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Kansas Turnpike Authority's (KTA; Aa2 stable) credit profile reflects its long history of strong
financial performance, reflected in debt service coverage ratios (DSCR) above 3.0x and
liquidity levels on the order of three years cash on hand. KTA has demonstrated willingness to
increase rates as needed to sustain its strong financial metrics as well as to maintain system
operations and assets in good condition. Moreover, KTA has a history of conservative debt
management, with Aaa-level leverage as measured by adjusted debt to operating revenue,
a declining debt service profile and all outstanding debt maturing in less than 20 years. The
credit profile also reflects our expectation that the capital program will be primarily funded
by internally generated cash flow, supporting a further reduction in leverage. While traffic
has not returned to pre pandemic levels, revenues in fiscal 2022 have already surpassed
pre pandemic levels. Given the declining debt service structure and no plans for future debt
issuances, we expect KTA to be able to maintain strong coverage above 3.0x.
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Credit strengths
» Established, state-wide toll road with a history of strong financial performance
» Stable traffic trends through the recession combined with a history of toll increases
» Low leverage and rapidly amortizing debt profile
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» Strong financial metrics are expected to be sustained as future capital plans do not include additional new money debt issuance
plans

Credit challenges
» A slowly growing state economy
» Limited population growth, indicating future toll revenue growth will depend primarily on rate increases; however, KTA has
maintained a conservative financial structure that does not rely on revenue growth to sustain credit metrics
» Competition from I-35, a non-tolled alternative for the Emporia-Kansas City route, though the turnpike offers a more direct route
to downtown Kansas City and supports heavy-load commercial traffic

Rating outlook
The stable outlook is based on our expectation that traffic revenues will continue to provide strong financial margins and above average
DSCRs due to declining debt service that partially offsets the lower traffic demand. The outlook also incorporates that the authority will
implement rate increases as needed in line with its track record and retain strong liquidity levels around three years while undertaking
pay-as-you-go capital projects.

Factors that could lead to an upgrade
» Given operational risks inherent to the credit and industry it is unlikely to go up

Factors that could lead to a downgrade
» Tightening of financial metrics, or a substantial increase in debt for projects that don't generate toll revenues and weaken DSCRs
below 2.5x
» A substantial decrease in liquidity below 400 days cash on hand

Key indicators
Exhibit 2

Key Indicators
Kansas Turnpike Authority
Total Transactions Annual Growth (%)
Debt Outstanding ($'000)
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2018
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2020
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2021

-3.4

181,415
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140,060
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Adjusted Debt to Operating Revenues (x)
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1.38

1.41

1.29
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1,331
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1,201

1,167
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Total Debt Service Coverage By Net Revenues (x)

3.51

3.47

4.23

5.03

5.23

Source: Moody's Investors Service and Kansas Turnpike Authority

Profile
The Kansas Turnpike is a 236-mile-long highway standard toll road that lies entirely within the State of Kansas, and connects its four
largest cities: Kansas City, Topeka, Wichita and Lawrence in the eastern part of the state. This turnpike also connects the state with
Interstate 70 and Interstate 35. KTA has been operating as a tolled road since 1956.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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Detailed credit considerations
Revenue Generating Base: Revenue recovery has been mainly driven by commercial vehicles recovery and will be further
supported with recently implemented toll rate increases
The turnpike has a history of steady, albeit below-average, pre-pandemic traffic five-year (2024-2019) compound annual growth rate
was 1.3%. Toll rates were raised twice (2016 and 2018) during this period, and as a result revenues have continued to grow in excess of
traffic. With the pandemic, traffic has declined year over year 9% and 3% in fiscal 2020 and 2021, respectively. However, revenue has
only declined 4% in 2020 and already increased by 2% in 2021, given fast recovery from commercial vehicles.
Another rate increase was implemented February 2022 and this has impacted positively fiscal 2022 revenue results. Toll revenues
reached pre pandemic levels during fiscal 2022 and going forward, the turnpike expects to reach pre pandemic traffic levels in 2025 or
beyond. Management expects fiscal 2022 toll revenues to be at 109% of 2019 levels and traffic to be at 95% of 2019 levels.
The difference in recovery is partly driven by the authority's recent toll rate increase in February 2022, 12% increase for cash customers
and 2% increase for K-TAG customers. Management expects annual traffic growth to normalize between 1% and 2% post pandemic.
Exhibit 3
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Commercial traffic tends to be more volatile. However, unlike previous downturns, commercial traffic has been more resilient than
passenger traffic in general through the recovery from pandemic. Commercial traffic increased 8% in fiscal 2021 following .3% of
decline in fiscal 2020 and 5% growth in fiscal 2019 after KTA increased vertical clearances on bridges and began providing other
amenities to encourage usage. The implementation of high speed toll lanes also further incentivized the increase in commercial traffic
as the open road tolling allows for trucks to move through more smoothly without the need to slow down, enabling operations to be
streamlined.
There is some competition from the non-tolled I-35 for the Emporia-Kansas City route. The turnpike offers a more direct route to
downtown Kansas City, and supports heavy-load commercial traffic. This toll-free, tax-supported section of I-35 provides access to
Ottawa before entering the Kansas City Metropolitan Area, where it serves Johnson County, and Kansas City, Kansas. Nevertheless,
KTA's operating history is generally stable. Prior to the pandemic, single year total transaction declines have been 2% or less, including
during the recession, while revenues remained stable or grew during these periods which indicates a good degree of resiliency.
According to Moody’s Analytics, as of June 2022, the recovery in the state of Kansas will continue lagging both the region and the
nation. Total employment in Kansas will not fully recover until 2024, about two years later than the U.S. Longer term, uninspired
population growth will make it a struggle to keep up with the U.S. as Kansas will be constrained by tepid population growth and weak
migration patterns.
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Rate setting will remain an important driver of revenue growth amid lack of relevant traffic growth

KTA charges a cash toll rate and a lower electronic rate for travelers with K-TAG or another compatible transponder. Electronic toll
collection (ETC) represented approximately 63% of collected tolls in fiscal 2021. To promote ETC penetration, the authority has been
offering a sticker version of the transponder to customers since 2014. Additionally, the authority has also worked on improvements
such as removing gates from dedicated electronic lanes, adding high speed electronic lanes and increasing the difference between
cash and electronic toll rates. The authority continues to work toward interoperability with other agencies. To date, besides the K-TAG,
the multi-state BancPass and NATIONALPASS, the Oklahoma PikePass and the Texas tags (EZ TAG, TxTag, TollTag) work on the KTA
system.
While the authority has independent rate setting ability, all rate changes must be approved by the board of the directors, three of
which are political appointees, and the remaining two are on the board by virtue of their status as elected officeholders in the State
House and Senate. The authority has a history of intermittent toll increases going back to 1961, with more regular increases in recent
years. The last two rate increases went into effect in 2018 and 2022. Under the current rate structure, ETC rates are up to 35% less
than cash toll rates. The last toll rate increase incorporated a 12% increase in cash rates and a 2% for K-TAG rates. KTA does not
currently have a planned increase in toll rates until they restructure the toll rate model for cashless tolling planned in summer of 2024.
In its Driving Change 2025 strategic plan, KTA states its plan to become an all electronic system by summer 2024. As part of the
cashless tolling system update, KTA will be building its own back office system. When complete, it will be able to provide billing and
customer service interface; image-based tolling; collections processing; customer and account management and toll transactions
processing. A vendor has been selected and work has begun on the design, integration and implementation phases of the project.
Operational and Financial Performance: Financial metrics expected to remain strong as traffic recovery continues
KTA continued to produce strong coverage in fiscal 2021, with a 5.23x debt service coverage ratio by net revenues, up from 5.03x in
fiscal 2020. The slight increase in coverage was driven by minor improvement in net revenues and decline in debt service. Even with the
lower than pre pandemic traffic levels in the next few years, and a minimal growth expected in the medium term along with no toll rate
increase expected, we expect KTA to be able to maintain strong coverage above 3.0x mainly due to the declining debt service structure
and no plans for future debt issuances.
KTA's unaudited fiscal 2022 toll revenue increased by 13%, which is 9% above 2019 levels. KTA's 2023 budget expects a 12% increase in
toll revenue as well, mainly due to the rate increase implemented in 2022. Management's forecast model for planning does not assume
additional rate increases over the next five years. Even with these assumptions, forecasts shows bond ordinance coverage exceeding
5.0x, from 5.12x in 2021 to 6.53x in 2025, mainly due to declining debt service profile. KTA's debt management policy includes a
targeted debt service coverage of 3.0x and a floor of 2.0x.
LIQUIDITY

We expect KTA will take action as needed to keep its strong liquidity profile as it implements its capital program over the next years.
As of fiscal 2021, unrestricted and discretionary reserves stood at $164 million, up from $149 million in 2020. This translates to a
very strong 1,228 days cash on hand in fiscal 2021, up from 1,167 in fiscal 2020. In the medium term management expects liquidity
to decrease due to the authority's plan on using internal liquidity to fund capital projects, including the cashless tolling project.
KTA financial goal is to maintain unrestricted days cash on hand of at least 700 days, and KTA has a policy to maintain at least 400
days cash on hand. As of now, management forecasts shows liquidity below their goal of 700 days cash on hand by 2025, however
management expects to take actions as needed to keep liquidity levels above its goal.
Cash funded capital program expected to be manageable

Many of the projects contemplated in KTA's Long Term Needs Study developed in 2015 have been completed or are currently
underway. Recently completed projects include the conclusion of KTA’s first cashless exit ramp, the groundbreaking of the Topeka
administrative building and the kick off of KTA’s first cashless tolling zones, among others.
With the Driving Change 2025 strategic plan, KTA announced a relevant move toward cashless tolling and nationwide compatibility.
Current and future projects will be cash funded and, besides usual renewal and rehabilitation works, cashless tolling implementation is
one of the major components of the capital improvement program. In fiscal 2023, the capital improvement program is sized at $103
million, with 44% being focused on major capital programs, 33% on replacement reserve and 23% on additional projects. All major
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capital program amount is related to the cashless tolling implementation over the next year. The authority will spend approximately
$455 million on projects over the next five years (2023-2027).
The indenture establishes a replacement reserve fund, budgeted at $34.0 million in fiscal 2023 a 14% increase from fiscal 2022, held by
the trustee for the payment of major or extraordinary renewals, repairs, replacements, additions, betterments and improvements with
respect to the turnpike. In terms of flow of funds, the replacement reserve fund is situated between the debt service reserve fund and
the general fund.
Debt and Other Liabilities: Low debt burden and no new debt plans over the near term
As of June 30, 2021, KTA had $112.58 million in outstanding revenue bonds, with $50.25 million from Series 2020A, and $62.33 million
from Series 2019A representing a low 1.29x adjusted debt to operating revenues. The current capital improvement plan does not
include new money debt issuance plans.
DEBT STRUCTURE

All of the authority's debt is fixed rate and amortizes rapidly. All outstanding debt will mature in 2039. The Series 2020A refunding
resulted in a more linear decrease of debt service requirements through fiscal 2029, when debt service is expected to level at around $7
million throughout maturity in 2039. This structure is a notable credit positive for a toll road, removing reliance on revenue growth to
maintain financial metrics.
Exhibit 5
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LEGAL SECURITY

The bonds are secured by net revenues of the authority, consisting primarily of toll revenues. The debt service reserve fund requirement
is 100% of maximum annual debt service (MADS) and is limited by the standard three-prong test (the maximum allowable by the IRS).
After issuance of Series 2020A, debt service reserve fund requirement is based on 125% of average annual aggregate debt service.
The rate covenant requires a debt service coverage ratio of at least 1.25x. The additional bonds test is 1.25x MADS on a historic basis or
1.30x MADS on a five-year prospective basis if the authority is relying on recent rate increases to meet the test. The additional bonds
test also addresses variable rate debt service, requiring that the debt service for all puttable debt must include the total principal that
could be accelerated in any year, and meet a 1.05x historic or 1.10x five-year prospective test. Completion bonds are capped at 10% of
original project debt.
DEBT-RELATED DERIVATIVES

None.
PENSIONS AND OPEB

The KTA's fiscal 2021 reported net pension liability and Moody's adjusted net pension liability are $15.5 million and $ 55.4 million,
respectively. Moody's adjusts the reported pension liabilities of entities that report under governmental accounting standards, to
enhance comparability across rated issuers. Under governmental pension accounting, liabilities are discounted using an assumed rate of
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investment return on plan assets. Under our adjustments, we value liabilities using a market based discount rate for high quality taxable
bonds, a proxy for the risk of pension benefits. Combined with the revenue bonds outstanding, KTA's total adjusted debt to operating
revenues is 1.29x in 2021 down from and 1.41x in 2020 which is very modest compared with the rest of the sector.
ESG considerations
Environmental
The increasing use of electric or hybrid vehicles still require the use of the roadways, limiting exposure to carbon transition risks impacts
on traffic and revenue. While roadway materials are carbon intensive (i.e., concrete and asphalt), wide use of sustainable alternatives
have yet to become widely and affordably available and there has yet to be a rise in political or social pressure to decarbonize
construction materials to date.
KTA’s exposure to environmental risks is neutral to limited as it relates to water management, waste and pollution, and natural capital
risks that are heightened only during large scale construction projects. Exposure to physical climate risks is also neutral to limited given
its location is not materially exposed to significant events related to weather or climate change.
Social
KTA’s exposure to social risks is neutral to limited as it relates to demographic and societal trends, health and safety, human capital, and
responsible production. Neutral to limited credit exposure to customer relations reflects a sound toll rate regime with no interference
in toll-rate setting.
Governance
KTA’s exposure to governance consideration is positively impacted given financial strategy and risk management. KTA benefits from
strong ability and willingness to increase rates coupled with a track record of strong credit metrics. Credit exposure to management
credibility and track record, organizational structure, and compliance and reporting is neutral to limited.
The board of the authority is comprised of five members: the Chairman of the Kansas Senate Transportation Committee, a member of
the house Transportation Committee appointed by the Speaker of the House, two members appointed by the Governor of the State of
Kansas for four-year terms, and the Secretary of KDOT. The chairman of the authority is elected by the other members.

Rating methodology and scorecard factors
The scorecard indicated outcome matches with the Aa2 assigned rating.
The scorecard is a reference tool that can be used to approximate credit profiles for Publicly Managed Toll Roads in most cases.
However, the scorecard is a summary that does not include every rating consideration. Please see the Publicly Managed Toll Roads and
Parking Facilities Methodology published in March 2019 for more information about the limitations inherent to grid.
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Exhibit 6

Moody's Publicly Managed Toll Roads and Parking Facilities Methodology Scorecard
Kansas Turnpike Authority
Factor

1. Market Position

2. Performance Trends

3. Financial Metrics

Subfactor

Score

a) Asset Type

A

b) Competitive Position and Environment

Aa

c) Economic Strength and Diversity of Service Area

A

a) Annual Revenue

A

b) Operating Track Record and Revenue Stability

Aa

c) Ability and Willingness to Increase Toll Rates

Aa

a) Debt Service Coverage Ratio

Aaa

5.23x

b) (Debt + ANPL) to Operating Revenue

Aaa

1.29x

Notching Considerations

Scorecard Indicated Outcome:

Metric

$130.74 m

Notch
1 - Debt Service Reserve Fund level

0.0

2 - Open/Closed Flow of Funds

0.0

3 - Days Cash on Hand

1.0

4 - Asset Ownership and Financing Structure

0.0

5 - Leverage Outlook

0.0

Aa2

Source: Moody's Investors Service
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