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INTRODUCTION

This is the fourteenth report of annual financial information delivered pursuant to that certain
Continuing Disclosure Agreement dated February 11, 1998 (the “Disclosure Agreement”) between
Connector 2000 Association, Inc., a South Carolina non-profit public benefit corporation (the
“Association”) and U. S. Bank, National Association, as successor to First Union National Bank (the
“Trustee™), in its capacity as dissemination agent relating to the Connector 2000 Association, Inc. Toll
Road Revenue Bonds (Southern Connector Project, Greenville, South Carolina), Series 2012A, Series
2012B and Series 2012C (the “Amended and Restated Bonds”). Capitalized terms not otherwise defined
herein have the meaning set forth in the Disclosure Agreement, if defined therein.

For a narrative description of the Association, the Projects and the Construction of the Projects,
see the annual reports previously filed by the Association pursuant to the Disclosure Agreement.

OPERATION OF THE SOUTHERN CONNECTOR PROJECT

The Association was incorporated for the design, financing, acquisition, construction and
operation of the Southern Connector. The Southern Connector is an approximately 16-mile four-lane
tollway facility constructed to interstate standards on new location. The Southern Connector extends
from existing 1-85 at its interchange with 1-185, in Greenville County, South Carolina, proceeds southeast
and interchanges with the S.C. 153 Extension, continues east and interchanges with S.C. 20, with U.S. 25
south of Donaldson Center Industrial Park and with Fork Shoals Road before turning northeast and
interchanging with 1-385 at its intersection with U.S. 276 and Standing Springs Road east of the City of
Greenville, South Carolina, between the cities of Mauldin, South Carolina and Simpsonville, South
Carolina.

At December 31, 2011, the Southern Connector had been open and collecting tolls for over ten
and one-half years. As required by Section 4 of the Disclosure Agreement, the Annual Report of the
Association must present selected data relating to the operation of the Southern Connector Project and
penetration of electronic toll collections (“ETC”) for the preceding five years which is set forth in the
following table:

2007 2008 2009 2010 2011
ETC Trans. 1,599,926 1,652,145 1,652,726 1,574,335 2,778,641
% of Total Trans. 27% 29% 30% 34% 34%
ETC Revenue $1,158,749 $1,208,608 $1,274,709 $1,540,310 $1,664,462
% of Total Rev. 21% 23% 24% 27% 29%
Total Trans. 5,839,205 5,653,527 5,455,974 4,538,473 4,884,705
Total Revenue $5,448,214 $5,238,429 $5,254,463 $5,645,289 $5,782,063

The toll rates for the Southern Connector Project are set pursuant to Section 6.4 of the License
Agreement dated February 11, 1998 between the Association and the South Carolina Department of
Transportation (“SCDOT") as amended by Section VIII of the First Amendment to License Agreement
dated April 1, 2011 between the Association and SCDOT (the “License Agreement”). From time to time,
the Association will offer discounts or incentives for the use of ETC transponders (“Pal Pass”) on the
Southern Connector Project. Such toll rates were most recently adjusted January 1, 2012. The toll rates



and discounts charged by the Association for the use of the Southern Connector are as follows:

SC 20 Fork Shoals Rd.
LOCATION East Plaza West Plaza (on/off ramps) (on/off ramps)
2 axles $1.50 $1.50 $0.75 $0.75
2 axle discount rate $1.35 $1.35 $0.75 $0.75
3 axles $3.00 $3.00 $0.75 $0.75
3 axle discount rate $2.55 $2.55 $0.75 $0.75
4 axles $4.00 $4.00 $0.75 $0.75
4 axle discount rate $3.40 $3.40 $0.75 $0.75
5 axles $5.00 $5.00 $0.75 $0.75
5 axle discount rate $4.25 $4.25 $0.75 $0.75
6 + axles $6.00 $6.00 $0.75 $0.75
6 + axle discount rate $5.10 $5.10 $0.75 $0.75

One mainline toll plaza is located at the east end and one at the west end of the Southern
Connector. The toll for all 2-axle vehicles at the mainline plazas is $1.50. At both mainline plazas a
higher toll is required for vehicles having more than 2 axles. Unattended ramps are located at Fork
Shoals Road and SC Route 20. A flat rate of $0.75 per vehicle, regardless of the number of axles, is
charged at these ramps. Please refer to the Association’s Annual Report for the year ending
December 31, 2010 for the toll rates and discounts charged prior to January 1, 2012.

Motorists have the option of establishing an ETC prepaid toll account (Pal Pass), which allows
them to travel through dedicated lanes without stopping and have their tolls automatically deducted from
their prepaid toll account. Motorists with a Pal Pass account receive a discount on all mainline toll plaza
transactions. This discount applies to all vehicles, regardless of the number of axles. No discount is
applied to transactions at the unattended ramps.

Events of Default and Bankruptcy Restructuring. Due to persistent disappointing toll
revenues, the Association had been in default of its obligations under the Association’s Toll Road Revenue
Bonds, Series 1998A, Series 1998B and Series 1998C (the “Original Bonds”) since January 2008. U.S.
Bank National Association, as successor in trust to First Union National Bank (the “1998 Senior Bonds
Trustee™), was able to pay amounts owing on such indebtedness by supplementing net toll revenues with
monies disbursed from its reserve accounts. On January 1, 2010, $9,018,502 of both senior and
subordinated debt service was due to be paid; however, there were insufficient funds available in the Debt
Service and Debt Service Reserve Funds to make that payment in full. Consequently, the Trustee advised
the Association it would not pay any of the debt service then due. Therefore, a payment default on the
Original Bonds occurred.

The Amended and Restated Bonds were delivered to bondholders on April 21, 2011 in exchange
for the Original Bonds which were issued by the Association on February 11, 1998 to finance
substantially all of the costs of the Southern Connector. The exchange of the Amended and Restated
Bonds completed the adjustment of the debts of the Association under the Association’s First Amended
Plan for Adjustment of Debts, the Addendum to First Amended Plan for Adjustment of Debts and the
Debtor’s Modification to the First Amended Plan for Adjustment of Debts (collectively, the “Plan”). On
April 1, 2012 the U.S. Bankruptcy Court for the State of South Carolina confirmed the Plan which
became effective April 21, 2011.

Beginning in June 2011, the Association was advised by the Trustee that a number of institutional
holders of the Series 2011 Bonds could not trade their obligations in the secondary securities market. The
beneficial owners of a majority of the Series 2011 Bonds requested the Association to undertake an




exchange of the 2011 Term Bonds (the “Pro-Rata Bonds”) for new term bonds (the “By-lot Bonds™). On
April 17, 2012, the Trustee caused to be delivered to the beneficial owners of the Series 2011 Bonds a
notice of mandatory exchange with option to retain under which each such beneficial owner’s Pro-rata
Bonds will be exchanged on May 31, 2012 for By-lot Bonds providing for the distribution of payments
made by the Association to the beneficial owners thereof by lot (the “Exchanging Bondholders”),
provided that each such beneficial owner may instead affirmatively elect to retain such beneficial owner’s
Pro-rata Bonds and thus to opt out of the exchange and not become an Exchanging Bondholder if such
beneficial owner prefers to retain the current Pro-rata Bonds with the right to have redemptions of its
Term Bonds done on a pro rata basis.

The holders of $364,357.00, $85,103.00 and $17,943.00 in Original Principal Amount of Series
2011A Term Bonds, Series 2011B Term Bonds and Series 2011C Term Bonds elected to opt out of the
exchange so that there remain those respective amounts of Original Principal Amount of the Pro-rata
Bonds. The rest of the Pro-rata Bonds were exchanged for By-lot Bonds on May 31, 2012. Please see the
attached financial statements of the Association for more information concerning the defaults leading to
the bankruptcy proceeding, the exchange of the Amended and Restated Bonds for the Original Bonds, and
the terms of the Plan.

AUDITED FINANCIAL STATEMENTS

The financial statements of the Association for the period ended December 31, 2011 have been
audited by Green Finney & Horton, LLP, Certified Public Accountants. Their examination report and the
audited financial statements of the Association for its fiscal year ended December 31, 2011, are attached
hereto as Exhibit “A”.

OTHER FINANCIAL INFORMATION

The Association did not receive any federal or State highway expansion money during its fiscal
year ended December 31, 2011. The Association exchanged the Amended and Restated Bonds for the
Original Bonds during its fiscal year ended December 31, 2011. The Association did not issue or remarket
any other bonded indebtedness during its fiscal year ended December 31, 2011.

The Association has established a web site with the address: “www.southernconnector.com”.
Additional information is posted from time to time on the Association’s web site. The Association regularly
prepares and updates daily toll transactions and revenues on the web page. Copies of official filings,
bankruptcy documents and press releases of the Association are also available on the web page.

CONCLUDING STATEMENT

The Association has been advised that the Disclosure Agreement was terminated in connection with
the exchange under the Plan. The Association is electing to continue to make secondary market disclosure as
an accommodation to the holders of its Amended and Restated Bonds. The Association reserves the right to
discontinue such disclosure at any time without notice.

This Annual Report has been filed on behalf of the Association with the Municipal Securities
Rulemaking Board under its EMMA system. To the knowledge of the Association, the State of South
Carolina has not created a State Information Depository. The Association has received no notice under the
Disclosure Agreement and is not aware that any event of default has occurred thereunder.
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\ CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS
INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Connector 2000 Association, Inc.
Piedmont, South Carolina

We have audited the accompanying statement of net position of Connector 2000 Association, Inc. (the
“Association”), a component unit of the State of South Carolina and of the South Carolina Department of
Transportation (“SCDOT”), as of December 31, 2011, and the related statements of revenues, expenses, and
changes in net position and cash flows for the year then ended, which collectively comprise the Association’s basic
financial statements, as listed in the table of contents. These basic financial statements are the responsibility of the
Association’s management. Our responsibility is to express an opinion on these basic financial statements based on
our audit.

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

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial
position of the Association as of December 31, 2011, and the changes in its net position and its cash flows for the
year then ended, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 2 to the basic financial statements, the Association’s unrestricted financial condition
continued to deteriorate over the past several years and the Association was unable to comply with key provisions
of its trust indenture and license agreement. The Association attempted to restructure its debt, but was unable to
get a debt adjustment plan that was acceptable to both the bond holders and the SCDOT. As a result of the
foregoing, on June 24, 2010, the Association filed a petition for adjustment of its obligations in the U.S.
Bankruptcy Court for the State of South Carolina. After considerable negotiations, the Association’s First
Amended Plan for Adjustment of Debts, as amended, was confirmed by the U.S. Bankruptcy Court on April 1,
2011 and became effective on April 21, 2011. The Association has accounted for the gain resulting from the
adjustment of its debts in bankruptcy as an extraordinary item in its statement of revenues, expenses, and changes
in net position.

Accounting principles generally accepted in the United State of America require that the management’s discussion
and analysis, as listed in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We
do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Greene, Finney & Horton, LLP
Mauldin, South Carolina
June 22, 2012

211 E. Butler Road e Suite C-6 4986 Calvin Street 107 Hillcrest Avenue
Mauldin, SC 29662 North Charleston, SC 29418 Simpsonville, SC 29681
864.232.5204 Fax: 864-232-5532 864.232.5204 864-962-1040 Fax: 864-962-1044






MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Connector 2000 Association, Inc. (the “Association”) annual financial report presents
a discussion and analysis of the Association’s financial performance for the year ended December 31,
2011. Our analysis compares our 2011 information to our 2010 information. We also include a summary
of significant subsequent events that occurred in 2012 that will affect our 2011 Bondholders in 2012 and
following years. We ask that you read this section of our annual report in conjunction with the basic
financial statements that follow this section.

FINANCIAL HIGHLIGHTS

On April 1, 2011, the U.S. Bankruptcy Court for the State of South Carolina (the “Bankruptcy Court™)
confirmed the Association’s First Amended Plan for Adjustment of Debts, the Addendum to First
Amended Plan for Adjustment of Debts and the Debtor’s Modification to the First Amended Plan for
Adjustment of Debts (collectively, the “Bankruptcy Plan”). The effective date of the Bankruptcy Plan
was April 21, 2011. Under the terms of the Bankruptcy Plan, the Association issued Amended and
Restated 2011 Toll Road Revenue Bonds (the “2011 Bonds”) in exchange for the Association’s 1998
Toll Road Revenue Bonds (the “1998 Bonds™) and entered into a Revised License Agreement with the
South Carolina Department of Transportation (“SCDOT”). The confirmation of the Association’s
Bankruptcy Plan represented the culmination of many years spent by the Association investigating its
options for restructuring its 1998 Bonds and obligations to SCDOT, and the Association’s bankruptcy
proceedings which began on June 24, 2010 (the “Petition Date”). A summary of the resulting
Bankruptcy Plan is included below in the “Summary of Key Provisions of the Association’s Plan for
Adjustment of Debts in Bankruptcy” subsection of the Economic Factors section of this management’s
discussion and analysis. During 2011, the Association recognized an extraordinary gain from the
adjustment of its debts totaling $186,847,076, that included gains realized on the exchange of its 1998
Bond for its 2011 Bonds, the cancellation of its liabilities owed to SCDOT and the settlement of the
Lehman Brothers’ excess collateral claim.

Upon implementation of the Association’s Bankruptcy Plan, our 1998 Bonds were exchanged for our
2011 Bonds. The 2011 Bonds consisted of 2011A Senior Capital Appreciation Toll Road Revenue
Bonds (the “2011A Bonds™), 2011B Senior Subordinate Capital Appreciation Toll Road Revenue
Bonds (the “2011B Bonds™) and 2011C Junior Subordinate Capital Appreciation Toll Road Revenue
Bonds (the “2011C Bonds™). The exchange reduced the Association’s overall Bonds Payable liabilities,
and we recognized a gain of $175,768,400 from this exchange. That gain represents a portion of, and
was included in, our 2011 extraordinary gain from the adjustment of our debts in bankruptcy as
discussed in the preceding bullet. At December 31, 2011, our 2011 Bonds Payable balance was
$157,677,225. That balance represented a decrease of approximately 51.7% from the balance of our
1998 Bond obligations as reported in our 2010 financial statements.

Upon implementation of our Bankruptcy Plan, amounts payable to SCDOT for license fees, highway
maintenance expense and related interest thereon were cancelled. Accordingly, $10,442,194 of
liabilities that were reported in our 2010 financial statements were eliminated during 2011, and we
recognized a corresponding gain from the cancellation of these debts. That gain also represents a
portion of, and was included in, our 2011 extraordinary gain from the adjustment of our debts in
bankruptcy as discussed in the first bullet above.

In April 2011, the Lehman Brothers, Inc. claim against the Association for the return of excess collateral
paid to the Association upon Lehman Brothers’ default under a collateralized repurchase agreement was
resolved by consensual resolution, and we returned $800,000. Since in prior years, $1,117,498 had
been set aside by the Trustee and recorded by the Association as a Potential Excess Collateral Liability,



the remaining $317,498 was deemed to belong to the Association, and was reclassified as a gain from
the settlement of this claim. We recognized an additional $318,984 of gain related to the settlement of
the Lehman Brothers’ claim when the Trustee transferred monies related to the repurchase agreement
that it had previously held in a suspense account to the Association’s 2011 Cost of Issuance Fund
pursuant to the mandatory exchange of our 2011 New Term Bonds for our 2011 Term Bonds as
discussed in the Subsequent Events section of this management’s discussion and analysis. Accordingly,
we recognized a total gain of $636,482 from the settlement of the Lehman Brothers claim. That claim
was also a component of our 2011 extraordinary gain from the adjustment of our debts in bankruptcy as
discussed in the first bullet above, since the Lehman Brothers claim was named as an impaired claim in
our bankruptcy proceedings.

Annual utilization of the Southern Connector increased from 4,538,473 toll transactions in 2010 to
4,884,705 toll transactions in 2011. This increase represented a partial recovery from the decline in
utilization that the Southern Connector has suffered since 2008. The increase in toll transactions from
2010 to 2011 was approximately 7.6%; however, utilization in 2010 was distorted by SCDOT’s closure
of the northbound lanes of Interstate 385 (“1-385"), south of the Southern Connector, for approximately
6.5 months during that year. For 2011, daily average toll transactions were 13,383 compared to 12,434
in 2010.

Revenues from operations in 2011 increased from 2010 to $5,782,063, and consisted of toll revenues of
$5,765,766 and other operating revenues of $16,297. Operating revenues in 2010 totaled $5,332,959
and consisted of toll revenues of $5,331,105 and other operating revenues of $1,854. Toll revenues
increased approximately 8.2% in 2011 over 2010 amounts.

Total operating expenses decreased from 2010 by approximately 15.4% in 2011 to $5,051,543 from
$5,973,664 in 2010. This decrease was due primarily to trustee fees and costs (including Trustee
counsel and advisor fees) and professional fees, which declined by approximately 36.7% and 4.7%,
respectively, from 2010 amounts as our bankruptcy proceedings wound down.

Nonoperating expenses also decreased during 2011, primarily as an effect of the implementation of
our Bankruptcy Plan. The most significant decrease was realized in interest expense, which
decreased by $2,482,971, or approximately 26.2% from 2010 interest expense. Although both years
reflected partial years of accruals (approximately 8.5 months of interest accretions in 2011 from the
April 21, 2011 issuance of the 2011 Bonds through the end of the year as compared to approximately
5.5 months of accruals/accretions of interest in 2010 through the Petition Date), our 2011 interest was
lower because our overall bonds payable liabilities were reduced as a result of our bankruptcy
proceedings. In addition, nonoperating license fees, highway maintenance expense and related
interest owed to SCDOT was eliminated or reduced during 2011 as a result of our bankruptcy
proceedings, by $725,000, $19,657 and $238,973, respectively. Amortization of 1998 Bond issuance
costs and underwriters’ fees were eliminated when our 1998 Bond obligations were cancelled, further
reducing 2011 nonoperating costs by $26,285 and $36,888 respectively. The amortization of our
Interest in License Agreement with SCDOT remained essentially unchanged, at $3,571,040 in 2011.

During 2011, the Association applied the provisions of several new governmental accounting
standards issued by the Governmental Accounting Standards Board (the “GASB”). Those standards
affected both the format and content of our 2011 financial statements. In 2010, under GASB
Statement No. 58, Accounting and Financial Reporting for Chapter 9 Bankruptcies (“Statement No.
58”), the balances of our liabilities subject to adjustment in bankruptcy were frozen at the Petition
Date. In 2011, upon the effective date of our Bankruptcy Plan and as a result of the cancellation of
our debts in bankruptcy, we recognized an extraordinary gain totaling $186,847,076.

In 2011, we adopted the provisions of GASB Statement No. 60, Accounting and Financial Reporting
for Service Concession Arrangements (“Statement No. 60”). Although that standard does not affect
the manner in which we account for our Interest in our License Agreement with SCDOT, it does



change how that asset is classified in the Association’s accompanying financial statements. In 2010
and prior years, that asset was classified as a capital asset. Statement No. 60 explicitly clarifies that
such an asset is an amortizable asset that is not a capital asset. Accordingly, beginning in 2011, our
Interest in our License Agreement with SCDOT has been classified as an other asset rather than as a
capital asset.

We also applied GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position (“Statement No. 63”) during 2011. Under this
standard, we now present our Statement of Net Position and our Statement of Revenues, Expenses
and Changes in Net Position rather than a Statement of Net Assets and a Statement of Revenues,
Expenses and Changes in Net Assets. Within our Statement of Net Position, GASB Statement No. 63
requires the presentation of net position rather than of net assets.

Because of the application of these new accounting and financial pronouncements, when we prepared
our financial comparisons of our 2011 fiscal year with our 2010 fiscal year for discussion in this
management’s discussion and analysis, we reclassified 2010 amounts to conform with our 2011
presentation. For example, as mentioned above, in 2010 and prior years, our Interest in our License
Agreement with SCDOT was classified as a capital asset. However, since in 2011 that asset is
presented as an other asset rather than as a capital asset, for purposes of our 2011-t0-2010
comparison, we calculated the differences between our 2011 and 2010 capital assets assuming that
our 2010 Interest in our License Agreement with SCDOT had been presented as an other asset in
2010 as well.

ECONOMIC FACTORS

Purpose of the Association and Utilization and Toll Revenues of the Southern Connector

The Association was incorporated to design, finance, acquire, construct and operate the Southern Connector
Toll Road. On February 11, 1998, we issued $200,177,680 of Toll Road Revenue Bonds (Southern
Connector Project, Greenville, South Carolina), Series 1998 (*1998 Bonds”) to finance substantially all of
the costs of the Southern Connector. A Traffic and Revenue Study (the “Original Study”) was prepared in
connection with the sale of the 1998 Bonds. The Original Study was undertaken in order to determine an
estimate of the utilization of the road, the appropriate toll rates for the highway, an estimate of the costs of
operation and the resulting revenue the Association could reasonably expect to receive from the operation of
the Southern Connector. From the time that the Southern Connector Toll Road opened in February 2001,
utilization of the Southern Connector has been significantly lower than the Original Study estimated. The
Southern Connector was constructed in southern Greenville County in an area with no other similar roads,
and was expected to further industrial and commercial development in that portion of Greenville County.
However, the expected growth in the region has yet to materialize. Globalization of industrial production
has adversely affected industrial development in the Southern Connector corridor. In addition, the recession
and consumer resistance to the payment of tolls (the Southern Connector Toll Road is the only toll road in
Upstate South Carolina) contributed to the lower-than-forecasted traffic contemplated in the Original Study.

Since operations of the Southern Connector began, the Association has worked diligently to publicize the
Southern Connector and promote traffic growth. We employ a management team that is experienced in
toll road operations and we work with local entities to promote and publicize development opportunities
along the Southern Connector corridor. We have worked with SCDOT to rectify signage deficiencies.
We have undertaken aggressive, award-winning advertising campaigns to make the public aware of the
highway and the additional convenience it offers. Our staff has met individually with most of the large
trucking firms located in and around the Southern Connector corridor. We have implemented a discount
program for trucks that use the electronic toll system and have extended incentives to passenger cars for
the acquisition of transponders. Our efforts to promote the Southern Connector and to operate the toll
road in an efficient manner have been reflected in overall traffic demand and toll revenues. Average daily
toll transactions grew each year from 2001 through 2004, declined slightly in 2005 following an increase
in toll rates, and rebounded in 2006 and 2007. The general economic downturn in 2008 and 2009 coupled



with a November 2009 toll rate increase negatively impacted utilization of the Southern Connector, and
average daily toll transactions declined during those years. The continuing effects of the recession and
the November 2009 toll rate increase were compounded during 2010 by SCDOT’s complete closure of
approximately 15 miles of the northbound lanes of 1-385 for rehabilitation. 1-385 is one of the main
thoroughfares with which the Southern Connector intersects, and its closure in 2010 lasted approximately
6.5 months. All of these factors contributed to the 2010 decrease in average daily toll transactions.
However, in 2011, utilization of the Southern Connector began to improve once again, and average daily
toll transactions increased approximately 7.6% over 2010 levels.

Transactions by Month
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Toll revenues rose steadily each year from the time the Southern Connector opened through 2007. The
Southern Connector was unable to escape the effects of the recession on its toll revenues in 2008, and for
the first time since operation of the toll road began, toll revenues declined. Although the decline in
utilization of the Southern Connector continued in 2009 and 2010, the increase in toll rates effective in
November 2009 more than compensated for the decrease in traffic, and in 2010, we began to recover
some of the toll revenues that had been lost. With the 2011 rebound in utilization of the Southern
Connector discussed above, the Association’s toll revenues rose to their highest point ever, increasing
approximately 8.2% over 2010 amounts.

In January 2012, we implemented a toll rate increase approved by the Bankruptcy Court as part of our
plan to emerge from bankruptcy. So far in 2012, although utilization of the Southern Connector has
declined slightly following the toll rate increase, toll revenues have continued to rise. Through May
2012, toll transactions decreased approximately 2.9% from the first five months of 2011, but toll revenues
increased approximately 21.2% over the same period in 2011.



Revenues by Month
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Association Operations and Financial Obligations Prior to Confirmation of the Association’s Plan
for Adjustment of Debts in Bankruptcy

Although the Association was legally formed in 1996, our first financial activity occurred on or about
February 1998. At that time, we entered into a License Agreement (the “Original License Agreement”)
with SCDOT that granted us certain rights and obligations to finance, acquire, construct, and operate the
Southern Connector, and to construct the SC 153 Extension with financing provided by SCDOT. To
finance construction of the Southern Connector, we issued $200,177,680 original principal amount of
Connector 2000 Association, Inc. Toll Road Revenue Bonds, Series 1998A, 1998B and 1998C pursuant
to a Master Indenture of Trust and a First Supplemental Indenture of Trust, both dated February 1, 1998
(collectively, the “Original Trust Indenture”).

The terms of the Original Trust Indenture and the Original License Agreement collectively governed the
Association’s operations of the Southern Connector, collection of tolls and distribution of net toll
revenues from the issuance of the 1998 Bonds through April 21, 2011, the effective date of the
Association’s Bankruptcy Plan.

Through July 2007, the Association’s debt service payment obligations on its 1998 Bonds consisted
solely of interest payments due on the Senior Series 1998A Bonds. However, beginning in 2008, our
annual financial obligations began to increase significantly as the capital appreciation bonds began to
mature and as sinking fund principal installments came due on the Series 1998A Bonds. Because actual
traffic on the Southern Connector produced toll revenues less than the amounts necessary to meet our debt
service obligations, we were required to withdraw monies from our 1998 Senior and Subordinate Bonds
Debt Service Reserve Accounts in order to pay debt service obligations. By July 2009, our withdrawals



from our 1998 Senior Bonds Debt Service Reserve Account reduced the balance in that account to a point
where the remaining funds in that account, along with tolls collected and available for payment of debt
service, were insufficient to pay the debt service due in January 2010. Since funds were insufficient to
pay the entire debt service due in January 2010, the 1998 Senior Bonds Trustee made no payment on the
1998 Senior or Subordinate Bonds at that date, and the first payment default on our 1998 Bonds occurred.
On January 11, 2010, the Association filed an event notice acknowledging that an event of default had
occurred as a result of the failure to pay the debt service that came due on the 1998 Bonds in January
2010. From that time, the continuing shortfall of toll revenues prevented us from meeting our debt
service obligations, and we continued in default under the Original Trust Indenture.

The Original Trust Indenture required the Association to charge tolls in each calendar year sufficient to
produce net revenues, after the payment of operating expenses, equal to or that exceeded the greater of (a)
1.25 times the aggregate debt service on all outstanding 1998 Senior Bonds due in such year, and (b) the
amount required to replenish all previous withdrawals from the reserve fund established for the 1998 Senior
Bonds and to equal not less than 1.10 times the aggregate debt service on all outstanding 1998 Bonds due in
such year. This 1998 Bond revenue covenant became effective in 2005, and a failure to comply with the
covenant for a period of 36 consecutive months constituted an event of default under the Original Trust
Indenture. In January 2008 and again in May 2009, we received notices of such default from the 1998
Senior Bonds Trustee in which the Trustee acknowledged and reserved its various remedies provided in the
Original Trust Indenture, but did not identify which, if any, actions were to be taken on behalf of the
holders of the 1998 Bonds.

The Original Trust Indenture required that toll rate studies be performed whenever the 1998 Bond revenue
covenant was not met. Therefore, the Association hired a toll consultant to perform the required toll rate
studies in each of years 2005, 2006 and 2007. Each of those studies concluded that, even if the toll
consultant’s recommendations to maximize toll revenue were implemented, projected toll revenues would
continue to be insufficient to pay principal and interest on the 1998 Bonds in full.

In 2008, we engaged Stantec Engineering as our new traffic and revenue consultant to perform an
investment grade traffic and revenue study. The purpose of the study was to forecast traffic and revenue and
revenue potential for a period of 50 years. The report on this study (the “Revised Traffic Study”) was issued
in May 2009 and set forth projections based on both the then-current toll rate schedule and a revised toll rate
schedule. Based on the Revised Traffic Study, we petitioned SCDOT for a toll rate increase that was
approved by SCDOT in August 2009 and implemented in November 2009.

The Association’s operations through April 21, 2011, were governed by its Original License Agreement
with SCDOT. That Original License Agreement specified that the 1998 Bonds issued by the Association
to finance construction of the Southern Connector were not and would never constitute indebtedness of
the State of South Carolina, SCDOT, or any agency, department or political subdivision of the State of
South Carolina. The Original License Agreement required SCDOT to determine the toll rates to be
c