FitchRatings

Fitch Upgrades NC Turnpike Authority State Appropriation
Revenue Bonds to'AA+"; Outlook Stable

Fitch Ratings-New York-07 November 2019: Fitch Ratings has assigned a 'AA+' rating to the
following bonds of the North Carolina Turnpike Authority (NCTA):

--$115 million Triangle Expressway System Appropriation Revenue Bonds, Series 2019.
The bonds are expected to be sold via negotiation November 20, 2019.

In addition, Fitch has upgraded the rating on $20.21 million State Annual Appropriation Revenue
Bonds, Series 2009B (federally taxable-issuer subsidy - Build America Bonds) to 'AA+' from 'AA'.

The Rating Outlook is Stable
SECURITY

The bonds are special obligations of the authority, secured by and payable from a $25 million state
appropriation from the state highway trust fund (HTF). No additional security is provided by tolls or
other revenues of the Triangle Expressway System, or any other funds held under the General
Revenue Bond Trust Agreement.

ANALYTICAL CONCLUSION

The 'AA+' rating on NCTA's Triangle Expressway and State Annual Appropriation bonds is based on
a standing appropriation from the state of North Carolina's HTF, a major fund of the state. The bonds
are rated one notch below the state's 'AAA' Issuer Default Rating (IDR), reflecting the slightly higher
degree of optionality associated with payment of appropriation-linked debt. The upgrade of the
2009B bonds partly reflects the greater weight given to the relationship between the state Treasurer's
office, which has long demonstrated conservative management of the state's debt, and the NCTA.
The NCTA is a part of the state's Department of Transportation (DOT). The Treasurer's office
reviews the NCTA's disclosure and includes the fixed appropriations to the NCTA for debt service in
its debt affordability studies.

North Carolina's 'AAA' IDR reflects its low liabilities, conservative financial operations and long-term
prospects for continued economic expansion and diversification.

KEY RATING DRIVERS



FIXED STATE APPROPRIATION: The 2019 bonds will be structured as capital appreciation bonds
(CABs) and will be paid from a $25 million annual appropriation to the NCTA for the Triangle
Expressway System. This set appropriation is currently fully leveraged to pay the outstanding series
2009 bonds and series 2018 bonds (unrated by Fitch). Debt service will begin after the outstanding
bonds fully mature in 2039.

IMPORTANT PROJECT TO STATE: The 2019 bonds are a piece of a financing package that will
fund phase 1 of the extension (Complete 540) of the Triangle Expressway, which serves as a major
alternative to congested free roads and a key route to the Research Triangle Park (RTP), a major
state employment center. The state has demonstrated its commitment to the project through
construction and renewal and replacement guarantees.

LINK TO STATE IDR: The NCTA is an agency of the state within the state Department of
Transportation (DOT). The one notch distinction from the state of North Carolina's 'AAA'/Stable IDR
reflects the additional optionality associated with the payment of appropriation debt. While the $25
million appropriation does not require annual action by the legislature, it is subject to change by a
future legislature.

RATING SENSITIVITIES

The rating on the North Carolina Turnpike Authority Triangle Expressway and State Annual
Appropriation bonds is sensitive to changes in the credit quality of the state of North Carolina, to
which it is linked, and to the continued appropriation to the NCTA by the state for debt service.

CREDIT PROFILE

FIXED STATE APPROPRIATION TO TURNPIKE AUTHORITY

The rating on the authority's Triangle Expressway and State Annual Appropriation revenue bonds
reflects the strength of the pledged revenue stream -- an ongoing appropriation from the state of
North Carolina's HTF. Appropriated state funds for debt service are transferred quarterly from the
HTF to the Authority in equal installments of $6.25 million, after set-asides for debt service on state
GO bonds issued for transportation purposes, on parity with other HTF statutory commitments.
Highway trust fund revenues are generated by a 3% highway use tax on motor vehicles purchased
or titled in the state, 29% of all motor fuel tax revenues, and a portion of certain fees shared for the
issuance of certificates of title. fiscal 2019 revenues totaled $1.6 billion. Transfers from the HTF to
the state general fund are not permitted.

The 2019 bonds are structured as CABS with no debt service until after the final maturity of the 2018
bonds in 2039. At that point, the $25 million appropriation will be available for debt service on the
2019 bonds. The current bonds have parity to the outstanding bonds; however, if the prior bonds
were not paid according to their debt service schedule, they would be paid before the current
issuance. The appropriation obligation of the state is limited to the HTF.

IMPORTANT STATE PROJECT

The existing toll road serves as a major alternative to congested free roads and a key route to the
Research Triangle Park. The current project (Complete 540) will extend the toll road in two phases.
The state's commitment to the project includes a construction guaranty. A guarantee of operations
and maintenance expenses, and a renewal and replacement guaranty by NCDOT demonstrates the



states continued commitment. The approximately $1 billion project will be financed by the issuance
of approximately $378 million in senior lien revenue bonds and $502 million in TIFIA loans (both
rated BBB), in addition to the series 2019 appropriation bonds.

For more information on the state of North Carolina, please see the press release, "Fitch Rates North
Carolina's $600MM GOS 'AAA'," dated Aug. 29, 2019. For more information on the Triangle
Expressway Project, please see "Fitch Upgrades NC Turnpike Auth's Sr Rev Bonds to 'BBB';
Assigns 'BBB' to Sr Revs and TIFIA Loan," dated Oct. 31, 2019.
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ESG CONSIDERATIONS

Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score of 3 -
ESG issues are credit neutral or have only a minimal credit impact on the entity, either due to their
nature or the way in which they are being managed by the entity.

For more information on Fitch's ESG Relevance Scores, visit www.fitchratings.com/esg.
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Endorsement Policy

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE
AGENCY'S PUBLIC WEB SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS,
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ISSUER ON THE FITCH WEBSITE.

Copyright © 2019 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street,
NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or
retransmission in whole or in part is prohibited except by permission. All rights reserved. In issuing
and maintaining its ratings and in making other reports (including forecast information), Fitch relies
on factual information it receives from issuers and underwriters and from other sources Fitch
believes to be credible. Fitch conducts a reasonable investigation of the factual information relied
upon by it in accordance with its ratings methodology, and obtains reasonable verification of that
information from independent sources, to the extent such sources are available for a given security
or in a given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party
verification it obtains will vary depending on the nature of the rated security and its issuer, the
requirements and practices in the jurisdiction in which the rated security is offered and sold and/or
the issuer is located, the availability and nature of relevant public information, access to the
management of the issuer and its advisers, the availability of pre-existing third-party verifications
such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering
reports, legal opinions and other reports provided by third parties, the availability of independent and
competent third- party verification sources with respect to the particular security or in the particular
jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports should
understand that neither an enhanced factual investigation nor any third-party verification can ensure
that all of the information Fitch relies on in connection with a rating or a report will be accurate and
complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information
they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings
and its reports, Fitch must rely on the work of experts, including independent auditors with respect to
financial statements and attorneys with respect to legal and tax matters. Further, ratings and
forecasts of financial and other information are inherently forward-looking and embody assumptions
and predictions about future events that by their nature cannot be verified as facts. As a result,
despite any verification of current facts, ratings and forecasts can be affected by future events or
conditions that were not anticipated at the time a rating or forecast was issued or affirmed.

The information in this report is provided "as is" without any representation or warranty of any kind,
and Fitch does not represent or warrant that the report or any of its contents will meet any of the



requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a
security. This opinion and reports made by Fitch are based on established criteria and
methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are
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US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch
will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a
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dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert
in connection with any registration statement filed under the United States securities laws, the
Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any
particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch
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Australian financial services license (AFS license no. 337123) which authorizes it to provide credit
ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be
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Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally
Recognized Statistical Rating Organization (the "NRSRO"). While certain of the NRSRO's credit
rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit
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SOLICITATION STATUS

The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer
or a related third party. Any exceptions follow below.

Endorsement Policy

Fitch's approach to ratings endorsement so that ratings produced outside the EU may be used by
regulated entities within the EU for regulatory purposes, pursuant to the terms of the EU Regulation
with respect to credit rating agencies, can be found on the EU Regulatory Disclosures page. The



endorsement status of all International ratings is provided within the entity summary page for each
rated entity and in the transaction detail pages for all structured finance transactions on the Fitch
website. These disclosures are updated on a daily basis.

Fitch Updates Terms of Use & Privacy Policy

We have updated our Terms of Use and Privacy Policies which cover all of Fitch Group's websites. Learn
more.



