State of North Carolina June 30, 2015
NOTES TO THE FINANCIAL STATEMENTS

NOTE17: PLEDGED REVENUES

Primary Government

Governmental Activities

The State has pledged future federal transportation revenues to repay $598.165 million of Grant Anticipation Revenue Vehicle
(GARVEE) bonds payable at June 30, 2015. These bonds were issued in October 2007, August 2009, January 2012 and May 2015. Such
federal transportation revenues consist of amounts derived from the National Highway System and other federal surface transportation
programs pursuant to Title 23 of the United States Code. Annual principal and interest requirements on the GARVEE bonds of
governmental activities are expected to require less than 9% of such federal transportation revenues. The North Carolina General Statute
136-18 limits the amount that can be issued by providing that the maximum debt service on all GARVEE bonds (including North
Carolina Turnpike Authority GARVEE bonds below) may not exceed 15% of the expected annual federal revenue and that the
outstanding principal amount may not exceed the total amount of federal transportation funds authorized to the State in the prior federal
fiscal year.

Proceeds from the bonds will be used to accelerate the funding of various transportation projects identified in the current State
Transportation Improvement Plan. As required by State law, the projects have been selected on factors including a broad geographical
distribution across the State. The total principal and interest remaining to be paid on the bonds is $792.532 million, payable through 2030.
For the current fiscal year, principal and interest paid and total federal transportation revenues were $80.614 million and $1.065 billion,
respectively.

Business-type Activities
North Carolina Turnpike Authority

The State has pledged, as security for revenue bonds issued by the North Carolina Turnpike Authority (NCTA), net revenues from the
operation of the Triangle Expressway System and the Monroe Connector System. On July 29, 2009, NCTA issued Triangle Expressway
System State Annual Appropriation Revenue Bonds ($352.675 million) and Triangle Expressway System Senior Lien Revenue Bonds
($270.083 million). In October 2010, NCTA issued Monroe Connector System State Annual Appropriation Revenue Bonds ($233.92
million). In November 2011, NCTA issued Monroe Connector System Senior Lien Revenue Bonds ($10 million) and State Annual
Appropriation Revenue Bonds ($214.505 million). In December 2011, NCTA issued Monroe Connector System GARVEE bonds
($145.535 million). For the Senior Lien Revenue Bonds, specific revenues pledged consist of toll revenues and all other income derived
from the operation of the Triangle Expressway System. For the State Annual Appropriation Revenue Bonds, specific revenues pledged
consist of federal interest subsidy payments and investment income. For the GARVEE bonds, the State has pledged future federal
transportation revenues. Such federal transportation revenues consist of amounts derived from the National Highway System and other
federal surface transportation programs pursuant to Title 23 of the United States Code. Annual principal and interest requirements on the
GARVEE bonds of the NCTA are expected to require less than 13% of such federal transportation revenues.

The State has elected to treat the State Annual Appropriation Revenue Bonds as “Build America Bonds” for purposes of the American
Recovery and Reinvestment Act of 2009 and to receive a cash subsidy from the United States Treasury equal to 35% of the interest
payable on these bonds.

Proceeds from the bonds are being used to pay the costs of land acquisition, design, construction, and equipping of the Triangle
Expressway System, a 19-mile toll road facility built in Durham and Wake counties that was fully opened in January 2013. Additionally,
proceeds from the bonds are being used to pay the costs of design, construction, and equipping of the Monroe Connector System, a 19.7-
mile toll road facility to be built in Mecklenburg and Union counties. The total principal and interest remaining to be paid on the bonds is
$2.245 billion, payable through fiscal year 2042 (final maturity date). For the current fiscal year, principal and interest paid, and available
revenues (toll revenues, fees, federal interest subsidy, federal transportation funds and investment revenues) were $81.632 million and
$53.063 million respectively.
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University of North Carolina System

The University of North Carolina System has pledged future revenues, net of specific operating expenses, to repay revenue bonds and
certificates of participation as shown in the table below (dollars in thousands):

Future Revenues Pledged Current Year

% of Total Pledged Principal Final
(@8] Revenue Revenues, Net and Interest Maturity Payable as
Purpose Revenue Source Amount Source of Expenses Payments Date  of 6/30/2015
Revenue Bonds
Housing and Dining
Housing and Dining Revenues $ 90,402 4.07%-75.00% $ 16,739 $ 4,254 2035 $ 58,005
Utilities Utilities Revenues 60,837  6.00% - 14.80% 29,518 8,746 2022 60,645
Health Care Facilities Patient Service Revenues 301,621 100.00% - 211.00% 2,810 11,977 2034 131,135
Other Various 1,048 107.00% 244 41 2019 905
Total $ 453,908 $ 49,311 $ 25,018 $ 250,690
Certificates of Participation
Student Housing System Housing Revenues $ 34,872 33.00% - 112.00% $ 2,114 $ 1,837 2037 $ 23,470

(1) The Future Revenues Pledged amount is equivalent to the total principal and interest remaining to be paid on the associated bonds.
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