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Cary (Town Of) NC
Update to analysis

Summary

The Town of Cary (Aaa,stable) benefits from a large and stable tax base in the Research
Triangle Park (RTP) with stabilizing institutional presence. The town continues to benefit from
a steady in-migration driving consistent revenue growth (see Exhibit).

Exhibit 1
Sound revenue growth trend expected to continue
Total operating fund revenue (millions)
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The town's consistently solid financial position and manageable debt profile is supported

by management's long-term adherence to sound fiscal policies. Additionally, management
proactively monitors revenues and expenditures on a monthly basis and has historically made
adjustments to revenue and expenditure projections throughout the fiscal year.

Credit strengths
» Large, diverse and growing local economy with stabilizing institutional presence

» Above average socio-economic indices

» Prudent fiscal management resulting in sound financial operations
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» Manageable liabilities relative to full value and expenditures

Credit challenges

» Moderate exposure to economically sensitive revenues (21.5% of 2018 revenues)

Rating outlook
The stable outlook reflects our expectation that the town will continue to benefit from RTP as well as ongoing growth in the local
economy. The outlook further reflects the expectation of continued sound financial operations.

Factors that could lead to an upgrade

» Not applicable

Factors that could lead to a downgrade
» Significant reductions in general fund reserves and liquidity

» Substantial declines in tax base values

Key indicators

Exhibit 2

Cary (Town Of) NC 2014 2015 2016 2017 2018
Economy/Tax Base

Total Full Value ($000) $22,552,761 $22,800,436  $23,654,830  $25,851,827  $26,414,090
Population 146,041 151,186 155,822 159,715 163,930
Full Value Per Capita $154,428 $150,810 $151,807 $161,862 $161,130
Median Family Income (% of US Median) 172.7% 170.9% 167.3% 165.6% 165.6%
Finances

Operating Revenue ($000) $141,158 $145,467 $157,974 $163,224 $167,879
Fund Balance ($000) $91,686 $92,470 $99,101 $97,878 $84,923
Cash Balance ($000) $86,557 $86,707 $93,869 $91,862 $78,280
Fund Balance as a % of Revenues 65.0% 63.6% 62.7% 60.0% 50.6%
Cash Balance as a % of Revenues 61.3% 59.6% 59.4% 56.3% 46.6%
Debt/Pensions

Net Direct Debt ($000) $139,924 $129,245 $121,152 $110,331 $127,330
3-Year Average of Moody's ANPL ($000) $103,103 $106,871 $109,633 $144,435 $167,984
Net Direct Debt / Full Value (%) 0.6% 0.6% 0.5% 0.4% 0.5%
Net Direct Debt / Operating Revenues (x) 1.0x 0.9x 0.8x 0.7x 0.8x
Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.5% 0.5% 0.5% 0.6% 0.6%
Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.7x 0.7x 0.7x 0.9x 1.0x

Source: Moody's Investors Service, Town of Cary, NC, US Census

Profile

The Town of Cary is located in the center of North Carolina (Aaa, stable) and includes property in both Wake (Aaa, stable) and
Chatham (Aa1) Counties. The Town is in the middle of the Research Triangle Park Area, a location that repeatedly ranks among the top
places in the nation to begin or expand a business.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Economy and tax base: local economy continues to grow; benefiting from RTP and higher education presence

Cary continues to be well positioned for stability and moderate near to medium-term economic growth. The town is a key contributor
to the greater Raleigh economy, which benefits from the Research Triangle Park (RTP) and the state capital of Raleigh (Aaa, stable). The
stabilizing presence of higher education institutions including University of North Carolina at Chapel Hill (Aaa,stable), Duke University
(Aa1 stable) and NC State University-Raleigh (Aal stable) has made the area attractive to a number of high-tech companies. Ongoing
investments of bio and other high-tech companies at RTP contribute to the town's positive long-run economic look. Town officials
report close to 5,000 jobs created, and over $240 million invested by 15 different companies since 2074. SAS Institute, the world's
largest privately held software company is the town's largest employer, employing over 5,000 people and continues to invest in the
town.

The town's $26 billion tax base continues to grow annually largely driven by ongoing new development. Values are expected to grow an
estimated 3.5% in 2020, the next county-wide revaluation effective in FY 2021. In 2018, several economic development projects were
announced that are projected to provide $16.2 million in investment and 302 new jobs.

Wealth indices remain solid, outperforming both the state and nation. Median Family Income (MFI) in 2017 totaled 165.6% of the US.

Financial operations and reserves: sound management practices drive financial flexibility

Cary's financial position will remain sound given management's conservative budgeting practices and commitment to maintaining
sound reserve levels. Total fund balance has remained strong over the last five years totaling $88 million in fiscal 2018 or 52.7% of
revenues.

The town has achieved operating surpluses in four of the past six fiscal years. In 2018, the town budgeted $30 million from fund
balance for one-time and pay go capital projects. Of that appropriation, the town drew down $12.9 million due to favorable
performance of revenues and expenditures. Of the total appropriated amount, officials used approximately $4.6 million for street
improvements, $5 million for parks and recreation projects and $7 million to finance a parking deck in downtown Cary.

Fiscal 2019 General Fund revenues are budgeted at approximately $175 million. Sales tax and other local tax revenues are budgeted at
$37.4 million. The town has some exposure to economically sensitive sales tax revenues which can be more volatile than other revenue
sources however, these revenues continue to perform favorable to budget.

Despite using reserves for these one-time projects, the town's financial position remains sound. Going forward, Moody's expects that
the town will maintain healthy finances and structurally balanced operations as doing so will remain a key component in maintaining
the Aaa rating.

LIQUIDITY
Cary maintains sound liquidity and strong financial flexibility driven by sizable cash reserves totaling $78.2 million in fiscal 2018 or
46.6% of revenues.

Debt and pensions: manageable debt and CIP with significant pay-go component

Cary's low average direct debt burden (0.5% of 2018 full value) will remain manageable despite a sizable capital projects plan given a
conservative approach to debt financing and ongoing tax base expansion. Approximately $65 million of outstanding GO debt is self
supported by water and sewer revenues and not included in the net direct debt burden. Cary's $313 million 5-year capital plan includes
mostly transportation and parks projects. Approximately $90 million of the CIP will be funded with GO debt.

Total fixed costs (debt service, pension ARC and OPEB pay go) accounted for a manageable 13% of fiscal 2018 operating expenditures.

2019 Bond Referendum to fund transportation and parks projects
The town is planning a $225 million bond referendum in October with $113 million for proposed transportation related projects and
$112 million for parks and recreation projects. If the referendum is successful, officials expect issuance(s) over the next 7-10 years.

DEBT STRUCTURE
Variable rate debt accounts for approximately 13% ($29.2 million Series 2006 bonds) of total debt outstanding, representing a liquidity
risk which is mitigated by a strong balance sheet.
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DEBT-RELATED DERIVATIVES
The town is not a party to any derivative agreements.

PENSIONS AND OPEB
The town contributes to the North Carolina Local Government Employees Retirement System (NCLGERS), defined benefit retirement
plan administered by the State of North Carolina.

In addition to participating in the state plan, the town has a separate law enforcement plan. Cary's combined adjusted net pension
liability for both plans, under Moody's methodology for adjusting reported pension data, is $178 million, or approximately 1.07 times
operating revenues. Moody's uses the adjusted net pension liability to improve comparability of reported pension liabilities. The
adjustments are not intended to replace the town's reported liability information, but to improve comparability with other rated
entities. We determined the town's share of liability for the state-run plan in proportion to its contributions to the plan.

Management and governance: very strong institutional framework
Cary benefits from conservative fiscal management and formally adopted policies.

North Carolina towns have an institutional framework score of “Aaa,” or very strong. Revenues are highly predictable as cities primarily
rely on property taxes. Economically sensitive revenues typically account for less than a sixth of operating revenues. Towns have a high
ability to increase revenues through virtually unlimited property tax increases. Expenditures are highly predictable and towns have a
high ability to reduce costs quickly if needed given a modest fixed cost burden and no collective bargaining units.

Rating methodology and scorecard factors

The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government'’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.
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Exhibit 3

Cary (Town Of) NC

Rating Factors Measure Score

Economy/Tax Base (30%) ™

Tax Base Size: Full Value (in 000s) $26,414,090 Aaa
Full Value Per Capita $161,130 Aaa
Median Family Income (% of US Median) 165.6% Aaa

Finances (30%)

Fund Balance as a % of Revenues 50.6% Aaa
5-Year Dollar Change in Fund Balance as % of Revenues -3.1% Baa
Cash Balance as a % of Revenues 46.6% Aaa
5-Year Dollar Change in Cash Balance as % of Revenues -2.2% Baa

Management (20%)

Institutional Framework Aaa Aaa

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures 1.0x A

Notching Factors:?

Unusually Strong or Weak Budgetary Management and Planning Up

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 0.5% Aaa
Net Direct Debt / Operating Revenues (x) 0.8x A
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 0.6% Aaa
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 1.0x A

Scorecard-Indicated Outcome Aaa

Assigned Rating Aaa

Source: Town Of Cary, NC CAFRs, US Census Bureau, Moody's Investors Service

[1}Economy measures are based on data from the most recent year available.

[2] Notching factors are specifically defined in the US Local Government General Obligation Debt Methodology dated December 16,
2016.

[3]Standardized adjustments are outlined in the GO Methodology Scorecard Inputs updated for 2018 publication

The principal methodology used in this rating was US Local Government General Obligation Debt published in December 2016. Please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.
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