Appendix D hereto. The Notes will be general obligations of the State which are
expected to be paid from the proceeds of general obligation bonds to be issued by the State.

DESCRIPTION OF THE NOTES
General Description

The Notes will bear interest at the rates set forth on the cover page hereof from the date
of delivery of the Notes. Principal of and interest on the Notes will be payable at maturity on
June 10, 2008 from funds made available by the State to The Depository Trust Company, New
York, New York (“DTC”). So long as DTC or its nominee is the registered owner of the Notes,
disbursement of such payments to DTC is the responsibility of the State, disbursement of such
payments to the DTC Participants (hereinafter defined) is the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners (hereinafter defined) is the
responsibility of the DTC Participants or Indirect Participants (hereinafter defined) as more fully
described herein. See Appendix H, “The Depository Trust Company.” Interest on the Notes will
be computed on the basis of a 30-day month and a 360-day year.

The Notes are not subject to redemption prior to maturity.

The Notes are general obligations of the State and the full faith and credit of the State are
pledged to the punctual payment of principal of and interest on the Notes. -

Principal of and interest on the Notes are payable from the General Fund of the State.
Article V, Part Third, Section 5 of the Constitution of the State provides that if sufficient funds
are not appropriated to pay the principal of and interest on the Notes when due, then the
Treasurer of State is obligated to set apart from the first General Fund revenues received an
amount sufficient to make payment of principal of and interest on the Notes as such principal and
interest become due.

The Notes will be issued to finance the carrying out of certain public purposes in the
State. See Appendix D hereto.



INFORMATION CONCERNING THE STATE

Certain information regarding the State is set forth in the Official Statement of the State
dated May 23, 2007 relating to issuance of its $60,975,000 General Obligation Bonds which
Official Statement is included as Appendix K hereto. Certain information with respect to
revenues of the State is included in Appendix C hereto. Certain information regarding
authorized and outstanding debt of the State is included in Appendix D hereto. The information
in the Appendices hereto (except Appendix K hereto) supplements or replaces certain of the
information in Appendix K hereto.

LITIGATION

There is no controversy or litigation of any nature now pending or, to the knowledge of
the Department of the Attorney General, threatened, seeking to restrain or enjoin the issuance,
sale, execution or delivery of the Notes, or in any way contesting or affecting the validity of the
Notes, or any law or other authorization with respect to the issuance or sale of the Notes, or the
payment of the Notes, or the existence or powers of the State, or the title to their respective
offices of the present officers of the State who are responsible for the issuance, sale, execution or
delivery of the Notes.

The State is a party to numerous lawsuits. Such lawsuits include actions to recover
monetary damages from the State, disputes over individual or corporate income taxes, disputes
over sales or use taxes, and actions to alter the regulations or administrative practices of the State
in such manner as to cause additional costs to the State. The State is not aware of any pending or
threatened litigation or claim against the State, the outcome of which will have a material
adverse effect on the financial condition of the State.

TAX MATTERS

In the opinion of Edwards Angell Palmer & Dodge LLP, Bond Counsel to the State of
Maine (“Bond Counsel”), based upon an analysis of existing laws, regulations, rulings, and court
decisions, and assuming, among other matters, compliance with certain covenants, interest on the
Tax-Exempt Notes is excluded from gross income for federal income tax purposes under Section
103 of the Internal Revenue Code of 1986 (the “Code”). Bond Counsel is of the further opinion
that interest on the Tax-Exempt Notes is not a specific preference item for purposes of the
federal individual or corporate alternative minimum taxes, although Bond Counsel observes that
such interest is included in adjusted current earnings when calculating corporate alternative
minimum taxable income. Bond Counsel expresses no opinion regarding any other federal tax
consequences arising with respect to the ownership or disposition of, or the accrual or receipt of
interest on, the Notes.

Interest on the Taxable Notes is included in gross income for federal income tax
purposes.

Bond Counsel is also of the opinion that, under existing law, interest on the Notes is
excluded from gross income for State of Maine income tax purposes. Bond Counsel has not
opined as to other State of Maine tax consequences arising with respect to the Notes. Bond
Counsel has not opined as to the taxability of the Notes or the income therefrom under the laws



of any state other than the State of Maine. Complete copies of the proposed forms of opinions of
Bond Counsel are set forth in Appendix G hereto.

To the extent the issue price of any maturity of the Notes is less than the amount to be
paid at maturity of such Notes (excluding amounts stated to be interest and payable at least
annually over the term of such Notes), the difference constitutes “original issue discount,” the
accrual of which, to the extent properly allocable to each owner thereof, is treated as interest on
the Notes which is excluded from gross income for federal income tax purposes (in the case of
the Tax-Exempt Notes) and is exempt from Maine personal income taxes. For this purpose, the
issue price of a particular maturity of the Notes is the first price at which a substantial amount of
such maturity of the Notes is sold to the public (excluding bond houses, brokers, or similar
persons or organizations acting in the capacity of underwriters, placement agents or wholesalers).
The original issue discount with respect to any maturity of the Notes accrues daily over the term
to maturity of such Notes on the basis of a constant interest rate compounded semiannually (with
straight-line interpolations between compounding dates). The accruing original issue discount is
added to the adjusted basis of such Notes to determine taxable gain or loss upon disposition
(including sale, redemption, or payment on maturity) of such Notes. Holders of the Notes should
consult their own tax advisors with respect to the tax consequences of ownership of Notes with
original issue discount, including the treatment of purchasers who do not purchase such Notes in
the original offering to the public at the first price at which a substantial amount of such Notes is
sold to the public.

Tax-Exempt Notes purchased, whether at original issuance or otherwise, for an amount
greater than the stated principal amount to be paid at maturity of such Tax-Exempt Notes, or, in
some cases, at the earlier redemption date of such Tax-Exempt Notes ("Premium Notes"), will be
treated as having amortizable bond premium for federal income tax purposes and Maine personal
income tax purposes. No deduction is allowable for the amortizable bond premium in the case of
obligations, such as the Premium Notes, the interest on which is excluded from gross income for
federal income tax purposes. However, a holder’s basis in a Premium Note will be reduced by
the amount of amortizable bond premium properly allocable to such holder. Holders of Premium
Notes should consult their own tax advisors with respect to the proper treatment of amortizable
bond premium in their particular circumstances.

The Code imposes various requirements relating to the exclusion from gross income for
federal income tax purposes of interest on obligations such as the Tax-Exempt Notes. Failure to
comply with these requirements may result in interest on the Tax-Exempt Notes being included
in gross income for federal income tax purposes, possibly from the date of original issuance of
the Tax-Exempt Notes. The State has covenanted to comply with such requirements to ensure
that interest on the Tax-Exempt Notes will not be included in federal gross income. The opinion
of Bond Counsel assumes compliance with these covenants.

Bond Counsel has not undertaken to determine (or to inform any person) whether any
actions taken (or not taken) or events occurring (or not occurring) after the date of issuance of
the Tax-Exempt Notes may adversely affect the value of, or the tax status of interest on, the Tax-
Exempt Notes. Further, no assurance can be given that pending or future legislation, including
amendments to the Code, if enacted into law, or any proposed legislation, including amendments
to the Code, or any future judicial, regulatory or administrative interpretation or development
with respect to existing law, will not adversely affect the value of, or the tax status of interest on,



the Tax-Exempt Notes. Prospective Noteholders are urged to consult their own tax advisors with
respect to proposals to restructure the federal income tax.

Prospective Noteholders should also be aware that the statutory framework on which the
exemption from Maine personal income taxes described above is based is similar to that at issue in
Department of Revenue of Kentucky v. Davis, 197 S.W.3d 557 (Ky. App. 2006), cert. granted, 75
U.S.L.W. 3621 (May.21, 2007), in which the Kentucky court held that a statute that provided more
favorable income tax treatment for holders of bonds issued by Kentucky issuers than for holders of
out-of-state municipal bonds violated the commerce clause of the United States Constitution.
Should the United States Supreme Court affirm the holding of the Kentucky court, subsequent
Maine judicial decisions, or statutory enactments intended to ensure the constitutionality of Maine
tax law, could, among other alternatives, adversely affect the Maine tax exemption of outstanding
municipal bonds and notes, including the Notes, to the extent constitutionally permissible, or result
in the exemption from Maine income tax of interest on non-Maine municipal bonds and notes,
either of which could adversely affect the market price of the Notes.

Although Bond Counsel is of the opinion that interest on the Tax-Exempt Notes is
excluded from gross income for federal income tax purposes and that interest on the Notes is
exempt from Maine personal income taxes, the ownership or disposition of, or the accrual or
receipt of interest on, the Notes may otherwise affect a Noteholder’s federal tax liability (in the
case of the Tax-Exempt Notes) or state tax liability. The nature and extent of these other tax
consequences will depend upon the particular tax status of the Noteholder or the Noteholder’s
other items of income or deduction. Bond Counsel expresses no opinion regarding any such
other tax consequences, and Noteholders should consult with their own tax advisors with respect
to such consequences.

DOCUMENTS ACCOMPANYING DELIVERY OF THE NOTES
Absence of Litigation

Upon delivery of the Notes, the State will furnish an opinion of the Department of the
Attorney General, dated the date of delivery of the Notes, to the effect that there is no litigation
of any nature pending or threatened to restrain or enjoin the issuance or delivery of the Notes or
in any way contesting or affecting the validity of the Notes or any of the proceedings taken with
respect to the issuance and sale thereof or the levy or collection of any taxes to pay principal of
or interest on the Notes. In addition, such opinion will state that, based on consultations with
certain officers of the State, there is no litigation of any nature now pending or threatened by or
against the State wherein an adverse judgment or ruling could have a material adverse effect on
the financial condition of the State or adversely affect the power of the State to levy, collect or
enforce the collection of taxes or other revenues for the payment of its Notes which has not been
disclosed in this Official Statement. :

Treasurer’s Certificate

Upon delivery of the Notes, the State will furnish a certificate of the Treasurer of State,
dated the date of delivery of the Notes, to the effect that to the best of his knowledge this Official
Statement does not contain any untrue statement of a material fact or omit to state any material



fact necessary to make the statements made herein, in light of the circumstances under which
they were made, not misleading.

Legal Opinions

The opinions of Edwards Angell Palmer & Dodge LLP (i) approving the authorization
and issuance of the Notes and (ii) with respect to the tax status of the Notes will be delivered at
the time of delivery of the Notes in substantially the forms set forth in Appendix G to this
-Official Statement.

Secondary Market Disclosure

In order to assist UBS Securities LLC, the underwriter which is purchasing the Notes (the
“Underwriter”), in complying with the Municipal Securities Disclosure Rule, 17 CFR
§240.15¢c2-12 (the “Rule”), promulgated by the Securities and Exchange Commission, the State
will undertake in the Notes to provide notices of certain events. Such undertaking of the State is
summarized in Appendix I hereto.

The State has never failed to comply in all material respects with any previous
undertakings with respect to the Rule to provide annual financial information or notices of
material events.

RATING

Moody’s Investors Service, Inc., has assigned its rating of “MIG 1” to the Notes.
The State has furnished such rating agency with certain information and materials concerning the
Notes and the State, some of which is not included in this Official Statement. Generally, such
rating agency bases its ratings on such information and materials and also on such investigations,
studies and assumptions as it may undertake or establish independently.

The rating is not a recommendation to buy, sell or hold the Notes and such rating should
be evaluated independently. Such rating is subject to change or withdrawal at any time and any
such change or withdrawal may affect the market price or marketability of the Notes.

UNDERWRITING

The Notes are being purchased by the Underwriter. The Underwriter has agreed to
purchase the Notes at a price of $44,516,116.80, which purchase price reflects an Underwriter’s
discount, from the public offering price of the Notes, in the amount of $38,321.00. The purchase
contract relating to the Notes provides that the Underwriter will purchase all of the Notes, if any
Notes are purchased, the obligation to make such purchase being subject to certain terms and
conditions set forth in the purchase contract, subject to the approval of certain legal matters by
Preti, Flaherty, Beliveau & Pachios, LLP, Augusta, Maine, counsel for the Underwriter. The

" initial public offering prices of the Notes stated on the cover page hereof may be changed, from

time to time, by the Underwriter. The State has been advised by the Underwriter that (i) it
presently intends to make a market in the Notes, (ii) it is not, however, obligated to do so, (iii)
any market making may be discontinued at any time, and (iv) there can be no assurance that an
active public market for the Notes will develop. The Underwriter may offer and sell the Notes to
certain dealers (including dealers depositing the Notes into unit investment trusts, certain of



Notes into unit investment trusts, certain of which may be sponsored or managed by the
Underwriter) and others at a price lower than the public offering price of the Notes stated on the
~cover page hereof.

MISCELLANEOUS

Any provisions of the constitution of the State, of all laws and of other documents set forth
or referred to in this Official Statement are only summarized, and such summaries do not purport
to be complete statements of any of such provisions. Only the actual text of such provisions can be
‘relied upon for completeness and accuracy.

, This Official Statement contains certain forward-looking statements that are subject to a
variety of risks and uncertainties that could cause actual results to differ from the projected results,
including without limitation general economic and business conditions, conditions in the financial
- markets, the financial condition of the State and various state agencies and authorities, receipt of

federal grants, litigation, arbitration, force majeure events.and various other factors that are beyond

the control of the State and its various agencies and authorities. Because of the ‘inability to predict
all factors that may affect future decisions, actions, events or financial circumstances, what actually
happens may be different from what is set forth in such forward-looking statements. Forward-
looking statements are indicated by use of such words as “may,” “should,” “intends,” “expects,”
“believes,” “anticipates,” “estimates” and others.

All estimates and assumptions in this Official Statement have been made on the best
information available and are believed to be reliable, but no representations whatsoever are made
that such estimates and assumptions are correct. So far as any statements in this Official Statement
involve any matters of opinion, whether or not expressly so stated, they are intended merely as
such and not as representations of fact. The various tables may not add due to rounding of figures.

Neither the office of the State Auditor, nor any other independent accountants, have
compiled, examined or performed any procedures with respect to any financial information
contained herein, nor have they expressed any opinion or any other form of assurance on such
“information. : ' : :

“The information, estimates and assumptions and expressions of opinion in this Official .
Statement are subject to change without notice. Neither the delivery of this Official Statement nor
any sale made pursuant to this Official Statement shall, under any circumstances, create any
implication that there has been no change in the affairs of the State or its agencies, authorities or
political subdivisions since the date of this Official Statement, except as expressly stated.

Questions regarding this Official Stat_ement or requests for. additional information
concerning the State should be directed to Barbara Raths, Deputy State Treasurer, 39 State
House Station, Augusta, Maine 04333, telephone: 207-624-7477; facsimile: 207-287-2367:

~ STATE OF MAINEy |
By: W\ |
DavidG. Lemoine
Dated: July 25, 2007 Treasurer of State




APPENDIX A

STATE OF MAINE INFORMATION SUPPLEMENT

The last paragraph under “FISCAL MANAGEMENT — Revenue Forecasting” on
page A-11 of Appendix K hereto is deleted and replaced with the following:

In its March, 2007 report, the Revenue Forecasting Committee projected a decrease of
approximately $33,700,000 in General Fund revenues for fiscal year 2007. This projection was
amended at a subsequent special meeting of the Committee held in late May, 2007. At that
'meeting, fiscal year 2007 General Fund revenues were adjusted upward by approximately
$17,800,000. In its March, 2007 report, the Revenue Forecasting Committee also projected a
decrease of approximately $40,600,000 in General Fund revenues for fiscal years 2008 and 2009.
These revenue projections were adjusted slightly at the Committee’s May meeting, with an
upward adjustment of just over $1,500,000 over the course of the coming biennium. The
biennial budget for fiscal years 2008 and 2009, Public Law 2007, chapter 240, effective June 7,
2007 (“2007 Chapter 240) reflects these most recent revenue projections.

The next to last paragraph under “FISCAL MANAGEMENT — General Fund
Appropriation Limit” on page A-13 of Appendix K hereto is deleted and replaced with the
following:

Public Law 2007, chapter 1, effective February 13, 2007 (“2007 Chapter 1”), as modified
by 2007 Chapter 240, modified the distribution of the unappropriated surplus of the General
Fund for fiscal year 2007. 2007 Chapter 1 requires the transfer of up to $82,000,000 of the
General Fund unappropriated surplus remaining at the close of fiscal year 2007 to the State
Department of Health and Human Services Medical Care Payments Account prior to any of the
transfers required by 2005 Chapter 519. The funds are to be used specifically for the payment of
outstanding settlements to hospitals participating in the State’s Medicaid program (the
- “MaineCare Program” or “MaineCare”) and to increase interim payment rates for those facilities.

_. The last two paragraphs under “FISCAL MANAGEMENT - Citizen Initiated
Legislation” on page A-13 of Appendix K hereto are deleted and replaced with the following:

At the initiative of certain citizens of the State pursuant to the Constitution of the State,
Public Law 2007, chapter 469, “An Act to Allow a Tax Credit for College Loan Repayment”
(“2007 Chapter 469”) has been considered and enacted by the State Legislature and signed into
‘law by the Governor. 2007 Chapter 469 authorizes, subject to certain conditions, a tax credit to
-reimburse educational loan payments for a State resident who earns certain degrees from certain
higher education institutions in the State and who lives, works and pays taxes in the State after
earning any such degree. It is currently expected that the General Fund revenue loss attributable
to the tax credit authorized by 2007 Chapter 469 will be approximately $148,000 in fiscal year
2009, as 2007 Chapter 469 begins to be implemented, approximately $1,000,000 in fiscal year
2010 and approximately $9,000,000 for the two fiscal years 2011 and 2012.
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The last three rows of the table and the related footnote in the first paragraph under
“STATE BUDGETS” on page A-17 of Appendix K hereto are deleted and replaced with the
following:

Fiscal Year General Fund Highway Fund
Ending June 30 Expenditures Authorized Expenditures Authorized
2007 $2,978,358,710 $346,221,340
2008 3,130,092,239 341,139,816
2009’ 3,188,564,162 344,443,786

* Subject to change upon reconciliation of budget acts and miscellaneous acts with fiscal impact.

The third, fourth and fifth paragraphs under “STATE BUDGETS” on page A-17 of
Appendix K hereto are deleted and replaced with the following:

Following review of spending requests for fiscal years 2008 and 2009, the Governor
proposed a budget for fiscal years 2008 and 2009 that fully funds the current operational needs of
State government. The Governor modified and resubmitted his budget proposal twice and the
Legislature, having made its own modifications to the Governor’s proposal, enacted 2007
Chapter 240 which makes further adjustments to the fiscal year 2007 budget and establishes the
budget for fiscal years 2008 and 2009. 2007 Chapter 240 includes approximately $249,000,000
for funding K-12 Education which is required to bring the State’s share of the cost of essential
programs and services for public education to the statutorily mandated level of 55%. The 55%
requirement arose from certain citizen-initiated legislation which is described below under the
heading “Certain Expenditures and Obligations — Education Funding.” 2007 Chapter 240 also
includes a school consolidation plan that is expected to reduce the General Fund cost of funding
K-12 Education by approximately $36,000,000 in fiscal years 2008 and 2009.

The first three paragraphs under “CERTAIN EXPENDITURES AND
OBLIGATIONS - General Fund Expenditures” on page A-18 of Appendix K hereto are
deleted and replaced with the following:

Total General Fund expenditures for fiscal year 2006 were approximately 15.8% greater,
on a'budgetary basis, than those for fiscal year 2002. Total General Fund expenditures for fiscal
years 2006 and 2007 were approximately 7.7% greater, on a budgetary basis, than those for fiscal
years. 2004 and 2005. It is expected that total General Fund expenditures for fiscal years 2008
and 2009 will be approximately 8% greater, on a budgetary basis, than those for fiscal years
2006 and 2007.

A-2



The following table sets forth, by certain major categories, expenditures which have been
budgeted in each of fiscal years 2007, 2008 and 2009. The following amounts are subject to
change upon reconciliation of the budget act and miscellaneous acts with fiscal impact.

2007 2008 2009
Governmental Support and Operations $230,312,728 $244,232,033 $246,452,414
Economic Development & Workforce Training 40,465,044 38,783,173 41,232,338
Education 1,421,516,207 1,485,469,616 1,536,757,282
Arts, Heritage & Cultural Enrichment 8,904,371 8,980,524 9,100,641
Natural Resources Development & Protection 71,414,198 74,007,892 75,173,989
Health & Human Services 967,053,559 1,014,713,882 1,017,641,189
Justice & Protection 238,692,603 263,905,119 262,206,309
Total $2,978.358,710  $3,130,092,239  $3,188,564,162

General Fund expenditures for fiscal years 2008 and 2009 are currently budgeted at
approximately $6,318,700,000, of which approximately 47.8% will be attributable to education,
approximately 32.2% will be attributable to health and human services inclusive of Medicaid and
approximately 20% will be attributable to other purposes of State government.

The two sentences before the last sentence in the first paragrdph under “CERTAIN
EXPENDITURES AND OBLIGATIONS — Education Funding” on page A-19 of Appendix K
hereto are deleted and replaced with the following:

The budget for fiscal years 2006 and 2007, as amended by 2006 Chapter 519, included
approximately $280,000,000 to fund the increase in the State’s share of K-12 Education costs
attributable to the Initiated School Finance Act. The budget for fiscal years 2008 and 2009, 2007
Chapter 240, includes approximately $249,000,000 to fund the increase in the State’s share of K-
12 Education costs attributable to the Initiated School Finance Act.

The information under “CERTAIN EXPENDITURES AND OBLIGATIONS - Debts
of the State” on pages A-20 and A-21 of Appendix K hereto is deleted and replaced with the
Sollowing:

Debts of the State

As of June 30, 2007, there were outstanding general obligation bonds of the State in the
principal amount of $448,760,000, including the principal amount of $398,280,000 to be paid
from the General Fund, the principal amount of $50,460,000 to be paid from the Highway Fund
and the principal amount of $20,000 to be paid from the Self-Liquidating Fund. Debt service
requirements to maturity for the outstanding general obligation bonds are set forth in Appendix
D herein.

As of the date hereof, there are no outstanding tax anticipation notes of the State. Based
upon current cash flow projections, the State expects to borrow for general fund cash flow
purposes in fiscal year 2008. The State expects first to use interfund borrowings from the
Treasurer's cash pool to satisfy its cash flow needs and second to borrow externally, if necessary.
The amount to be borrowed externally could be as much as $120,000,000. If external borrowing
is required, a combination of tax anticipation notes anda proposed line of credit with a
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bank could be used. The timing and amount of any such borrowings will depend upon the actual
cash flow needs of the State.

As of the date hereof, there are no outstanding bond anticipation notes of the State.
Following the issuance of the Notes and application of other available funds, if any, there will be
authorized by the voters of the State for certain purposes, but unissued, bonds and notes in the
aggregate principal amount of $121,757,000. As of the date hereof, the aggregate principal
amount of bonds of the State authorized by the Constitution and implementing legislation for
certain purposes, but unissued, is $99,000,000. See “Fiscal Management — Constitutional Debt
Limit” and “Certain Public Instrumentalities — Finance Authority of Maine” and “— Maine State
Housing Authority” herein.

Public Laws 2007, Chapter 39, effective April 10, 2007, authorizes the Treasurer of State,
under the direction of the Governor, to issue general obligation bonds of the State not exceeding
the following amounts and for the following purposes, provided that a majority of the voters of
the State voting in elections held in the following months have approved each amount and
purpose set forth below. :

Amounts Purposes Election Dates
$ 43,500,000 Building renovations, improvements and additions at all November,
campuses of the Maine Community College System, the 2007

Maine Maritime Academy and the University of Maine
System; replenishment of the School Revolving Renovation
Fund for school repairs and renovations; and capital
improvements for cultural and educational assets

55,000,000 Stimulate economic development and job creation by November,
providing $5,000,000 in loans and grant funds and 2007
$50,000,000 in research, development and commercialization
funds for targeted technology sectors, awarded after a
.competitive process administered by the Maine Technology
Institute

35,500,000 Investment in land conservation, water access, wildlife November,
habitat, outdoor recreation opportunities, farmland, working 2007
waterfront, state parks, historic sites and riverfront,
community and farm infrastructure

29.725.000 Natural resource, agricultural and transportation infrastructure  June, 2008
$163,725,000 TOTAL
In addition to the Notes and the external cash flow borrowing expected to be issued as
described above, the State expects during the fiscal year ending June 30, 2008 to issue bonds to

pay the principal of the Notes and any other bond anticipation notes of the State which may be
issued during the fiscal year ending June 30, 2008.
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For additional information concerning long-term debts of the State, see Appendix D
hereto.

The second paragraph under “REVENUES OF THE STATE — General” on page A-25
of Appendix K hereto is deleted and replaced with the following:

Revenues for June, 2007 were approximately $478,744,000, which is approximately
$21,170,000 or 4.6% in excess of estimated revenues for the month. Revenues for the twelve
months enided June 30, 2007 were approximately $3,019,595,000, which is approximately
$14,597,000 or 0.5% in excess of estimated revenues for the twelve month period. Individual
income tax revenue exceeded estimated revenues for the month by approximately $9,854,000 or
5.6% and for the twelve month period by approximately $6,315,000 or 0.5%. Sales and service
provider tax revenue is $3,159,000 or 1.8% more than estimated for June and $2,796,000 or
0.3% less than estimated for the twelve month period. Corporate income tax was over budget by
$11,659,000 or 36.4% in June and $11,773,000 or 6.8% year to date. Insurance, tobacco and
estate taxes were all close to budget for the month and the twelve month period. Other
miscellaneous revenues are over budget by approximately $2,970,000 or 1.3% for the fiscal year.
The foregoing revenue information has been prepared based on preliminary, unaudited month
end figures and is subject to change. For additional information, see page C-2 herein.
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APPENDIX C

CERTAIN REVENUES OF THE STATE

-‘Undedicated Revenues, General Fund, Year Ended June 30, 2007.......ccccoiveeeeeveenceeenennne

Highway Fund Revenues, Year Ended June 30, 2007..........ccovvnieiniiinnniinnnniininieeceennes
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APPENDIX D

SELECTED INFORMATION REGARDING AUTHORIZED AND UNISSUED
DEBT OF THE STATE

Pages D-2 through D-7 of Appendix K hereto are deleted and replaced with the five
pages which follow this page. The first two of such following pages set forth the purposes for
which authorized expenditures may be made, the expending department or agency, the

authorizing acts and the balances of authorized expenditures after giving effect to the issuance
of the Notes.
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GENERAL FUND BONDS'
Debt Service Requirements to Maturity

June 30, 2007
Fiscal Year Principal Interest Total
2008 $ 66,230,000.00 $16,057,428.46 $ 82,287,428.46
2009 61,030,000.00 13,334,455.48 74,364,455.48
2010 56,915,000.00 10,684,221.72 67,599,221.72
2011 51,550,000.00 8,166,715.47 59,716,715.47
2012 49,445,000.00 6,132,064.46 55,577,064.46
2013 46,685,000.00 4,219,927.46 50,904,927.46
2014 30,460,000.00 2,423,911.46 32,883,911.46
2015 23,940,000.00 1,285,353.28 25,225,353.28
2016 8,630,000.00 533,479.60 9,163,479.60
2017 (Final Maturity) 3.395.000.00 146.715.80 3,541,715.80
TOTAL 280,000.0 $62,984273.19  $461,264,273.19
HIGHWAY FUND BONDS®
Debt Service Requirements to Maturity
June 30, 2007
Fiscal Year Principal Interest Total
2008 $10,750,000.00 $2,050,995.01 $12,800,995.01
2009 7,750,000.00 1,610,616.26 9,360,616.26
2010 6,065,000.00 1,275,291.26 7,340,291.26
2011 6,070,000.00 1,035,481.88 7,105,481.88
2012 4,150,000.00 782,693.75 4,932,693.75
2013 4,150,000.00 617,600.00 4,767,600.00
2014 3,425,000.00 451,600.00 3,876,600.00
2015 2,700,000.00 329,100.00 3,029,100.00
2016 2,700,000.00 216,000.00 2,916,000.00
2017 (Final Maturity) 2.700.000.00 108.000.00 2.808.000.00
TOTAL $50,460.000.00  $8,477,378.16 $58.937,378.16

! General Fund Bonds are expected to be paid from amounts in the General Fund. For a description of the General
Fund, see “Fiscal Management - The Accounting System” herein. '

2 Highway Fund Bonds are expected to be paid from amounts in the Highway Fund. For a description of the
Highway Fund, see “Fiscal Management - The Accounting System” herein.
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SELF-LIQUIDATING BONDS'
Debt Service Requirements to Maturity

June 30, 2007
Fiscal Year Principal Interest Total Debt Service
2008 (Final Maturity) $20.000.00 $£750.00 $20.750.00
TOTAL $20.000.00 $750.00 $20,750.00

! Self-liquidating bonds are expected to be paid from fees and charges to be paid by users of the public facilities financed with the proceeds of
such bonds. .

INFORMATION REGARDING LEASE FINANCING AGREEMENTS

Agency

Department of Transportation
Department of Transportation
Administrative & Financial Services
Secretary of State

Department of Transportation
Department of Education
Administrative & Financial Services
Public Safety

Department of Corrections
Administrative & Financial Services
Department of Transportation
Department of Transportation
Administrative & Financial Services
Department of Transportation
Administrative & Financial Services
Public Safety

Administrative & Financial Services
Department of Corrections
Department of Education
Administrative & Financial Services
Administrative & Financial Services
Public Safety

Department of Transportation
Administrative & Financial Services
TOTALS:

Date of
Agreement

May, 2002
May, 2002
December, 2002
June, 2003
December, 2003
December, 2003
March, 2004
February, 2005
March, 2005
April, 2005
May, 2005
June, 2005
April, 2006
September, 2005
October, 2005
April, 2006
July, 2006
August, 2006
September, 2006
February, 2007
February, 2007
March, 2007
March, 2007
April, 2007

D-6

Principal
Original Amount Principal &
Principal Outstanding Interest

Amount 6/30/07 Due FY 08

$ 5,000,000 $ 3,015,000 $ 667,675
2,000,000 620,000 324,081
309,830 41,088 42,713
6,500,000 1,385,000 1,440,400
793,200 426,703 152,104
2,335,000 960,000 503,335
3,000,000 770,000 791,175
1,300,000 447,635 458,777
1,200,000 751,469 270,383
2,900,000 1,499,295 782,062
1,200,000 715,309 280,353
300,000 103,588 106,394
4,100,000 3,105,912 1,141,449
2,000,000 1,324,783 515,217
9,200,000 9,200,000 3,425,170
1,800,000 1,212,104 649,493
10,000,000 8,531,364 1,652,727
3,600,000 3,600,000 690,812
19,226,266 14,617,444 5,305,320
14,000,000 14,000,000 2,455,177
800,000 808,027 261,363
1,300,000 1,300,000 463,245
2,500,000 2,500,000 680,318
4,500,000 3.957,980 1,228,588
$99,864,296  $74.892,701  $24,288.331



Debt Ratios

The following table sets forth certain ratios relating to the State’s general obligation debt and
certain lease financing agreements as of June 30, 2007.

Debt to
. Estimated Debt to
Amount Full Personal

of Debt Per Capita (1) Valuation (2) Income (3)

General Fund $398,280,000 $301.37 0.27% 0.93%
Highways & Bridges 50,460,000 38.18 0.03 0.12
Self-liquidating 20,000 0.02 0.00 0.00
Total $448.760,000 $339.57 0.30% 1.05%

(1)  Based on population estimate of 1,321,574 for 2006 by the U.S. Department of
Commerce, Bureau of the Census.

(2) Basedon assessed property valuation at full value by the Maine Revenue Services as of
January 2007 of $148,946,200,000.

(3)  Based on State of Maine total persohal income reported by the U.S. Department of
Commerce for 2006, second quarter annualized, of $42,749,735,000.

Debt Ratio Statistics

June 30, 2007
Debt to Full Value _
1997 eeeeeeerereeeeerere st rsureesana e s sesaeesaeasass e ane e s e se b erat er R as b s st nre s b s e basas 0.67%
2007 eeeeecreereeeernrierteeessrrerassas e s ae s b e s s a e e s s s g s saseeas bt se bt s s s st e s se s s s breesesan 0.30%
Debt to Personal Income o
B0 T eeeeeetecte e e et rer e sae e st e e ee s e et e seesa st e se e ae s e s e et sas e e R sr e n s b b s e b e s R bans 1.82%
2007 .. eeeeeeeeeeceenteecersenrereessssaesssessatessssssanesessartssesb b ar e ssa s st a b e e e aaasansannn 1.05%
Per Capita Debt '
FOO97 . eerretreerreseree e e e s st resnresees st assnassnt e rassrs e st e et e sa st sabe s b e s esenbe b nrenas $378.19
2007 e riteeeeestesere s e resteesssesnsssessentesessenrttosssaat e sss e sbanass s ar et rnrnaaesesaas $339.57



The table entitled “DEBT SERVICE PAID OVER PAST TEN FISCAL YEARS” at the
top of page D-8 of Appendix K hereto is deleted and replaced with the following:

DEBT SERVICE PAID OVER PAST TEN FISCAL YEARS

General Fund General Fund Highway Fund Highway Fund Total Total
Fiscal Year Principal Interest Principal Interest Principal Interest
1998 $ 56,545,600 $ 18,035,896 $ 19,880,000 $ 7,075,196 76,425,600 25,111,092
1999 57,235,000 17,716,780 22,380,000 7,305,133 79,615,000 25,021,913
2000 59,810,000 17,497,114 22,470,000 6,862,012 82,280,000 24,359, 126
2001 65,850,000 18,082,743 21,820,000 5,619,484 87,670,000 23,702,227
2002 64,225,000 15,444,189 23,300,000 5,299,529 87,525,000 20,743,718
© 2003 63,880,000 12,941,300 21,215,000 4,003,828 85,095,000 16,945,128
2004 56,240,000 12,567,264 16,015,000 3,022,015 72,255,000 15,589,279
2005 53,440,000 12,525,813 13,280,000 2,477,535 66,720,000 15,003,348
2006 57,915,000 15,253,937 13,950,000 2,007,306 71,865,000 17,261,243
2007 69,280,000 17,364,513 10,415,000 1,387,084 79,695,000 18,751,597
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APPENDIX G
PROPOSED FORM OF BOND COUNSEL OPINION
Upon delivery of the Tax-Exempt Notes, Edwards Angell Palmer & Dodge LLI.P, as Bond

Counsel, propeses to issue its approving opinion as to the Tax-Exempt Notes in substantially the
following form:

EDWARDS ANGELL PALMER&.‘.)GE w

Hl Huntmgmn A&eauc Buoston, MA 07‘199 617.22 ‘3‘? ’33300 farﬁ]?.lz?l 420

[Date of Delivery]

The Honorable David Gi. Lemoine
Treasurer of State

The State of Mainc

39 State House Station

Augusta, Main: 04133

$41,410,000
State of Maine
Max-Exempt General Obligation Bond Anticipation Notes
Dated Date of Delivery

We have acted as bond counsel to the State of Maine in connection with the issuance by the State
of Maine of the above-referenced notes (the “Notes™). In such capacity, we have examined the
law and such certified proceedings and other papers as we have deemed necessary to render this
opinion.

As to questions of fact matenal to our opinion we have relied upon representations and
covenants of the State of Maine contained in the certified procecdings and other certifications of
public officials furnished 1o us. without undertaking to verify the same by independent
investigation.

Based on our ¢xamination, we are of the opinion, under existing law, as follows:

I. Fhe Notes are valid and binding general obligations of the State of Maine and the
full faith and credit of the State of Maine are pledged for the payment of the principal of and
interest on the Notes.



2. Interest on the Notes is excluded from the gross income of the owners of the
Notes for federal income tax purposes. In addition, interest on the Notes is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes.
However, such interest is included in adjusted current earnings when calculating corporate
alternative minimum taxable income. In rendering the opinions set forth in this paragraph, we
have assumed compliance by the State of Maine with all requirements of the Internal Revenue
Code of 1986 that must be satisfied subsequent to the issuance of the Notes in order that interest
thereon be, and continue to be, excluded from gross income for federal income tax purposes.
The State of Maine has covenanted to comply with all such requirements. Failure by the State of
Maine to comply with certain of such requirements may cause interest on the Notes to become
included in gross income for federal income tax purposes retroactive to the date of issuance of
the Notes.

3. Interest on the Notes is excluded from gross income for State of Maine income
tax purposes. We express no opinion regarding any other State of Maine tax consequences
arising with respect to the Notes or any tax consequences arising with respect to the Notes under
the laws of any state other than the State of Maine.

This opinion is expressed as of the date hereof, and we neither assume nor undertake any
obligation to update, revise, supplement or restate this opinion to reflect any action taken or
omitted, or any facts or circumstances or changes in law or in the interpretation thereof, that may
hereafter arise or occur, or for any other reason.

The rights of the holders of the Notes and the enforceability of the Notes may be subject to
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’

rights heretofore or hereafter enacted to the extent constitutionally applicable, and their
enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

Edwards Angell Palmer & Dodge LLP
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APPENDIX G
PROPOSED FORM OF BOND COUNSEL OPINION
Upon delivery of the Taxable Notes, Edwards Angell Palmer & Dodge L1.P, as Bond

Counsel. proposes to issue its approving opinion as to the Taxable Notes in substantially the
following form:

02199 6172390100 fux 617,22

IIIHunﬂngtonAvenue Busmrx , 4421} < mmm

[Date of Delivery]

The Honorable David (. Lemoine
Treasurer of State

The State of Maine

39 State House Station

Augusta, Maine 04333

$2,930,000
State of Maine
Taxable General Obligation Bond Anticipation Notes
Dated Date of Delivery

We have acted as bond counsel to the State of Maine in connection with the issuance by the State
of Maine of the above-referenced notes (the “Notes™). In such capacity, we have examined *he
law and such certified proceedings and other papers as we have deemed necessary to render this
opinion.

As to questions of fact material to our opinion we have relied upon representations and
covenants of the State of Maine contained in the certified proceedings and other certifications ¥
public officials furnished to us, without undertaking to verify the same by independent
investigation.

Based on our examination, we are of the opinion, under existing law, as follows:

l. I'he Notes are valid and binding general obligations of the State of Maine and the
full faith and credit of the State of Maine are pledged for the payment of the principal of and
interest on the Notes.

2. [nterest on the Notes is included in the gross income of the owners of the Notcs
for federal inceme tax purposes.

G-3



3. Interest on the Notes is excluded from gross income for State of Maine income
tax purposes. We express no opinion regarding any other State of Maine tax consequences
arising with respect to the Notes or any tax consequences arising with respect to the Notes under
the laws of any state other than the State of Maine.

This opinion is expressed as of the date hereof, and we neither assume nor undertake any
_obligation to update, revise, supplement or restate this opinion to reflect any action taken or
omitted, or any facts or circumstances or changes in law or in the interpretation thereof, that may
hereafter arise or occur, or for any other reason. '

The rights of the holders of the Notes and the enforceability of the Notes may be subject to
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’

rights heretofore or hereafter enacted to the extent constitutionally applicable, and their
enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

Edwards Angell Palmer & Dodge LLP
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APPENDIX H

THE DEPOSITORY TRUST COMPANY

The Depository Trust Company (“DTC”), New York, NY will act as securities depository
for the Notes. The Notes will be issued as fully-registered securities registered in the name of
Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered Tax-Exempt Note certificate will be
issued in the aggregate principal amount thercof and will be deposited with DTC. One fully-
registered Taxable Note certificate will be issued in the aggregate principal amount thereof and

will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under
the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered

pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended.
" DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments from over 100
countries that DTC’s participants (“Direct Participants™) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between
Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-
owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is
owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing
Corporation, (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others such as both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dtcc.com.

Purchases of the Notes under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Notes on DTC’s records. The ownership interest
of each actual purchaser of each Note (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Notes are to be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
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Beneficial Owners will not receive certificates representing their ownership interests in Notes,
except in the event that use of the book-entry system for the Notes is discontinued.

To facilitate subsequent transfers, all Notes deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as
may be requested by an authorized representative of DTC. The deposit of Notes with DTC and
their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Notes; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Notes are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. Beneficial Owners of the Notes
may wish to take certain steps to augment the transmission to them of notices of significant
events with respect to the Notes, such as redemptions and defaults. For example, Beneficial
Owners of the Notes may wish to ascertain that the nominee holding the Notes for their benefit
has agreed to obtain and transmit notices to Beneficial Owners.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
_respect to the Notes unless authorized by a Direct Participant in accordance with DTC’s
- Procedures. Under its usual procedures, DTC mails an omnibus proxy to the State as soon as
possible after the record date. The omnibus proxy assigns Cede & Co.’s consenting or voting
rights to those Direct Participants to whose accounts the Notes are credited on the record date
(identified in a listing attached to the omnibus proxy).

Principal, interest and redemption payments on the Notes will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and
corresponding detail information from the State on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners
will be governed by standing instructions and customary practices, as is the case with securities
held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility -of such Participant and not of DTC, or the State, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of principal, interest and
redemption proceeds to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the State, and disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Notes at
“any time by giving reasonable notice to the State. Under such circumstances, in the event that a
successor depository is not obtained, Notes certificates are required to be printed and delivered.



The State may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Notes certificates will be printed and
delivered. '

The information in this Appendix H concerning DTC and DTC’s book-entry system has
been obtained from sources that the State believes to be reliable, but the State takes no
responsibility for the accuracy thereof.
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APPENDIX I

SECONDARY MARKET DISCLOSURE

Pursuant to the Municipal Securities Disclosure Rule, 17 CFR §240.15¢2-12 (the
“Rule”), promulgated by the Securities and Exchange Commission (the “SEC”), the Underwriter
shall not purchase or sell the Notes unless the Underwriter has reasonably determined that the
State, as issuer of the Notes, has undertaken in a written agreement or contract for the benefit of
the holders of the Notes to provide certain information in the manner and to the locations
described below. In order to assist the Underwriter in complying with the Rule, the State has
covenanted in the Notes for the benefit of the Beneficial Owners that the State will provide, in a
timely manner, to each nationally recognized municipal securities information repository
(“NRMSIR”) and to any state information depository (“SID”), notice of any of the following
events with respect to the Notes, if material:

1. principal and interest payment delinquencies;
non-payment related defaults;
3. unscheduled draws on debt service reserves reflecting financial
difficulties;
4. unscheduled draws on credit enhancements reflecting financial
difficulties;
5. substitution of credit or liquidity providers, or their failure to perform;
-6. adverse tax opinions or events affecting the tax-exempt status of the
Notes;
7. modifications to rights of the holders (including Beneficial Owners) of the
Notes;
8. bond calls;
9, defeasances;
10.  release, substitution, or sale of property securing repayment of the Notes;
and

11.  rating changes.

In a letter from the staff of the SEC to the National Association of Bond Lawyers, dated
September 19, 1995, the SEC staff stated that undertakings pursuant to the Rule may not
eliminate references to events 1 through 11 set forth in the Rule and in the paragraph above,
regardless of whether any particular event is believed to be applicable to the Notes. Certain of
events 1 through 11 set forth in the paragraph above may not, however, be applicable. Events 3,
4 and 5 may not be applicable, since the terms of the Notes do not provide for “debt service
reserves,” “credit enhancements” or “credit or liquidity providers.” For a description of the
Notes, see “Description of the Notes.” With respect to events 4 and 5, the State does not
undertake to provide any notice with respect to credit enhancement added after the primary
offering of the Notes, unless the State applies for or participates in obtaining the enhancement.
With respect to event 6, for information on the tax status of the Notes, see “Tax Matters.” Event
8 may not be applicable since the Notes do not provide for redemption prior to maturity. Event
10 may not be applicable since the State has not granted any security interest to secure
repayment of the Notes.
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As of the date hereof, there is no SID.

" The State may from time to time choose to provide notice of the occurrence of certain
other events in addition to those listed above if, in the judgment of the State, such other events
are material with respect to the Notes, but the State does not undertake to provide any such
notice of the occurrence of any material event except those events listed above.

The covenants described herein under the heading “Secondary Market Disclosure” (the
“Covenants™) .are for the benefit of the Beneficial Owners and shall be enforceable by any
Beneficial Owner. No Beneficial Owner may institute any suit, action or proceeding at law or in
equity (“Proceeding”) for the enforcement of the Covenants, unless such Beneficial Owner shall
have filed with the Treasurer of State and the Attorney General a written request to cure such
breach, and the State shall have refused or failed to comply within a reasonable time. Any
assertion of beneficial ownership must be included in such written request and must be supported
by independent evidence or documents. All Proceedings shall be instituted only in a State court
located in the City of Augusta, Maine for the equal benefit of all Beneficial Owners of the
outstanding Notes. If a court of competent jurisdiction finds that the State has breached any of
the Covenants, then the sole remedy for any such breach shall be an order of specific
performance of the Covenants and there shall be no right of acceleration of the Notes. Moreover,
Proceedings filed by Beneficial Owners against the State may be subject to the defense of
sovereign immunity which may substantially limit the scope and nature of any legal action
against the State or of any order of specific performance that may be granted against the State.



APPENDIX K

OFFICIAL STATEMENT DATED MAY 23, 2007
RELATING TO ISSUANCE OF

$60,975,000
GENERAL OBLIGATION BONDS
OF THE STATE OF MAINE



emed final for the purposes of Rule 15¢2-12 under the Securities Exchange Act of 1934, as amended

permitted to be omitted under Rule 15¢2-12(b)(1)) and are subject to completion or amendment. Under no circumstances will this
er to sell or the solicitation of any offer to buy, nor will there be any sale of the securities described in this Preliminary Official

, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.

This Preliminary Official Statement and the information contained herein are de
ffi

{except for the omission of certain information

Preliminary Official Statement constitute an o
Statement in any jurisdiction in which such offer

PRELIMINARY OFFICIAL STATEMENT DATED JULY 18, 2007
NEW ISSUE

In the opinion of Edwards Angell Palmer & Dodge LLP, Bond Counsel to the State of Maine,
based upon an analysis of existing law and assuming, among other matters, compliance with certain
covenants, interest on the Tax-Exempt Notes is excluded from gross income for federal income tax
purposes under the Internal Revenue Code of 1986. Interest on the Tax-FExempt Notes is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes, although
such interest is included in adjusted current earnings when calculating corporate alternative minimum
taxable income. Interest on the Taxable Notes is included in the gross income of the owners of the
Taxable Noteji[or federal income tax purposes. Under existing law, interest on the Notes is excluded from
gross income for State income tax purposes. Bond Counsel expresses no opinion regarding any other tax
consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the Notes.
See “TAX MATTERS” herein.

$44,260,000*

State of Maine
General Obligation Bond Anticipation Notes

Dated: Date of Delivery Due: June 10, 2008

The Notes will be issued by the State of Maine (the “State™) in fully registered form only, without
coupons, and when issued will be registered in the name of Cede & Co., as the nominee of The Depository
Trust Company (“DTC”), New York, New York. DTC will act as securities depository (the “Securities
Depository™) of the Notes. Individual purchases will be made in book-entry form only in the principal
amount of $5,000 or any whole multiple thereof. Purchasers of the Notes will not receive certificates
representing their interests in the Notes purchased.

The Notes will be general obligations of the State and the full faith and credit of the State are
pledged to the punctual payment of principal of and interest on the Notes, as more fully described herein.
The Notes will be issued to finance the carrying out of certain public purposes in the State.

The Notes will bear interest from the date of their delivery until maturity on June 10, 2008, at
which time the principal of and interest on the Notes will be payable by the State, as Paying Agent, to the
Securities Depository, which will in turn remit such principal and interest to its Participants (as defined
herein), which will in turn remit such principal and interest to the Beneficial Owners (as defined herein) of
the Notes, as described herein.

The Notes are not subject to redemption prior to maturity.

Principal . Priceor
Amount* Interest Rate Yield CUSIP No.
Tax-Exempt Notes:  $41,330,000 % %

Taxable Notes: 2,930,000

The Notes are offered when, as and if issued by the State and received by the Underwriter subject
to the approval of legality by Edwards Angell Palmer & Dodge LLP, Bond Counsel, Boston,
Massachusetts. Certain legal matters will be passed upon for the Underwriter by their counsel, Preti,
Flaherty, Beliveau & Pachios, LLP, Augusta, Maine. It is expected that the Notes in definitive form will
be available for delivery to the Securities Depository in New York, New York on August __, 2007.

UBS Investment Bank

July 2007

*Preliminary, subject to change.
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$44,260,000"
STATE OF MAINE
GENERAL OBLIGATION BOND ANTICIPATION NOTES

INTRODUCTION

This Official Statement, including the cover page hereof and the Appendices hereto, sets
forth certain information in connection with the issuance by the State of Maine (the “State” or
“Maine”) of its $41,330,000* Tax-Exempt General Obligation Bond Anticipation Notes (the
“Tax-Exempt Notes™) and its $2,930,000* Taxable General Obligation Bond Anticipation Notes
(the “Taxable Notes” and, together with the Tax-Exempt Notes, the “Notes”). The Notes are
authorized by, and are being issued pursuant to, Article IX, Section 14, of the Constitution of the
State and certain laws of the State which were ratified by voters of the State voting in elections
thereon. See Appendix D hereto. The Notes will be general obligations of the State which are
expected to be paid from the proceeds of general obligation bonds to be issued by the State.

DESCRIPTION OF THE NOTES
General Description

The Notes will bear interest at the rates set forth on the cover page hereof from the date
of delivery of the Notes. Principal of and interest on the Notes will be payable at maturity on
June 10, 2008 from funds made available by the State to The Depository Trust Company, New
York, New York (“DTC”). So long as DTC or its nominee is the registered owner of the Notes,
disbursement of such payments to DTC is the responsibility of the State, disbursement of such
payments to the DTC Participants (hereinafter defined) is the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners (hereinafter defined) is the
responsibility of the DTC Participants or Indirect Participants (hereinafter defined) as more fully
described herein. See Appendix H, “The Depository Trust Company.” Interest on the Notes will
be computed on the basis of a 30-day month and a 360-day year.

The Notes are not subject to redemption prior to maturity.

The Notes are general obligations of the State and the full faith and credit of the State are
pledged to the punctual payment of principal of and interest on the Notes.

Principal of and interest on the Notes are payable from the General Fund of the State.
Article V, Part Third, Section 5 of the Constitution of the State provides that if sufficient funds
are not appropriated to pay the principal of and interest on the Notes when due, then the
Treasurer of State is obligated to set apart from the first General Fund revenues received an
amount sufficient to make payment of principal of and interest on the Notes as such principal and
interest become due.

The Notes will be issued to finance the carrying out of certain public purposes in the
State. See Appendix D hereto.

" Preliminary, subject to change.



INFORMATION CONCERNING THE STATE

Certain information regarding the State is set forth in the Official Statement of the State
dated May 23, 2007 relating to issuance of its $60,975,000 General Obligation Bonds which
Official Statement is included as Appendix K hereto. Certain information with respect to
revenues of the State is included in Appendix C hereto. Certain information regarding
authorized and outstanding debt of the State is included in Appendix D hereto. The information
in the Appendices hereto (except Appendix K hereto) supplements or replaces certain of the
information in Appendix K hereto.

LITIGATION

There is no controversy or litigation of any nature now pending or, to the knowledge of
the Department of the Attorney General, threatened, seeking to restrain or enjoin the issuance,
sale, execution or delivery of the Notes, or in any way contesting or affecting the validity of the
Notes, or any law or other authorization with respect to the issuance or sale of the Notes, or the
payment of the Notes, or the existence or powers of the State, or the title to their respective
offices of the present officers of the State who are responsible for the issuance, sale, execution or
delivery of the Notes.

The State is a party to numerous lawsuits. Such lawsuits include actions to recover
monetary damages from the State, disputes over individual or corporate income taxes, disputes
over sales or use taxes, and actions to alter the regulations or administrative practices of the State
in such manner as to cause additional costs to the State. The State is not aware of any pending or
threatened litigation or claim against the State, the outcome of which will have a material
adverse effect on the financial condition of the State.

TAX MATTERS

In the opinion of Edwards Angell Palmer & Dodge LLP, Bond Counsel to the State of
Maine (“Bond Counsel”), based upon an analysis of existing laws, regulations, rulings, and court
decisions, and assuming, among other matters, compliance with certain covenants, interest on the
Tax-Exempt Notes is excluded from gross income for federal income tax purposes under Section
103 of the Internal Revenue Code of 1986 (the “Code”). Bond Counsel is of the further opinion
that interest on the Tax-Exempt Notes is not a specific preference item for purposes of the
federal individual or corporate alternative minimum taxes, although Bond Counsel observes that
such interest is included in adjusted current earnings when calculating corporate alternative
minimum taxable income. Bond Counsel expresses no opinion regarding any other federal tax
consequences arising with respect to the ownership or disposition of;, or the accrual or receipt of
interest on, the Notes.

Interest on the Taxable Notes is included in gross income for federal income tax
purposes.

Bond Counsel is also of the opinion that, under existing law, interest on the Notes is
excluded from gross income for State of Maine income tax purposes. Bond Counsel has not
opined as to other State of Maine tax consequences arising with respect to the Notes. Bond
Counsel has not opined as to the taxability of the Notes or the income therefrom under the laws



of any state other than the State of Maine. Complete copies of the proposed forms of opinions of
Bond Counsel are set forth in Appendix G hereto.

To the extent the issue price of any maturity of the Notes is less than the amount to be
paid at maturity of such Notes (excluding amounts stated to be interest and payable at least
annually over the term of such Notes), the difference constitutes “original issue discount,” the
accrual of which, to the extent properly allocable to each owner thereof, is treated as interest on
the Notes which is excluded from gross income for federal income tax purposes (in the case of
the Tax-Exempt Notes) and is exempt from Maine personal income taxes. For this purpose, the
issue price of a particular maturity of the Notes is the first price at which a substantial amount of
such maturity of the Notes is sold to the public (excluding bond houses, brokers, or similar
persons or organizations acting in the capacity of underwriters, placement agents or wholesalers).
The original issue discount with respect to any maturity of the Notes accrues daily over the term
to maturity of such Notes on the basis of a constant interest rate compounded semiannually (with
straight-line interpolations between compounding dates). The accruing original issue discount is
added to the adjusted basis of such Notes to determine taxable gain or loss upon disposition
(including sale, redemption, or payment on maturity) of such Notes. Holders of the Notes should
consult their own tax advisors with respect to the tax consequences of ownership of Notes with
original issue discount, including the treatment of purchasers who do not purchase such Notes in
the original offering to the public at the first price at which a substantial amount of such Notes is
sold to the public.

Tax-Exempt Notes purchased, whether at original issuance or otherwise, for an amount
greater than the stated principal amount to be paid at maturity of such Tax-Exempt Notes, or, in
some cases, at the earlier redemption date of such Tax-Exempt Notes ("Premium Notes"), will be
treated as having amortizable bond premium for federal income tax purposes and Maine personal
income tax purposes. No deduction is allowable for the amortizable bond premium in the case of
obligations, such as the Premium Notes, the interest on which is excluded from gross income for
federal income tax purposes. However, a holder’s basis in a Premium Note will be reduced by
the amount of amortizable bond premium properly allocable to such holder. Holders of Premium
Notes should consult their own tax advisors with respect to the proper treatment of amortizable
bond premium in their particular circumstances.

The Code imposes various requirements relating to the exclusion from gross income for
federal income tax purposes of interest on obligations such as the Tax-Exempt Notes. Failure to
comply with these requirements may result in interest on the Tax-Exempt Notes being included
in gross income for federal income tax purposes, possibly from the date of original issuance of
the Tax-Exempt Notes. The State has covenanted to comply with such requirements to ensure
that interest on the Tax-Exempt Notes will not be included in federal gross income. The opinion
of Bond Counsel assumes compliance with these covenants.

Bond Counsel has not undertaken to determine (or to inform any person) whether any
actions taken (or not taken) or events occurring (or not occurring) after the date of issuance of
the Tax-Exempt Notes may adversely affect the value of, or the tax status of interest on, the Tax-
Exempt Notes. Further, no assurance can be given that pending or future legislation, including
amendments to the Code, if enacted into law, or any proposed legislation, including amendments
to the Code, or any future judicial, regulatory or administrative interpretation or development
with respect to existing law, will not adversely affect the value of, or the tax status of interest on,



the Tax-Exempt Notes. Prospective Noteholders are urged to consult their own tax advisors with
respect to proposals to restructure the federal income tax.

Prospective Noteholders should also be aware that the statutory framework on which the
exemption from Maine personal income taxes described above is based is similar to that at issue in
Department of Revenue of Kentucky v. Davis, 197 S.W.3d 557 (Ky. App. 2006), cert. granted, 75
U.S.L.W. 3621 (May 21, 2007), in which the Kentucky court held that a statute that provided more
favorable income tax treatment for holders of bonds issued by Kentucky issuers than for holders of
out-of-state municipal bonds violated the commerce clause of the United States Constitution.
Should the United States Supreme Court affirm the holding of the Kentucky court, subsequent
Maine judicial decisions, or statutory enactments intended to ensure the constitutionality of Maine
tax law, could, among other alternatives, adversely affect the Maine tax exemption of outstanding
municipal bonds and notes, including the Notes, to the extent constitutionally permissible, or result
in the exemption from Maine income tax of interest on non-Maine municipal bonds and notes,
either of which could adversely affect the market price of the Notes.

Although Bond Counsel is of the opinion that interest on the Tax-Exempt Notes is
excluded from gross income for federal income tax purposes and that interest on the Notes is
exempt from Maine personal income taxes, the ownership or disposition of, or the accrual or
receipt of interest on, the Notes may otherwise affect a Noteholder’s federal tax liability (in the
case of the Tax-Exempt Notes) or state tax liability. The nature and extent of these other tax
consequences will depend upon the particular tax status of the Noteholder or the Noteholder’s
other items of income or deduction. Bond Counsel expresses no opinion regarding any such
other tax consequences, and Noteholders should consult with their own tax advisors with respect
to such consequences.

DOCUMENTS ACCOMPANYING DELIVERY OF THE NOTES

Absence of Litigation

Upon delivery of the Notes, the State will furnish an opinion of the Department of the
Attorney General, dated the date of delivery of the Notes, to the effect that there is no litigation
of any nature pending or threatened to restrain or enjoin the issuance or delivery of the Notes or
in any way contesting or affecting the validity of the Notes or any of the proceedings taken with
respect to the issuance and sale thereof or the levy or collection of any taxes to pay principal of
or interest on the Notes. In addition, such opinion will state that, based on consultations with
certain officers of the State, there is no litigation of any nature now pending or threatened by or
against the State wherein an adverse judgment or ruling could have a material adverse effect on
the financial condition of the State or adversely affect the power of the State to levy, collect or
enforce the collection of taxes or other revenues for the payment of its Notes which has not been
disclosed in this Official Statement.

Treasurer’s Certificate

Upon delivery of the Notes, the State will furnish a certificate of the Treasurer of State,
dated the date of delivery of the Notes, to the effect that to the best of his knowledge this Official
Statement does not contain any untrue statement of a material fact or omit to state any material



fact necessary to make the statements made herein, in light of the circumstances under which
they were made, not misleading.

Legal Opinions

The opinions of Edwards Angell Palmer & Dodge LLP (i) approving the authorization
and issuance of the Notes and (ii) with respect to the tax status of the Notes will be delivered at
the time of delivery of the Notes in substantially the forms set forth in Appendix G to this
Official Statement.

Secondary Market Disclosure

In order to assist UBS Securities LLC, the underwriter which is purchasing the Notes (the
“Underwriter”), in complying with the Municipal Securities Disclosure Rule, 17 CFR
§240.15¢2-12 (the “Rule”), promulgated by the Securities and Exchange Commission, the State
will undertake in the Notes to provide notices of certain events. Such undertaking of the State is
summarized in Appendix I hereto.

The State has never failed to comply in all material respects with any previous
undertakings with respect to the Rule to provide annual financial information or notices of
material events.

RATING

Moody’s Investors Service, Inc., has assigned its rating of ” to the Notes.
The State has furnished such rating agency with certain information and materials concerning the
Notes and the State, some of which is not included in this Official Statement. Generally, such
rating agency bases its ratings on such information and materials and also on such investigations,
studies and assumptions as it may undertake or establish independently.

The rating is not a recommendation to buy, sell or hold the Notes and such rating should
be evaluated independently. Such rating is subject to change or withdrawal at any time and any
such change or withdrawal may affect the market price or marketability of the Notes.

UNDERWRITING

The Notes are being purchased by the Underwriter. The Underwriter has agreed to
purchase the Notes at a price of § , which purchase price reflects an
Underwriter’s discount, from the public offering price of the Notes, in the amount of
$ . The purchase contract relating to the Notes provides that the Underwriter
will purchase all of the Notes, if any Notes are purchased, the obligation to make such purchase
being subject to certain terms and conditions set forth in the purchase contract, subject to the
approval of certain legal matters by Preti, Flaherty, Beliveau & Pachios, LLP, Augusta, Maine,

. counsel for the Underwriter. The initial public offering prices of the Notes stated on the cover
page hereof may be changed, from time to time, by the Underwriter. The State has been advised
by the Underwriter that (i) it presently intends to make a market in the Notes, (ii) it is not,
however, obligated to do so, (iii) any market making may be discontinued at any time, and (iv)
there can be no assurance that an active public market for the Notes will develop. The
Underwriter may offer and sell the Notes to certain dealers (including dealers depositing the




Notes into unit investment trusts, certain of which may be sponsored or managed by the
Underwriter) and others at a price lower than the public offering price of the Notes stated on the
cover page hereof.

MISCELLANEOUS

Any provisions of the constitution of the State, of all laws and of other documents set forth
or referred to in this Official Statement are only summarized, and such summaries do not purport to

be complete statements of any of such provisions. Only the actual text of such provisions can be
relied upon for completeness and accuracy.

This Official Statement contains certain forward-looking statements that are subject to a
variety of risks and uncertainties that could cause actual results to differ from the projected results,
including without limitation general economic and business conditions, conditions in the financial
markets, the financial condition of the State and various state agencies and authorities, receipt of
federal grants, litigation, arbitration, force majeure events and various other factors that are beyond
the control of the State and its various agencies and authorities. Because of the inability to predict
all factors that may affect future decisions, actions, events or financial circumstances, what actually
happens may be different from what is set forth in such forward-looking statements. Forward-
looking statements are indicated by use of such words as “may,” “should,” “intends,” “expects,”
“believes,” “anticipates,” “estimates” and others.

All estimates and assumptions in this Official Statement have been made on the best
information available and are believed to be reliable, but no representations whatsoever are made
that such estimates and assumptions are correct. So far as any statements in this Official Statement
involve any matters of opinion, whether or not expressly so stated, they are intended merely as such
and not as representations of fact. The various tables may not add due to rounding of figures.

Neither the office of the State Auditor, nor any other independent accountants, have
compiled, examined or performed any procedures with respect to any financial information

contained herein, nor have they expressed any opinion or any other form of assurance on such
information.

The information, estimates and assumptions and expressions of opinion in this Official
Statement are subject to change without notice. Neither the delivery of this Official Statement nor
any sale made pursuant to this Official Statement shall, under any circumstances, create any
implication that there has been no change in the affairs of the State or its agencies, authorities or
political subdivisions since the date of this Official Statement, except as expressly stated.

Questions regarding this Official Statement or requests for additional information
concerning the State should be directed to Barbara Raths, Deputy State Treasurer, 39 State
House Station, Augusta, Maine 04333, telephone: 207-624-7477; facsimile: 207-287-2367.

STATE OF MAINE

By:

David G. Lemoine
Dated: July __ , 2007 Treasurer of State



APPENDIX A

STATE OF MAINE INFORMATION SUPPLEMENT

The last paragraph under “FISCAL MANAGEMENT ~ Revenue Forecasting” on
page A-11 of Appendix K hereto is deleted and replaced with the following:

In its March, 2007 report, the Revenue Forecasting Committee projected a decrease of
approximately $33,700,000 in General Fund revenues for fiscal year 2007. This projection was
amended at a subsequent special meeting of the Committee held in late May, 2007. At that
meeting, fiscal year 2007 General Fund revenues were adjusted upward by approximately
$17,800,000. In its March, 2007 report, the Revenue Forecasting Committee also projected a
decrease of approximately $40,600,000 in General Fund revenues for fiscal years 2008 and 2009.
These revenue projections were adjusted slightly at the Committee’s May meeting, with an
upward adjustment of just over $1,500,000 over the course of the coming biennium. The
biennial budget for fiscal years 2008 and 2009, Public Law 2007, chapter 240, effective June 7,
2007 (*2007 Chapter 240”) reflects these most recent revenue projections.

The next to last paragraph under “FISCAL MANAGEMENT - General Fund
Appropriation Limit” on page A-13 of Appendix K hereto is deleted and replaced with the
Sollowing:

Public Law 2007, chapter 1, effective February 13, 2007 (“2007 Chapter 1), as modified
by 2007 Chapter 240, modified the distribution of the unappropriated surplus of the General
Fund for fiscal year 2007. 2007 Chapter 1 requires the transfer of up to $82,000,000 of the
General Fund unappropriated surplus remaining at the close of fiscal year 2007 to the State
Department of Health and Human Services Medical Care Payments Account prior to any of the
transfers required by 2005 Chapter 519. The funds are to be used specifically for the payment of
outstanding settlements to hospitals participating in the State’s Medicaid program (the
“MaineCare Program” or “MaineCare”) and to increase interim payment rates for those facilities.

The last two paragraphs under “FISCAL MANAGEMENT - Citizen Initiated
Legislation” on page A-13 of Appendix K hereto are deleted and replaced with the Sfollowing:

At the initiative of certain citizens of the State pursuant to the Constitution of the State,
Public Law 2007, chapter 469, “An Act to Allow a Tax Credit for College Loan Repayment”
(“2007 Chapter 469”) has been considered and enacted by the State Legislature and signed into
law by the Governor. 2007 Chapter 469 authorizes, subject to certain conditions, a tax credit to
reimburse educational loan payments for a State resident who earns certain degrees from certain
higher education institutions in the State and who lives, works and pays taxes in the State after
earning any such degree. It is currently expected that the General Fund revenue loss attributable
to the tax credit authorized by 2007 Chapter 469 will be approximately $148,000 in fiscal year
2009, as 2007 Chapter 469 begins to be implemented, approximately $1,000,000 in fiscal year
2010 and approximately $9,000,000 for the two fiscal years 2011 and 2012.



The last three rows of the table and the related footnote in the first paragraph under
“STATE BUDGETS” on page A-17 of Appendix K hereto are deleted and replaced with the
following:

Fiscal Year General Fund Highway Fund
Ending June 30 Expenditures Authorized Expenditures Authorized
2007 $2,978,358,710 $346,221,340
2008° 3,130,092,239 341,139,816
2009" 3,188,564,162 344,443,786

* Subject to change upon reconciliation of budget acts and miscellaneous acts with fiscal impact.

The third, fourth and fifth paragraphs under “STATE BUDGETS” on page A-17 of
Appendix K hereto are deleted and replaced with the following:

Following review of spending requests for fiscal years 2008 and 2009, the Governor
proposed a budget for fiscal years 2008 and 2009 that fully funds the current operational needs of
State government. The Governor modified and resubmitted his budget proposal twice and the
Legislature, having made its own modifications to the Governor’s proposal, enacted 2007
Chapter 240 which makes further adjustments to the fiscal year 2007 budget and establishes the
budget for fiscal years 2008 and 2009. 2007 Chapter 240 includes approximately $249,000,000
for funding K-12 Education which is required to bring the State’s share of the cost of essential
programs and services for public education to the statutorily mandated level of 55%. The 55%
requirement arose from certain citizen-initiated legislation which is described below under the
heading “Certain Expenditures and Obligations — Education Funding.” 2007 Chapter 240 also
includes a school consolidation plan that is expected to reduce the General Fund cost of funding
K-12 Education by approximately $36,000,000 in fiscal years 2008 and 2009.

The first three paragraphs under “CERTAIN EXPENDITURES AND
OBLIGATIONS — General Fund Expenditures” on page A-18 of Appendix K hereto are
deleted and replaced with the following:

Total General Fund expenditures for fiscal year 2006 were approximately 15.8% greater,
on a budgetary basis, than those for fiscal year 2002. Total General Fund expenditures for fiscal
-years 2006 and 2007 were approximately 7.7% greater, on a budgetary basis, than those for fiscal
years 2004 and 2005. It is expected that total General Fund expenditures for fiscal years 2008
and 2009 will be approximately 8% greater, on a budgetary basis, than those for fiscal years
2006 and 2007.



The following table sets forth, by certain major categories, expenditures which have been
budgeted in each of fiscal years 2007, 2008 and 2009. The following amounts are subject to
change upon reconciliation of the budget act and miscellaneous acts with fiscal impact.

2007 2008 2009
Governmental Support and Operations $230,312,728 $244,232,033 $246,452,414
Economic Development & Workforce Training 40,465,044 38,783,173 41,232,338
Education 1,421,516,207 1,485,469,616 1,536,757,282
Arts, Heritage & Cultural Enrichment 8,904,371 8,980,524 9,100,641
Natural Resources Development & Protection 71,414,198 74,007,892 75,173,989
Health & Human Services 967,053,559 1,014,713,882 1,017,641,189
Justice & Protection 238,692,603 263,905,119 262,206,309
Total $2,978,358,710  $3,130,092,239  $3,188,564,162

General Fund expenditures for fiscal years 2008 and 2009 are currently budgeted at
approximately $6,318,700,000, of which approximately 47.8% will be attributable to education,
approximately 32.2% will be attributable to health and human services inclusive of Medicaid and
approximately 20% will be attributable to other purposes of State government.

The two sentences before the last sentence in the first paragraph under “CERTAIN
EXPENDITURES AND OBLIGATIONS - Education Funding” on page A-19 of Appendix K
hereto are deleted and replaced with the following:

The budget for fiscal years 2006 and 2007, as amended by 2006 Chapter 519, included
approximately $280,000,000 to fund the increase in the State’s share of K-12 Education costs
attributable to the Initiated School Finance Act. The budget for fiscal years 2008 and 2009, 2007
Chapter 240, includes approximately $249,000,000 to fund the increase in the State’s share of K-
12 Education costs attributable to the Initiated School Finance Act.

The information under “CERTAIN EXPENDITURES AND OBLIGATIONS - Debts
of the State” on pages A-20 and A-21 of Appendix K hereto is deleted and replaced with the
JSollowing:

Debts of the State

As of June 30, 2007, there were outstanding general obligation bonds of the State in the
principal amount of $448,760,000, including the principal amount of $398,280,000 to be paid
from the General Fund, the principal amount of $50,460,000 to be paid from the Highway Fund
and the principal amount of $20,000 to be paid from the Self-Liquidating Fund. Debt service

requirements to maturity for the outstanding general obligation bonds are set forth in Appendix
D herein.

As of the date hereof, there are no outstanding tax anticipation notes of the State. Based
upon current cash flow projections, the State expects to borrow for general fund cash flow
purposes in fiscal year 2008. The State expects first to use interfund borrowings from the
Treasurer's cash pool to satisfy its cash flow needs and second to borrow externally, if necessary.
The amount to be borrowed externally could be as much as $120,000,000. If external borrowing
is required, a combination of tax anticipation notes and a proposed line of credit with a



bank could be used. The timing and amount of any such borrowings will depend upon the actual
cash flow needs of the State.

As of the date hereof, there are no outstanding bond anticipation notes of the State.
Following the issuance of the Notes and application of other available funds, if any, there will be
authorized by the voters of the State for certain purposes, but unissued, bonds and notes in the
aggregate principal amount of $121,757,000*. As of the date hereof, the aggregate principal
amount of bonds of the State authorized by the Constitution and implementing legislation for
certain purposes, but unissued, is $99,000,000. See “Fiscal Management — Constitutional Debt
Limit” and “Certain Public Instrumentalities ~ Finance Authority of Maine” and “— Maine State
Housing Authority” herein.

Public Laws 2007, Chapter 39, effective April 10, 2007, authorizes the Treasurer of State,
under the direction of the Governor, to issue general obligation bonds of the State not exceeding
the following amounts and for the following purposes, provided that a majority of the voters of
the State voting in elections held in the following months have approved each amount and
purpose set forth below.

Amounts Purposes Election Dates
$ 43,500,000 Building renovations, improvements and additions at all November,
campuses of the Maine Community College System, the 2007

Maine Maritime Academy and the University of Maine
System; replenishment of the School Revolving Renovation
Fund for school repairs and renovations; and capital
improvements for cultural and educational assets

55,000,000 Stimulate economic development and job creation by November,
providing $5,000,000 in loans and grant funds and 2007
$50,000,000 in research, development and commercialization
funds for targeted technology sectors, awarded after a
competitive process administered by the Maine Technology
Institute

35,500,000 Investment in land conservation, water access, wildlife November,
’ habitat, outdoor recreation opportunities, farmland, working 2007
waterfront, state parks, historic sites and riverfront,
community and farm infrastructure

29,725,000 Natural resource, agricultural and transportation infrastructure June, 2008
$163,725,000 TOTAL

In addition to the Notes and the external cash flow borrowing expected to be issued as
described above, the State expects during the fiscal year ending June 30, 2008 to issue bonds to
pay the principal of the Notes and any other bond anticipation notes of the State which may be
issued during the fiscal year ending June 30, 2008.

* Preliminary, subject to change.
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For additional information concerning long-term debts of the State, see Appendix D
hereto.

The second paragraph under “REVENUES OF THE STATE — General” on page A-25
of Appendix K hereto is deleted and replaced with the following:

Revenues for June, 2007 were approximately $478,744,000, which is approximately
$21,170,000 or 4.6% in excess of estimated revenues for the month. Revenues for the twelve
months ended June 30, 2007 were approximately $3,019,595,000, which is approximately
$14,597,000 or 0.5% in excess of estimated revenues for the twelve month period. Individual
income tax revenue exceeded estimated revenues for the month by approximately $9,854,000 or
5.6% and for the twelve month period by approximately $6,315,000 or 0.5%. Sales and service
provider tax revenue is $3,159,000 or 1.8% more than estimated for June and $2,796,000 or
0.3% less than estimated for the twelve month period. Corporate income tax was over budget by
$11,659,000 or 36.4% in June and $11,773,000 or 6.8% year to date. Insurance, tobacco and
estate taxes were all 1.4% less than estimated for the month and 0.3% more than estimated for
the twelve month period. Other miscellaneous revenues are over budget by approximately
$2,970,000 or 1.3% for the fiscal year. The foregoing revenue information has been prepared
based on preliminary, unaudited month end figures and is subject to change. For additional
information, see page C-2 herein.
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APPENDIX C

CERTAIN REVENUES OF THE STATE

Undedicated Revenues, General Fund, Year Ended June 30, 2007......cocveereieeevnncenenennne.

Highway Fund Revenues, Year Ended June 30, 2007 .........cccoviiiiiiinnieneninininnenineiennne
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APPENDIX D

SELECTED INFORMATION REGARDING AUTHORIZED AND UNISSUED
DEBT OF THE STATE

Pages D-2 through D-7 of Appendix K hereto are deleted and replaced with the five
pages which follow this page. The first two of such following pages set forth the purposes for
which authorized expenditures may be made, the expending department or agency, the

authorizing acts and the balances of authorized expenditures after giving effect to the issuance
‘of the Notes.
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GENERAL FUND BONDS'
Debt Service Requirements to Maturity

June 30, 2007

Fiscal Year Principal Interest Total
2008 $ 66,230,000.00 $16,057,428.46  $ 82,287,428.46
2009 61,030,000.00 13,334,455.48 74,364,455.48
2010 56,915,000.00 10,684,221.72 67,599,221.72
2011 51,550,000.00 8,166,715.47 59,716,715.47
2012 49,445,000.00 6,132,064.46 55,577,064.46
2013 46,685,000.00 4,219,927.46 50,904,927.46
2014 30,460,000.00 2,423,911.46 32,883,911.46
2015 23,940,000.00 1,285,353.28 25,225,353.28
2016 8,630,000.00 533,479.60 9,163,479.60
2017 (Final Maturity) 3,395,000.00 146.715.80 3.541.715.80

TOTAL 398,280,000.00 $62,984.273.19  $461,264,273.19

HIGHWAY FUND BONDS?
Debt Service Requirements to Maturity
June 30, 2007
Fiscal Year Principal Interest Total

2008 $10,750,000.00 $2,050,995.01 $12,800,995.01
2009 7,750,000.00 1,610,616.26 9,360,616.26
2010 6,065,000.00 1,275,291.26 7,340,291.26
2011 6,070,000.00 1,035,481.88 7,105,481.88
2012 4,150,000.00 782,693.75 4,932,693.75
2013 4,150,000.00 - 617,600.00 4,767,600.00
2014 3,425,000.00 451,600.00 3,876,600.00
2015 2,700,000.00 329,100.00 3,029,100.00
2016 2,700,000.00 216,000.00 2,916,000.00
2017 (Final Maturity) 2,700,000.00 108.000.00 2,808.000.00
TOTAL $50.460,000.00  $8.477.378.16 $58,937,378.16

! General Fund Bonds are expected to be paid from amounts in the General Fund. For a description of the General
Fund, see “Fiscal Management - The Accounting System” herein.

? Highway Fund Bonds are expected to be paid from amounts in the Highway Fund. For a description of the
Highway Fund, see “Fiscal Management - The Accounting System” herein.
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SELF-LIQUIDATING BONDS'
Debt Service Requirements to Maturity

June 30, 2007
Fiscal Year Principal Interest Total Debt Service
2008 (Final Maturity) $20.000.00 $750.00 $20.750.00
TOTAL $20,000.00 $750.00 $20,750.00

! Self-liquidating bonds are expected to be paid from fees and charges to be paid by users of the public facilities financed with the proceeds of
such bonds.

INFORMATION REGARDING LEASE FINANCING AGREEMENTS

Agency

Department of Transportation
Department of Transportation
Administrative & Financial Services
Secretary of State

Department of Transportation
Department of Education
Administrative & Financial Services
Public Safety

Department of Corrections
Administrative & Financial Services
Department of Transportation
Department of Transportation
Administrative & Financial Services
Department of Transportation
Administrative & Financial Services
Public Safety

Administrative & Financial Services
Department of Corrections
Department of Education
Administrative & Financial Services
Administrative & Financial Services
Public Safety

Department of Transportation
Administrative & Financial Services
TOTALS:

Date of
Agreement

May, 2002
May, 2002
December, 2002
June, 2003
December, 2003
December, 2003
March, 2004
February, 2005
March, 2005
April, 2005
May, 2005
June, 2005
April, 2006
September, 2005
October, 2005
April, 2006
July, 2006
August, 2006
September, 2006
February, 2007
February, 2007
March, 2007
March, 2007
April, 2007
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Principal
Original Amount Principal &
Principal Outstanding Interest
Amount 6/30/07 Due FY 08
$ 5,000,000 $ 3,015,000 $ 667,675
2,000,000 620,000 324,081
309,830 41,088 42,713
6,500,000 1,385,000 1,440,400
793,200 426,703 152,104
2,335,000 960,000 503,335
3,000,000 770,000 791,175
1,300,000 447,635 458,777
1,200,000 751,469 270,383
2,900,000 1,499,295 782,062
1,200,000 715,309 280,353
300,000 103,588 106,394
4,100,000 3,105,912 1,141,449
2,000,000 1,324,783 515,217
9,200,000 9,200,000 3,425,170
1,800,000 1,212,104 649,493
10,000,000 8,531,364 1,652,727
3,600,000 3,600,000 - 690,812
19,226,266 14,617,444 5,305,320
14,000,000 14,000,000 2,455,177
800,000 808,027 261,363
1,300,000 1,300,000 463,245
2,500,000 2,500,000 680,318
4,500.000 3.957.980 1,228.588
$99.864296  $74,892.701  $24,288331



Debt Ratios

The following table sets forth certain ratios relating to the State’s general obligation debt and
certain lease financing agreements as of June 30, 2007.

Debt to
Estimated Debt to
Amount Full Personal

of Debt Per Capita ( 1) Valuation (2) Income (3)

General Fund ) $398,280,000 $301.37 0.27% 0.93%
Highways & Bridges 50,460,000 38.18 0.03 0.12
Self-liquidating 20,000 0.02 0.00 0.00
Total  $448.760.000  $339.57 - 0.30% 1.05%

) Based on population estimate of 1,321,574 for 2006 by the U.S. Department of
Commerce, Bureau of the Census. '

2 Based on assessed property valuation at full value by the Maine Revenue Services as of
January 2007 of $148,946,200,000.

(3)  Based on State of Maine total personal income reported by the U.S. Department of
Commerce for 2006, second quarter annualized, of $42,749,735,000.

Debt Ratio Statistics

June 30, 2007

Debt to Full Value
10T et se s s b st e s be s tsaesateneaan 0.67%
2007 ... ceterecreeretrereee s rrereeir et e e e s st s nresh e en et e atesaassesae s enneesenanenn 0.30%

Debt to Personal Income
L9097ttt st s e s e ettt e et et e s saensenneseenn 1.82%
2007 s reeeeteerreersteesinreearearresetaesnbeoanraesabteeenstens 1.05%

Per Capita Debt _
10Tt bttt st e e aeeemt e st es st e e e aaneeeesrasares $378.19
2007t ettt sttt s ete s et et eean et e e e e e e e ae e s enseaesranns $339.57



The table entitled “DEBT SERVICE PAID OVER PAST TEN FISCAL YEARS?” at the
top of page D-8 of Appendix K hereto is deleted and replaced with the following:

DEBT SERVICE PAID OVER PAST TEN FISCAL YEARS

General Fund General Fund Highway Fund Highway Fund Total Total
Fiscal Year Principal Interest Principal Interest Principal Interest
1998 $ 56,545,600 $ 18,035,896 $ 19,880,000 $ 7,075,196 76,425,600 25,111,092
1999 57,235,000 17,716,780 22,380,000 7,305,133 79,615,000 25,021,913
2000 59,810,000 17,497,114 22,470,000 6,862,012 82,280,000 24,359,126
2001 65,850,000 18,082,743 21,820,000 5,619,484 87,670,000 23,702,227
2002 64,225,000 15,444,189 23,300,000 5,299,529 87,525,000 20,743,718
2003 63,880,000 12,941,300 21,215,000 4,003,828 85,095,000 16,945,128
2004 56,240,000 12,567,264 16,015,000 3,022,015 72,255,000 15,589,279
2005 53,440,000 12,525,813 13,280,000 2,477,535 66,720,000 15,003,348
2006 57,915,000 15,253,937 13,950,000 2,007,306 71,865,000 17,261,243
2007 69,280,000 17,364,513 10,415,000 1,387,084 79,695,000 18,751,597
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APPENDIX G

PROPOSED FORM OF BOND COUNSEL OPINION

Upon delivery of the Tax-Exempt Notes, Edwards Angell Palmer & Dodge LLP, as Bond
Counsel, proposes to issue its approving opinion as to the Tax-Exempt Notes in substantially the
following form:

[Date of Delivery]

The Honorable David G. Lemoine
‘Treasurer of State

The State of Maine

39 State House Station

Augusta, Maine 04333

$
State of Maine
Tax-Exempt General Obligation Bond Anticipation Notes
Dated Date of Delivery

We have acted as bond counsel to the State of Maine in connection with the issuance by the State
of Maine of the above-referenced notes (the “Notes”). In such capacity, we have examined the
law and such certified proceedings and other papers as we have deemed necessary to render this
opinion.

As to questions of fact material to our opinion we have relied upon representations and
covenants of the State of Maine contained in the certified proceedings and other certifications of
public officials furnished to us, without undertaking to verify the same by independent
investigation.

Based on our examination, we are of the opinion, under existing law, as follows:
1. The Notes are valid and binding general obligations of the State of Maine and the

full faith and credit of the State of Maine are pledged for the payment of the principal of and
interest on the Notes. . '
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2. Interest on the Notes is excluded from the gross income of the owners of the
Notes for federal income tax purposes. In addition, interest on the Notes is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes.
However, such interest is included in adjusted current earnings when calculating corporate
alternative minimum taxable income. In rendering the opinions set forth in this paragraph, we
have assumed compliance by the State of Maine with all requirements of the Internal Revenue
Code of 1986 that must be satisfied subsequent to the issuance of the Notes in order that interest
thereon be, and continue to be, excluded from gross income for federal income tax purposes.
The State of Maine has covenanted to comply with all such requirements. Failure by the State of
Maine to comply with certain of such requirements may cause interest on the Notes to become
included in gross income for federal income tax purposes retroactive to the date of issuance of
the Notes.

3. Interest on the Notes is excluded from gross income for State of Maine income
tax purposes. We express no opinion regarding any other State of Maine tax consequences
arising with respect to the Notes or any tax consequences arising with respect to the Notes under
the laws of any state other than the State of Maine.

This opinion is expressed as of the date hereof, and we neither assume nor undertake any
obligation to update, revise, supplement or restate this opinion to reflect any action taken or
omitted, or any facts or circumstances or changes in law or in the interpretation thereof, that may
hereafter arise or occur, or for any other reason.

The rights of the holders of the Notes and the enforceability of the Notes may be subject to
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’
rights heretofore or hereafter enacted to the extent constitutionally applicable, and their
enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

Edwards Angell Palmer & Dodge LLP



APPENDIX G

PROPOSED FORM OF BOND COUNSEL OPINION

Upon delivery of the Taxable Notes, Edwards Angell Palmer & Dodge LLP, as Bond
Counsel, proposes to issue its approving opinion as to the Taxable Notes in substantially the
following form:

[Date of Delivery]

The Honorable David G. Lemoine
Treasurer of State

The State of Maine

39 State House Station

Augusta, Maine 04333

$
State of Maine
Taxable General Obligation Bond Anticipation Notes
Dated Date of Delivery

We have acted as bond counsel to the State of Maine in connection with the issuance by the State
of Maine of the above-referenced notes (the “Notes”). In such capacity, we have examined the
law and such certified proceedings and other papers as we have deemed necessary to render this
opinion.

As to questions of fact material to our opinion we have relied upon representations and
covenants of the State of Maine contained in the certified proceedings and other certifications of
public officials furnished to us, without undertaking to verify the same by independent
investigation.

Based on our examination, we are of the opinion, under existing law, as follows:
1. The Notes are valid and binding general obligations of the State of Maine and the
full faith and credit of the State of Maine are pledged for the payment of the principal of and

interest on the Notes.

2. Interest on the Notes is included in the gross income of the owners of the Notes
for federal income tax purposes.

G-3



3. Interest on the Notes is excluded from gross income for State of Maine income
tax purposes. We express no opinion regarding any other State of Maine tax consequences
arising with respect to the Notes or any tax consequences arising with respect to the Notes under
the laws of any state other than the State of Maine.

This opinion is expressed as of the date hereof, and we neither assume nor undertake any
obligation to update, revise, supplement or restate this opinion to reflect any action taken or
omitted, or any facts or circumstances or changes in law or in the interpretation thereof, that may
hereafter arise or occur, or for any other reason.

The rights of the holders of the Notes and the enforceability of the Notes may be subject to
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’
rights heretofore or hereafter enacted to the extent constitutionally applicable, and their
enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

Edwards Angell Palmer & Dodge LLP



APPENDIX H

THE DEPOSITORY TRUST COMPANY

The Depository Trust Company (“DTC”), New York, NY will act as securities depository
for the Notes. The Notes will be issued as fully-registered securities registered in the name of
Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered Tax-Exempt Note certificate will be
issued in the aggregate principal amount thereof and will be deposited with DTC. One fully-
registered Taxable Note certificate will be issued in the aggregate principal amount thereof and
will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under
the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended.
DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments from over 100
countries that DTC’s participants (“Direct Participants™) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between
Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-
owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is
owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing
Corporation, (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others such as both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dtcc.com.

Purchases of the Notes under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Notes on DTC’s records. The ownership interest
of each actual purchaser of each Note (“Beneficial Owner™) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the Notes are to be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
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Beneficial Owners will not receive certificates representing their ownership interests in Notes,
except in the event that use of the book-entry system for the Notes is discontinued.

To facilitate subsequent transfers, all Notes deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as
may be requested by an authorized representative of DTC. The deposit of Notes with DTC and
their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Notes; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Notes are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. Beneficial Owners of the Notes
may wish to take certain steps to augment the transmission to them of notices of significant
events with respect to the Notes, such as redemptions and defaults. For example, Beneficial
Owners of the Notes may wish to ascertain that the nominee holding the Notes for their benefit
has agreed to obtain and transmit notices to Beneficial Owners.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to the Notes unless authorized by a Direct Participant in accordance with DTC’s
Procedures. Under its usual procedures, DTC mails an omnibus proxy to the State as soon as
possible after the record date. The omnibus proxy assigns Cede & Co.’s consenting or voting
rights to those Direct Participants to whose accounts the Notes are credited on the record date
(identified in a listing attached to the omnibus proxy).

Principal, interest and redemption payments on the Notes will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and
corresponding detail information from the State on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners
will be governed by standing instructions and customary practices, as is the case with securities
held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC, or the State, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of principal, interest and
redemption proceeds to.Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the State, and disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Notes at
any time by giving reasonable notice to the State. Under such circumstances, in the event that a
successor depository is not obtained, Notes certificates are required to be printed and delivered.



The State may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Notes certificates will be printed and
delivered.

The information in this Appendix H concerning DTC and DTC’s book-entry system has
been obtained from sources that the State believes to be reliable, but the State takes no
responsibility for the accuracy thereof.,
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APPENDIX I

SECONDARY MARKET DISCLOSURE

Pursuant to the Municipal Securities Disclosure Rule, 17 CFR §240.15¢2-12 (the
“Rule”), promulgated by the Securities and Exchange Commission (the “SEC”), the Underwriter
shall not purchase or sell the Notes unless the Underwriter has reasonably determined that the
State, as issuer of the Notes, has undertaken in a written agreement or contract for the benefit of
the holders of the Notes to provide certain information in the manner and to the locations
" described below. In order to assist the Underwriter in complying with the Rule, the State has
covenanted in the Notes for the benefit of the Beneficial Owners that the State will provide, in a
timely manner, to each nationally recognized municipal securities information repository
(“NRMSIR”) and to any state information depository (“SID”), notice of any of the following
events with respect to the Notes, if material:

1. principal and interest payment delinquencies;
non-payment related defaults;

3. unscheduled draws on debt service reserves reflecting financial
difficulties;

4. unscheduled draws on credit enhancements reflecting financial
difficulties;

5. substitution of credit or liquidity providers, or their failure to perform;

6. adverse tax opinions or events affecting the tax-exempt status of the
Notes;

7. modifications to rights of the holders (including Beneficial Owners) of the
Notes;

8. bond calls;

9, defeasances;

10.  release, substitution, or sale of property securing repayment of the Notes;
and

11.  rating changes.

In a letter from the staff of the SEC to the National Association of Bond Lawyers, dated
September 19, 1995, the SEC staff stated that undertakings pursuant to the Rule may not
eliminate references to events 1 through 11 set forth in the Rule and in the paragraph above,
regardless of whether any particular event is believed to be applicable to the Notes. Certain of
events 1 through 11 set forth in the paragraph above may not, however, be applicable. Events 3,
4 and 5 may not be applicable, since the terms of the Notes do not provide for “debt service
reserves,” “credit enhancements” or “credit or liquidity providers.” For a description of the
Notes, see “Description of the Notes.” With respect to events 4 and 5, the State does not
undertake to provide any notice with respect to credit enhancement added after the primary
offering of the Notes, unless the State applies for or participates in obtaining the enhancement.
With respect to event 6, for information on the tax status of the Notes, see “Tax Matters.” Event
8 may not be applicable since the Notes do not provide for redemption prior to maturity. Event

10 may not be applicable since the State has not granted any security interest to secure
repayment of the Notes.
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As of the date hereof, there is no SID.

The State may from time to time choose to provide notice of the occurrence of certain
other events in addition to those listed above if, in the judgment of the State, such other events
are material with respect to the Notes, but the State does not undertake to provide any such
notice of the occurrence of any material event except those events listed above.

The covenants described herein under the heading “Secondary Market Disclosure” (the
“Covenants”) are for the benefit of the Beneficial Owners and shall be enforceable by any
Beneficial Owner. No Beneficial Owner may institute any suit, action or proceeding at law or in
equity (“Proceeding™) for the enforcement of the Covenants, unless such Beneficial Owner shall
have filed with the Treasurer of State and the Attorney General a written request to cure such
breach, and the State shall have refused or failed to comply within a reasonable time. Any
assertion of beneficial ownership must be included in such written request and must be supported
by independent evidence or documents. All Proceedings shall be instituted only in a State court
located in the City of Augusta, Maine for the equal benefit of all Beneficial Owners of the
outstanding Notes. If a court of competent jurisdiction finds that the State has breached any of
the Covenants, then the sole remedy for any such breach shall be an order of specific
performance of the Covenants and there shall be no right of acceleration of the Notes. Moreover,
Proceedings filed by Beneficial Owners against the State may be subject to the defense of
sovereign immunity which may substantially limit the scope and nature of any legal action
against the State or of any order of specific performance that may be granted against the State.
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