FitchRatings

Fitch Rates Delaware River Joint Toll Bridge Commission
Bonds 'A+'; Outlook Stable

Fitch Ratings-New York-03 February 2017: Fitch Ratings has assigned an 'A+'
rating to $438 million of Bridge System Revenue bonds series 2017, issued by
the Delaware River Joint Toll Bridge Commission (DRJTBC, or the
Commission). The series 2017 bonds are entirely new-money debt, secured
by net revenues of the Commission's toll bridge system. The Rating Outlook is
Stable.

The Commission also has outstanding parity debt of $299 million not rated by
Fitch.

KEY RATING DRIVERS

Summary: The 'A+' rating reflects the Commission system's demonstrated
mature and stable traffic profile and significant rate-making flexibility. Beyond
this issuance, there is no additional debt planned, leading to average leverage
of 6.3x under a rating case. The resultant leverage peaks at 9.3x under the
forecast period to 2026, still under the 'A' category's indicative guidance of up
to 10x for large networks and major urban bridge systems with low traffic
growth dependency.

Mature System with Large Geographic Cover (Revenue Risk - Volume:
Stronger):

The Delaware River Joint Toll Bridge Commission consists of a 20-bridge
network spanning a 140-mile north-to-south area between Milford PA and
Trenton NJ. Thirteen bridges are currently free and seven are tolled. (The
Scudder Falls Bridge[SFB], which will be expanded and upgraded with this
issuance, will become a toll bridge after completing the first phase of the
project in 2019.) The free bridges are not considered reasonable alternatives
for truckers and everyday commuters. The CAGR on all bridges and traffic
types collectively between 2004 to 2015, was 0.7%; this includes a 0.7%



CAGR for passenger vehicles and 0.6% for commercial.
Ample Rate-Making Flexibility (Revenue Risk - Price: Stronger):

The last across-the-board toll increase took place in 2011, when passenger
tolls increased $0.25 to $1.00. As such, toll rates remain very competitive
compared to Fitch's rated portfolio. Demand has proven to be relatively
inelastic to such increases, which resulted in transactions declining only 0.4%
in 2012 (the first full year following the toll increase). Moreover, the 1-78
Bridge, which constitutes nearly 30% of all toll-bridge transactions, saw
vehicles up over 3% in 2012. The Commission may adjust toll rates
independently, although it must do so by having at least three New Jersey
commissioners and three Pennsylvania commissioners (of five each) vote
accordingly, as with any action.

Detailed Capital Plan, but Additional Leverage (Infrastructure Development &
Renewal: Midrange):

The Scudder Falls Bridge is the Commission's centerpiece on which the
capital plan is focused. Total spending for the project is estimated at $512
million, with $407 million to be paid for with this issuance. Remaining pay-go
spending through 2026 totals $332 million for state-of-good repair projects on
existing bridges. Leverage following issuance will jump from 1.2x in 2016
(unaudited, fiscal year ends Dec. 31) to 7.6x in 2017.

Fully Amortizing Debt (Debt Structure: Stronger):

While DRJTBC does have two swaps outstanding that synthetically fixes its
15% of variable-rate pro-forma debt, all debt is fully amortizing and essentially
has a level profile once Scudder Falls Bridge becomes tolled. In 2020, debt
service requirements will have peaked at $48 million, trending between $47
million and $48 million to 2037. At that time, debt service takes a step down to
$39 million where it remains while Series 2017 is the only debt left outstanding
until 2047 maturity. There are no additional debt plans beyond this issuance.

Financial Metrics:



The Commission has historically demonstrated healthy debt service coverage,
helped in part by its policy of maintaining DSCR at at least 1.5x. Between
2011 and 2016, the lowest it reached was 1.83x, which occurred in 2011, the
last year tolls were increased. DSCR has increased every year since then,
reaching 2.56x in 2016 (unaudited, fiscal year ends Dec. 31).

Under a Fitch rating case that excludes toll increases (the revenue growth
assumptions that are more fully described under "Fitch Cases" below), DSCR
from 2016 - 2026 averages 1.7x; however as the last five years of the forecast
would result in DSCR below 1.5x, an alternative case with a toll increase (12%
in 2020 on all bridges including Scudder Falls, in order to meet policies)
bumps DSCR to no lower than 1.6x during the forecast period.

PEER GROUP

Given the north-to-south geographical area that the commission covers (140
miles), the system is considered to have characteristics of a monopolistic large
network. As such, peers include Bay Area Toll Authority (AA, ROS) and
Triborough Bridge & Tunnel Authority ('AA-'/'A+'/Stable Outlook). While the
commission's debt outstanding even following new 2017 issuance is less than
10% of each comparable issuer, its rating case leverage in 2020 (7.2x) is
lower than BATA's figure (11.6x) and similar to TBTA's 7.0x based on total
debt. Further, MADS coverage based on 2015 revenues (last full audit, fiscal
year ends Dec. 31) is 1.44x for DRJTBC, sitting comfortably between BATA's
1.3x and TBTA's 1.64x.

RATING SENSITIVITIES

Negative: A downgrade would likely follow should the commission operate for
a sustained period near or below its 1.5x debt service coverage ratio policy.

Positive: An upgrade would likely follow should the Commission operate
sustainably below leverage of 5x.

TRANSACTION SUMMARY

Bonds are being issued to fund about 80% of the Scudder Falls Bridge project,



which involves replacing and widening the existing bridge, improving approach
roadways and interchanges, and converting the bridge from a free facility to an
All Electronic Toll facility. Along with the existing debt outstanding, bonds will
be repaid by net toll revenues of the system, which includes 20 bridges, seven
of which are currently tolled (plus Scudder Falls Bridge).

Performance

The last full toll increase was in 2011. In that year, DSCR was 1.83x, which
was the only year in the last six years that DSCR was below 2x. Leverage
over the period was low and trended down, from 4.4x in 2011 to 1.2x in 2016
(unaudited) as the Commission has built cash and prepared to fund the
Scudder Falls Bridge project.

Fitch Cases

The economic shock of the great recession was instituted in Fitch's rating
case. While SFB opens midyear 2019, the recession is incorporated to occur
in 2020, the first full year of SFB operations. As such, 2020 and 2021 become
transactional-percentage mirrors of what occurred in 2008 and 2009 on a
bridge by bridge basis. From 2022 to 2026, the seven existing tolled bridges
individually grow between -1% and +1%, based roughly on transactional
performance during 2004 - 2015 period. Additionally, new SFB revenues were
decreased by 3% in 2020 compared to base case, and another 3% in 2021,
thereafter returning to 1.5% annual growth. Opex was reduced to 4% in 2020
and 2021, thereafter following the base case percentages growth, resulting in
a 4.5% overall OpEx CAGR from 2016 to 2026. Under this case, average
DSCR resulted in 1.66x and leverage of 7.5.

As a corollary to the rating case, the Commission has two key policies that
govern toll increases: 1) DSCR must be > 1.5x and 2) cash must be
maintained at greater of $80mm or $15% of debt outstanding. The rating case,
however, results in policy violations (minimum DSCR of 1.3x), to be resolved
through a toll increase of at least 12%, assuming no loss of traffic, in order to
maintain its policies through 2026.

A breakeven analysis found that toll revenues would have to increase at 1.3%



annually against 4.25% operating expense growth through 2047 in order to
breakeven, given existing cash and reserves available for debt service. The
operating expense growth figure is below the projected 10-year CAGR in the
base case (4.7%).
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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 the collective work product of Fitch and no individual,
or group of individuals, is solely responsible for a rating or a report. The rating
does not address the risk of loss due to risks other than credit risk, unless
such risk is specifically mentioned. Fitch is not engaged in the offer or sale of



any security. All Fitch reports have shared authorship. Individuals identified in
a Fitch report were involved in, but are not solely responsible for, the opinions
stated therein. The individuals are named for contact purposes only. A report
providing a Fitch rating is neither a prospectus nor a substitute for the
information assembled, verified and presented to investors by the issuer and
its agents in connection with the sale of the securities. Ratings may be
changed or withdrawn at any time for any reason in the sole discretion of
Fitch. Fitch does not provide investment advice of any sort. Ratings are not a
recommendation to buy, sell, or hold any security. Ratings do not comment on
the adequacy of market price, the suitability of any security for a particular
investor, or the tax-exempt nature or taxability of payments made in respect to
any security. Fitch receives fees from issuers, insurers, guarantors, other
obligors, and underwriters for rating securities. Such fees generally vary from
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 particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to
US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or 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 research may be available to electronic subscribers up to
three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty
Ltd holds an 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 used by persons
who are retail clients within the meaning of the Corporations Act 2001

Solicitation Status

Fitch Ratings was paid to determine each credit rating announced in this
Rating Action Commentary (RAC) by the obligatory being rated or the issuer,
underwriter, depositor, or sponsor of the security or money market instrument
being rated, except for the following:



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 (https://www. fitchratings.com/regulatory) 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.



