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Interest 

Rate Yield 
2010 $ 2,605,000 3.00%    0.43%  2016  $ 7,075,000 4.00% 2.93% 
2011 2,790,000 3.00 1.52  2016 60,020,000   5.00   2.93 
2012 3,340,000 3.00 1.62  2017 3,335,000   3.25   3.15 
2013 9,825,000 2.00 2.05  2017 10,270,000   4.25   3.15 
2013 14,165,000 5.00 2.05  2017 48,420,000   5.00   3.15 
2014 9,605,000 2.50 2.49  2018 6,800,000   4.25   3.37 
2014 11,050,000 4.00 2.49  2018 31,905,000   5.00   3.37 
2014 33,510,000 5.00 2.49  2019 3,005,000   4.50   3.61 
2015 5,965,000 2.75 2.71  2019 45,865,000   5.00   3.61 
2015 10,980,000 4.00 2.71  2020 36,950,000   3.90   3.99 
2015 22,515,000 5.00 2.71  2021 27,320,000   4.25   4.30 
2016 4,160,000 3.00 2.93  2022 3,560,000   4.25   4.35 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 



 This Official Statement is not to be construed as a contract or agreement between the State and the purchasers or holders of any of 
the 2009 Series 1 Bonds.  The information and expressions of opinion herein are subject to change without notice, and neither the delivery of 
this Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been no change in 
the affairs of the State or the operations of the Special Transportation Fund since the date hereof.  Any statements in this Official Statement 
involving matters of opinion or estimates, whether or not expressly so stated, are intended as such and not as representations of fact.  No 
representation is made that any of such statements will be realized.  All quotations from and summaries and explanations of provisions of 
laws of the State contained in this Official Statement do not purport to be complete and are qualified in their entirety by reference to the 
official compilations thereof.  All references to the 2009 Series 1 Bonds and the proceedings of the State Treasurer relating thereto are 
qualified in their entirety by reference to the definitive forms of the 2009 Series 1 Bonds and such proceedings.  This Official Statement is 
submitted only in connection with the sale of the 2009 Series 1 Bonds by the State and may not be reproduced or used in whole or in part for 
any other purpose, except as specifically authorized by the State.  No dealer, broker, salesperson or other person has been authorized to give 
any information or to make any representations other than as contained in this Official Statement and, if given or made, such other 
information or representations must not be relied upon.  This Official Statement does not constitute an offer to sell or the solicitation of an 
offer to buy nor shall there be any sale of the 2009 Series 1 Bonds by any person in any jurisdiction in which it is unlawful for such person to 
make such offer, solicitation or sale. 
 
 IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT 
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 2009 SERIES 1 BONDS AT LEVELS 
ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH STABILIZING, IF COMMENCED, 
MAY BE DISCONTINUED AT ANY TIME. 
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 $415,035,000 
State of Connecticut 
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Transportation Infrastructure Purposes 

2009 Series 1 
 

INTRODUCTION 
 

This Official Statement (including the cover page and appendices) provides certain information in connection with the 
issuance by the State of Connecticut (the “State”) of its $415,035,000 Second Lien Special Tax Obligation Refunding Bonds, 
Transportation Infrastructure Purposes, 2009 Series 1 (the “2009 Series 1 Bonds”).  The 2009 Series 1 Bonds are being issued to 
refund certain outstanding Second Lien Bonds (as defined below). 

 
The State provides capital funding for its Transportation Infrastructure Program (the “Infrastructure Program”) by issuing 

senior and second lien special tax obligation bonds (the “Bonds”) pursuant to Public Act No. 84-254 of the General Assembly of the 
State of Connecticut, February Session of 1984, as amended, and other public and special acts adopted by the General Assembly (the 
“Act”).  The Bonds are payable solely from the taxes and other revenues of the State pledged therefor, including revenues pledged 
therefor which are credited to the Special Transportation Fund pursuant to the Act, and are issued either as senior bonds pursuant to 
the Senior Indenture, as defined below (the “Senior Bonds”), or as second lien bonds pursuant to the Second Lien Indenture, as 
defined below (the “Second Lien Bonds”), such as the 2009 Series 1 Bonds. 

 
The Special Transportation Fund is pledged to the payment of Debt Service Requirements on Senior Bonds and Senior 

Notes.  In addition to principal of and interest on, and the purchase price of, Senior Bonds and Senior Notes, included in the 
definition of “Debt Service Requirements” in the Senior Indenture are amounts coming due under reimbursement agreements or 
similar agreements entered into pursuant to the proceedings authorizing the issuance of a series of Senior Bonds, including any 
credit facility such as a letter of credit or policy of bond insurance.  Senior Bonds and the obligations secured on a parity with Senior 
Bonds shall be known herein as “Senior Obligations.”  Senior Obligations have a first claim on the Special Transportation Fund. 

 
The Special Transportation Fund is also pledged to the payment of Debt Service Requirements on Second Lien Bonds and 

Second Lien Notes.  In addition to principal of and interest on, and the purchase price of, Second Lien Bonds and Second Lien 
Notes, included in the definition of “Debt Service Requirements” in the Second Lien Indenture are amounts coming due under 
reimbursement agreements or similar agreements entered into pursuant to the proceedings authorizing the issuance of a series of 
Second Lien Bonds, including any credit facility such as a letter of credit or policy of bond insurance.  Second Lien Bonds and the 
obligations secured on a parity with Second Lien Bonds, which include obligations to the provider of a Credit Facility or a Qualified 
Swap (as such terms are defined in the section below entitled “Summary of Certain Provisions of the Second Lien Indenture”), shall 
be known herein as “Second Lien Obligations.”  The claim of any Second Lien Obligation on the Special Transportation Fund is 
junior to the claim of all Senior Obligations.   

 
Senior Bonds are issued under the Indenture of Trust, dated as of September 15, 1984, between the State and The 

Connecticut National Bank, the initial trustee, as amended by the Special Tax Obligation Bonds Transportation Infrastructure 
Purposes Amendment No. 1, dated as of December 9, 1994, and as supplemented by the First through the Thirty-Ninth Supplemental 
Indentures to provide for the issuance of 42 series of Senior Bonds (collectively, the “Senior Indenture”).  The forty-second series of 
Senior Bonds was delivered on December 10, 2008, in the aggregate principal amount of $300,000,000.  U.S. Bank National 
Association, Hartford, Connecticut is the successor trustee under the Senior Indenture. 

 
Second Lien Bonds are issued under the Indenture of Trust, dated as of December 1, 1990, between the State and The 

Connecticut National Bank, the initial trustee, as amended by the Second Lien Special Tax Obligation Bonds Transportation 
Infrastructure Purposes Amendment No. 1, dated as of December 9, 1994, and as supplemented by the First Supplemental Indenture, 
the Second Supplemental Indenture, the Third Supplemental Indenture and the Fourth Supplemental Indenture (collectively, with the 
Fifth Supplemental Indenture defined below, the “Second Lien Indenture”).  The first series of Second Lien Bonds was issued in 
1990 (the “1990 Series 1 Bonds”), the second series of Second Lien Bonds was issued in 2000 (the “2000 Series 1 Bonds”), the third 
and fourth Series of Second Lien Bonds were issued in 2003 (the “2003 Series 1 and 2 Bonds”) and the fifth series of Second Lien 
Bonds was issued on October 1, 2008 (the “2008 Series 1 Bonds”) to refund the 2000 Series 1 Bonds.  The particular terms of the 
2009 Series 1 Bonds are set forth in the Fifth Supplemental Indenture of Trust dated as of the date of delivery of the 2009 Series 1 
Bonds (the “Fifth Supplemental Indenture”) among the State, U.S. Bank National Association, Hartford, Connecticut, the successor 
trustee (the “Trustee”) under the Second Lien Indenture.  The 2009 Series 1 Bonds, if issued, and other funds available to the State 
will be used to refund the 2003 Series 1 and 2 Bonds.  
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There follows in this Official Statement a description of the Infrastructure Program, the nature of the obligation and the 
security for Bonds, the terms of the 2009 Series 1 Bonds, the establishment and maintenance of the Special Transportation Fund, 
including the transportation related revenues of the State to be credited to the Special Transportation Fund and the method of 
accounting therefor, and the Department of Transportation (the “Department”), which is charged with the management of the 
Infrastructure Program.  Also included are summaries of certain provisions of the Indentures. 

 
All references herein to the Act and the Indentures are qualified in their entirety by reference to the complete text of the Act 

and the respective Indenture, copies of which are available from the State, and all references to the 2009 Series 1 Bonds are qualified 
in their entirety by reference to the definitive forms thereof and the information with respect thereto contained in the Second Lien 
Indenture. 

 
THE TRANSPORTATION INFRASTRUCTURE PROGRAM  

 
The Infrastructure Program was established in 1984 and is a continuous program which finances the ongoing requirements 

of the State for the planning, acquisition, removal, construction, equipping, reconstruction, repair, rehabilitation and improvement of, 
and acquisition of easements and rights-of-way with respect to, State highways and bridges, projects on the interstate highway 
system, alternate highway projects in the interstate highway substitution program (the “interstate trade-in program”), waterway 
facilities, mass transportation and transit facilities, aeronautic facilities (excluding Bradley International Airport), the highway safety 
program, maintenance garages and administrative facilities of the Department, payment of the State’s share of the costs of the local 
bridge program established under the Act, and payment of State contributions to the local bridge revolving fund established under 
the Act (all such projects being collectively herein called the “Infrastructure Program”).  The Infrastructure Program is administered 
by the Department.  For a more detailed description of the Department and the Infrastructure Program, see “The Department of 
Transportation.” 

 
The cost of the Infrastructure Program for State fiscal years 1985-2012, which will be met from federal, State, and local 

funds, is currently estimated at $23.5 billion.  The State’s share of such cost, estimated at $9.5 billion, is to be funded from 
transportation related taxes, fees and revenues deposited in the Special Transportation Fund, as described below, and from the 
proceeds of special tax obligation bonds.  The portion of State program costs not financed by special tax obligation bonds is 
estimated at $0.6 billion and includes the expenses of the Infrastructure Program which either are not sufficiently large or do not 
have a long enough life expectancy to justify the issuance of long-term bonds.  Such expenses currently include liquid resurfacing, 
minor bridge repairs, highway maintenance activities, safety improvements, and other minor transportation improvements. 
 

The State’s share of the cost of the Infrastructure Program for State fiscal years 1985-2012 to be financed by special tax 
obligation bonds is currently estimated at $8.9 billion.  The actual amount may exceed $8.9 billion to finance reserves and cost of 
issuance amounts.  The issuance of such special tax obligation bonds has eliminated the need for the authorization of additional 
general obligation bonds of the State for surface transportation purposes.  Special tax obligation bonds may also be issued for the 
purpose of refunding general obligation bonds of the State issued for transportation infrastructure purposes. 
 

During fiscal years 1985-2007, $18.3 billion of the total infrastructure program was approved by the appropriate 
governmental authorities.  The remaining $5.2 billion is required for fiscal years 2008-2012.  The $5.2 billion of such infrastructure 
costs is anticipated to be funded with proceeds of $1.8 billion from the anticipated issuance of new special tax obligation bonds, $63 
million in anticipated revenues, and $3.3 billion in anticipated federal funds. 
 

The aggregate of motor fuels taxes, motor vehicle receipts, motor vehicle related licenses, permits and fees, Oil Companies 
Tax Payments (as hereinafter defined), Sales Tax - DMV Payments (as hereinafter defined), motor vehicle related fines, penalties 
and other charges and other transportation related revenue sources, including enacted adjustments in all the foregoing sources, are 
intended to cover the cost of the State’s share of the Infrastructure Program, including debt service requirements.  After providing for 
debt service requirements on the Bonds, the balance of the receipts from such revenue sources may be applied to the payment of 
general obligation bonds of the State issued or previously authorized and to be issued for transportation purposes and for the 
payment of annually budgeted expenses of the Department, the Department of Motor Vehicles (the “DMV”), and the Department of 
Public Safety. 
 

The State has established the Special Transportation Fund for the purpose of budgeting and accounting for all transportation 
related taxes, fees and revenues credited to such Fund and securing the Bonds.  See “The Operations of the Special Transportation 
Fund.”  In addition, the State has established an Infrastructure Improvement Fund to account for the net proceeds of bonds and bond 
anticipation notes (the “Notes”) issued under public and special acts adopted annually by the General Assembly authorizing such 
obligations.  The 2009 Series 1 Bonds are neither payable from nor secured by the Infrastructure Improvement Fund. 

 
During the June 30, 2003 Special Session of the State General Assembly, the General Assembly enacted Public Act 03-1 

and Public Act 03-4 to implement certain recommendations of the State Transportation Strategy Board (the “TSB”) relative to the 
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financing of various transportation related projects and purposes.  Public Act 05-4 of the June 2005 Special Session (“Public Act 05-
4”) repealed and modified various provisions of Public Act 03-4 (as amended by Public Act 04-182) and provides that annually, the 
Department, in consultation with the Secretary of the Office of Policy and Management, the State Treasurer and the TSB, is required 
to prepare financing plans which are to provide for the annual funding and financing of those projects and purposes identified in 
such annual financing plans (the “TSB Projects and Purposes”) based upon funding available or anticipated to be available in the 
TSB projects account of the Special Transportation Fund (the “TSB projects account”). 

 
Public Act 05-4 also repealed the prior diversion of certain revenues which constituted Pledged Revenues (“Incremental 

Revenues”) which had been available to fund TSB Projects and Purposes by deposit into the TSB projects account and instituted 
transfers from the resources of the Special Transportation Fund to the TSB projects account of specific dollar amounts starting in 
fiscal year 2006 through fiscal year 2016 and thereafter.  At present, it is not anticipated that additional funding will be required to 
fund TSB Projects and Purposes. See “The Transportation Strategy Board.” 

 
For purposes of the discussions and descriptions in this Official Statement, the TSB Projects and Purposes shall be deemed 

to be part of the Infrastructure Program. 
 

NATURE OF OBLIGATION 
 
Legal Authority - State Bond Commission 
 

The State issues Bonds pursuant to the Act, the Indentures and special legislation enacted annually authorizing additional 
Bonds.  Under the terms and provisions of the Act, the State Bond Commission (established pursuant to Section 3-20 of the General 
Statutes of Connecticut, as amended) is empowered to authorize special tax obligation bonds of the State for transportation 
infrastructure projects and uses, subject to the annual legislative authorizations (the “Special Acts”).  The Act also authorizes the 
issuance of special tax obligation bonds to refund outstanding special tax obligation bonds and to refund certain general obligation 
bonds of the State issued for transportation purposes, and authorizes the execution of the Indentures as contracts of the State with the 
holders of the Bonds.  The Act expressly provides that holders of Bonds may sue the State upon such express contract in the 
Connecticut Superior Court for the Judicial District of Hartford. 

 
The State Bond Commission consists of the Governor, the Treasurer, the Comptroller, the Attorney General, the Secretary 

of the Office of Policy and Management, the Commissioner of the Department of Public Works of the State and the Co-chairpersons 
and the Ranking Minority Members of the Joint Standing Committee on Finance, Revenue and Bonding of the General Assembly.  
The Secretary of the Office of Policy and Management serves as secretary to the Commission.   

 
Source of Payment  

 
Special Transportation Fund 

 
The Bonds are special obligations of the State and are payable solely from the revenues of the State pledged therefor as 

provided in the Act (the “Pledged Revenues”) and other receipts, funds or moneys pledged therefor pursuant to the Act and the 
Indentures.  Pursuant to the Act and under the Indentures, all Pledged Revenues received or collected are promptly credited to the 
Special Transportation Fund established pursuant to Public Act 83-30 of the June 1983 Special Session of the General Assembly, as 
amended.  Pledged Revenues consist of taxes, fees, charges and other receipts, funds or moneys of the State credited to the Special 
Transportation Fund.  These include motor fuels taxes; motor vehicle receipts; motor vehicle related licenses, permits and fees; Oil 
Companies Tax Payments (as hereinafter defined), Sales Tax - DMV Payments (as hereinafter defined); motor vehicle related fines, 
penalties and other charges more particularly defined in the Act, including enacted adjustments in all of the foregoing sources; and 
certain transportation related federal revenues of the State credited to the Fund.  Other receipts, funds or moneys pledged under the 
Indentures include investment earnings and moneys in the funds and accounts established thereunder, subject to the application 
thereof as provided for in the Indentures. 

 
The Act further provides that the Treasurer shall apply the resources in the Special Transportation Fund first to pay or to 

provide for the payment of debt service requirements (the “Debt Service Requirements”) on Bonds or on Notes in such amount or 
amounts and in such manner as required by the Indentures and then to pay from the TSB projects account certain amounts identified 
in approved annual financing plans for TSB Projects and Purposes.  The Debt Service Account, the Note Repayment Account and 
the Reserve Account, which are accounted for as part of the Special Transportation Fund, are maintained and held in trust by the 
Trustee under the Indentures and are the accounts from which payments of Principal and Interest Requirements on Bonds, and 
Interest Requirements on Notes (as defined in the Indentures), will be paid.  The remaining resources of the Special Transportation 
Fund, pursuant to the proper appropriation thereof and subject to approval by the Governor of allotment thereof, are available for  (i) 
payment of the principal of and interest on general obligation bonds of the State issued for Transportation Purposes, as defined in the 
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Act, or any obligations refunding the same,  (ii) payment of State budget appropriations for the Department and the DMV and (iii) 
payment of State budget appropriations made to or for the Department of Public Safety as described in the Act.  

 
The Act provides that as part of the contract with bondholders, upon authorization of the issuance of Bonds, all amounts 

necessary for the punctual payment of Debt Service Requirements are deemed appropriated from the Pledged Revenues and the 
Treasurer is required to pay such principal and interest as the same shall accrue, but only from the Pledged Revenues and other 
receipts, funds or moneys pledged to repay Bonds.  In the opinion of Bond Counsel and Co-Bond Counsel, such amounts are validly 
deemed to be appropriated from such sources and such payment does not require further legislative approval. 

 
The Act also provides that the obligation of the State to pay the Debt Service Requirements, in addition, will be secured by: 

(i) a call upon the Pledged Revenues as they are received by the State and credited to the Special Transportation Fund (such a 
requirement whereby the Pledged Revenues are first applied to debt service is commonly referred to as a gross pledge); and (ii) a 
lien upon any and all amounts held to the credit of the Special Transportation Fund from time to time, provided such lien shall not 
extend to amounts credited to such Fund representing proceeds of (A) short term State notes or (B) transportation related federal 
revenues of the State.  The Act provides that any pledge made by the State shall be valid and binding from the time when the pledge 
is made, and that any revenues or other receipts, funds or moneys so pledged or thereafter received by the State shall be subject 
immediately to the lien of such pledge without any physical delivery thereof or further act.  In the opinion of Bond Counsel and Co-
Bond Counsel, the pledge in the Second Lien Indenture granting a second lien on Pledged Revenues and amounts held to the credit 
of the Special Transportation Fund and other receipts, funds, or moneys pledged in the Second Lien Indenture, in the manner and to 
the extent set forth therein, is valid and binding upon the State and against all parties having claims of any kind in tort, contract, or 
otherwise against the State (including holders of general obligation debt of the State). 

 
Effective October 1, 2003, Connecticut adopted changes to Article 9 of the Uniform Commercial Code concerning the 

creation and perfection of security interests in collateral created by the State or a governmental unit of the State.  This legislation 
exempts the applicability of Article 9 of the Uniform Commercial Code to pledges, liens and other security interests granted by the 
State to the extent that another state statute, such as the Act, expressly governs the creation, perfection, priority or enforcement of a 
security interest created by the State.  Accordingly, the most recent changes to Article 9 of the Uniform Commercial Code as adopted 
in Connecticut do not change the pledges, liens and security interests granted by the State to secure the Bonds, as described above. 

 
 Agreements of the State 

 
Pursuant to the Act and under the Indentures, the State has covenanted with the bondholders to impose, charge, raise, levy, 

collect and apply the Pledged Revenues and other receipts, funds or moneys pledged for the payment of Debt Service Requirements, 
in such amounts as may be necessary to pay the Debt Service Requirements in each year in which Bonds or Notes are outstanding.  
In addition, the State has covenanted that it will not limit, or otherwise alter, the rights or obligations of the appropriate officers of 
the State with respect to the application of the Pledged Revenues or to impose, maintain, charge or collect the taxes, fees, charges 
and other receipts constituting the Pledged Revenues as may be necessary to fulfill the terms of the proceedings authorizing the 
issuance of the Bonds, including the Pledged Revenue coverage requirement described below. 

 
The Second Lien Bonds are secured by a separate Reserve Account established under the Second Lien Indenture, and the 

Senior Bonds are secured by a separate Reserve Account established under the Senior Indenture.  The Senior Indenture Reserve 
Account is not available to pay debt service on Second Lien Bonds, and the Second Lien Indenture Reserve Account is not available 
to pay debt service on Senior Bonds.  Nevertheless, under the terms of the Indentures, the required funding for both Reserve 
Accounts is required to be determined in the aggregate pursuant to the definition of the “Debt Service Reserve Requirement” set 
forth in the Second Lien Indenture, which must be satisfied as a precondition to the issuance of any additional Senior Bonds or 
additional Second Lien Bonds, including the 2009 Series 1 Bonds.      

 
So long as Second Lien Bonds, including the 2009 Series 1 Bonds, are outstanding under the Second Lien Indenture, the 

State is obligated pursuant to the Second Lien Indenture to provide Pledged Revenues, in each fiscal year, after deducting payments 
out of Pledged Revenues for reserves required under the Indentures and computed as of the final business day of such fiscal year, in 
an amount equal to at least two (2) times the aggregate Principal and Interest Requirements on all Bonds and Notes outstanding in 
such fiscal year.  For this purpose, Principal and Interest Requirements on Senior Bonds and Senior Notes issued under the Senior 
Indenture are calculated differently from Principal and Interest Requirements on Second Lien Bonds and Second Lien Notes issued 
under the Second Lien Indenture.  See the sections below entitled “Summary of Certain Provisions of the Second Lien Indenture” 
and “Summary of Certain Provisions of the Senior Indenture.”  

 
In the event the State does not meet the foregoing coverage requirement, such a failure does not constitute an event of 

default under the Second Lien Indenture unless within one year after written notice from the Trustee of such failure, the State shall 
not enact legislation such that the conditions contained in the Second Lien Indenture would be satisfied if Additional Bonds were 
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then to be issued.  See the section below entitled  “Summary of Certain Provisions of Second Lien Indenture-Events of Default” for 
a more detailed description. 

 
In the opinion of Bond Counsel and Co-Bond Counsel, the foregoing covenants are valid and enforceable covenants of the 

State, except as enforceability thereof may be limited by insolvency, moratorium and other laws affecting creditors' rights generally 
heretofore or hereafter enacted and by law applicable to relief in equity and by the reserved police powers of the State; no opinion is 
expressed as to the availability of a right in equity to specific performance of any covenant requiring legislative action with respect 
to taxes not presently enacted when an adequate remedy at law for damages is available or another such limitation exists and is 
applied. 

 
Pursuant to the Act, the Indentures provide that the State may limit, modify, rescind, repeal or otherwise alter the character 

or amount of such Pledged Revenues or substitute like or different sources of taxes, fees, charges or other receipts as Pledged 
Revenues if, for the ensuing fiscal year of the State, the projected revenues meet or exceed the estimated expenses of the Special 
Transportation Fund, including accumulated deficits, if any, the Debt Service Requirements on the Bonds and Notes and such 
Pledged Revenue coverage requirement. 

 
The State does not presently have a constitutional restriction on its power of taxation other than that the State may not tax to 

provide funds for private purposes as distinguished from public purposes. 
 

 Flow of Funds under the Indentures 
 
All Pledged Revenues collected by the State or any officer thereof, along with other revenues of the State (such as sales tax 

revenues), are deposited in various bank accounts of the State throughout the State.  The Pledged Revenues will be credited to the 
Special Transportation Fund held by the State, and, as provided by the Senior Indenture, will be transferred monthly to the extent 
required to meet Debt Service Requirements (including any required deposits into the Senior Reserve Account) for the Senior Bonds 
and the Senior Notes as set forth in the Senior Indenture and as otherwise required to meet any other Senior Obligations. 

 
Thereafter, after satisfaction of the monthly payments required to meet Debt Service Requirements for the Senior Bonds 

and Senior Notes as set forth in the Senior Indenture and any other transfers required to meet any other Senior Obligations, the State 
shall withdraw from the moneys held by it to the credit of the Special Transportation Fund, and deposit to the credit of the following 
accounts or subaccounts held by the Trustee under the Second Lien Indenture for the benefit of the owners of Second Lien Bonds 
and Notes and other Second Lien Obligations, the following sums: 

 
(a)  to the credit of the Bond Service Sub-Account, Note Repayment Account and Redemption Sub-Account, respectively, such 

amounts thereof, if any (or the entire sum so withdrawn if less than the required amount, in which case such sum shall be allocated 
among the purposes set forth in this subparagraph on a pro rata basis), as, may be required (i) to pay Debt Service Requirements 
(other than Amortization Requirements) with respect to Second Lien Bonds, and any amounts owing under any Qualified Swap and 
any reimbursement agreement entered into with respect to a Credit Facility providing for payment of principal, purchase price or 
interest on Second Lien Bonds, (ii) to make the amount then held to the credit of the Note Repayment Account held for payment of 
interest equal to the unpaid interest payable on Second Lien Notes and interest payable pursuant to any reimbursement agreement 
entered into with respect to a Credit Facility providing for payment of the principal of Second Lien Notes, and (iii) to make the 
amount then held to the credit of the Redemption Sub-Account equal to the aggregate Amortization Requirements, if any; and  

 
(b)  to the credit of the Reserve Account for the Second Lien Bonds, from time to time, but at least monthly, out of any 

balance remaining after making the deposits under (a) above (or the entire balance if less than the required amount), the lesser of:  (i) 
the amount, if any, necessary to maintain such Reserve Account at the Second Lien Debt Service Reserve Requirement or (ii) one-
twelfth (1/12th) of the Second Lien Debt Service Reserve Requirement, or (iii) if a shortfall arises because of an increase in the 
Second Lien Debt Service Reserve Requirement arising out of a reestablishment of Principal and Interest Requirements in respect of 
a series of Second Lien Bonds bearing interest at a variable rate, one-twelfth of such increase. 

 
Unless an earlier time is specified in the supplemental indenture, any Credit Facility, reimbursement agreement or any 

Qualified Swap entered into with respect to a series of Second Lien Bonds, the deposits described under (a) above shall be made at 
the time such funds are required to be applied by the Trustee to the purposes specified.  No such earlier deposits will be made for the 
2009 Series 1 Bonds. 

 
Following the transfers described above for the benefit of the holders of any Senior Obligations or Second Lien 

Obligations, the Pledged Revenues of the Special Transportation Fund may be applied, subject to appropriation and allotment, to 
payment of the debt service on general obligation bonds of the State issued for transportation purposes and to the payment of State 
budget appropriations for the Department, the DMV and the Department of Public Safety.  

 



6 

If at any time any amounts required to be paid to the Trustee under the Senior Indenture have not been so paid, no payments 
shall be made from the Special Transportation Fund except with respect to Senior Bonds and Senior Notes, and the Trustee shall be 
entitled to notify the Treasurer that such amounts are accrued and unpaid, whereupon any Pledged Revenues received by the State 
and credited to the Special Transportation Fund are required by the Act and the Senior Indenture to be paid by the Treasurer 
forthwith to the Trustee, and shall not be diverted to any other purpose, until such accrued and unpaid amounts have been paid in 
full.   

 
The Indentures also provide that the State shall at all times do and perform all acts and things permitted by law and 

necessary to assure that the Pledged Revenues received by the State and credited to the Special Transportation Fund shall be applied 
first to the payment of Debt Service Requirements.  Such covenants provide, among other things, assurance that, if necessary, the 
State will implement procedures for immediate segregation, upon collection, of Pledged Revenues from other cash receipts of the 
State. 

 
Refunding Bonds 
 

Refunding Bonds are authorized under the Act and the Indentures to be issued by the State having equal rank and on a 
parity, respectively, with the Senior Bonds or the Second Lien Bonds, as the case may be, heretofore issued.  Refunding Bonds may 
be issued at any time and from time to time, in such amounts as the State Bond Commission may deem necessary for the purpose of 
refunding the principal of the Bonds to be refunded, any unpaid interest thereon to the date of redemption thereof, any premium 
necessary to be paid in connection therewith, and the costs and expenses of issuing such Refunding Bonds.  Refunding Bonds shall 
be issued under and pursuant to a supplemental indenture (or supplemental indentures).  The 2009 Series 1 Bonds are being issued as 
Refunding Bonds under the Act and the Second Lien Indenture. 

 
Additional Bonds 

 
Additional Bonds may be issued by the State under the Senior Indenture having equal rank and on a parity with the Senior 

Bonds heretofore issued for the Infrastructure Program.  Additional Bonds may also be issued by the State under the Second Lien 
Indenture having equal rank and on a parity with the Second Lien Bonds heretofore issued for the Infrastructure Program.  The 
Public and Special Acts provide for the issuance of Bonds for the Infrastructure Program in principal amounts not exceeding in the 
aggregate $8,806,652,104 of which $2,610,001,352 will be authorized and unissued after the issuance of the 2009 Series 1 Bonds.  
Of such $2,610,001,352 unissued amount, $1,417,522,242 has been authorized by the State Bond Commission.  As indicated above, 
the 2009 Series 1 Bonds are issued as Refunding Bonds and do not constitute Additional Bonds.  It is anticipated that Additional 
Bonds will be authorized by public and special acts annually in an amount necessary to finance the Infrastructure Program.   

 
Subject to such statutory authorization, issuance of Additional Bonds requires compliance with the conditions contained in 

the respective Indenture.  In addition, the Second Lien Indenture provides that the State may not issue Senior Bonds under the Senior 
Indenture unless such Senior Bonds could have been issued under the Second Lien Indenture.  The Second Lien Indenture provides 
that Additional Second Lien Bonds for the Infrastructure Program shall be issued under and pursuant to a supplemental indenture (or 
supplemental indentures) and subject to compliance with the following conditions (the “Additional Second Lien Bonds Test”): 

 
(1)  Pledged Revenues and other receipts, funds or moneys pledged under the Second Lien Indenture, after deducting, for 

the applicable period, payments out of such Pledged Revenues and other receipts, funds or moneys pledged thereunder for reserves 
required by the Senior Indenture or the Second Lien Indenture, actually paid into the Special Transportation Fund for any period of 
twelve (12) consecutive calendar months of the immediately preceding eighteen (18) calendar months were equal to at least two (2) 
times the aggregate Principal and Interest Requirements on Senior Bonds for all Senior Bonds outstanding, Principal and Interest 
Requirements on Second Lien Bonds and Interest Requirements on Second Lien Notes for such period; provided however, that this 
condition shall be deemed to be satisfied if such test is satisfied after adjusting such Pledged Revenues and other receipts, funds or 
moneys pledged thereunder only to reflect any increase(s) or decrease(s) in taxes, fees or charges enacted to be in effect at the time 
of issuance, and the Secretary of the Office of Policy and Management of the State shall deliver to the Trustee a certificate 
demonstrating such coverage; and 

 
(2)  Pledged Revenues and other receipts, funds or moneys pledged under the Second Lien Indenture, after deducting, for 

the applicable period, payments out of such Pledged Revenues and other receipts, funds or moneys pledged thereunder for reserves 
required by the Senior Indenture or the Second Lien Indenture, actually paid into the Special Transportation Fund for any period of 
twelve (12) consecutive calendar months of the immediately preceding eighteen (18) calendar months are equal to at least two (2) 
times the aggregate Principal and Interest Requirements on Senior Bonds, Principal and Interest Requirements on Second Lien 
Bonds and Interest Requirements on Second Lien Notes, with respect to all Senior Bonds, Second Lien Bonds and Second Lien 
Notes then outstanding and the Second Lien Bonds to be issued, for the current and each succeeding State fiscal year, after adjusting 
such Pledged Revenues and other receipts, funds or moneys pledged thereunder only to reflect any increase(s) or decrease(s) in 
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taxes, fees or charges enacted to be in effect for such current or such succeeding fiscal year, and the Secretary of the Office of Policy 
and Management of the State shall deliver to the Trustee a certificate demonstrating such coverage; and 

 
(3)  The State shall have received a letter from the accountant appointed by the State (i) substantially to the effect that in 

connection with their examination of the Special Transportation Fund pursuant to the Second Lien Indenture, nothing came to their 
attention that caused them to believe that the State was not then in compliance with the requirement of paragraph (1) above and (ii) 
reporting on the certificates delivered by the State pursuant to the requirement of paragraphs (1) and (2) above, without material 
qualification; and 

 
(4)  The State shall have determined that the principal amount of all Second Lien Bonds, including the Second Lien Bonds 

to be issued, will not exceed any limitation imposed by law and that upon such issue, the amount credited to the Second Lien 
Reserve Account will be not less than the Second Lien Debt Service Reserve Requirement. 

 
In addition, issuance of Additional Bonds under the Senior Indenture is conditioned upon the State having made all monthly 

payments to the Trustee required to be made under the Senior Indenture and having deposited in the Bond Service Sub-Account for 
the Senior Bonds an amount equal to one-twelfth of the Principal and Interest Requirements on such Additional Senior Bonds for the 
ensuing twelve months in which Senior Bonds are to be outstanding. 

 
Qualified Swaps 

 
The Second Lien Indenture contemplates that the State may, from time to time and for varying lengths of time, enter into 

interest rate swap agreements for the purpose of hedging against interest rate fluctuations arising from the issuance of Second Lien 
Bonds as variable rate obligations.  Such swap agreements typically provide for one party (e.g. the State) to make payments to a 
swap counterparty on a fixed interest rate basis, and for the swap counterparty to make reciprocal payments based on a variable 
interest rate basis.  If such a swap agreement constitutes a “Qualified Swap” under the terms of the Second Lien Indenture, then for 
purposes of the definition of “Principal and Interest Requirements of Bonds,” Bonds in respect of which the swap agreement exists 
are treated as bearing interest at the fixed rate paid by the State under the swap agreement, whether higher or lower than the rate of 
interest actually borne by the Second Lien Bonds.  In turn, the Debt Service Reserve Requirement, the pledged revenue coverage 
requirements and the conditions for issuance of additional Second Lien Bonds are based on such fixed rate. 

 
Obligations to the provider of a Qualified Swap are secured on a parity, except as described herein, with Second Lien Bonds by the 

lien of the Second Lien Indenture, including the Reserve Account, and the second call on Pledged Revenues.  Payments are made by the State 
to the Trustee as necessary to make payments under a Qualified Swap, which payments are deposited to the Bond Service Sub-Account of 
the Debt Service Fund and disbursed by the Trustee when required.  Payments by the provider of the Qualified Swap are made to the Trustee 
and deposited to the credit of the Bond Service Sub-Account. 

 
A “Qualified Swap” is defined in the Second Lien Indenture as any financial arrangement (i) entered into by the State with 

an entity that is a “Qualified Swap Provider” at the time the arrangement is entered into; (ii) with respect to which such entity is not 
then in default; (iii) which provides that the State shall pay to such entity an amount based on the interest accruing at a fixed rate (the 
“Swap Amount”) equal to all or part of the outstanding principal amount of a series of Second Lien Bonds issued hereunder, and that 
such entity shall pay to the State an amount based on the interest accruing on such principal amount at a variable rate of interest 
computed according to a formula set forth in such arrangements (which need not be the same as the actual rate of interest borne by 
the Second Lien Bonds), or that one shall pay to the other any net amounts due under such arrangement; and (iv) which has been 
designated in writing to the Trustee by an Authorized Officer as a Qualified Swap with respect to a series of Second Lien Bonds. 

 
Interest rate swap arrangements currently available typically provide for the variable rate component paid to the State to 

vary according to an index or rates available in specific markets (e.g., LIBOR).  This index or rate may not fluctuate in exactly the 
same manner as the rate on the series of Second Lien Bonds in respect of which a Qualified Swap is entered into, and to that extent 
Principal and Interest Requirements on Second Lien Bonds may not precisely reflect aggregate bond debt service and net swap 
payments/receipts required to be made/received by the State.  Arrangements made in respect to a Qualified Swap do not alter the 
State’s obligation to pay principal and interest on Second Lien Bonds from the sources available.  In addition, such swap 
arrangements typically provide for early termination in certain events, and such “termination events” could result in the State being 
required to make unanticipated termination payments.  Such payments, if due, may be substantial, are paid on the same basis as 
“Debt Service Requirements” in the Second Lien Indenture and are thereby secured by the pledge of the Second Lien Indenture but 
are not included within Principal and Interest Requirements on Second Lien Bonds.  The amount of any such liability arising out of 
such termination events would be determined by events existing at the time of termination (if such termination should occur) and 
cannot be predicted. 

 
It is anticipated that effective upon delivery of the 2009 Series 1 Bonds, the State will be a party to Qualified Swaps only as to the 

1990 Series 1 Bonds. 
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Bond Anticipation Notes and Subordinated Indebtedness 

 
Bond Anticipation Notes 
 
Pursuant to the Act and each Indenture, interest on Notes issued in accordance with the particular Indenture and in 

anticipation of the receipt of the proceeds of Additional Bonds is payable on a parity with principal and interest on Bonds issued 
under that Indenture.  The Second Lien Indenture provides that as long as Second Lien Bonds, such as the 2003 Series 1 and 2 
Bonds, are outstanding, the State shall not issue any Senior Notes. 

 
The Second Lien Indenture permits Second Lien Notes to be issued in anticipation of Senior Bonds and Second Lien 

Bonds, and provides that no Second Lien Notes shall be issued (i) unless the Senior Bonds or Second Lien Bonds in anticipation of 
which they are to be issued have been duly authorized in accordance with the Act and the Second Lien Indenture, and (ii) if the 
aggregate principal amount of all Second Lien Notes then outstanding and to be issued under the Second Lien Indenture exceeds 
$50,000,000, unless, as of the date of issuance of such Second Lien Notes, the State could have issued under the terms of the Second 
Lien Indenture an equivalent aggregate principal amount of serial Second Lien Bonds, maturing in equal annual installments of 
principal and interest, the last installment of which shall mature not later than thirty years after such date, and bearing interest at such 
rate as the State shall determine in its best judgment to be equivalent to the average interest rate which would have been paid had 
such Second Lien Bonds been issued at such time. 

 
Second Lien Notes shall be special obligations of the State payable solely from the proceeds of Bonds issued under the 

particular Indenture and, to the extent provided in the Second Lien Indenture or deemed necessary or desirable by the State, from the 
Special Transportation Fund. 

 
The Second Lien Indenture provides that any obligation of the State to pay the unrefunded principal of Second Lien Notes, 

including for this purpose any obligation of the State under a reimbursement agreement entered into in connection with a credit 
facility providing for payment of the unrefunded principal of Second Lien Notes, shall be subordinate to any obligation of the State 
to pay the principal and interest with respect to the Senior Bonds or Second Lien Bonds or interest with respect to Second Lien 
Notes. 

 
Subordinated Indebtedness 
 
Nothing in either Indenture prohibits the State (i) from issuing other indebtedness for any use or purpose of the State 

payable as to principal and interest from the Special Transportation Fund subject and subordinate to the deposits and credits required 
to be made to the separate Note Repayment Account and Debt Service Account for the Senior Bonds and the separate Note 
Repayment Account and Debt Service Account for the Second Lien Bonds, or (ii) from securing other indebtedness and the payment 
thereof by a call upon the Pledged Revenues and a lien on and pledge of the Special Transportation Fund junior and inferior to the 
call on the Pledged Revenues and to the lien on and pledge of the Special Transportation Fund created in the respective Indenture for 
the payment and security of the Senior Bonds and the Second Lien Bonds, respectively. 

 
State General Taxing Power Not Pledged 

 
Pursuant to the Act, the Bonds shall be special obligations of the State and shall not be payable from nor charged upon any 

funds other than the Pledged Revenues or other receipts, funds or moneys pledged therefor as provided in the Act, nor shall the State 
or any political subdivision thereof be subject to any liability thereon, except to the extent of the Pledged Revenues and such other 
receipts, funds or moneys pledged therefor.  The issuance of Bonds under the Act and Indentures shall not directly or indirectly or 
contingently obligate the State or any political subdivision thereof to levy or to pledge any form of taxation whatever therefor 
(except for taxes included in the Pledged Revenues), or to make any additional appropriation for their payment.  The Bonds shall not 
constitute a charge, lien or encumbrance, legal or equitable, upon any property of the State or of any political subdivision thereof, 
other than the Pledged Revenues and other receipts, funds or moneys pledged therefor.  The Bonds shall not be subject to any 
statutory limitation on the indebtedness of the State and, when issued, shall not be included in computing the aggregate indebtedness 
of the State with respect to and to the extent of any such limitation. 
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THE 2009 SERIES 1 BONDS 

 
Purpose of the 2009 Series 1 Bonds  
  

The Public and Special Acts currently provide for the issuance of $8,806,652,104 in special tax obligation bonds, in one or 
more series, to fund, together with anticipated federal grants, a portion of the costs of various purposes of the Infrastructure Program.  
The 2009 Series 1 Bonds are issued as refunding bonds and not under the authorized but unissued balance for Bonds of 
$1,417,522,242 currently remaining pursuant to the Public and Special Acts and authorization by the State Bond Commission.   It is 
expected that in each year special legislation will empower the State Bond Commission to authorize additional special tax obligation 
bonds to finance the Infrastructure Program. 

 
On February 29, 2008, the State Bond Commission authorized the issuance and sale by the Treasurer of the 2009 Series 1 

Bonds to refund certain Bonds, including the 2003 Series 1 and 2 Bonds, as well as the execution of the Fifth Supplemental 
Indenture by the Governor, the Treasurer, and the Comptroller, the Official Statement, a Continuing Disclosure Agreement and a 
Certificate of Determination executed by the Treasurer and filed with the Secretary of the State Bond Commission.  

 
Description of the 2009 Series 1 Bonds 
 

The 2009 Series 1 Bonds will be dated the date of delivery and will bear interest at the rates and mature on the dates and in 
the amounts set forth on the inside cover page of this Official Statement.  Interest on the 2009 Series 1 Bonds is payable on February 
1 and August 1 of each year, commencing August 1, 2009.  The 2009 Series 1 Bonds are issuable as fully registered bonds in the 
denomination of $5,000 or any integral multiple thereof. 

 
Principal of and interest on the 2009 Series 1 Bonds will be paid directly to The Depository Trust Company (“DTC”) by 

U.S. Bank National Association, the Trustee under the Senior Indenture, as Paying Agent so long as DTC or its nominee, Cede & 
Co., is the Bondowner.  (See “Book-Entry-Only System” herein.) 

 
Optional Redemption 
 

The 2009 Series 1 Bonds maturing on or after February 1, 2020 will be subject to redemption, at the election of the 
Treasurer, on or after February 1, 2019 at any time, in whole or in part and by lot within maturity, in such amounts as the Treasurer 
may determine, at the respective redemption prices (expressed as percentages of the principal amounts of the bonds to be redeemed) 
set forth in the following table, together with interest accrued and unpaid to the redemption date: 

 
        Redemption Period  Redemption Price 

February 1, 2019 and thereafter   100% 
 
Notice of Redemption 
 

Notice of redemption shall be mailed not less than thirty (30) nor more than sixty (60) days prior to the redemption date, by 
registered mail, to the registered owner of such 2009 Series 1 Bonds at the address as it appears on the books of registry or at such 
address as such owner may have filed with the registrar for that purpose.  So long as Cede & Co., as nominee of DTC, is the 
registered owner of the 2009 Series 1 Bonds, all notices of redemption will be sent only to DTC, and delivery of such notices of 
redemption to DTC’s Participants and Indirect Participants and Beneficial Owners of 2009 Series 1 Bonds will be governed by the 
customary practices and procedures of DTC and said Participants and Indirect Participants.  2009 Series 1 Bonds called for 
redemption shall, on the redemption date designated in the notice of redemption, become due and payable only if moneys for the 
payment of such 2009 Series 1 Bonds called for redemption together with the applicable redemption premium, if any, and the 
interest to accrue to the redemption date on such 2009 Series 1 Bonds are held for the purpose of payment by the Trustee or Paying 
Agent. 
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Plan of Refunding  
 

The 2009 Series 1 Bonds are being issued to refund the following maturities and principal amounts of outstanding Second 
Lien Bonds on the date and at the redemption prices set forth below (the “Refunded Bonds”): 
 

       

Series Maturity Date 
Principal 
Amount 

Interest 
Rate Call Date Call Price CUSIP 

2003 Series 1 2/1/2022 $212,105,000 Variable 1/29/2009 100% 2077575B7 
2003 Series 2 

 
2/1/2022 

 
$194,180,000 Variable 

 
1/29/2009 

 
100% 

 
2077575C5 

 
 

As part of the Plan of Refunding it is anticipated that the Qualified Swaps on the 2003 Series 1 and 2 Bonds will be 
terminated. 
  
Sources and Uses of Funds 
  

The proceeds to be derived from the sale of the 2009 Series 1 Bonds are estimated to be applied as follows: 
 
 Sources  
 Principal Amount of 2009 Series 1 Bonds ............................................................. $415,035,000 
 Original Issue Premium   ....................................................................................... $  35,191,791 
  Total ................................................................................................................. $450,226,791 
 
 Uses 
 Redemption of the Refunded Bonds ...................................................................... $406,285,000 
 Qualified Swaps Termination Payments ................................................................ $  41,186,742 
 Costs of Issuance ................................................................................................... $       552,774 
 Underwriters’ Discount ......................................................................................... $    2,202,275  
  Total ............................................................................................................... $450,226,791 
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BOOK-ENTRY-ONLY SYSTEM 
 
The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the 2009 Series 1 Bonds. The 2009 
Series 1 Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or 
such other name as may be requested by an authorized representative of DTC. One or more fully-registered 2009 Series 1 Bond 
certificates will be issued for each maturity of the 2009 Series 1 Bonds in the aggregate principal amount of such maturity, and will 
be deposited with DTC.   
 

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York Banking Law, a 
“banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing 
corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the 
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million 
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 100 
countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among 
Direct Participants of sales and other securities transactions in deposited securities, through electronic computerized book-entry 
transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities 
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing 
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation 
(“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing 
Corporation, all of which are registered clearing agencies.  DTCC is owned by the users of its regulated subsidiaries.  Access to the 
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and 
clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly 
(“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on file 
with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com. 
 

Purchases of 2009 Series 1 Bonds under the DTC system must be made by or through Direct Participants, which will 
receive a credit for the 2009 Series 1 Bonds on DTC’s records. The ownership interest of each actual purchaser of each 2009 Series 
1 Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not 
receive written confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive written 
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect 
Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the 2009 Series 1 
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial 
Owners. Beneficial Owners will not receive certificates representing their ownership interests in 2009 Series 1 Bonds, except in the 
event that use of the book-entry system for the 2009 Series 1 Bonds is discontinued. 
 

To facilitate subsequent transfers, all 2009 Series 1 Bonds deposited by Direct Participants with DTC are registered in the 
name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC. 
The deposit of 2009 Series 1 Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not 
effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the 2009 Series 1 Bonds; 
DTC’s records reflect only the identity of the Direct Participants to whose accounts such 2009 Series 1 Bonds are credited, which 
may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of their 
holdings on behalf of their customers. 
 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect 
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements among 
them, subject to any statutory or regulatory requirements as may be in effect from time to time.  
 
 Redemption notices shall be sent to DTC.  If less than all of the 2009 Series 1 Bonds within an issue are being redeemed, 
DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.  
 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the 2009 Series 1 Bonds 
unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures, DTC mails an 
Omnibus Proxy to the State as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting 
rights to those Direct Participants to whose accounts 2009 Series 1 Bonds are credited on the record date (identified in a listing 
attached to the Omnibus Proxy). 
 

Principal, premium, if any, and interest payments on the 2009 Series 1 Bonds will be made to Cede & Co., or such other 
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon 
DTC’s receipt of funds and corresponding detail information from the State or the Trustee, on the payable date in accordance with 
their respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing 
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instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in 
“street name,” and will be the responsibility of such Participant and not of DTC , the State or the Trustee, subject to any statutory or 
regulatory requirements as may be in effect from time to time. Payment of principal, premium, if any, and interest to Cede & Co. (or 
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the State or the Trustee, 
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the 
Beneficial Owners will be the responsibility of Direct and Indirect Participants. 
 

DTC may discontinue providing its services as depository with respect to the 2009 Series 1 Bonds at any time by giving 
reasonable notice to the State or the Trustee. Under such circumstances, in the event that a successor depository is not obtained, 
bond certificates are required to be printed and delivered. 
 

The State may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securities 
depository). In that event, bond certificates will be printed and delivered. 
 

The information in this section concerning DTC and DTC’s book-entry system has been obtained from DTC.  Neither the 
State, the Trustee nor any Underwriter has any responsibility or obligation to DTC’s Direct Participants or Indirect Participants or 
Beneficial Owners with respect to (1) the accuracy of any records maintained by DTC or its Direct Participants or Indirect 
Participants, (2) the payments by DTC or its Direct Participants or Indirect Participants with respect to the principal of or premium, 
if any, or interest on the 2009 Series 1 Bonds, (3) any notice which is permitted or required to be given to Bondowners, (4) any 
consent given by DTC or other action taken by DTC on behalf of Cede & Co. as Bondowner or (5) the selection by DTC or any of 
its Direct Participants or any Indirect Participants or any Beneficial Owners to receive payment in the event of a partial redemption 
of the 2009 Series 1 Bonds. 
 
 For so long as Cede & Co. is the registered owner of the 2009 Series 1 Bonds, all references herein to the Bondowner or 
owners of the 2009 Series 1 Bonds shall mean Cede & Co. and shall not mean any Beneficial Owner or Beneficial Owners of the 
2009 Series 1 Bonds nor any Direct Participant or Indirect Participant, unless specific exception has been expressed herein. 
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TOTAL BONDS OUTSTANDING  
 

The following table sets forth all Bonds outstanding as of the date of delivery of the 2009 Series 1 Bonds. 
     
  

Series 

Amount 
Originally 

Issued 
Original Issuance 

Amount Outstanding Dated Date True Interest Cost
Senior Bonds:     
   1990 Series A (1) $250,000,000 $43,985,000 May 15, 1990 7.155% 
   1991 Series B (1) 266,000,000   77,655,000 September 15, 1991 6.553% 
   1992 Series B (1) 275,000,000   82,860,000 September 1, 1992 6.056% 
   1996 Series C (Refunding)(2) 79,795,000   23,940,000 October 1, 1996 5.246% 
   1998 Series A (Refunding)(2) 197,500,000 175,440,000 April 15, 1998 4.831% 
   1998 Series B (1) 225,000,000   62,925,000 September 15, 1998 4.686% 
   1999 Series A (1)         150,000,000   19,735,000 November 15, 1999 5.461% 
   2000 Series A (1)         125,000,000   43,110,000 July 15, 2000 5.042% 
   2001 Series A (1)         175,000,000   39,205,000 September 15, 2001 4.706% 
   2001 Series B (Refunding)(2)         533,335,000 270,125,000 September 15, 2001 4.086% 
   2002 Series A (1)         112,000,000   55,145,000 May 1, 2002 4.741% 
   2002 Series B (1)         215,000,000 133,250,000 November 1, 2002 4.230% 
   2003 Series A (Refunding)(2)         338,610,000   58,290,000 July 1, 2003 2.134% 
   2003 Series B         200,000,000 163,840,000 November 15, 2003 4.221% 
   2004 Series A         200,000,000 174,170,000 November 15, 2004 4.159% 
   2004 Series B (Refunding)(2)           89,725,000   89,725,000 November 15, 2004 3.852% 
   2005 Series A         250,000,000 227,105,000 December 15, 2005 4.326% 
   2007 Series A 250,000,000 242,020,000 October 25, 2007 4.342% 
   2008 Series A 300,000,000 300,000,000 December 10, 2008 4.762% 

SENIOR BONDS SUB-TOTAL    $2,282,525,000   
     
Second Lien Bonds:     
   1990 Series 1 $250,000,000       $  43,000,000 December 19, 1990 Variable(3) 
   2008 Series 1 (Refunding)(2) 97,690,000   97,690,000 October 1, 2008 3.555% 
   2009 Series 1 (Refunding)(2) 415,035,000 415,035,000 January 29, 2009    4.854%(4) 

SECOND LIEN BONDS SUB-TOTAL       $555,725,000 
 

    
TOTAL BONDS OUTSTANDING 
 

   $2,838,250,000 
   

 
      
(1) Certain maturities of Bonds in this series have been refunded or defeased. 
(2) Refunding Bonds do not constitute Additional Bonds.  
(3) The State entered into Qualified Swaps (see definition in Summary of Certain Provision of the Second Lien Indenture) at the time the 1990 Series 1 were 

delivered.  Principal and Interest Requirements on the 1990 Series 1 Bonds are calculated based on the fixed interest rates payable by the State in connection 
with the Qualified Swaps.   

(4) Includes costs of terminating the Qualified Swaps on the 2003 Series 1 and 2003 Series 2 Bonds. 
 
SOURCE: Office of the State Treasurer 
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DEBT SERVICE ON OUTSTANDING BONDS  

 
The following schedule sets forth the debt service payments to be made in each State fiscal year on the $2,838,250,000 Bonds issued 
and outstanding as of the date of delivery of the 2009 Series 1 Bonds, excluding principal and interest on previously refunded 
Bonds. The anticipated issuance of Additional Bonds to finance the Infrastructure Program for State fiscal years 2010 - 2012 is 
reflected in Tables 7 and 8. 

 
Fiscal Year  Outstanding Senior Bonds(a)  Outstanding Second Lien Bonds(a)(b)  2009 Series 1 Bonds  

Ending 
June 30th 

  
Principal 

 
Interest 

 
Subtotal(c) 

  
Principal 

 
Interest 

 
Subtotal(c) 

 
Principal 

 
Interest 

 
Subtotal(c) 

Total Debt
Service(c)

              

     2009(d)       $21,235,000    $33,417,364       $54,652,364       $       -         $2,297,513 $2,297,513 $        - $       - $      -  $  56,949,876 

           2010       261,910,000    108,121,614       370,031,614   20,800,000 5,680,402 26,480,402   2,605,000 18,798,107 21,403,107  417,915,122 

2011       230,880,000      94,940,546       325,820,546   22,200,000 4,448,206 26,648,206   2,790,000 18,616,100 21,406,100  373,874,852 

2012       230,005,000      83,105,591       313,110,591   5,740,000 3,812,050 9,552,050   3,340,000 18,532,400 21,872,400  344,535,041 

2013       234,495,000      70,819,182       305,314,182   13,250,000 3,639,850 16,889,850 23,990,000 18,432,200 42,422,200  364,626,232 

2014       162,340,000      60,418,409       222,758,409   7,590,000 3,221,350 10,811,350 54,165,000 17,527,450 71,692,450  305,262,209 

2015       123,390,000      53,196,244       176,586,244   25,400,000 2,943,675 28,343,675 39,460,000 15,169,825 54,629,825  259,559,744 

2016         93,230,000      47,809,821       141,039,821   5,775,000 1,905,063 7,680,063 71,255,000 13,440,838 84,695,838  233,415,722 

2017         75,150,000      43,680,326       118,830,326   8,885,000 1,666,538 10,551,538 62,025,000 10,032,038 72,057,038  201,438,901 

2018         78,280,000      40,051,319       118,331,319   23,970,000 1,295,438 25,265,438 38,705,000   7,066,175 45,771,175  189,367,932 

2019         87,865,000      36,065,420       123,930,420   - 285,444 285,444 48,870,000   5,181,925 54,051,925  178,267,789 

2020         86,925,000      31,812,393       118,737,393   - 285,444 285,444 36,950,000   2,753,450 39,703,450  158,726,287 

2021         91,770,000      27,464,948       119,234,948   5,285,000 285,444 5,570,444 27,320,000   1,312,400 28,632,400  153,437,792 

2022         96,415,000      22,825,528       119,240,528   1,795,000 74,044 1,869,044   3,560,000      151,300  3,711,300  124,820,872 

2023       101,290,000      17,941,466       119,231,466   - - -  - - -  119,231,466 

2024         80,340,000      13,457,388         93,797,388   - - -  - - -  93,797,388 

2025         68,690,000       9,471,375         78,161,375   - - -  - - -  78,161,375 

2026         55,960,000       6,462,238         62,422,238   - - -  - - -  62,422,238 

2027         38,725,000       4,142,938         42,867,938   - - -  - - -  42,867,938 

2028         40,700,000       2,160,656         42,860,656   - - -  - - -  42,860,656 

2029         22,930,000          573,250         23,503,250   - - -  - - -  23,503,250 

Total(d)  $2,282,525,000 $807,938,017 $3,090,463,017  $140,690,000 $31,840,460 $172,530,460 $415,035,000  $147,014,207  $562,049,207  
 

$3,825,042,683

__________________ 
    (a) Outstanding Senior and Second Lien Bonds as of the date of delivery of the 2009 Series 1 Bonds (debt service on refunded bonds is not included). 
    (b) The State entered into Qualified Swaps at the time the 1990 Series 1 Bonds were delivered.  Principal and Interest Requirements on the 1990 Series 1 Bonds are 

calculated based on the fixed interest rates payable by the State in connection with the Qualified Swaps. 
    (c) Principal and Interest may not add to Totals due to rounding.         
    (d) Reflects principal and interest payments on all Outstanding Bonds as of  the date of delivery of the 2009 Series 1 Bonds to the end of the current fiscal year. 
         
SOURCE: Office of the State Treasurer 
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THE OPERATIONS OF THE SPECIAL TRANSPORTATION FUND  

 
Introduction  
 

Pledged Revenues, which are credited to the Special Transportation Fund, consist of (i) the Motor Fuels Tax (which 
includes the gasoline tax and the special fuels tax, which formerly were levied as separate taxes, and the motor carrier road tax); (ii) 
Motor Vehicle Receipts (e.g., fee for registration of motor vehicles); (iii) License, Permit and Fee (“LPF”) Revenue (e.g., fee for 
license to sell or repair motor vehicles); (iv) specific amounts of the Petroleum Products Gross Earnings Tax beginning in fiscal year 
1998-99 (such tax is commonly, and hereinafter, referred to as the “Oil Companies Tax” and such payments are hereinafter referred 
to as the “Oil Companies Tax Payments.”  See “Oil Companies Tax Payments” for a more detailed discussion); (v) specific amounts 
of the tax imposed on casual sales of motor vehicles, vessels, snowmobiles and aircraft pursuant to Section 12-431 of the 
Connecticut General Statutes attributable to motor vehicles beginning for the fiscal year ending June 30, 2000 and all of such tax for 
the fiscal year beginning July 1, 2000 (such tax hereinafter referred to as the “Sales Tax - DMV” and such payments are hereinafter 
referred to as the “Sales Tax - DMV Payments.”  See “Sales Tax - DMV Payments” for a more detailed discussion); (vi) moneys 
formerly received by the State from the Federal Transit Administration (“FTA”), pursuant to Section 9 of the Urban Mass 
Transportation Act of 1964 (the lien which secures payment of the Bonds does not extend to these transportation related federal 
revenues until such revenues are credited to the Special Transportation Fund and are available for payment of debt service on Bonds 
and Notes and program expenses); and (vii) other receipts, funds, and moneys credited to the Special Transportation Fund.  See 
“Description of Revenue Sources of the Special Transportation Fund” for a more detailed discussion of these revenues.  Other 
receipts, funds or moneys pledged under the Indentures include investment earnings and moneys in the funds and accounts 
established thereunder, subject to the application thereof as permitted by the Indentures. 
 

The following table displays a five-year history of collections, as well as the projected collections, which include the tax, 
fee and charge adjustments enacted as shown on Table 2, for Motor Fuels Tax, Motor Vehicle Receipts and LPF Revenue: 
 
 

TABLE 1  
Historical Collections 

(In Millions $) 
 

Fiscal Year 
Ending June 30  

Motor Fuels 
Tax  

Motor Vehicle 
Receipts  

LPF 
Revenue 

2003…….  458.0  204.8  136.6 
2004….....  464.5  219.2  155.1 
2005…….  483.8  233.9  155.1 
2006…….  480.9  227.3  160.4 

    2007……         478.3  224.7  170.5 
 

Projected Collections at Current Rates 
(In Millions $) 

       
Fiscal Year  

Ending June 30  
Motor Fuels 

Tax  
Motor Vehicle 

Receipts  
LPF 

Revenue 
2008(a)…...  495.1  225.5  153.8 
2009……..  499.7  229.3  155.8 
2010……..  499.7  233.2  157.4 
2011……..  494.7  237.1  159.0 
2012……..  499.7  241.6  160.6 

___________________________ 
(a) As estimated per  the Comptroller’s monthly report of September 2, 2008 for the period ending June 30, 2008. 
 
SOURCE:  Office of Policy and Management 
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All Pledged Revenues, as collected by the State or any officer thereof, along with all other revenues of the State (such as 
sales tax revenues), are deposited in bank accounts maintained by the State in several banks throughout the State.  The Pledged 
Revenues are promptly identified and credited to the Special Transportation Fund. 
 

The Special Transportation Fund utilizes the following basis of accounting for budgetary purposes:  the Motor Fuels Tax 
and the Oil Companies Tax Payments are recorded as revenue under the modified accrual method of accounting; Motor Vehicle 
Receipts, LPF Revenue, Sales Tax - DMV Payments and moneys received from FTA grants are recorded as revenue when received 
by the State; and interest income from investments held by the Trustee is recorded under the accrual method.  Expenditures of the 
Special Transportation Fund are recorded when the obligation is paid.  The foregoing basis of accounting is consistent with that 
utilized by other funds of the State. 
 

Motor Vehicle Receipts and LPF Revenue received throughout the year as collections are dependent upon transactions, 
such as car registrations and new license requests.  Distributors are required to pay the Motor Fuels Tax, however, on the twenty-
fifth calendar day of each month (on the basis of gallons of fuel used or sold during the preceding month), thus providing a constant 
monthly stream of revenues to be credited to the Special Transportation Fund. 
 
Discussion of Projected Pledged Revenues 
 

The projections of Pledged Revenues provided herein reflect the adjusted taxes, fees and charges which have been enacted 
by the General Assembly and which have or will become effective during State fiscal years 2003-2012.  The following table 
summarizes the tax, fee and charge adjustments in three categories of revenues which have been or will be credited to the Special 
Transportation Fund: 

 
TABLE 2 

Summary of Enacted Tax and Fee Adjustments 

 
 Fiscal Year Ending June 30(a) 
 2003 2004 2005 2006 2007 2008 2009 2010 2011  2012  
Motor Fuels Tax (adj. per gallon)(b)(c).. 0¢ 0¢ 0¢ 0¢ 0¢ 0¢ 0¢ 0¢ 0¢ 0¢  
Motor Vehicle Receipts ($ increase)(d) 3.3 11.3 9.4 0 0 0 0 0 0 0  
LPF Revenue ($ increase)(d)………… 0   7.3 6.4 0 0 0 0 0 0 0  
___________________________ 
(a) Except as noted in footnote (b), each tax, fee or charge adjustment were effective on the first day (July 1) of each fiscal year. 
(b) The Motor Fuels Tax on diesel fuels was increased from 18¢ to 26¢ effective on August 1, 2002.  The Motor Fuels Tax on gasohol was increased from 24¢ to 

25¢ effective on July 1, 2004. 
(c) The Motor Fuels Tax on diesel fuels was increased from 26¢ to 37¢ effective on July 1, 2007.  On and after July 1, 2008, the motor fuels tax on diesel fuels will 

be determined by the Commissioner of Revenue Services pursuant to Public Act 07-1, section 136 of the June Special Session.  The motor fuels tax on diesel 
fuels effective July 1, 2008 is 43.4¢. 

(d) Includes (i) changes in driver's license from 4-year to 6-years effective 7/1/01; (ii) increases in various permits, registration and license fees, effective on 1/1/04 
and 7/1/04.  

 
SOURCE:  Office of Policy and Management 
 
 

In making the projections of the Motor Fuels Tax provided herein for fiscal years 2008-2012 (the “Projection Period”), the State 
considered a variety of sources of economic data, including economic forecasts prepared by the State and outside economic 
forecasting services.  The projections of the Motor Fuels Tax are based on estimates of a variety of economic variables for the State 
and the nation as a whole, including real disposable income, employment and size of the fleet of commercial and passenger vehicles. 
 

Other important variables used to determine the projections of the Motor Fuels Tax include the anticipated price of motor fuels, 
the fuel efficiency of commercial and passenger vehicle fleets, and economic activity as expressed by the United States index of 
industrial production.   
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The Motor Fuels Tax Receipts are projected to decline by 3.0% for fiscal year 2009 and remain unchanged for fiscal year 
2010, and grow by 1.0% for fiscal years 2011 and 2012.  Motor Vehicle Receipts are projected to grow at 1.7% in fiscal years 2009-
2012.  LPF revenue is projected to grow at 0.8% in fiscal year 2009 and grow by 1.0% in fiscal years 2010-2012.  Interest Income is 
projected as set forth in footnote (f) to Table 3. 
 

While the State believes that the assumptions which underlie its projections are appropriate, actual achievement of amounts 
projected may be affected by less favorable economic conditions than those assumed, and is dependent upon the occurrence of future 
events.  For example, political unrest or war and natural disasters in oil producing and refining regions could substantially reduce 
petroleum and motor fuels supplies and increase prices.  Increased worldwide demand for petroleum and motor fuel may also 
increase prices.  Thus, actual results achieved may vary from the projections and such variations may be materially adverse.  The 
accompanying projected financial information from 2008-2012 was prepared by the State and was not prepared with a view toward 
compliance with the published guidelines of the American Institute of Certified Public Accountants for the preparation and 
presentation of prospective financial information (the AICPA Audit and Accounting Guide for Prospective Financial Information).  
The prospective financial information is based on assumptions which the State believes to be reasonable; however, there is no 
assurance that the prospective financial information will prove to be accurate.  There will usually be differences between forecasted 
or projected results and actual results, and those differences may be material.  Neither the Special Transportation Fund’s independent 
auditors, nor any other independent accountants, have compiled or examined the prospective financial information.  As such, no 
opinion or any other form of assurance has been expressed thereon and no responsibility for such prospective financial information 
has been assumed by the Special Transportation Fund’s independent auditors. 
 

Historical collections, enacted tax, fee and charge adjustments and economic projections provide the basis for the 
projections of the major categories of Pledged Revenues that are to be credited to the Special Transportation Fund.  The following 
table summarizes the level of revenue that each category of Pledged Revenues and other receipts is projected to produce through 
State fiscal year 2012 based upon enacted rates. 
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TABLE 3 
Projected Pledged Revenues for the Special Transportation Fund 

(In Millions $) 

___________________ 
(a)    As estimated per the Comptroller’s report of September 2, 2008 for the period ending June 30, 2008.  
(b)    The Motor Fuels Tax on diesel fuels was increased from 26 cents to 37 cents effective on July 1, 2007. On and after July 1, 2008, the motor fuels tax on diesel fuels will be 
determined by the Commissioner of Revenue Services pursuant to Public Act 07-1, section 136 of the June Special Session.  The motor fuels tax on diesel fuels effective July 1, 
2008 is 43.4¢. 
(c)   Pursuant to C.G.S. 13b-61b, the Commissioner of Motor Vehicles shall deposit all funds from the tax imposed under Section 12-431 of the General Statutes attributable to 
motor vehicles to the Special Transportation Fund.   
(d)    C.G.S. 13b-61a specifies the amount of tax collected on Gross Earnings from the sale of petroleum products attributable to  the sale of motor vehicle fuel to be transferred 
annually to the Special Transportation Fund. Section 36 of Public Act 03-02 suspended the $20 million scheduled for transfer to the Special Transportation Fund in fiscal 2003.  
In addition, Section 65 of Public Act 03-01 of the June 30 Special Session reduced the transfer from $21 million to $10.5 million in fiscal 2004 and from $21 million to $13 
million in fiscal 2005.  In section 41 of Public Act 05-4 of the June Special Session the scheduled transfers were increased to $43.5 million in fiscal 2006, $61 million in fiscal 
2007, $84 million in fiscal 2008 and $100.9 million annually in fiscal years 2009 through 2013.  Beginning in fiscal 2014, the annual transfer will be $119.4 million. PA 06-136, 
section 15, increased the previous scheduled transfers to $141.0 million in fiscal 2007, $164.0 million in fiscal 2008, $180.9 million in fiscal years 2009 and 2010, $200.9 
million in fiscal years 2011, 2012, and 2013. Beginning in fiscal 2014 the annual transfer will be $219.4 million. Section 138 of PA 07-1 of the June Special Session reduced the 
previously scheduled transfers to $127.8 million in fiscal 2008, $141.9 million in fiscal 2009 and fiscal 2010, $165.3 million in fiscal years 2011, 2012, and 2013. Beginning in 
fiscal 2014, the annual transfer will be $179.2 million. 
(e) The state does not expect to receive any further annual FTA grants due to actions at the federal level.  The lien which secures payment of the Bonds did not extend to these 
transportation-related federal revenues, formerly approximately $3.0 million to $3.3 million each year, until such revenues were credited to the Special Transportation Fund. See 
Description of Revenue Sources of the Special Transportation Fund-Other Revenues.” 
(f) Amounts recorded as interest represent (i) expected investment earnings on the following amounts: (A) Bond proceeds held in the Infrastructure Improvement Fund and 
not applied for program costs or temporarily utilized for other State purposes, (B) amounts expected to be held by the Trustee in the Debt Service Account under the Senior 
Indenture and the trustee in the Debt Service Account under the Second Lien Indenture, and (C) balances in the Special Transportation Fund plus (ii) expected investment 
earnings on amounts held in the Reserve Account under the Senior Indenture and the Reserve Account under the Second Lien Indenture, plus (iii) accrued interest expected to be 
received upon the delivery of each series of Bonds. 
(g) C.G.S. 12-460a specifies the annual transfer to the state’s Conservation Fund.  Section 118 of Public Act 03-01 of the June 30 Special Session directed that the transfer to 
the state’s Conservation Fund be $2 million for fiscal 2004 and fiscal 2005.   Pursuant to C.G.S. 14-164m effective 7/1/01, an additional $6.5 million will be transferred annually 
from the Special Transportation Fund to the Emission Enterprise Fund. Section 27 of Public Act 05-3 of the June Special Session reduced the transfer to the Emission Enterprise 
Fund by $4.9 million in fiscal 2006 and $2.5 million in fiscal 2007.   Public Act 05-251 appropriated $8 million from the General Fund Surplus for Town Aid roads for use in 
fiscal 2006 and $8 million for use in fiscal 2007, which is reflected in this table as a transfer into the fund. Public Act 07-1 of the June Special session appropriated $8 million 
from the General Fund surplus for Town Aid Roads, $2.2 million for Bus Operations, and $3.9 million for Elderly Demand Responsive Transportation.  A transfer of $2.57 
million from the General Fund to the Special Transportation Fund was made in fiscal 2008 from the energy contingency appropriation, which is reflected in this table as a 
transfer into the fund.  For fiscal year 2009, sections 22 and 23 of HB 5095 of the 2009 Legislative Session transfers $1,166,440 from the Emergency Relief account and 
$287,000 from the Insurance Recoveries account to the Special Transportation Fund. 
(h) Public Act 03-04 of the June 30 Special Session provides that revenues which are attributable to increases in taxes or fees provided for in sections 1-1h, 14-35, 14-44i, 14-
47, 14-48b, 14-49, 14-50, 14-66, 14-67 and 14-381 of the general statutes and revenue specified in sections 113 and 114 of Public Act 03-01 of the June 30 Special Session are 
defined as “Incremental Revenues” and are dedicated to fund the Transportation Strategy Board projects and purposes by deposit into the TSB projects account which is a non-
lapsing account within the Special Transportation Fund. Public Act 05-4 of the June Special Session, sections 43, 52 and 53, repeals the dedication of the “incremental revenues” 
and institutes a transfer from the resources of the Special Transportation Fund to the TSB projects account in the amount of $25.3 million in fiscal 2006, $20.3 million in fiscal 
2007 and $15.3 million in fiscal 2008-2015.  For fiscal years 2016 and thereafter, $0.3 million shall be transferred to the TSB projects account. PA 07-7 of the June Special 
Session, section 96 transferred $5.5 million from the resources of the Special Transportation Fund to the Transportation Strategy Board Project account. 
(i) Represents refunds for Motor Fuel Taxes, and Motor Carrier Road Taxes when an overpayment of tax liability has been made. Per C.G.S. 14-23 and 14-31, effective 
7/1/01 Refunds of Payments in the Special Transportation Fund will be funded with revenue similar to Refunds of Taxes. 
(j) TSB projects account revenues as described in footnote (h) are utilized for non-budgeted expenditures, are part of the Special Transportation Fund and constitute Pledged 
Revenues for Special Tax Obligation Bonds and are also included in the calculation of debt service coverage in Table 7. 
(k) The New Haven line revitalization account revenues are part of the Special Transportation Fund and constitute pledged revenues for special tax obligation bonds. 
 
SOURCE:  Office of Policy and Management  

                                                                              Fiscal Year Ending June 30
      2008 (a)      2009      2010     2011      2012
Motor Fuels  Tax(b)………………..............  495.1  499.7 499.7  494.7  499.7  
Sales Tax - DMV(c)……………………….  64.9  60.5  61.1  61.7 62.3  
Oil Companies Tax(d)……………..............  127.8  141.9  141.9  165.3  165.3  
Motor Vehicle Receipts………….............. 225.5  229.3  233.2  237.1  241.6  
LPF Revenue……………………………...  153.8  155.8  157.4  159.0  160.6  
FTA Grants(e)…………………….............. - - -  - -   
Interest Income(f)………………………….  36.6  25.0  25.0  25.0 25.0  
Transfers From/To Other 
Funds(g)………………. 

7.2  (8.0)  (9.5)  (9.5)  (9.5)  

Transfer to TSB Projects Account(h)……..  (20.8) (15.3) (15.3) (15.3) (15.3)  
TOTAL………………………………….. 1,090.0 1,088.9 1,093.5   1,118.0 1,129.7  
Refunds(i)………………………………….  (9.7) (10.4) (10.6) (10.8) (11.0)  
TOTAL NET PLEDGED 
REVENUES……………………………… 1,080.3 1,078.5 1,082.9 1,107.2 1,118.7  

TSB Projects Account Pledged Revenues(j)  20.8 15.3 15.3 15.3 15.3  
NH Line Project Account Pledged Revenue(k)    ____-__      ____-__        1.1         3.0        4.8  
TOTAL PLEDGED REVENUES……….. 1,101.1 1,093.8 1,099.3 1,125.5 1,138.0  
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Description of Revenue Sources of the Special Transportation Fund 
 

The Special Transportation Fund receives its moneys from the three categories of transportation related revenues shown in 
Table 1, from Oil Companies Tax Payments, Sales Tax - DMV Payments, from FTA grants received by the State, and from other 
sources including investment earnings.  The Act provides for periodic adjustments in the transportation related taxes, fees and 
charges, in the amounts and percentages previously described in Table 2 (see “Discussion of Projected Pledged Revenues”). 
 

Motor Fuels Tax 
 

The first category of transportation related revenues is the Motor Fuels Tax, which was credited to the Special 
Transportation Fund commencing July 1, 1984, and which consists of three taxes:  the gasoline tax, the special fuels tax, and the 
motor carrier road tax.  The ten year history of collections of the Motor Fuels Tax is shown in the following table. 
 

TABLE 4 
Ten-Year History of Motor Fuels Tax Collections 

 
Fiscal Year Ending June 30 

Totals  1999 2000 2001 2002 2003 2004 2005 2006 2007 2008(a)

Amount collected (millions $)….. 499.9 506.4 417.5 430.3 458.0 464.5 483.8 480.9 478.3 495.1 
Unit total (millions $) (b)………… 16.870 17.123 17.586 18.047 18.289 18.456 19.226 19.105 19.001 18.298 
Unit percentage growth (%)…….. 4.82 1.50 2.70 2.62 1.34 0.91 4.17 (0.63) (0.54) (3.70) 
Gasoline Tax   
Amount collected (millions $)….. 448.6 453.1 362.4 376.6 383.8 383.7 401.1 395.5 393.1 379.0 
Unit total (millions $) (b)………… 14.014 14.158 14.497 15.063 15.352 15.348 16.045 15.820 15.724 15.158 
Unit percentage growth (%)…….. 4.74 1.00 2.40 3.91 1.92 (0.03) 4.54 (1.40) (0.61) (3.60) 
Special Fuels Tax   
Amount collected (millions $)….. 41.8 43.6 45.1 45.2 62.7 68.2 69.7 71.0 71.4 99.4 
Unit total (millions $) (b)………… 2.322 2.422 2.506 2.512 2.483 2.623 2.681 2.731 2.746 2.687 
Unit percentage growth (%)…….. 5.60 4.31 3.40 0.24 (1.16) 5.64 2.20 1.87 0.56 (2.14) 
Motor Carrier Road Tax   
Amount collected (millions $)….. 9.5 9.8 10.0 8.5 11.5 12.6 13.0 14.4 13.8 16.7 
Unit total (millions $) (b)………… 0.529 0.543 0.556 0.472 0.454 0.485 0.500 0.554 0.530 0.452 
Unit percentage growth (%)…….. 3.53 2.65 2.04 (15.11) (3.82) 6.74 3.17 10.77 (4.24) (14.71) 

     
(a) As estimated per the Comptroller’s report of September 2, 2008 for the period ending June 30, 2008. 
(b) The unit total represents millions of dollars of revenue collected per penny of tax. 
 
SOURCE:  Office of Policy and Management 
 

The motor fuel tax rate on gasoline and gasohol is 25¢ per gallon, and on diesel fuel is 43.4¢ per gallon.  The first two Motor 
Fuels Taxes are the gasoline tax and the special fuels tax, which are levied under Connecticut General Statutes (“C.G.S.”) Section 
12-458 on gallons of fuel used or sold by distributors.  The principal fuel subject to the tax is gasoline, but the taxes also are levied 
on any combustible gas or liquid, including diesel fuel and gasohol, which is used or is suitable for use to generate power for 
propelling motor vehicles.  The distributors liable for these taxes are those entities which distribute fuel within the State, import fuel 
into the State for distribution within the State, or produce or refine fuels within the State. 
 

There are only six types of transactions that are exempted from these taxes:  (i) sales to the United States government and to the 
State; (ii) sales to a municipality for use by private contractors in the course of performing services for the municipality; (iii) sales 
(other than at retail outlets) to municipalities or State transit districts for use in vehicles owned by or leased to those governmental 
units; (iv) interdistributor sales; (v) transfers from a State storage site to an out-of-state site; and (vi) sales to a licensed exporter for 
transfer and sale outside the State. 
 

The third Motor Fuels Tax is the motor carrier road tax imposed by C.G.S. Sections 12-479 and 12-483 upon gallons of fuel 
used by business entities (“motor carriers”) which operate any of the following vehicles in the State:  (i) passenger vehicles seating 
more than nine persons; (ii) road tractors or tractor trucks; or (iii) trucks having a registered gross weight in excess of eighteen 
thousand (18,000) pounds.  Such motor carriers pay the tax on the gallons of fuel which they use while operating such vehicles in 
the State.  The number of gallons subject to the tax is determined by multiplying the total number of gallons of fuel used by the 
motor carrier during each year by a fraction, the numerator of which is the total number of miles traveled by the motor carrier’s 
vehicles within the State during the year, and the denominator of which is the total number of miles traveled by the motor carrier’s 
vehicles both within and outside the State during the year. 
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Motor Vehicle Receipts 

 
The second category of transportation related revenues credited to the Special Transportation Fund commencing July 1, 1984 is 

Motor Vehicle Receipts and the normalized collections are adjusted to that date.  The Motor Vehicle Receipts category consists of 
most revenues collected by the Commissioner of Motor Vehicles under forty-eight (48) statutory sections which levy transportation 
related charges for licenses and services provided by the DMV.  The ten-year history of collections of Motor Vehicle Receipts is 
shown in the following table. 
 

TABLE 5 
Ten-Year History of Motor Vehicle Receipts 

 
           Fiscal Year Ending June 30 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008(a)

Total Collections 
(millions $)……… 187.0 190.3 196.3 200.7 204.8 219.2 233.9 227.3 224.7 225.5 
Adjustments 
(millions $)(b)……. (76.9) (77.1) (77.0) (80.5) (80.2) (89.9) (100.3) (100.2) (100.1) (100.1) 
Total Normalized 
Collections 
(millions $)(c)… 110.1   113.2 119.3 120.2 124.6 129.3 133.6 127.1 

 
124.6 125.4 

Percent Change In 
Normalized 
Collections (%)…    0.9    2.8    5.4    0.8    4.0    3.7    3.4   (4.9) 

 
  (2.0) 0.6 

____________________ 
(a) As estimated per the Comptroller’s report of September 2, 2008 for the period ending June 30, 2008. 
(b) Adjusted for:  (1) the elimination of the additional vanity plate renewal fees of $30 effective July 1, 1994 under Public Act 93-74; (2) the transfer of safety plate 

fees from the General Fund effective July 1, 1995; (3) the collection of truck registration fees under the International Registration Plan commencing fiscal year 
1997-98; (4) the extension of driver’s license duration from 4 years to 6 years under Public Act 01-6; and (5) adjustments for transfer to Transportation Strategy 
Board under Public Act 05-4 of the June Special Session. 

(c) Total Normalized Collections for each State fiscal year equals Total Collections minus the amount of the Adjustments as described in footnote (b) for each such 
period.  By subtracting the amount of such Adjustments from Total Collections it is possible to view more accurately the annual changes in Motor Vehicle 
Receipts during the period covered by the table. 

 
SOURCE:  Office of Policy and Management 
 

License, Permit and Fee Revenue 
 

The third category of transportation related revenues that is credited to the Special Transportation Fund is that of LPF Revenue.  
The following table sets forth the ten-year history of LPF Revenue and reflects both growth and the effect of increased fees and 
charges. 
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TABLE 6 
Ten-Year History of License, Permit and Fee Revenue 

(In Millions $) 
 

        Fiscal Year Ending June 30 
 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008(a)

Motor vehicle fines, penalties and 
Surcharges…………………… 27.6 30.8 28.4 31.5 30.4 28.5 28.2 26.8 24.5 24.5
Filing and reproduction fees……. 19.5 20.9 20.7 22.0 22.2 22.8 22.2 21.1 20.8 19.8
Royalties………………………... 9.1 10.2 11.3 11.9 11.4 11.7 10.5 12.9 10.8 12.0
Motor carrier permits…………… 3.7 3.8 3.5 3.2 3.2 3.1 3.2 3.2 0.3 2.1
Operator license examination fee. 5.6 5.8 5.8 6.0 5.9 5.9 6.4 6.4 6.5 5.7
Vehicle inspection fee………….. 6.8 3.0 3.1 3.6 3.6 3.8 3.6 3.5 3.4 3.4
Other(b)………………………….. 40.6 38.1 42.4 52.5 60.0 79.3 81.0 86.5 104.2 86.3
 
Total…………………………….. 112.9 112.6 115.2 130.7 136.6 155.1 155.1 160.4 170.5 153.8

    
(a) As estimated per the Comptroller’s report of September 2, 2008 for the period ending June 30, 2008. 
(b) Amounts listed as “Other” LPF Revenue represent collections for (i) gasoline handling charges; (ii) fees for license plates, and for certificates or licenses to 

repair or sell motor vehicles, relocate site for selling motor vehicles, register new car dealers and repairers, sell gasoline, and locate site for selling fuels; (iii) 
special vehicle permits; (iv) rental of airport passenger terminals (other than at Bradley International Airport); (v) miscellaneous recoveries; (vi) miscellaneous 
rentals; (vii) searches for and copies of motor vehicle records; (viii) tolls on ferries; (ix) airport landing charges (other than at Bradley International Airport); (x) 
operator license information and licenses for drivers’ education instructors; (xi) sales of excess State property; (xii) emission inspection late fee; (xiii) 
registration of weighing devices; (xiv) sale of commercial information; and (xv) clean air fee.  

 
SOURCE:  Office of Policy and Management 
 
 

LPF Revenue consists of amounts levied for certain permits issued and services provided by the State for transportation 
purposes, for the right to use certain transportation related State property, and for certain traffic fines.  The largest such source of 
LPF Revenue is motor vehicle related fines, penalties, or other charges.  The Act requires that traffic fines levied under numerous 
statutory sections be credited to the Special Transportation Fund as LPF Revenue. 
 

There are a large number of permits which generate LPF Revenue.  For example, the fees charged for certification of bus routes 
(C.G.S. Section 14-49(v)) and for licensing of drivers’ education instructors (C.G.S. Section 14-16a) are treated under the Act as 
LPF Revenue. 
 

In addition to these permit and license fees, LPF Revenue includes what the Act terms Aeronautics, Waterways, and Other Fees 
and Charges.  These are amounts received by the State in connection with the sale or lease of property controlled by the 
Commissioner of Transportation, including rights-of-way above or below State highways and properties at airports (other than at 
Bradley International Airport) owned or leased by the State, and charges for pilotage on State waterways. 
 

Beginning in State fiscal year 1985, the Act began crediting to the Special Transportation Fund three other types of LPF 
Revenue:  (i) fees for documents and services provided under C.G.S. Section 14-192(a); (ii) royalty payments for retail sales of 
gasoline pursuant to C.G.S. Section 13a-80; and (iii) gasoline handling charges which the Department receives from other State 
agencies for handling motor fuel consumed by State vehicles.  All other LPF Revenue was credited to the Special Transportation 
Fund starting in fiscal year 1986.  Commencing on July 1, 1997, per C.G.S. Sections 13b-61(7) through 13b-61(14), transportation 
related revenue such as the sale of commercial information by the DMV and from other user fees and licenses previously deposited 
in the General Fund, has been credited to the Special Transportation Fund as LPF Revenue.   
 

Oil Companies Tax Payments 
 

C.G.S. Section 13b-61a specifies the amount of Oil Companies Tax revenue received from the tax imposed on the gross 
earnings from the sale of petroleum products attributable to sales of motor vehicle fuel was to be deposited by the Commissioner of 
Revenue Services into the Special Transportation Fund.  Section 36 of Public Act 03-02 suspended the $20 million scheduled 
transfer to the Special Transportation Fund in fiscal year 2003.  In addition, Section 65 of Public Act 03-01 of the June 30 Special 
Session reduced the transfer of Oil Companies Tax revenue from the General Fund from $21 million to $10.5 million in fiscal year  
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2004 and from $21 million to $13 million in fiscal year 2005. Section 41 of Public Act 05-4 of the June 2005 Special Session 
increased the scheduled transfers to: $43.5 million in fiscal year 2006, $61 million in fiscal year 2007, $84 million in fiscal year 
2008, $100.9 million in fiscal years 2009-2013, and $119.4 million annually thereafter. Public Act 06-136, section 15, increased the 
previously scheduled transfers to $141.0 million in fiscal year 2007, $164.0 million in fiscal year 2008, $180.9 million in fiscal years 
2009 and 2010 and $200.9 million in fiscal years 2011, 2012 and 2013.  Beginning in fiscal year 2014, the annual transfer will be 
$219.4 million.  Public Act 07-01 of the June Special Session, section 138, reduced the previously scheduled transfers to $127.8 
million in fiscal year 2008, $141.9 million in fiscal year 2009 and fiscal year 2010 and $165.3 million in fiscal years 2011, 2012 and 
2013.  Beginning in fiscal year 2014, the annual transfer will be $179.2 million.  Each deposit is made over four equal installments. 
Through fiscal years 1997-1998, revenue from the Oil Companies Tax was deposited exclusively in either the General Fund or the 
Underground Storage Tank (UST) Petroleum Clean Up Account pursuant to C.G.S. Section 22a-449b.  
 

Prior to July 1, 2005, the Oil Companies Tax was levied, pursuant to C.G.S. Section 12-587, at a rate of five percent (5%) 
of the gross earnings from the sale of petroleum products in the State.  Per Section 40 of Public Act 05-4 of the June 2005 Special 
Session the tax rates were increased as follows: five and eight-tenths percent effective July 1, 2005, six and three-tenths percent 
effective July 1, 2006, seven percent effective July 1, 2007, seven and one-half percent effective July 1, 2008, and eight and one-
tenth percent effective July 1, 2013.  Per Public Act 08-2 of the June 11 Special Session, Section 1 eliminated the 0.5% increase 
from 7.0% to 7.5% in the Oil Companies Tax that was set to become effective July 1, 2008.  See 2008 Legislative Changes.  The 
principal petroleum product subject to the tax is motor vehicle fuel, but the gross earnings tax is also levied on the sale of aviation 
fuel, kerosene, diesel fuel, crude oil, and derivatives of petroleum such as paint, fertilizers and asphalt. In the most recently 
completed 2007-2008 fiscal year, the Oil Companies Tax generated gross collections of $367.8 million.  It is assumed that the tax 
revenue received by the Commissioner of Revenue Services on the gross earnings from the sales of petroleum products attributable 
to sales of motor vehicle fuel will be sufficient to enable the Commissioner to make all required payments to the Special 
Transportation Fund when due.  C.G.S. 13b-61a(c) states that if Oil Companies Tax receipts are insufficient to fund all required 
transfers, the Commissioner of Revenue Services shall certify to the Treasurer the amount of the shortfall, and the Treasurer shall 
then transfer the amount equal to the shortfall from the General Fund to the Special Transportation Fund.  
 

Sales Tax – DMV Payments  
 

Connecticut General Statutes Section 13-61b requires that the Commissioner of Motor Vehicles deposit into the Special 
Transportation Fund funds received by the State from the tax imposed on casual sales of motor vehicles, vessels, snowmobiles and 
aircraft pursuant to Section 12-431 of the Connecticut General Statutes attributable to motor vehicles.    
  

Transportation Grants and Restricted Accounts Fund 
 

Public Act 04-2 created the Transportation Grants and Restricted Accounts Fund to facilitate financial reporting under the 
State’s new financial management and human resources computer system called Core-CT (see “Financial Management and 
Reporting: Core-CT Update”).  The Grants and Restricted Accounts Fund was created to isolate transportation related activities that 
are funded through restricted sources of receipts such as federal and private grants and intercepts from general revenue sources.  
Prior to the implementation of Core-CT these activities were accounted for and reported within the Special Transportation Fund.  
Because of the operational requirements of Core-CT, separating restricted receipts from other general revenue sources for 
transportation related activities facilitated financial reporting.  The creation of the Transportation Grants and Restricted Accounts 
Fund was not intended to change the nature of Pledged Revenue within the Special Transportation Fund.  It was created to better 
accommodate the administrative and operational requirements of Core-CT.  While the TSB projects account will be reported within 
the Grants and Restricted Accounts Fund, pursuant to statutory requirements it will continue to constitute a part of Pledged 
Revenues within the Special Transportation Fund. 
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Other Revenues 
 

In addition to the above categories of transportation related revenues, interest earnings also are credited to the Special 
Transportation Fund. 
 

Interest earnings accruing on the funds and accounts created under the Indenture are to be credited to the Special 
Transportation Fund, with the exception of interest earnings accruing on amounts in the Note Repayment Account.  The State 
expects to invest available amounts credited to the Special Transportation Fund from time to time in the Short Term Investment 
Fund of the State and other permitted investments.  See “Appendix A-Cash Management and Investment Procedures.” 
 

Due to budgetary changes at the federal level, the State is not expecting to receive further funding as operating assistance 
grants from the FTA, which were previously credited to the Special Transportation Fund.  FTA operating assistance grants were 
included in Pledged Revenues upon receipt and were generally available for payment of debt service or program expenses.  These 
grant funds were treated by the State as a reimbursement for mass transit operating expenses previously budgeted and generally paid 
from other available State cash.  These funds which had previously been received as operating assistance grants, however, will likely 
continue to be received in the future, but as funds for capital improvements.  (See Table 3, footnote (e)). 
 
Debt Service Coverage  
 

Under the Senior Indenture, the State has covenanted to provide Pledged Revenues in each fiscal year equal to two (2) 
times the aggregate Principal and Interest Requirements on Senior Bonds and Interest Requirements on Senior Notes in such fiscal 
year.  So long as Second Lien Bonds are outstanding, the State also has covenanted in the Second Lien Indenture to provide Pledged 
Revenues in each fiscal year equal to two (2) times the aggregate Principal and Interest Requirements on all Bonds and Notes in 
such fiscal year.  Principal and Interest Requirements on Second Lien Bonds are calculated according to the Second Lien Indenture.  
The following table indicates the actual and projected calculation of such coverage tests.  The debt service requirements shown in 
Table 7 do not include several items that are included in Debt Service Requirements on the Bonds in Table 8, including estimated 
variable rate bond fees but does include an allowance for basis risk on the interest rate swaps for the Second Lien Bonds, 1990 
Series 1.   
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TABLE 7  
Actual and Projected Debt Service Coverage 

(In Millions $) 
 

 Fiscal Year Ending June 30 
 2003 2004 2005 2006 2007 2008(a) 2009(b) 2010(c) 2011(c) 2012(c) 
1. Actual and Projected Pledged 

Revenues(d) 
          

        Special Transportation Fund Net 
Revenues……………………….  827.1 903.9 939.8 1,001.0 1,098.3 1,080.3 1,078.5 1,082.9 1,107.2 1,118.7

        TSB Projects Account Pledged 
Revenues(e)…………………….. 0.0 22.8 28.7 25.3 20.3 20.8 15.3 15.3 15.3 15.3

       New Haven Line Project Account 
Pledged Revenue(f)…………….. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.1 3.0 4.8

        Total Pledged Revenues 
             (Actual)………………….….. 827.1 926.7 968.5 1,026.3 1,118.6 1,101.1 1,093.8 1,099.3 1,125.5 1,138.8
2. Principal and Interest 

Requirements for the 1990 A-2008 
A Senior Bonds(g)………………... 356.7 357.7 368.3 375.7 369.1 368.4 367.8 357.8 323.1 313.8

3. Actual and Projected Principal and 
Interest Coverage for the 1990A-
2008A Senior 
Bonds(h)…………………………... 2.3x 2.6x 2.6x 2.7x 3.0x 3.0x 3.0x 3.1x 3.5x 3.6x

4. Principal and Interest 
Requirements on the Outstanding 
Second Lien Bonds(i)……………. 28.7 40.2 41.2 42.3 43.3 47.3 49.8 49.3 49.4 31.4

5. Actual and Projected Principal and 
Interest Coverage for All 
Outstanding Senior Bonds and 
Outstanding Second Lien 
Bonds(j)………………………….. 2.1x 2.3x 2.4x 2.5x 2.7x 2.6x 2.6x 2.7x 3.0x 3.3x

6. Projected Principal and Interest 
Requirements for Additional 
Bonds(k)…………………………... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 37.6 81.2 124.8

7. Actual and Projected Aggregate 
Debt Service Coverage for all 
Bonds(l)…………………………... 2.1x 2.3x 2.4x 2.5x 2.7x 2.6x 2.6x 2.5x 2.5x 2.4x

___________________ 
 Updated for Biennial Budget ending 6/30/09, Public Act 07-1. 

For a discussion of the assumptions and enacted tax, fee and charge adjustments underlying these projections, see “Discussion of Projected Pledged Revenues.”  
(a) As estimated per the Comptroller's report of September 2, 2008 for the period ending June 30, 2008.    
(b) Per the January 20, 2009 monthly OPM letter to the State Comptroller.       
(c) Fiscal Years 2010-2012 values for projected pledged revenues are based on Office of Policy and Management projections.   
(d) These revenues are budgeted revenues.           
(e) TSB project account revenues are utilized for non-budgeted expenditures, are part of the Special Transportation Fund and constitute Pledged Revenues for 

special tax obligation bonds.           
(f) The New Haven line revitalization account revenues are utilized for projects, are part of the Special Transportation Fund and constitute Pledged Revenues for 

special tax obligation bonds.          
(g) Reflects actual Principal and Interest Requirements on the Senior Bonds as paid to the Trustee on a one-sixth interest and one-twelfth principal monthly deposit 

basis.           
(h) Line 1 divided by Line 2.           
(i) Reflects actual Principal and Interest Requirements on the Second Lien Bonds; debt service on the 1990 Series 1 Bonds  assumes the continuation of Qualified 

Swaps.  Does not include variable rate bond fees but it does include an additional $1.5 million per year basis risk assumption. 
(j) Line 1 divided by the sum of Lines 2 and 4.          
(k) Assumes issuance of Additional Bonds (whether under the Senior Indenture or the Second Lien Indenture) authorized and to be authorized by Public and 

Special Acts, with level debt service, a twenty year final maturity and in the principal amounts and at the average net interest costs listed below for each of the 
following State fiscal years:  2010-2012 - $500.0 million each year at 6.0%.  Assumes no issuance of Notes.  

(l) Line 1 divided by the sum of Lines 2, 4 and 6.  
          
SOURCE:  Office of Policy and Management and Office of the State Treasurer 
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Expenses of the Special Transportation Fund  

 
Moneys in the Special Transportation Fund not held by the Trustee or otherwise required to pay principal and interest on 

the Senior Bonds and interest on the Senior Notes may be used to pay (i) principal on Senior Notes, (ii) amounts required to be 
deposited with the Trustee under the Second Lien Indenture, (iii) debt service on transportation related general obligation bonds of 
the State, and (iv) the operating expenses of the Department, including both the annual budgeted expenses of the Department and the 
portion of the costs of the Infrastructure Program not financed by the Bonds but paid from current operations, and operating 
expenses of the DMV.  See “The Transportation Infrastructure Program.”  The Special Transportation Fund appropriations included 
in the budget for the 2007-2008 and 2008-2009 fiscal years are set forth in Appendix B.  
 

The Special Transportation Fund budget includes unallocated lapses to recognize that not all budget expenditures will be 
fully expended and will lapse for budget purposes.  The unallocated lapse is reduced in a corresponding amount as agency lapses are 
identified within specific accounts.   
 
2007 Legislative Changes   
 

During the 2007 regular Legislative session, the Connecticut General Assembly adopted a limited capital budget for the 
special tax obligation bond program when it passed Special Act 07-02 which provided $54 million for road resurfacing in fiscal year 
2008.  Public Act 07-1 of the June Special Session, the Appropriations Act, includes a minimal net increase to the Special 
Transportation Fund to fund the State share of costs for increased staffing for maintenance, motorist assistance and in-house 
inspectors for contracts under $50 million.  Bus operations were increased by $3 million each year to contract for the Southeast 
Tourism Transit System.  Rail Operations increased by $5.7 million in fiscal year 2009 for the expansion of Shore Line East rail 
service between New Haven and New London.   
 

Public Act 07-199, later modified by Public Act 07-1 of the June special session of the General Assembly, increased the tax 
on each gallon of diesel fuel from $0.26 to $0.37 effective July 1, 2007.  The Motor Fuels Tax rate on diesel fuels will be determined 
annually by the Commissioner of Revenue Services pursuant to Section 136 of Public Act 07-1 of the June special session.  Public 
Act 07-1 also correspondingly exempts diesel fuel from the Oil Companies tax for sales effective July 1, 2007.  In order to maintain 
revenue neutrality to the Special Transportation Fund, the statutory General Fund Oil Companies tax transfers to the Special 
Transportation Fund were reduced to $127.8 million in fiscal year 2008, $141.9 million in fiscal year 2009 and fiscal year 2010, 
$165.3 million in fiscal years 2011, 2012 and 2013, and $179.2 million annually thereafter. 

 
Table 8 includes only Special Transportation Fund appropriations; however, Public Act 07-1 of the June Special Session 

includes general fund surplus appropriations of nearly $9.5 million ($2.2 million in fiscal year 2008 and nearly $7.3 million in fiscal 
year 2009) to increase the frequency of bus service for a total of $116.4 million in fiscal year 2009.  Also included is $16 million ($8 
million each year) for Town Aid Roads for a total of $30 million per year. 

 
On October 30, 2007, during a special session, the Connecticut General Assembly passed Public Act 07-7 of the June 

Special Session which provided for $543.2 million in fiscal year 2008 and $307.3 million in fiscal year 2009 of special tax 
obligation bond authorizations.  PA 07-7, also repealed the $1.00 per trip surcharge on the New Haven rail line that was set to begin 
January 1, 2008 and replaced it with a schedule of fare increases beginning with a 1.25% fare increase effective January 1, 2010. 
The revenue from the fare increase will be deposited into the New Haven Line Project Account. See Table 7 footnote (f).  In 
addition, the bill also credits $5.5 million on deposit in the Special Transportation Fund in fiscal year 2008 to the Transportation 
Strategy Board’s project account for various transportation related studies.  The Governor signed the bill on November 2, 2007. 
 
2008 Legislative Changes 
 

The 2008 General Assembly adjourned without making any midterm adjustments to the fiscal year 2009 special tax 
obligation bond program or the fiscal year 2009 Special Transportation Fund appropriations. The General Assembly did pass PA 08-
2 of the June 11 Special Session, that eliminated the 0.5% increase from 7.0% to 7.5% in the Oil Companies Tax that was set to 
become effective July 1, 2008. These funds are deposited into the General Fund and the statutory transfers from the General Fund to 
the Special Transportation Fund remain unchanged, therefore there was no fiscal impact on the Transportation Fund due to this 
change. 
 
Financial and Management Reporting: Core-CT Update  

 
In July 2003, the State implemented the first phase of a new fully integrated, Internet based financial management and 

human resources system called Core-CT.  The financial software modules (accounts payable, accounts receivable, commitment 
control, general ledger and reporting) came online first in July 2003, followed by the human resources and payroll applications 



26 

(payroll, time and labor) in October 2003.  Asset management and inventory control applications, as well as contract and billing 
applications came online in fiscal year 2004-2005.  Additional financial enhancements relating to project management are expected 
to go online in future years.  
  

The new system provides a single point of entry for all State financial, human resources and payroll data.  The 
implementation of Core-CT is the product of several years of work to improve the State’s financial reporting and management 
information systems.  From an information technology perspective, Core-CT has allowed the State to standardize and modernize its 
computer technology bringing uniformity to the computers, programming languages, and data base packages utilized by State 
government.  Core-CT utilizes PeopleSoft ERP software. 
 

Core-CT was implemented coincident with an unanticipated and significant downsizing of the State’s workforce.  In order 
to create budget stability, layoffs were implemented in 2002 followed by an early retirement incentive program in 2003.  The layoffs 
and early retirements significantly reduced staffing levels in State agency business and financial offices. This left the State with the 
task of implementing the most ambitious upgrade to its financial systems in history with a smaller and less experienced workforce.  
In addition, as with the implementation of any large-scale information technology system, Core-CT experienced some initial 
difficulties.  Software anomalies have been detected, certain application processing was slow, and some users did not fully 
understand new coding conventions and accounting entries required for system processing.  These problems were aggravated by 
technical complications relating to an interface to Core-CT from a new revenue management system implemented in January 2004 at 
the Department of Revenue Services. While this system is not part of Core-CT, it must interface effectively with Core-CT 
applications.  
 

Many of the initial Core-CT implementation problems outlined above have been resolved.  A State team consisting of 
employees from the Office of the State Comptroller, the Office of Policy and Management, the Office of Information and 
Technology and the Department of Administrative Services has been working on an ongoing basis with State agencies, consultants 
and PeopleSoft representatives to resolve other outstanding system performance issues.   
  

As a result of these initial implementation problems, however, the preparation of certain financial statements and reports for 
the Special Transportation Fund for fiscal year 2004-2005 and fiscal year 2005-2006 were delayed.  The Senior Indenture requires 
the State’s financial statements for the Special Transportation Fund to be audited annually and an audit report to be delivered to the 
State within 120 days after the close of each fiscal year.  However, in fiscal years 2005 and 2006, the State was delayed in 
completing the necessary financial information for submission to the auditors in time to enable them to prepare the required audit 
report within the 120 day deadline.  Such delays did not constitute an event of default under the Indentures.  The audited financial 
statements for fiscal years ending June 30, 2007 and June 30, 2008 were delivered to the State within the 120 day-deadline, and it is 
anticipated that future audited financial statements will be delivered in a timely manner.   
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2003(a) 2004(a) 2005(a) 2006(a) 2007(a) 2008(b) 2009 2010(c)  2011(c)    2012

Actual & Projected Revenues
Motor Fuels Tax, Motor Vehicle

Receipts, Licenses, Permits, Fees(d) 799.4 838.7 872.7 868.6 873.4 874.4 884.8 890.3 890.8 901.9
Sales Tax - DMV Payments(e) 65.5 70.4 69.7 68.4 67.9 64.9 60.5 61.1 61.7 62.3
Oil Companies Tax Payments(e) 0.0 10.5 13.0 43.5 141.0 127.8 141.9 141.9 165.3 165.3
Federal Transit Administration

Grants(e) 3.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Interest Income(e) 27.4 24.5 32.7 40.1 46.0 36.6 25.0 25.0 25.0 25.0
Transfers from / (to) Other 

Funds(e) (60.5) (8.5) (8.5) 17.2 1.0 7.2 (8.0) (9.5) (9.5) (9.5)
Transfers to Transportation

Strategy Board(f) 0.0 (22.8) (28.7) (25.3) (20.3) (20.8) (15.3) (15.3) (15.3) (15.3)
Release from Reserve Account(g) 2.6 3.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Revenues 837.7 916.5 950.9 1,012.5 1,109.0 1,090.0 1,088.9 1,093.5 1,118.0 1,129.7

Refunds (10.6) (12.6) (11.1) (11.5) (10.6) (9.7) (10.4) (10.6) (10.8) (11.0)
Total Net Revenues 827.1 903.9 939.8 1,001.0 1,098.3 1,080.3 1,078.5 1,082.9 1,107.2 1,118.7

Actual & Projected Debt Service
and Expenditures

Debt Service on the Bonds(h) 389.6 402.8 411.8 422.7 414.5 418.3 447.5 445.7 454.7 476.6
Debt Service on Transportation

Related General Obligation Bonds(i) 17.3 13.8 4.5 3.1 1.8 3.1 2.0 1.0 1.0 1.2
DOT Budgeted Expenses(j) 327.5 326.3 362.2 385.7 423.1 473.7 486.7 512.9 529.0 557.2
DMV Budgeted Expenses(k) 49.7 63.2 49.3 54.3 59.1 61.0 62.5 65.9 66.4 70.9
Other Budget Expenses(l) 83.8 85.6 92.2 115.1 117.4 118.3 145.9 151.7 172.9 164.9
Program Costs Paid from

Current Operations 15.9 15.9 15.9 19.8 22.9 20.5 20.6 20.6 20.6 20.8
Estimated Unallocated Lapses(m) 0.0 0.0 0.0 0.0 0.0 0.0 (21.0) (11.0) (11.0) (11.0)
Total Expenditures 883.8 907.6 935.9 1,000.7 1,038.8 1,094.9 1,144.2 1,186.8 1,233.6 1,280.6

Excess (Deficiency) (56.7) (3.7) 3.9 0.3 59.5 (14.6) (65.7) (103.9) (126.4) (161.9)

Revised Cumulative Excess
(Deficiency) 133.0 129.3 133.1 133.4 192.9 178.3 112.6 8.7 (117.7) (279.6)

TABLE 8
Actual and Projected Revenues, Debt Service and Expenditures of the Special Transportation Fund

(In Millions $)

Fiscal Year Ending June 30

 
_________________________________________ 
(a) Actual per Comptroller’s Annual Reports, presented to conform to budgetary categories.  
(b) As estimated per the Comptroller’s report of September 2, 2008 for the period ending June 30, 2008. 
(c) Per Article 28 of the Amendments of the Constitution of the State of Connecticut, the General Assembly must adopt a balanced budget.   
 During the upcoming 2009 Legislative Session, the General Assembly will be required to pass a budget for fiscal years 2010 and 2011 within the requirements 

of Article 28. 
(d) Motor Fuels Taxes, Motor Vehicle Receipts, and LPF Revenue.  For a discussion of the assumptions and enacted tax, fee, and charge increases underlying these 

revenue projections, see "Discussion of Projected Pledged Revenues". 
(e) See footnotes to Table 3. 
(f) Public Act 03-04 of the June 30 Special Session, as amended by Public Act 04-182, provides that on or after July 1, 2003, and up to and including June 30, 2036 

revenues which are attributable to increases in taxes or fees provided for in Sections 1-1h, 14-16, 14-35, 14-41, 14-41a, 14-44i, 14-47, 14-48b, 14-49, 14-50, 14-
50b, 14-65, 14-66, 14-67 14-73, 14-192, 14-381, 52-62, 52-63 of the Connecticut General Statutes and revenue specified in Section 113 and 114 of Public Act 
03-1 are defined as Incremental Revenues and have been dedicated to fund TSB Projects and Purposes by deposit into the TSB projects account, which is part of 
the Special Transportation Fund.  Public Act 05-4, Sections 43, 52 and 53, repeals the dedication of the Incremental Revenues and institutes a transfer from the 
resources of the Special Transportation Fund to the TSB projects account in the amount of $25.3 million in fiscal year 2006, $20.3 million in fiscal year 2007 
and $15.3 million in each of fiscal years 2008-2015.  For fiscal year 2016 and thereafter, $0.3 million shall be transferred to the TSB projects account.  PA 07-7 
of the June Special Session transferred an additional $5.5 million to the TSB projects account for a total transfer in fiscal year 2008 of $20.8 million. 

(g) The amount in fiscal year 2003 and fiscal year 2004 reflects the release from the Reserve Account under the Senior Indenture resulting from the refunding of 
special tax obligation bonds. 

(h) These figures represent Principal and Interest Requirements on special tax obligation bonds, and variable rate bond fees for such Bonds, and include the Bonds 
listed in the table under “Debt Service On Outstanding Bonds” excluding Principal and Interest Requirements on Refunded Bonds.  The figures also reflect the 
issuance of additional bonds with level debt service and a twenty year final maturity in the principal amount and at the average net interest costs listed below for 
each of the following State fiscal years: 2010-2012 - $500.0 million each year at 6.0%.  See "The Department of Transportation Implementation of and Funding 
for the Infrastructure program." Includes actual and estimated rebate liability on the Bonds under the Code. Assumes no issuance of Notes.   
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(i) Represents payment of that portion of debt service on outstanding general obligation bonds which bear the same ratio to all such debt services as the sum of the 
amount of bond authorization allocated to the Department by the State Bond Commission in each year that such bonds were issued bears to the total amount of 
general obligation bonds authorized by the State Bond Commission during all such years.  

(j) The major components of the Department’s annual budgeted and projected expenses are payments for (i) the rail and bus subsidy; (ii) State highway 
maintenance costs; (iii) aid to towns for local highway and repair maintenance; (iv) salaries, data processing and other general administrative costs, aeronautics 
and waterways operations.  Certain contingent liabilities arising from defective highway lawsuits are not included in the projected amounts of annual budgeted 
expenses.  See “Litigation.”  

(k) Section 33 of Public Act 04-216 as amended by Section 72 of Public Act 04-02 of the May 2004 Special Session transfers $8.5 million from Debt Service and 
$7.0 million from the Department of Transportation to the Department of Motor Vehicles in fiscal year 2004 for the upgrading of the registration and driver 
license data processing systems. 

(l) Represents the cost of fringe benefits, pension costs and salary adjustments for DMV and the Department.   
(m) The Special Transportation Fund budget includes amounts for unallocated lapses to recognize that not all budget expenditures will be fully expended and will 

lapse for budget purposes.  The unallocated lapse is reduced by a corresponding amount as agency lapses are identified within specific accounts.  
 
For a discussion of the assumptions and enacted tax, fee and charge adjustments underlying these projections, see "discussion of projected pledged revenues." 

 
SOURCE:  Office of Policy and Management and Department of Transportation. 
 

THE TRANSPORTATION STRATEGY BOARD  
 

The TSB was established under Public Act 01-5 of the June 2001 Special Session to propose a transportation strategy, an 
implementation cost estimate and funding approaches to the Governor and the General Assembly.  The initial transportation strategy 
was presented on January 15, 2002.  The Act also required that the first revised strategy be submitted by December 15, 2002.  
Implementation of the Board’s December 2002 recommendations required actions by the General Assembly and the Governor.  The 
TSB consists of fifteen members.  On January 6, 2003, the TBS presented its recommendations to the Governor and the General 
Assembly.    The TSB’s five strategic goals are:  1) improve personal mobility within and through Connecticut; 2) improve the 
movement of goods and freight within and through Connecticut; 3) integrate transportation with economic, land use, environmental 
and quality of life issues; 4) develop policies and procedures that will integrate the State economy with regional, national and global 
economies; and 5) identify policies and sources that provide an adequate and reliable flow of funding necessary for a quality multi-
modal transportation system.  The General Assembly authorized approximately $17 million from General Fund appropriated surplus 
and $27 million in Special Transportation Fund Bond authorizations to implement the projects included in Section 16 of Public Act 
01-5.     
 

Public Act 03-04 of the June 30 Special Session authorized the issuance of approximately $265 million in bonding for a 
ten-year period backed by dedicated revenue to implement the strategy-related projects recommended by the TSB.  It also approved 
the principles set forth in Section I of the transportation strategy submitted by the TSB to the legislature in January 2003. 

 
Public Act 05-4 repealed the prior diversion of Incremental Revenues to the TSB projects account as well as the 

authorization for the issuance of the approximately $265 million in special tax obligation bonding over ten years and establishes 
fixed transfers from the Special Transportation Fund to the TSB projects account in the amounts of $25.3 million in fiscal year 2006, 
$20.3 million in fiscal year 2007, $15.3 million in each of fiscal years 2008-2015 and $.3 million in fiscal year 2016 and thereafter.  
The Department, in consultation with the Secretary of the Office of Policy and Management, the State Treasurer and the TSB is 
required to prepare annual financing plans which are to provide for the annual funding and financing of those projects and purposes 
identified in such annual financing plans based upon funding available or anticipated to be available in the TSB projects account.   

 
Public Act 06-136 authorizes $1.0 billion in new special tax obligation bonding for specific strategic transportation projects 

and initiatives, supported in the TSB’s January 6, 2003 submission.  The public act also makes several changes to the TSB’s 
administration and staffing, as well as requiring the TSB to review, and if necessary, revise the State transportation strategy no later 
than January 1, 2007, and every two years thereafter.  The TSB submitted its revised transportation strategy on January 11, 2007.  
The revised strategy adopts a series of eight guiding principles, which are: (1) a balanced transportation system is essential to 
Connecticut’s economic and social health and welfare; (2) Connecticut’s transportation system must be multi-modal; (3) 
Connecticut’s transportation system must be maintained and preserved; (4) Connecticut’s transportation policy must support 
economic development and a sustainable environment; (5) the state’s transportation system must be flexible and responsive; (6) the 
provision of accurate, timely information about system and services is essential; (7) transportation and development investments 
must support responsible growth, transit oriented development and the Plan of Conservation and Development; and (8) the State’s 
transportation planning must be comprehensive, inclusive and visionary. 
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THE DEPARTMENT OF TRANSPORTATION  

 
The State Transportation System 

 
The State’s transportation system includes approximately 21,295 miles of improved roads (of which approximately 3,716 

are maintained by the Department); 5,471 state and local bridges; Bradley International Airport, which is New England’s second 
largest airport, and five other State-owned airports together with numerous municipally and privately owned airports; rail commuter 
service between New Haven and New York City and related points, provided by Metro-North Commuter Railroad Company which 
operates 285 trains daily; Shore Line East Rail Commuter Service between New London and New Haven and on to Stamford, which 
operates 23 trains daily; and publicly and privately owned bus systems which operate 1102 vehicles. 
 
Organization and Responsibilities 
 

The Department was established in 1969 and replaced the Connecticut Highway Department.  The Department, as of July 
31, 2008, had 3,321 employees.  The Department’s major responsibility is to provide transportation services and facilities to State 
residents. 
 

The Department is headed by a Commissioner appointed by and directly responsible to the Governor.  The Commissioner’s 
office has 45 employees who perform communications, management and legislative services, and other related functions of that 
office. 
 

The Commissioner exercises direct supervision of all Department activities.  As head of the Department, the Commissioner 
acts as the executive officer of the Governor for achieving the Department’s purposes and supervising the Department’s activities.  
The Commissioner, in order to promote economy and efficiency, may organize the Department and any agency therein into such 
divisions, bureaus, or other units as necessary and may from time to time abolish, transfer, or consolidate such divisions, bureaus, or 
other units within the Department.  Among other functions, the Commissioner has the power, duty, and responsibility (i) to provide 
for the planning and construction of capital facilities that may be required for the development and operation of a safe and efficient 
transportation system, (ii) to study the operations of existing transportation facilities to determine the need for changes in such 
facilities, (iii) to formulate and implement plans and programs to improve transportation facilities and services, and (iv) to report to 
the General Assembly on an annual basis regarding such matters. 
 

In April 2008, Joseph F. Marie was appointed Commissioner of the Department by Governor M. Jodi Rell. Immediately 
prior to his appointment, Mr. Marie served as the Director of Operations and Maintenance for METRO, the regional public transit 
system for Phoenix, Arizona. He has more than 22 years of transit industry experience in both the public and private sectors. 
 

H. James Boice has been with the Department for more than 30 years, and has served as Deputy Commissioner of the 
agency since August 2006.  In his capacity as Deputy Commissioner, Mr. Boice oversees engineering and construction, highway 
operations, aviation, maritime and policy and planning. Mr. Boice evaluates transportation improvements and their impact on the 
state’s socioeconomic and environmental resources.  He also assists in the development of the Department’s capital program to best 
address the needs within the financial constraints of the agency.  He is recognized and active on the national level in rail and transit 
issues. 
 

Albert A. Martin was appointed Deputy Commissioner of the Department in March 2007. Mr. Martin oversees the DOT’s 
Bureau of Public Transportation, governing Connecticut rail, bus and other alternative modes of transportation. He has 37 years of 
government and administrative experience, including six years as Director of the Detroit Department of Transportation. Mr. Martin 
is a nationally recognized expert on the issues of responsible growth and Transit-Oriented Development.  

 
In July 2008, Jeffrey A. Parker was appointed Deputy Commissioner of the Department and oversees the agency’s major 

projects, such as the New Haven Rail Maintenance Facility and the replacement of the Pearl Harbor Memorial Bridge (the “Q 
Bridge”) in New Haven. Prior to joining the Department, Mr. Parker served as Senior Director for Transportation Operations for the 
Metropolitan Atlanta Rapid Transit Authority and, before that, as Director of Subway Operations and Rail Vehicle Engineering for 
the Massachusetts Bay Transportation Authority. 
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In July 2007, Governor Rell appointed a Commission to study possible reorganizations within the Department.  In February 
2008, the Commission delivered its report entitled “Report of the Governors Commission on the Reform of the Connecticut 
Department of Transportation” to the Governor. 

 
The Department is currently composed of five Bureaus, each of which is directed by a Bureau Chief. 

 
Bureau of Engineering and Highway Operations 

 
The Bureau of Engineering and Highway Operations has 2,483 employees and is the Department’s largest bureau.  Under 

the supervision of a Bureau Chief and the Chief Engineer, this bureau is responsible for the design of new and improved facilities, 
the acquisition of rights-of-way, the construction and reconstruction of roads and bridges, the maintenance of State highways and 
bridges, and all Department research and materials testing. 
 

Bureau of Finance and Administration 
 

The Bureau of Administration has 482 employees.  This bureau provides administrative, service, personnel and support 
functions, which include budget preparation and control, auditing, purchasing, programming and control of the Department’s capital 
program, external audit, information systems management and equal employment opportunity/affirmative action programs.  This 
bureau provides the administration and oversight of the Infrastructure Program. 
 

Bureau of Policy and Planning 
 

The Bureau of Policy and Planning has 114 employees and is responsible for coordination of transportation policy, strategic 
planning, monitoring federal and State laws and regulations, maintaining all transportation statistics and estimates, project planning 
and environmental analysis for all modes of State transportation supervised by the Department, and systems analysis.  This bureau 
has primary input in the determination of the major projects to be accomplished under the Infrastructure Program. 
 

Other Bureaus 
 

The other two bureaus of the Department are the Bureau of Public Transportation, which administers the operations of the 
State’s bus services, rail commuter services, ridesharing programs, handicapped and elderly services and regulates taxi, livery and 
other transit activities; and the Bureau of Aviation and Ports, which is responsible for the operation and management of Bradley 
International Airport, the five other State-owned airports, regulation of the State’s harbor masters and harbor pilots, Connecticut 
River ferries and the operation of the State Pier in New London. 
 
Implementation of and Funding for the Infrastructure Program 
 

The Infrastructure Program began on July 1, 1984.  In the first eighteen (18) years (State fiscal years 1985 through 2002) 
$12.9 billion was authorized, consisting of $4.6 billion in Senior and Second Lien Bonds, $507 million in State appropriations, $7.7 
billion in federal funds and $111 million in other resources. 
 

The following is a brief description of the components of the Infrastructure Program for State fiscal years 2003 through 
2012.  The sources of funding for this period of the program are set forth in Table 9.  Actual annual funding amounts for the 
Infrastructure Program components can be expected to vary from the projected amounts because a major portion of the program is 
dependent upon the availability of federal funds.  The federal figures presented in Table 9 for 2008 through 2012 are projections 
based upon the federal Safe, Accountable, Flexible, Efficient, Transportation Equity Act – a Legacy for Users (SAFETEA-LU). 
 

Interstate 
 

The Interstate Program provides for the maintenance and enhancement of the State’s portion of the nationwide system of 
interstate highways.  The Interstate Program is projected to cost approximately $970.3 million of which $849.8 million is expected 
to be paid by federal funds and the remainder, or $120.5 million, is expected to be paid by State funds. 
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Intrastate 

 
The Intrastate Program provides for improvements to the State’s primary and secondary roads.  The costs of this program 

are estimated at $2.76 billion.  A portion of the program is eligible for federal funding, which is currently projected at $2.3 billion.  
State funds are expected to pay for $469.6 million of the Intrastate Program. 
 

State Bridges 
 

The State Bridge Restoration Program includes the cost of rehabilitating, reconstructing, repairing, or replacing the bridges 
on the State highway system which have been identified as being in poor or fair condition and in need of repair.  The State Bridge 
Restoration Program is estimated to cost $1.3 billion.  The State’s share of such costs is estimated to be $297.9 million, with the 
balance of $972.7 million to be met from federal funds. 
 

Local Bridges 
 

The State Local Bridge Program will assist municipalities throughout the State in undertaking the rehabilitation, restoration, 
replacement and reconstruction of local bridges.  To finance the local bridge program, the State has legislated a loan program and a 
grants-in-aid program that would provide an incentive to municipalities to complete repairs to their bridges.  The loan program 
consists of a revolving fund established by the State for the purpose of providing below market rate loans to municipalities for up to 
fifty percent (50%) of the cost of the project.  Loan repayments by municipalities will be returned to the revolving fund.  None of the 
funds in the revolving fund will constitute security for the Bonds or be used to pay Debt Service Requirements on the Bonds or 
Notes.  The grants-in-aid program provides grants to municipalities on the basis of their economic ability to pay.  The grants are 
made on a sliding scale of ten percent (10%) to thirty-three percent (33%) of project costs.  Revolving fund resources will finance 
new local bridge projects as there are no anticipated federal funds available. 
 

Transit 
 

The Transit Capital Program is a fiscally constrained plan which provides a detailed public transportation capital project 
listing.  The plan forecasts and programs the capital needs associated with all bus and rail capital projects administered or approved 
by the Bureau of Public Transportation.  This includes all capital projects necessary to support two commuter railroads, CT Transit 
operations in eight urban areas and thirteen active transit districts.  Projects are programmed to ensure system safety, maintain the 
transportation infrastructure, and provide system improvements.  The bus portion includes replacement of aged buses on all fixed-
route systems, construction of new and rehabilitated bus maintenance and storage facilities, renovation and improvement of bus 
depots, and improvements within downtown areas to better accommodate bus service.  The commuter rail portion of the Transit 
Capital Program is a continuation of the New Haven Line rail modernization program which was started in the early 1970’s, and 
now includes the recently passed New Haven line revitalization program.  The program costs reflect the cost sharing requirements 
between New York and Connecticut which resulted from arbitration rulings.  The commuter rail program also includes investments 
in the Shore Line East passenger service.  The total Transit Capital Program is estimated to cost $1.5 billion of which $1.1 billion is 
estimated to be supported by federal funds, and $370.5 million is estimated to be funded from State bond proceeds. 
 

Aviation 
 

The Aviation Program includes the costs of capital improvements to the major airport facilities in the State excluding 
Bradley International Airport.  Capital projects have been scheduled for the five State-owned airports in Windham, Oxford, Groton, 
Danielson, and Hartford as well as improvements at municipal airports in New Haven, Meriden, Danbury, and Bridgeport.  The 
Aviation Program is estimated to cost $65.2 million and will require approximately $20.0 million in State funds. 
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Resurfacing 
 

The Resurfacing Program consists of resurfacing and restoring the State highway system.  The Department currently 
anticipates resurfacing approximately 225 two-lane miles of highway per year.  Over the period, the cost of the program is estimated 
to be $838.3 million, of which $559.9 million is expected to be paid from bond proceeds, $10 million from other Department budget 
appropriations, and $268.4 million from federal funds. 
 

Department Facilities 
 

This program includes the costs of renovating, repairing and expanding maintenance garages and other administrative 
facilities of the Department, and the costs of purchasing leased facilities.  The total cost of this program is estimated at $64.0 million, 
which will be completely borne by the State because no federal funds are available. 
 

Other 
 

The Infrastructure Program also provides funding for STP/Urban Systems, Hazardous Waste, Special Projects and 
Waterways.  The estimated cost of these programs is $2.7 billion, of which $2.4 billion is expected to be paid from bond proceeds 
and $342.4 million from federal funds. 
 

Other components of the Infrastructure Program are not financed by proceeds of special tax obligation bonds and include 
safety programs and other road and bridge maintenance.  The State’s costs of these programs are funded from State budget 
appropriations for the Department. 
 

The following table sets forth the actual and projected sources of funding, including legislative authorizations for Bonds, 
for various components of the Infrastructure Program over the ten-year period 2003-2012 and includes projections of amounts to be 
appropriated as current expenses of the Special Transportation Fund for such purposes: 
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TABLE 9 
Sources of Funding for the Infrastructure Program  

(In Millions $) 
 

 Fiscal Year Ending June 30 
 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 Tota1l
Interstate            
   Bonds 11.5 11.5 11.5 11.5 11.5 12.0 12.0 13.0 13.0 13.0 120.5 
   Federal 103.5 103.5 92.7 77.7 51.8 68.6 22.0 110.0 110.0 110.0 849.8
           970.3
Intrastate           
   Bonds 31.5 63.0 39.0 22.5 28.1 112.9 42.0 42.5 44.0 44.0 469.6
   Federal 126.0 479.4 205.0 101.1 134.9 597.6 130.3 168.0 176.0 176.0 2,294.3
           2,763.9
State Bridges           
   Bonds 20.0 20.0 20.0 20.0 20.0 65.2 34.3 32.3 33.0 33.0 297.9 
   Federal 74.0 79.1 88.7 87.5 80.0 215.0 48.4 100.0 100.0 100.0 972.7
           1,270.6
Local Bridges           
   Bonds 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
   Appropriations(a) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
   Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
   Federal 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
           0.0
Transit 
   Bonds 34.0 34.0 34.0 34.0 34.0 40.1 40.4 40.0 40.0 40.0 370.5 
   Appropriations 0.0 0.0 0.0 0.0 0.0 0.15 0.25 0.0 0.0 0.0 0.4
   Federal 94.3 134.3 104.0 110.0 89.5 131.8 125.5 113.0 113.0 113.0 1,128.34 
   Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
           1,499.3
Aviation(b)           
   Bonds 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 20.0 
   Federal 5.1 6.2 7.8 1.0 4.6 3.0 5.3 4.0 4.0 4.0 45.0
   Other 0.0 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 
           65.2
Resurfacing           
   Bonds 49.0 49.0 49.0 49.0 49.0 54.0 59.0 64.1 68.9 68.9 559.9 
   Appropriations 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 10.0 
   Federal 49.0 54.1 0.0 0.0 8.8 36.5 45.0 25.0 25.0 25.0 268.4
           838.3
Dept. Facilities           
   Bonds 6.4 6.4 6.4 6.4 6.4 6.4 6.4 6.4 6.4 6.4 64.0 
           
Safety  
   Appropriations 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2 12.0 
   Federal 9.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0 90.0 
           102.0
STP/Urban Systems  
   Bonds 12.0 8.0 8.0 8.0 8.0 8.3 8.5 8.5 8.5 8.5 86.3 
   Appropriations 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
   Federal 48.0 32.0 30.4 32.0 29.9 36.0 38.1 32.0 32.0 32.0 342.4
   Other(c) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
           428.7
Other Road and Bridge  
   Appropriations 9.8 9.8 9.8 10.0 10.2 10.3 10.4 10.4 10.4 10.4 101.4
   Federal 15.1 13.9 15.1 15.1 15.1 15.1 15.1 20.0 20.0 20.0 164.5 
             265.9
Hazardous Waste   
   Bonds 6.0 6.0 6.0 6.0 6.0 6.0 6.0 6.0 6.0 6.0 60.0 
  
Special Projects            
   Bonds 15.0 45.0 0.0 53.0 1,507.2 334.5 178.0 100.0 0.0 0.0 2,232.7
           
Waterways   
   Bonds 0.3 0.2 0.3 0.2 0.3 1.4 0.3 0.2 0.3 0.2 3.7 
  
Totals  
   Bonds 187.7 245.1 176.2 212.6 1,672.5 642.9 389.0 315.0 222.1 222.0 4,285.0
   Appropriations  12.0 12.0 12.0 12.2 12.4 12.7 12.8 12.6 12.6 12.6 123.8
   Federal 524.0 911.5 552.7 433.3 423.5 1,112.5 438.8 581.0 589.0 589.0 6,155.3
   Other 0.0 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 
  
Total 723.7 1,168.7 741.0 658.1 2,108.4 1,768.1 840.6 908.6 823.7 823.6 10,564.4
 
Issuance and Reserve 23.3 28.6 22.3 26.3 28.3 21.3 21.3 21.3 21.3 21.3 235.3

     
All line items in this Table captioned “Bonds” refer to legislative bond authorizations not bond issuances.  Federal funding after September 30, 2006 is subject to 
Congressional action.  For a summary of the enacted tax, fee and charge adjustments underlying these projections, see Table 2 and Table 3.  
(a) Deposits to the Local Bridge Revolving Fund. 
(b) Excluding Bradley International Airport. 
(c) Local funds. 
 
SOURCE:  Department of Transportation 
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The following table sets forth the amount of special tax obligation bond proceeds used and projected to be required to 
finance capital program project commitments and the annual amount of special tax obligation bonds issued and estimated to be 
issued each year for Infrastructure Program expenditures and other expenses through fiscal year 2012. 

 
TABLE 10 

Program Project Commitments and Actual and Projected Annual Bond Issuances 
(In Millions $) 

 
Fiscal Year Ending June 30 

 1985 -
2002(a)(b)(c) 2003(a) 2004(a) 2005(a) 2006(a) 2007(a) 2008(a) 2009 2010 2011 2012 Total

Program Project Commitments 4,567.3 187.7 245.1 176.2 212.6 1,672.5 418.4 311.0 315.0 222.1 222.0 8,549.9

Issuance and Reserve Authority 
541.9 23.3 28.6 22.3 26.3 28.3 21.3 21.3 21.3 21.3 21.3 777.2

Actual and Projected Annual 
Issuances(d)(e) 4,781.7 215.0 200.0 200.0 250.0 0.0 250.0 300.0 500.0 500.0 500.0 7,696.7

__________________________ 
(a) Actual authorized program commitments and bonds issued. 
(b)    Does not include $21.1 million in previously authorized general obligation transportation related bond authority used in fiscal year 1996. 
(c) Does not include $39.9 million in previously authorized general obligation transportation related bond authority. 
(d) Actual and projected annual issuances of special tax obligation bonds do not include any special tax obligation bonds which have or may be issued to refund 

special tax obligation bonds or general obligation bonds of the State issued for transportation purposes. 
(e) After 2012, additional special tax obligation bonds in an amount estimated at $1,380.4 million are expected to be issued to pay the balance of the cost of 

program commitments and fund reserves, if necessary. 
 
SOURCES:  Office of Policy and Management and Department of Transportation 
 

The annual projected issuances of special tax obligation bonds for any future fiscal year may vary from amounts expected to be 
required to fund program project commitments in each fiscal year.  This results primarily from estimates of the timing of the 
Department’s capital cash flow needs and because a portion of the special tax obligation bond proceeds in each fiscal year are 
expected to fund Reserve Accounts and issuance costs. 
 
Financial Controls 
  

The Infrastructure Program is administered by the Department and is subject to the standard control procedures of the State 
and the Department. 
 

In accordance with federal budgeting procedures, the Department has developed annual projections of federal aid for the 
next three years for the Infrastructure Program, consistent with other capital programs, and an annual program for implementing the 
Infrastructure Program in accordance with the availability of State and federal funds. 
 

The primary project control mechanisms within the Department are quarterly schedules for awarding construction 
contracts, monthly project status review meetings to coordinate the activities of various areas, and project cost controls to monitor 
cost estimates and expenditures against available funds. 
 

The following discussion outlines the manner in which the Department accounts for State and federal funds to insure the 
proper disbursement thereof. 
 

State Funds 
 

Following the allocation of funds by the State Bond Commission, subject to approval by the Governor of allotment thereof, 
work orders with respect to each project are prepared by the operational units of the Department and reviewed by the fiscal services 
office of the Department to insure that amounts requested are within the allocated amounts. 
 

If a project, or a portion of a project, is to be accomplished with Department staff, the staff is required to keep account of 
the time spent on each project and to fill out requisitions for materials and equipment used on such project.  Controls are in place and 
are designed to insure that payments are not authorized if the requested amount is in excess of that approved for the project. 
 

If the project is to be designed by an outside consultant, the selection process is in accordance with statutory requirements, 
and the cost is negotiated by the Department.  Proposed contracts are subject to review by the Office of Policy and Management and 
the Attorney General.  In addition, proposed contracts for projects other than highways are subject to review by the State Properties 
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Review Board.  Except in emergencies, construction contracts above a certain size are awarded as a result of sealed bids.  The 
Department is usually billed monthly by outside contractors and to insure proper progress of the project, Department liaisons make 
site checks.  The Department’s office of fiscal services must approve all outside bills and verify billed amounts against internal 
payment lists to insure that expenditures are within the amount of the contract.  The Comptroller, after review and upon a warrant to 
the Treasurer, then disburses the appropriate funds. 
 

Federal Funds  
 

The Department expects to receive approximately $10.3 billion in federal funds with respect to the Infrastructure Program 
projects that have been approved by the State Bond Commission.  An additional $281.1 million in federal funds is expected to be 
received for projects to be paid from approved State appropriations for the Department. 
 

Most of such federal funds are expected to be received from the Federal Highway Administration (the “FHWA”).  Upon 
notification from FHWA of the annual apportionment of federal highway funds, the Department provides FHWA with an annual 
program of projects.  The Department may update the program during the fiscal year, but requested changes must be approved by 
FHWA.  After FHWA approval is granted, a federal-aid receivable account is established by the Comptroller.  Once the State and 
federal funds are approved, a project initiation memorandum is circulated to notify the operating units within the Department that 
work on the project may commence.  The Department has an extensive cost accounting system for accumulating expenditures by 
project.  The Department bills the FHWA for the federal share of project costs every two weeks through the State’s integrated 
CORE-CT financial system which replaced the Concurrent Audit Billing System, an automated system which has been used to bill 
the FHWA since the early 1970’s.  Within a few days of such billing, reimbursement is received by the Department through an 
electronic transfer process.  The Department is in the process of transitioning to the State’s integrated CORE-CT financial system to 
bill FHWA. 
 

The Department also expects to receive project capital grants for the Infrastructure Program from the FTA and project 
capital grants for rail freight projects from the Federal Railroad Administration.  As with FHWA grants, all capital FTA billing 
requests also are processed through the Concurrent Audit Billing System, and has also transitioned to CORE-CT. 
 

In addition to processing reimbursement requests, the billing system has built-in controls to assure compliance with federal 
cost limits and other federal requirements.  The system also produces various reports, such as listings of all active projects and 
detailed summaries of expenditures. 
 

The Division of Internal Audits of the Department regularly monitors the billing system to verify the validity of 
reimbursement requests.  A primary purpose of the billing system audits is to maximize federal cost participation by identifying 
coding errors or other mistakes that misstate reimbursable costs and by insuring that corrective action is taken. 
 

Only federal transportation related operating assistance grants (currently none) are credited to the Special Transportation 
Fund.  Federal transportation related capital grants are credited to the Infrastructure Improvement Fund. 
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SUMMARY OF CERTAIN PROVISIONS OF THE SECOND LIEN INDENTURE 
 

The following statements are summaries of certain provisions of the Second Lien Indenture.  Such summary statements do 
not purport to be complete and are subject to and qualified in their entirety by reference to the Second Lien Indenture. 
 
Definitions 
 

The following are definitions of certain terms used in the Second Lien Indenture. 
 

“Accountant” means the independent accountant or firm of independent accountants appointed by the State pursuant to Section 7.4 
of the Second Lien Indenture. 
 
“Act” means collectively, Chapter 243 of the Connecticut General Statutes, Special Act No. 84-52 and any other action of 

the General Assembly of the State, authorizing Senior Bonds to be issued under the Senior Indenture or Second Lien Bonds to be 
issued under the Second Lien Indenture, as the same may be amended from time to time. 

 
“Amortization Requirement” for any period (as applied to term bonds issued under the provisions of Sections 2.2 and 2.3 of 

the Second Lien Indenture), means the respective amount of principal of term bonds to be amortized in such period with respect to 
such Second Lien Bonds as fixed by resolution of the State Bond Commission prior to the delivery of such Second Lien Bonds.  
Such Amortization Requirement shall be accrued ratably over the period for which such Amortization Requirement was fixed, and 
the Amortization Requirement on term bonds of any series accruing for any period other than that for which the State Bond 
Commission shall have fixed an Amortization Requirement shall be the total of the Amortization Requirement for term bonds of 
such series accruing in such period.  The aggregate amount of such Amortization Requirements for the term bonds of any series shall 
be equal to the principal amount of the term bonds of such series.  The Amortization Requirements for the term bonds of any series 
shall begin in such year as the State Bond Commission shall determine and shall not end later than the year immediately preceding 
the maturity of such term bonds. 

 
“Base Interest Rate” means, with respect to any series of Second Lien Notes or Second Lien Bonds bearing interest at a 

variable rate, the average interest rate borne by such series of Second Lien Notes or Second Lien Bonds for the twelve full calendar 
months (or such lesser number of full calendar months as such series of Second Lien Notes or Second Lien Bonds shall be 
outstanding) preceding the date of calculation. 
 

“Credit Facility” means a credit facility, the costs of which constitute Debt Service Requirements.  The Standby Bond Purchase 
Agreement is a Credit Facility. 
 

“Debt Service Requirements” means for any period, the sum of (A) the principal and interest accruing during such period 
with respect to Second Lien Bonds, the interest accruing during such period with respect to Second Lien Notes and the unrefunded 
principal accruing during such period with respect to Second Lien Notes, (B) the purchase price of Second Lien Bonds and Second 
Lien Notes which are subject to purchase or redemption at the option of the holder of such Second Lien Bond or Second Lien Note, 
(C) the amounts, if any, required during such period to establish or maintain the funds or accounts existing under the Second Lien 
Indenture at the respective levels required to be established or maintained as provided in the Second Lien Indenture, (D) expenses of 
issuance and administration with respect to Second Lien Bonds and Second Lien Notes, as determined by the State Treasury, (E) the 
amounts, if any, becoming due and payable under a reimbursement agreement or similar agreement entered into pursuant to the 
proceeding authorizing the issuance of Second Lien Bonds or Second Lien Notes and (F) any other costs or expenses deemed by the 
State Treasurer to be necessary or proper to be paid in connection with the Second Lien Bonds and Second Lien Notes, including, 
without limitation, the cost of any credit facility, including but not limited to a letter of credit or policy of bond insurance, issued by 
a financial institution pursuant to an agreement approved by the proceedings authorizing the issuance of Second Lien Bonds or 
Second Lien Notes. 
 

“Debt Service Reserve Requirement” means an amount equal to (A) the maximum for the current or any succeeding Fiscal 
Year, of the sum of (i) “Principal and Interest Requirements on Senior Bonds” under the Senior Indenture and (ii) Principal and 
Interest Requirements on Second Lien Bonds under the Second Lien Indenture for such Fiscal Year, less (B) the amount on deposit 
in the “Reserve Account” established under the Senior Indenture.  For purposes of this definition only, Principal and Interest 
Requirements on Second Lien Bonds for Second Lien Bonds bearing interest at a variable rate shall be established or reestablished 
(i) at the date of issuance of such Second Lien Bonds on the basis of the initial interest rate borne by such Second Lien Bonds, (ii) at 
the date a Qualified Swap is entered into with respect to such Second Lien Bonds on the basis of the fixed rate payable by the State 
under such Qualified Swap, (iii) at the date a Qualified Swap is no longer in effect with respect to such Second Lien Bonds on the 
basis of the Base Interest Rate for such Second Lien Bonds, and shall remain in effect until so reestablished, and shall otherwise not 
be recalculated from time to time. 
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“Fiscal Year” means the fiscal year of the State, as it may be established by the State from time to time and initially beginning on 
July 1 and ending June 30 in each year. 
 

“Infrastructure Improvement Fund” means the Infrastructure Improvement Fund of the State, as provided in Section 5.8 of the 
Second Lien Indenture. 
 

“Interest Requirements on Second Lien Notes,” for any period means the sum of (i) the amount required to pay interest on 
all Notes which is payable in such period, plus (ii) the amount required to be paid pursuant to any reimbursement agreement entered 
into with respect to a credit facility providing for payment of the principal of Second Lien Notes.  In computing the interest payable 
in providing any future period on any Second Lien Notes bearing interest at a variable rate, the interest shall be calculated on the 
basis of the initial interest rate for such Second Lien Notes. 
 

“Pledged Revenues” means the taxes, fees, charges and other receipts of the State credited to the Special Transportation Fund 
pursuant to Section 13b-61 of the General Statutes of the State, as amended from time to time. 
 

“Principal and Interest Requirements on Second Lien Bonds,” for any period, as applied to Second Lien Bonds of any 
series, means the sum of: 
 

(i)  the amount of interest payable on all Second Lien Bonds of such series within such period; plus 
 

(ii)  the amount of principal payable within such period with respect to all serial bonds of such series then outstanding; plus 
 

(iii)  the Amortization Requirement established for the term bonds of such series for a period ending within such period; 
plus 
 

(iv)  any other amortization or accrual of interest, original issue discount or principal with respect to Second Lien Bonds of 
such series required to be made for such period pursuant to the proceedings authorizing Second Lien Bonds of such series; plus 
 

(v)  the amount accruing with respect to principal and interest pursuant to any reimbursement agreement entered into with 
respect to a credit facility providing for payment of the principal, purchase price, or interest on Second Lien Bonds. 
 

In computing Principal and Interest Requirements on Second Lien Bonds for any period for the Second Lien Bonds of any 
series, the Trustee shall assume that an amount of the term bonds (if any) of such series equal to the Amortization Requirement for 
the term bonds of such series for such period will be retired by purchase or redemption on or before the last day of such period.  If 
any amount is or has been included for any period under clause (iv) above, such amount shall not be included under clause (i), (ii), 
or (iii) above for any subsequent period.  In computing the interest payable in any future period on any Second Lien Bond bearing 
interest at a variable rate the interest shall be calculated on the basis of the Base Interest Rate of such Second Lien Bond except that 
if the State shall have entered into one or more Qualified Swaps with respect to such series of Second Lien Bonds for such period, 
then the Second Lien Bonds of such series in a principal amount equal to the Swap Amount shall be treated for purposes of this 
definition as bearing interest for such period at the fixed rate payable by the State under such Qualified Swap. 
 

“Principal and Interest Requirements on Senior Bonds” for any period, shall mean the “Principal and Interest Requirements 
on Senior Bonds,” as defined in the Senior Indenture, with respect to all Senior Bonds. 
 

“Qualified Swap” shall mean any financial arrangement (i) that is entered into by the State with an entity that is a Qualified 
Swap Provider at the time the arrangement is entered into; (ii) which provides that the State shall pay to such entity an amount based 
on the interest accruing at a fixed rate on an amount (the “Swap Amount”) equal to all or part of the outstanding principal amount of 
a series of Second Lien Bonds issued hereunder, and that such entity shall pay to the State an amount based on the interest accruing 
on such principal amount at a variable rate of interest computed according to a formula set forth in such arrangement (which need 
not be the same as the actual rate of interest borne by such series of Second Lien Bonds), or that one shall pay to the other any net 
amounts due under such arrangement; and (iii) which has been designated in writing to the Trustee by an Authorized Officer as a 
Qualified Swap with respect to a series of Second Lien Bonds. 
 

“Qualified Swap Provider” shall mean a financial institution whose long term debt obligations, or whose obligations under 
a Qualified Swap are guaranteed by a financial institution whose long term debt obligations, are rated at least as high by at least two 
nationally recognized rating agencies as the greater of (i) the State’s general obligation debt and (ii) A3, in the case of Moody’s 
Investors Service; A-, in the case of Standard & Poor’s Corporation, or the equivalent thereto in the case of any other rating agency. 
 

“Refunding Bonds” means any one or more series of Second Lien Bonds authorized and issued by the State pursuant to 
Section 2.3 of the Second Lien Indenture. 
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“Second Lien Bond” means any bond issued pursuant to the Second Lien Indenture. 
 
“Second Lien Note” means any note issued in anticipation of Second Lien Bonds pursuant to Section 2.4 of the Second Lien 

Indenture, including any renewal and replacement Second Lien Notes. 
 
“Senior Bond” means any bond issued pursuant to the Senior Indenture. 
 
“Senior Note” means any note issued in anticipation of Senior Bonds pursuant to Section 2.6 of the Senior Indenture, including any 

renewal and replacement Senior Notes. 
 
“Special Transportation Fund” means the Special Transportation Fund of the State created under Section 1 of Public Act No. 83-30 

of the State, as amended. 
 
“Supplemental Indenture” means any indenture entered into by the Trustee and the State pursuant to and in compliance with the 

provisions of Article X of the Second Lien Indenture providing for the issuance of Additional Bonds or Refunding Bonds, and also means 
any other indenture between the same parties entered into pursuant to and in compliance with the provisions of Article X of the Second Lien 
Indenture amending or supplementing the provisions of the Second Lien Indenture as originally executed or as theretofore amended or 
supplemented. 

 
“Trustee” means U.S. Bank National Association successor to The Connecticut National Bank, original trustee, and its successor or 

successors hereafter appointed in the manner provided in the Second Lien Indenture. 
 
Pledge of Trust Estate 

 
To secure the payment of the Debt Service Requirements on the Second Lien Bonds and Senior Notes, and all other amounts due in 

connection therewith, including the obligation to make payments to the provider of a Credit Facility or Qualified Swap, and the performance 
and observance by the State of all the covenants expressed or implied in the Second Lien Indenture and in the Second Lien Bonds and 
Second Lien Notes and any Credit Facility or Qualified Swap, the State, in the Second Lien Indenture, has granted to the Trustee a junior call 
on Pledged Revenues as they are received by the State and credited to the Special Transportation Fund, and has granted to the Trustee a junior 
lien upon and a security interest in (1) any and all amounts held to the credit of the Special Transportation Fund from time to time, exclusive 
of amounts held to the credit of such Special Transportation Fund which represent (a) amounts borrowed by the Treasurer of the State in 
anticipation of revenues pursuant to Section 3-16 of the General Statutes of Connecticut, and (b) transportation related federal revenues of the 
State, and (2) any and all amounts held by the Trustee to the credit of any fund or account created under the Second Lien Indenture 
(collectively, the “Trust Estate”).   

 
The call upon Pledged Revenues and the lien on and pledge of the Special Transportation Fund under the Act and the Second Lien 

Indenture for the benefit of the holders of Second Lien Bonds is subject and junior to the senior call and lien thereon under the Act and the 
Senior Indenture for the benefit of the holders of Senior Bonds and other Senior Obligations secured on a parity with the obligations to the 
holders of Senior Bonds as provided in the Senior Indenture.  

 
Each Second Lien Bond shall be equally and ratably secured under the Second Lien Indenture by the assignments, pledges and 

charges made or created in the Second Lien Indenture of or on the properties of the Trust Estate for the payment and security of the Second 
Lien Bonds and amounts due in connection with any Credit Facility and any Qualified Swap and by a co-equal lien thereon, with respect to 
all other Second Lien Bonds.  The pledges, liens, charges and assignments to the Trustee of the Trust Estate made in the Second Lien 
Indenture are to be valid and binding from the time of the delivery of and payment for the first series of Second Lien Bonds issued under the 
Second Lien Indenture and the moneys representing the Pledged Revenues and other receipts, funds or moneys so pledged received by the 
State are to be subject immediately to the lien of such pledge, upon receipt thereof by the State or the Trustee or a Paying Agent under the 
Second Lien Indenture without any physical delivery thereof or further act. 

 
The Second Lien Bonds and Second Lien Notes are special obligations of the State and are not payable from nor charged upon any 

funds other than the Pledged Revenues or other receipts, funds or moneys pledged therefor pursuant to the Act and the Second Lien 
Indenture.  Neither the State nor any political subdivision thereof is subject to any liability on the Second Lien Bonds and Second Lien Notes 
except to the extent of the Pledged Revenues or other receipts, funds and moneys pledged under the Act and the Second Lien Indenture to 
secure the same.  See “Nature of Obligation-State General Taxing Power Not Pledged” above. 

 
Funds and Accounts 
 

Under the Second Lien Indenture, the following funds and accounts are to be administered as follows: 
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1. Special Transportation Fund.  After satisfaction of the monthly payments required to meet Debt Service Requirements (as 
defined below in the section entitled “Summary of Certain Provisions of the Senior Indenture”) for the Senior Bonds and Senior Notes as set 
forth in the Senior Indenture and any other transfers required to meet any other Senior Obligations, the State shall withdraw from the moneys 
held by it to the credit of the Special Transportation Fund, and deposit  to the credit of the following accounts or subaccounts held by the 
Trustee under the Second Lien Indenture for the benefit of the owners of Second Lien Bonds and Notes and other Second Lien Obligations, 
the following sums: 

 
(a) to the credit of the Bond Service Sub-Account, Note Repayment Account and Redemption Sub-Account, 

respectively, established under the Second Lien Indenture, such amounts thereof, if any (or the entire sum so withdrawn if less than 
the required amount, in which case such sum shall be allocated among the purposes set forth in this subparagraph on a pro rata 
basis), as, may be required (i) to pay Debt Service Requirements (other than Amortization Requirements) with respect to Second 
Lien Bonds, and any amounts owing under any Qualified Swap and any reimbursement agreement entered into with respect to a 
Credit Facility providing for payment of principal, purchase price or interest on Second Lien Bonds, (ii) to make the amount then 
held to the credit of the Note Repayment Account held for payment of interest equal to the unpaid interest payable on Second Lien 
Notes and interest payable pursuant to any reimbursement agreement entered into with respect to a Credit Facility providing for 
payment of the principal of Second Lien Notes, and (iii) to make the amount then held to the credit of the Redemption Sub-Account 
equal to the aggregate Amortization Requirements, if any; and  

 
(b) to the credit of the Reserve Account for the Second Lien Bonds established under the Second Lien Indenture, from 

time to time, but at least monthly, out of any balance remaining after making the deposits under (a) above (or the entire balance if 
less than the required amount), the lesser of:  (i) the amount, if any, necessary to maintain such Reserve Account at the Debt Service 
Reserve Requirement or (ii) one-twelfth of the Debt Service Reserve Requirement, or (iii) if a shortfall arises because of an increase 
in the Debt Service Reserve Requirement arising out of a reestablishment of Principal and Interest Requirements in respect of a 
series of Second Lien Bonds bearing interest at a variable rate, one-twelfth of such increase. 

 
Unless an earlier time is specified in the supplemental indenture, any Credit Facility reimbursement agreement  or any 

Qualified Swap entered into with respect to a series of Second Lien Bonds, the deposits described under (a) above shall be made at 
the time such funds are required to be applied by the Trustee to the purposes specified.  

 
To the extent not required from time to time for the foregoing purposes, amounts held to the credit of the Special Transportation 

Fund may be used by the State for any proper purpose, including deposits to the Unrefunded Note Sub-Account established under the Second 
Lien Indenture from time to time. 

 
2. Note Repayment Account.  Proceeds of Additional Bonds, proceeds of renewal or replacement Second Lien Notes issued 

pursuant to the Second Lien Indenture and deposits  described above under the heading “Special Transportation Fund” shall be deposited by 
the Trustee to the credit of the Note Repayment Account established under the Second Lien Indenture in the amounts specified in Sections 
2.4(a) and 2.2(c) of the Second Lien Indenture.  Moneys held to the credit of the Note Repayment Account are to be used by the Trustee for 
the purpose of paying the interest on outstanding Second Lien Notes, interest pursuant to any reimbursement agreement entered into with 
respect to a credit facility for the payment of principal of Second Lien Notes, and principal on refunded Second Lien Notes.  Upon such 
deposit to the credit of the Note Repayment Account of amounts to refund Second Lien Notes, the principal of Second Lien Notes in respect 
of which such deposit is made shall be deemed refunded, and until such a deposit is made to the credit of the Note Repayment Account in 
respect of a Second Lien Note the principal of such Second Lien Note shall be deemed for purposes of the Second Lien Indenture to be 
unrefunded.  Any moneys remaining in the Note Repayment Account after the last maturity date of such outstanding Second Lien Notes in 
excess of the amount of principal due and payable thereon are to be transferred to the credit of the Special Transportation Fund.  All proceeds 
realized from the investment of moneys held to the credit of the Note Repayment Account are to remain therein.  

 
3. Debt Service Account.  Within the Debt Service Account established under the Second Lien Indenture are three separate 

sub-accounts known as the “Bond Service Sub-Account,” the “Redemption Sub-Account” and the “Unrefunded Note Sub-Account.” 
Moneys held to the credit of the Bond Service Sub-Account, the Redemption Sub-Account, and the Unrefunded Note Sub-Account are to be 
held in trust and disbursed by the Trustee, as more particularly described below, for (a) the payment of the interest on Second Lien Bonds as 
such interest becomes due, (b) the payment of principal on Second Lien Bonds at their respective maturities, (c) the payment of the purchase 
or redemption price of the Second Lien Bonds before maturity, (d) the payment of the unrefunded principal on Second Lien Notes at their 
respective maturities, or (e) the payment of principal and interest pursuant to any reimbursement agreement or other agreement entered into 
with respect to a Credit Facility or Qualified Swap, and under the Second Lien Indenture such moneys are pledged to and charged with such 
payments as follows:    

 
a. Bond Service Sub-Account.  In addition to other deposits to the Bond Service Sub-Account, the Trustee shall deposit 

thereto any amounts received from any provider of a Qualified Swap.  The Trustee, from time to time as required, is to withdraw from the 
Bond Service Sub-Account and, if necessary, from the Reserve Account and the Unrefunded Note Sub-Account, and is to deposit in trust 
with the Paying Agent sufficient moneys for paying the principal of and the interest on the Second Lien Bonds as the same shall become due, 
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and shall pay principal and interest pursuant to any reimbursement agreement entered into with respect to any Credit Facility or any amount 
due to the provider of a Qualified Swap.  To the extent moneys on deposit in the Bond Service Sub-Account are not then required for such 
purpose, at the written direction of the State, the Trustee is to withdraw moneys from the Bond Service Sub-Account and deposit said moneys 
to the credit of the Special Transportation Fund.  Accrued interest deposited to the Bond Service Sub-Account on the sale of Second Lien 
Bonds may be used to pay costs of issuance of such Second Lien Bonds as directed by the Treasurer. 

 
b. Redemption Sub-Account.  Moneys held to the credit of the Redemption Sub-Account are to be applied to the retirement 

of Second Lien Bonds issued under the provisions of the Second Lien Indenture as follows:    
 
(1) Subject to the provisions of (3) below, the Trustee is to endeavor to purchase Second Lien Bonds secured by the Second 

Lien Indenture and then outstanding, whether or not such Second Lien Bonds are subject to redemption, at the most advantageous price 
obtainable with reasonable diligence, having regard to the interest rate and price, such price, including brokerage expenses, not to exceed the 
principal of such Second Lien Bonds plus the amount of the premium, if any, which would be payable on the next redemption date to the 
holders of such Second Lien Bonds under the provisions of Article IV of the Second Lien Indenture if such Second Lien Bonds should be 
called for redemption on such date.  The Trustee is to pay the interest accrued on such Second Lien Bonds to the date of delivery thereof from 
the Bond Service Sub-Account and the purchase price from the Redemption Sub-Account, but no such purchase shall be made within the 
period of forty-five (45) days next preceding any interest payment date on which such Second Lien Bonds are subject to call for redemption 
under the provisions of the Second Lien Indenture except from moneys in excess of the amounts set aside or deposited for the redemption of 
Second Lien Bonds. 

 
(2) Subject to the provisions of (3) below, the Trustee is to call for redemption on each interest payment date on which Second 

Lien Bonds are subject to redemption from moneys in the Debt Service Account such amount of Second Lien Bonds then subject to 
redemption as, with the redemption premium, if any, will exhaust the Redemption Sub-Account as nearly as may be; provided, however, that 
not less than $100,000 in principal amount of Second Lien Bonds are to be called for redemption at any one time.  Such redemption is to be 
made pursuant to Article IV of the Second Lien Indenture.  Not less than five days before the redemption date the Trustee shall withdraw 
from the Bond Service Sub-Account and from the Redemption Sub-Account and set aside in separate accounts on deposit with the Paying 
Agents the respective amounts required for paying the interest on the Second Lien Bonds so called for redemption and the principal of, and 
the premium on, such Second Lien Bonds. 

 
(3) Moneys in the Redemption Sub-Account are to be applied to the purchase or redemption of Second Lien Bonds in 

the following order:  (a) term bonds of each series, if any, issued under the Second Lien Indenture, in the order of maturity as the 
State shall determine, to the extent of the Amortization Requirement, if any, fixed for the then current period for such term bonds and 
any deficiency in preceding periods in the purchase or redemption of such term bonds; provided, however, that if none of the term 
bonds of a series is subject to redemption from moneys in the Debt Service Account and if the Trustee is at any time unable to 
exhaust the moneys applicable to the Second Lien Bonds of such series in the purchase of such Bonds, such moneys or the balance 
of such moneys, as the case may be, is to be retained and, as soon as feasible, applied to the retirement of the Second Lien Bonds of 
such series; (b) to the purchase of any Second Lien Bonds secured by the Second Lien Indenture and then outstanding whether or not 
such Second Lien Bonds are subject to redemption; (c) to the redemption of the term bonds of each series in proportion (as nearly as 
practicable) to the aggregate principal amount of the Second Lien Bonds of such series originally issued; and (d) after the retirement 
of all term bonds, to the redemption of the serial bonds issued under the provisions of the Second Lien Indenture in the manner 
provided therein or in the supplemental indenture providing for the issuance of such serial bonds, and to the extent that serial bonds 
of different series mature on the same date, in proportion (as nearly as practicable) to the principal amount of each series maturing 
on such date.  If a Credit Facility shall have been drawn upon to make any of the payments called for in clauses (a), (b), (c) or (d), 
then the Trustee shall apply moneys in the Redemption Sub-Account to any reimbursement obligations under the Credit Facility 
arising thereby. 

 
c. Unrefunded Note Sub-Account.  The State shall withdraw from moneys held by it to the credit of the Special 

Transportation Fund and deposit with the Trustee to the credit of the Unrefunded Note Sub-Account any and all amounts required from time 
to time to pay unrefunded principal of Second Lien Notes becoming due and payable; provided, however, that no such withdrawal and credit 
shall be made unless all amounts required to be deposited by the State to the Debt Service, Reserve and Note Repayment Accounts have been 
so deposited.  Moneys held to the credit to the Unrefunded Note Sub-Account will be used by the Trustee for the purpose of paying the 
unrefunded principal on outstanding Second Lien Notes becoming due and payable from time to time; provided, however, that no such 
application shall be made unless all amounts required to be deposited by the State to the Debt Service, Reserve and Note Repayment 
Accounts have been so deposited.  Any moneys remaining in the Unrefunded Note Sub-Account after the last maturity date of outstanding 
Second Lien Notes will be transferred to the credit of the Special Transportation Fund. 

 
4. Reserve Account.  Moneys held to the credit of the Reserve Account established under the Second Lien Indenture are to be 

used for the purpose of paying the principal and interest on the Second Lien Bonds and meeting the Amortization Requirements for any term 
bonds whenever and to the extent that the moneys held to the credit of the Bond Service Sub-Account and the Redemption Sub-Account, 
respectively, are insufficient for such purposes.  Moneys held to the credit of the Reserve Account shall also be used for the purpose of 
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making any reimbursement payment required pursuant to any bond of insurance or indemnity established under the Second Lien Indenture.  
To the extent that moneys held to the credit of the Reserve Account exceed the Debt Service Reserve Requirement, the Trustee shall 
withdraw such excess from the Reserve Account and deposit it with the State to the credit of the Special Transportation Fund.  To the extent 
necessary to comply with Section 7.6 of the Second Lien Indenture, if at any time the moneys held for the credit of the Reserve Account (as 
calculated pursuant to the Second Lien Indenture) exceed 10% of the original proceeds of the Second Lien Bonds, then at the option of the 
State Treasurer either such excess is to be withdrawn by the Trustee from the Reserve Account and deposited to the credit of the Special 
Transportation Fund, or invested at restricted yield. 

 
In lieu of any deposit required to be made to the Reserve Account by the terms of any provisions of the Second Lien Indenture, the 

State will be entitled to substitute a bond of insurance or indemnity in favor of the Trustee in like amount and issued by an insurer under the 
supervision of an agency of the United States or any State whose outstanding bonds of insurance or indemnity are rated “AA” or better by a 
nationally recognized rating agency at the time of issuance of such bonds of insurance or indemnity. 

 
5. Infrastructure Improvement Fund.  The proceeds of Second Lien Bonds and Second Lien Notes, to the extent required by 

the Second Lien Indenture, are to be deposited in this fund held and administered by the State.  The moneys so deposited are to be applied by 
the State to the purposes for which the Bonds giving rise to such deposits were issued, as provided by applicable law and, pending such 
application, are not to be subject to any lien or pledge in favor of the holders of Second Lien Bonds. 

 
Application of Proceeds of Bonds and Notes 
 
 Issuance of Second Lien Bonds.  From the net proceeds of the sale of the Second Lien Bonds received by or on behalf of the State, 
including the interest accrued thereon from the date thereof to the date of delivery thereof and payment therefor, and after any permitted 
payment of issuance costs, there will be deposited: 

 
(a) to the credit of the Note Repayment Account an amount sufficient, when adjusted for investment earnings, and taking into 

account any other funds available or to be available for such purpose, to pay, when due, the principal and interest on all Second Lien Notes 
then outstanding and issued in anticipation of such Second Lien Bonds; 

 
(b) to the credit of the Reserve Account that amount, if any, which when added to the amount then held for the credit of the 

Reserve Account, will make the total amount held for the credit of the Reserve Account equal to the Debt Service Reserve Requirement; 
 
(c) with the Treasurer, an amount sufficient, when adjusted for investment earnings, and taking into account any other funds 

available or to be available for such purpose, to pay, when due, the principal and interest on general obligation bonds of the State issued for 
transportation purposes, for the refunding of which such Second Lien Bonds were issued; 

 
(d) to the credit of such other funds or accounts, such deposits or credits, if any, as shall be specified in the supplemental 

indenture providing for the issuance of such series of Second Lien Bonds; and 
 
(e) any balance of such proceeds to the credit of the Infrastructure Improvement Fund. 
 
 The amount received as accrued interest is to be deposited to the credit of the Bond Service Sub-Account.  
 
Issuance of Second Lien Notes and Application of Second Lien Note Proceeds.  The Second Lien Indenture authorizes the issuance 

of one or more series of Second Lien Notes to provide temporary financing for transportation purposes pending the issuance of Second Lien 
Bonds.  No Second Lien Notes shall be issued (i) unless the Second Lien Bonds in anticipation of which they are to be issued have been duly 
authorized in accordance with the Act and the Second Lien Indenture, and (ii) if the aggregate principal amount of all Second Lien Notes then 
outstanding and to be issued exceeds $50,000,000, unless, as of the date of issuance of such Second Lien Notes, the State could have issued 
under the terms of the Second Lien Indenture an equivalent aggregate principal amount of serial bonds, maturing in equal annual installments 
of principal and interest, the last installment of which shall be due not later than 30 years after such date, and bearing interest at such rate as 
the State shall determine in its best judgment to be equivalent to the average interest rate which would have been paid had such Second Lien 
Bonds been issued at such time. 

 
Said Second Lien Notes shall be special obligations of the State payable solely from the proceeds of the Second Lien Bonds issued 

under the Second Lien Indenture and, to the extent provided in the Second Lien Indenture or deemed necessary or desirable by the State, 
from the Special Transportation Fund.  Any obligation of the State to pay the unrefunded principal of Second Lien Notes, including for this 
purpose any obligation of the State under a reimbursement agreement entered into in connection with a credit facility providing for payment 
of the unrefunded principal of Second Lien Notes, shall be subordinate to any obligation of the State to pay Debt Service Requirements with 
respect to Senior Bonds and Second Lien Bonds or any Debt Service Requirements with respect to Second Lien Notes other than Debt 
Service Requirements relating to unrefunded principal of Second Lien Notes or to obligations under a credit facility for the payment of such 
unrefunded principal.  The Second Lien Indenture further provides that the State may not enter into any contract with any Second Lien 
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Noteholder inconsistent with the terms of the Second Lien Indenture.  The full faith and credit of the State will not be pledged to the 
repayment of such Second Lien Notes and the State will not be obligated to make appropriations from its general fund for the repayment of 
such Second Lien Notes.  Such Second Lien Notes may be renewed and refunded from time to time as may be determined by the State 
Treasurer.  Said Second Lien Notes may be made redeemable.  The proceeds of the sale of any issue of Second Lien Notes are to be applied 
as follows: 

 
(a) There will be deposited to the credit of the Note Repayment Account an amount sufficient, when adjusted for investment 

earnings as provided below, and taking into account any other funds available or to be available for such purpose, to pay when due, the 
principal of and the interest on all Second Lien Notes then outstanding which are to be renewed or refunded by the present issue.  Any deposit 
made to the Note Repayment Account pursuant to this paragraph shall be adjusted to take into account the income, if any, which may be 
earned from investment of said deposit between the date of deposit and the maturity date of the Second Lien Notes then outstanding which 
are to be renewed or refunded. 

 
(b) There will be made such other deposits or credits, if any, as specified in the proceedings under which such Second Lien 

Notes are issued. 
 
(c) The balance of said proceeds will be deposited to the credit of the Infrastructure Improvement Fund. 

 
Depositories of Moneys/Investments 
 

All moneys held by the State under the provisions of the Second Lien Indenture are to be deposited in the name of the State in one 
or more funds and accounts with such depository or depositories as the State Treasurer shall designate, except that the Note Repayment 
Account, the Debt Service Account and the Reserve Account are to be held only by the Trustee.  All moneys deposited under the provisions 
of the Second Lien Indenture with any depository, or held in a special trust fund prior to payment to the Trustee as aforesaid, are to be trust 
funds under the terms of the Second Lien Indenture and are not to the full extent permitted by law to be subject to any lien or attachment by 
any creditor of the State.  Such moneys are to be held in trust and applied in accordance with the terms of the Second Lien Indenture. 

 
Moneys on deposit in the Note Repayment Account, the Debt Service Account, and the Reserve Account and the sub-accounts in 

such accounts are to be invested and reinvested by the Trustee, at the direction of the State, to the extent reasonable and practicable in 
Investment Securities maturing in the amounts and at the times as determined by the State so that the payment required to be made from such 
funds and accounts may be made when due.  

 
Investment Securities include (i) such obligations, securities and investments as are set forth in subsection (f) of Section 

3-20 of the Connecticut General Statutes, as the same may be amended from time to time, and (ii) participation certificates in the 
short-term investment fund created and existing under Section 3-27a of the Connecticut General Statutes as amended.  

 
Subordinate Obligations 
 

Nothing contained in the Second Lien Indenture shall prohibit or prevent, or be deemed or construed to prohibit or prevent, the State 
from issuing bonds, notes, certificates, warrants or other evidences of indebtedness for any use or purpose of the State payable as to principal 
and interest from the Special Transportation Fund subject and subordinate to the deposits and credits required to be made to the Debt Service 
Account, Note Repayment Account or the Reserve Account established under the Second Lien Indenture or from securing such bonds, notes, 
certificates, warrants or other evidences of indebtedness and the payment thereof by a call upon the Pledged Revenues and a lien on and 
pledge of the Special Transportation Fund junior and inferior to the call on the Pledged Revenues and to the lien on and pledge of the Special 
Transportation Fund created in the Second Lien Indenture for the payment and security of the Second Lien Bonds. 
 
Covenants 

 
The State covenants with the purchasers and holders of all Second Lien Bonds, among other things: 
 
(1) Amount of Pledged Revenues.  To impose, charge, raise, levy, collect and apply the Pledged Revenues and other receipts, 

funds or moneys pledged for the payment of Debt Service Requirements, in such amounts as may be necessary to pay such Debt Service 
Requirements in each year in which Second Lien Bonds or Second Lien Notes are outstanding; 

 
(2) Coverage Requirements.  To provide Pledged Revenues and other receipts, funds or moneys pledged under the Second 

Lien Indenture in each Fiscal Year beginning in the first full Fiscal Year after the issuance of Second Lien Bonds or Second Lien Notes, after 
deducting payments out of such revenues for reserves required under the Second Lien Indenture, computed as of the final business day of 
such Fiscal Year, in an amount equal to at least two (2) times the aggregate Principal and Interest Requirements on all Senior Bonds 
outstanding in such Fiscal Year, Principal and Interest Requirements on all Second Lien Bonds outstanding in such Fiscal Year and the 
Interest Requirements on Second Lien Notes in such Fiscal Year. 
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(3) Prior Call on Pledged Revenues.  (a)  Unless at such time any and all amounts required to be paid from the Special 

Transportation Fund to the Trustee, provider of a Credit Facility or Qualified Swap or any holder of Second Lien Bonds pursuant to the terms 
of the Second Lien Indenture shall have been made, the State will not make any payments from the Special Transportation Fund on account 
of any obligation whatsoever other than the Senior Bonds, Second Lien Bonds and Second Lien Notes, except from amounts held to the 
credit of the Special Transportation Fund which represent amounts borrowed by the Treasurer of the State in anticipation of revenues 
pursuant to Section 3-16 of the Connecticut General Statutes or from transportation related federal revenues of the State once such revenues 
are credited to the Special Transportation Fund.  If at any time any such amounts required to be paid to the Trustee for the Second Lien Bonds 
have not been so paid, the Trustee is entitled to notify the Treasurer that such amounts are accrued and unpaid, whereupon any Pledged 
Revenues received by the State and credited to the Special Transportation Fund will be paid by the Treasurer forthwith to the trustee for the 
Senior Bonds to the extent of any moneys then owed in respect of Senior Bonds, and thereafter to the Trustee, and will not be diverted to any 
other purpose, until such accrued and unpaid amounts have been paid in full. 

 
(b) At all times to do and perform all acts and things permitted by law and necessary to assure that the Pledged Revenues 

received by the State and credited to the Special Transportation Fund are applied first to the payment of Debt Service Requirements, 
including, but not limited to, procedures for immediate segregation of Pledged Revenues, upon collection, from other cash receipts of the 
State, if and to the extent requested by the Trustee or required by any supplemental indenture. 

 
(4) Payment of Principal of and Premium and Interest on Second Lien Bonds.  To duly and punctually pay, or cause to be 

paid, but solely from the Pledged Revenues and other receipts, funds or moneys pledged under the Second Lien Indenture, the principal of 
and interest and premium, if any, on each and every Second Lien Note and Second Lien Bond at the place, on the dates and in the manner 
provided in the Second Lien Indenture and in such Second Lien Notes and Second Lien Bonds according to the true intent and meaning of 
such Second Lien Notes and Second Lien Bonds and the Second Lien Indenture. 

 
(5) Books and Accounts; Audits.  To maintain and keep (or cause to be maintained and kept) proper books, records and 

accounts in which complete and correct entries shall be made of all dealings and transactions relating to the Special Transportation Fund and 
the Infrastructure Improvement Fund.  Such accounts are to show the amount of Pledged Revenues available for the purposes of the Second 
Lien Indenture and the application of such Pledged Revenues and amounts in the Infrastructure Improvement Fund to the purposes specified 
in the Second Lien Indenture and the Act. 

 
The State is to prepare balance sheets and statements of revenues, expenditures and changes in fund balances for each of the above 

specified funds and is to cause the Special Transportation Fund to be audited by the Accountant, with such restrictions on audit procedures 
performed by the Accountant with respect to operating expenses and program costs of the Department as the State may request, provided the 
State shall cause such operating expenses and program costs to be subject to the customary audit procedures of the State Auditor.  Such 
Accountant is to be selected with special reference to his general knowledge, skill and experience in auditing books and accounts.  Such audit 
is to be made annually and the audit report of the Accountant is to be delivered to the State within 120 days after the close of each Fiscal Year.  
A copy of each such annual audit is to be open for public inspection, and is to be mailed to any holder of Second Lien Bonds filing with the 
State Treasurer a request for the same.  The Trustee is to cooperate fully with the Accountant in completing such audit, and is to make 
available all books and accounts in its possession pertaining to the Second Lien Bonds for this purpose. 

 
At the time of delivery of each audit report, the Accountant is also to deliver to the Trustee and the State a letter as to compliance 

with the coverage covenant described in (2) above. 
 
(6) Prosecution and Defense of Suits.  To defend, or cause to be defended, against every suit, action or proceeding at any time 

brought against any Bondholder by a person other than the State upon any claim arising out of the receipt, application or disbursement of any 
of the Pledged Revenues or any other moneys received, applied or disbursed under the Second Lien Indenture, or involving the rights of any 
holder of Second Lien Bonds under the Second Lien Indenture and to indemnify and save harmless all holders of Second Lien Bonds against 
any and all liability claimed or asserted by any person whomsoever, arising out of such receipt, application or disbursement or involving the 
Pledged Revenues; provided, however, that any such holder at his election may appear in and defend any suit, action or proceeding.  This 
covenant is to remain in full force and effect even though the Second Lien Bonds are no longer outstanding and all indebtedness and 
obligations secured by the Second Lien Indenture may have been fully paid and satisfied and the lien, pledge and charge of the Second Lien 
Indenture may have been released and discharged. 

 
(7) Federal Taxation.  To at all times do and perform all acts and things permitted by law and necessary or desirable in order 

to assure that interest paid on the Second Lien Notes and Second Lien Bonds, for the purposes of Federal income taxation, be excludable 
from the gross income of the recipients thereof and exempt from such taxation and not permit at any time any of the proceeds of the Second 
Lien Notes and Second Lien Bonds or other funds of the State to be used, directly or indirectly, to acquire any asset or obligation the 
acquisition of which would cause any such bond or note to be an "arbitrage bond" for the purposes of Section 103(c) of the Code. 
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(8) State Taxation.  To keep principal and interest of the Second Lien Notes and Second Lien Bonds at all times free from 
taxation, except for estate and gift taxes, imposed by the State or by any political subdivision thereof, provided that interest paid on the 
Second Lien Notes or Second Lien Bonds shall be included in the definition of “gross income” for purposes of the Corporation Business Tax 
imposed by Chapter 208 of the Connecticut General Statutes.  See the section below entitled “Tax Exemption.” 

 
(9) Issuance of Senior Bonds.  To not issue Senior Bonds under the Senior Indenture unless Second Lien Bonds could have 

been issued under the Second Lien Indenture upon the same terms and in the same principal amount.  The State will not issue any bond 
anticipation notes under the Senior Indenture. 

 
 In addition, the State covenants, except as provided in the Senior Indenture: 
 
(1) not to limit or alter the duties imposed on the Treasurer and other officers of the State by the Act and by the proceedings 

authorizing the issuance of Second Lien Bonds with respect to application of Pledged Revenues or other receipts, funds or moneys pledged 
for the payment of Debt Service Requirements as provided in the Second Lien Indenture and in the Act; 

 
(2) not to issue any bonds, notes or other evidences of indebtedness, other than the Second Lien Bonds or Second Lien Notes, 

having any rights arising out of the Act or secured by any pledge of, or other lien or charge on, the Pledged Revenues or other receipts, funds 
or moneys pledged for the payment of Second Lien Bonds or Second Lien Notes; 

 
(3) not to create or cause to be created any lien or charge on such pledged amounts, other than a lien or pledge created thereon 

pursuant to the Act, provided nothing in the Second Lien Indenture prevents the State from issuing evidences of indebtedness (i) which are 
secured by a pledge or lien which is and shall on the face thereof be expressly subordinate and junior in all respects to every lien and pledge 
created by or pursuant to the Act; or (ii) for which the full faith and credit of the State is pledged and which are not expressly secured by any 
specific lien or charge on such pledged amounts or (iii) which are secured by a pledge of or lien on moneys or funds derived on or after such 
date as every pledge or lien thereon created by or pursuant to the Act shall be discharged and satisfied; 

 
(4) to carry out and perform, or cause to be carried out and performed, each and every promise, covenant, agreement or 

contract made or entered into by the State or on its behalf with the holders of any Second Lien Bonds or Second Lien Notes; 
 
(5) not to in any way impair the rights, exemptions or remedies of the holders of any Second Lien Bonds or Second Lien 

Notes; and 
 
(6) not to limit, modify, rescind, repeal or otherwise alter the rights or obligations of the appropriate officers of the State to 

impose, maintain, charge or collect the taxes, fees, charges and other receipts constituting the Pledged Revenues as may be necessary to 
produce sufficient revenues to fulfill the terms of the proceedings authorizing the issuance of the Second Lien Bonds, including Pledged 
Revenue coverage requirements set forth in the Second Lien Indenture, and provided nothing in the Second Lien Indenture precludes the 
State from exercising its power through a change in law, to limit, modify, rescind, repeal or otherwise alter the character or amount of such 
Pledged Revenues or to substitute like or different sources of taxes, fees, charges or other receipts as Pledged Revenues if, for the ensuing 
Fiscal Year, as evidenced by the proposed or adopted budget of the State with respect to the Special Transportation Fund, the projected 
revenues meet or exceed the estimated expenses of the Special Transportation Fund including accumulated deficits, if any, Debt Service 
Requirements, and any Pledged Revenue coverage requirement set forth in the Second Lien Indenture. 

 
Events of Default 
 

Each of the following constitutes an Event of Default under the Second Lien Indenture: 
 
(a) the State fails to pay the principal of any Second Lien Bonds when the same becomes due and payable, either at maturity 

or by proceedings for redemption; or 
 
(b) the State fails to pay any installment of interest on Second Lien Bonds when the same becomes due and payable or within 

thirty (30) days thereafter; or  
 
(c) the State defaults in the due and punctual performance of any other covenants, conditions, agreements and 

provisions contained in the Second Lien Bonds, the Second Lien Indenture or any supplemental indenture on the part of the State to 
be performed, other than required deposits to the Debt Service Account, and such default continues for 90 days after written notice 
specifying such failure and requiring the same to be remedied has been given to the State by the Trustee or by the holders of not less 
than 20% in principal amount of the Second Lien Bonds then outstanding; provided that if any such failure is such that it cannot be 
cured or corrected within such 90-day period, it does not constitute an Event of Default if curative or corrective action is instituted 
within such period and diligently pursued until the failure of performance is cured or corrected; and provided further, that no failure 
to observe the covenant as to the amount of Pledged Revenues shall constitute an Event of Default unless within one year after 
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written notice by the Trustee of such failure the State shall not have enacted legislation such that the conditions contained in the 
Second Lien Indenture could have been satisfied if Additional Bonds were then to be issued; or 

 
(d) the State is adjudged insolvent by a court of competent jurisdiction; or 
 
(e) any proceedings are instituted with the consent or acquiescence of the State for the purpose of effecting a 

composition between the State and its creditors and if the claim of such creditors is in any circumstance payable from the Pledged 
Revenues or any other moneys or assets pledged and charged in the Second Lien Indenture, or for the purpose of adjusting the 
claims of such creditors, pursuant to any Federal or State statute now or hereafter enacted; or 

 
(f) the State is for any reason rendered incapable of fulfilling its obligations under the Indenture. 
 

Remedies for Defaults 
 
Upon the happening and continuance of any of the Events of Default, and in addition to other remedies provided in the Second Lien 

Indenture, the Trustee, for and on behalf of the holders of the Second Lien Bonds (A) shall have the same rights under the Second Lien 
Indenture which are possessed by any of the holders of the Second Lien Bonds; (B) is authorized to proceed in its own name and as trustee of 
an express trust; (C) may and, upon the written request of the holders of not less than 10% in aggregate principal amount of the Second Lien 
Bonds then outstanding or the provider of a Credit Facility providing for the payment of the principal or purchase price of such aggregate 
principal amount of Second Lien Bonds, is required to pursue any available remedy by action at law or suit in equity to enforce the payment 
of the principal of interest and premium, if any, on the Second Lien Bonds; and (D) may file such proofs of claim and other papers or 
documents as may be necessary or advisable in order to have the claims of the Trustee and of the holders of the Second Lien Bonds allowed 
in any judicial proceeding relative to the State, or its creditors, its property, or the Second Lien Bonds. 

 
For all purposes of Events of Default and remedies under the Second Lien Indenture, except the giving of notice of default 

to Bondholders, the Bond Insurer shall be deemed to be the sole holder of the 2003 Series 1 and 2 Bonds. 
 

Defeasance 
 

The obligations of the State under the Second Lien Indenture and the liens, pledges, charges, trusts and assignments, covenants and 
agreements of the State therein made or provided for, are to be fully discharged and satisfied as to any Second Lien Bond and such Second 
Lien Bond is no longer to be deemed to be outstanding and will be deemed to have been paid for all purposes of Section 11.2 of the Second 
Lien Indenture: 

 
(i) when such Second Lien Bond is canceled, or surrendered for cancellation and is subject to cancellation, or has been 

purchased by the Trustee from moneys in the Debt Service Account held by it under the Second Lien Indenture; or 
(ii) as to any Second Lien Bond not canceled or surrendered for cancellation or subject to cancellation or so 

purchased, when payment of the principal of and the applicable redemption premium, if any (or the applicable redemption price) on 
such Second Lien Bond, plus interest on such principal to the due date thereof (whether such due date be by reason of maturity or 
upon redemption or prepayment, or otherwise), either (A) has been made or caused to be made in accordance with the terms of the 
Second Lien Indenture, or (B) has been provided by irrevocably depositing with the Trustee or Paying Agent for such Second Lien 
Bond, in trust, and irrevocably appropriated and set aside exclusively for such payment, either (1) moneys sufficient to make such 
payment or (2) Governmental Obligations, as defined in the Second Lien Indenture, maturing as to principal and interest in such 
amounts and at such times as will insure the availability of sufficient moneys to make such payment, or (3) a combination of both 
such moneys and such Governmental Obligations, whichever the State deems to be in its best interest, and all necessary and proper 
fees, compensation and expenses of the Trustee and the Paying Agents for the Second Lien Bond with respect to which such deposit 
is made have been paid or the payment thereof provided for to the satisfaction of the Trustee and such Paying Agent; provided, 
however, that nothing shall require or be deemed to require the State to redeem term bonds in accordance with any optional fund 
installment schedule specified in the Second Lien Indenture or any Supplemental Indenture authorizing the issuance of Second Lien 
Bonds. 

 
At such time as a Second Lien Bond is deemed to be no longer outstanding, such Second Lien Bond shall cease to draw interest 

from the due date thereof (whether such due date be by reason of maturity, or upon redemption or prepayment, or otherwise) and, except for 
the purpose of any payment from such moneys or Governmental Obligations, shall no longer be secured by or entitled to the benefits of the 
Second Lien Indenture. 
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Supplemental Indentures 
 
The Trustee and the State, from time to time and at any time and without the consent or concurrence of any holder of any Second 

Lien Bond, may enter into supplemental indentures (i) for the purpose of providing for the issuance of Additional Bonds and Refunding 
Bonds, (ii) to make any changes to or modifications of the Second Lien Indenture, or amendments, additions or deletions to the Second Lien 
Indenture which may be required to permit the Second Lien Indenture to be qualified under the Trust Indenture Act of 1939, as amended, (iii) 
to provide for the issuance of Second Lien Bonds or any series of Second Lien Bonds in book-entry form, in coupon form or registered as to 
principal only, and (iv) if the provisions of such supplemental indenture do not adversely affect the rights of the holders of Second Lien 
Bonds then outstanding, for any one or more of the purposes enumerated in Section 10.1 of the Second Lien Indenture.  Except for 
supplemental indentures of the type referred to in (i) to (iii) above, the State and the Trustee will not enter into any supplemental indenture 
authorized by the above unless (A) in the opinion of counsel, the adoption of such supplemental indenture is permitted by the foregoing 
provisions, (B) the provisions of such supplemental indenture do not adversely affect the rights of the holders of the Second Lien Bonds then 
outstanding, and (C) except for a supplemental indenture which has no effect as to any Second Lien Bond then outstanding, the provisions of 
such supplemental indenture are not contrary to or inconsistent with the covenants or agreements of the State contained in the Second Lien 
Indenture as originally executed by the State and the Trustee or as amended or supplemented with the consent of the holders of the Second 
Lien Bonds. 

 
The Second Lien Indenture may be amended, by the State and the Trustee, upon the consent of not less than 60% of the 

holders of Second Lien Bonds then outstanding in aggregate principal amount, for the purpose of adding any provisions to, or 
changing in any manner or eliminating any of the provisions of, the Second Lien Indenture, or modifying or amending the rights and 
obligations of the State and the Trustee thereunder, or modifying in any manner the rights of the holders of the Second Lien Bonds 
then outstanding; provided, however, that, without the specific consent of the holder of each such Second Lien Bond which would 
be affected thereby, no such supplemental indenture amending or supplementing the provisions of the Second Lien Indenture may:  
(1) change the fixed maturity date for the payment of the principal of any Second Lien Bond or the dates for the payment of interest 
thereon or the terms of the redemption thereof, or reduce the principal amount of any Second Lien Bond or the rate of interest 
thereon or the redemption premium payable upon the redemption or prepayment thereof; or (2) reduce the aforesaid percentage of 
Second Lien Bonds, the holders of which are required to consent to any such supplemental indenture amending or supplementing the 
provisions of the Second Lien Indenture; or (3) give to any Second Lien Bond or Bonds any preference over any other Second Lien 
Bond or Bonds; or (4) authorize the creation of any pledge or prior call on the moneys and other assets of the Trust Estate or any lien 
or charge thereof prior, superior or equal to the pledge of and lien and charge thereon created in the Second Lien Indenture for the 
payment of the Second Lien Bonds; or (5) deprive any holder of the Second Lien Bonds of the security afforded by the Second Lien 
Indenture. 
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SUMMARY OF CERTAIN PROVISIONS OF THE SENIOR INDENTURE 

 
The following statements are summaries of certain provisions of the Senior Indenture.  All such summary statements do not 

purport to be complete and are subject to and qualified in their entirety by reference to the Senior Indenture. 
 

Definitions 
 
The following are definitions of certain terms as used in the Senior Indenture: 
 
“Accountant” means the independent accountant or firm of independent accountants appointed by the State pursuant to 

Section 7.4 of the Senior Indenture. 
 
 
“Act” means collectively, Public Act No. 84-254, Special Act No. 84-52 and any other action of the General Assembly of 

the State, authorizing Senior Bonds to be issued under the Senior Indenture, as the same may be amended from time to time. 
 
“Additional Bonds” means one or more series of additional Bonds, other than the Bonds initially issued under the Senior 

Indenture in 1984, authorized and issued by the State pursuant to the Senior Indenture, provided that the term “Additional Bonds” 
does not include Refunding Bonds issued pursuant to Section 2.5 of the Senior Indenture. 

 
“Amortization Requirement” for any period (as applied to term bonds issued under the provisions of Sections 2.2, 2.4 and 

2.5 of the Senior Indenture), means the respective amount of principal of term bonds to be amortized in such period with respect to 
such Senior Bonds as fixed by resolution of the State Bond Commission prior to the delivery of such Senior Bonds.  Such 
Amortization Requirement shall be accrued ratably over the period for which such Amortization Requirement was fixed, and the 
Amortization Requirement on term bonds of any series accruing for any period other than that for which the State Bond Commission 
shall have fixed an Amortization Requirement shall be the total of the Amortization Requirement for term bonds of such series 
accruing in such period. The aggregate amount of such Amortization Requirements for the term bonds of any series shall be equal to 
the principal amount of the term bonds of such series.  The Amortization Requirements for the term bonds of any series shall begin 
in such year as the State Bond Commission shall determine and shall not end later than the year immediately preceding the maturity 
of such term bonds. 

 
“Debt Service Requirements” means for any period, the sum of (A) the principal and interest accruing during such period 

with respect to Senior Bonds, the interest accruing during such period with respect to Senior Notes and the unrefunded principal 
accruing during such period with respect to Senior Notes, (B) the purchase price of Senior Bonds and Senior Notes which are subject 
to purchase or redemption at the option of the holder of such Senior Bond or Senior Note, (C) the amounts, if any, required during 
such period to establish or maintain the funds or accounts existing under the Senior Indenture at the respective levels required to be 
established or maintained as provided in the Senior Indenture, (D) expenses of issuance and administration with respect to Senior 
Bonds and Senior Notes, as determined by the State Treasurer, (E) the amounts, if any, becoming due and payable under a 
reimbursement agreement or similar agreement entered into pursuant to the proceedings authorizing the issuance of Senior Bonds or 
Senior Notes and (F) any other costs or expenses deemed by the State Treasurer to be necessary or proper to be paid in connection 
with the Senior Bonds and Senior Notes, including, without limitation, the cost of any credit facility, including but not limited to a 
letter of credit or policy of bond insurance, issued by a financial institution pursuant to an agreement approved by the proceedings 
authorizing the issuance of Senior Bonds or Senior Notes. 

 
“Debt Service Reserve Requirement” means an amount equal to the maximum Principal and Interest Requirements on 

Senior Bonds for the current or any succeeding Fiscal Year on account of all Senior Bonds then outstanding. 
 
“Fiscal Year” means the fiscal year of the State, as it may be established by the State from time to time and initially 

beginning on July 1 and ending June 30 in each year. 
 
“Infrastructure Improvement Fund” means the Infrastructure Improvement Fund of the State, as provided in Section 5.8 of 

the Senior Indenture. 
 
“Interest Requirements on Senior Notes,” for any period, means the sum of (i) the amount of interest on all Senior Notes 

accruing in such period; plus (ii) the amount required to pay interest accruing in such period pursuant to any reimbursement 
agreement entered into with respect to a credit facility providing for payment of the principal of Senior Notes.  In computing the 
interest payable in any future period on any Senior Note bearing interest at a variable rate, the interest shall be calculated on the 
basis of the interest rate actually borne by such Senior Note at the time of calculation. 
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“Pledged Revenues” means the taxes, fees, charges and other receipts of the State credited to the Special Transportation 
Fund pursuant to Section 13b-61 of the General Statutes of the State, as amended from time to time. 

 
“Principal and Interest Requirements on Senior Bonds,” for any period, as applied to Senior Bonds of any series, means the 

sum of: 
 
(i) the amount of interest accruing on all Senior Bonds of such series in such period; plus 
 
(ii) the amount of principal accruing in such period with respect to all serial bonds of such series then outstanding, 

assuming the principal of any serial bond accrues ratably over the year preceding the maturity of such serial bond; plus 
 
(iii) the Amortization Requirement accruing for the term bonds of such series for such period; plus 
 
(iv) any other amortization or accrual of original issue discount or principal with respect to Senior Bonds of such series 

required to be made for such period pursuant to the proceedings authorizing Senior Bonds of such series; plus 
 
(v) the amount accruing with respect to principal and interest pursuant to any reimbursement agreement entered into 

with respect to a credit facility providing for payment of the principal of Senior Bonds. 
 
In computing the Principal and Interest Requirements on Senior Bonds for any period for the Senior Bonds of any series, 

the Trustee assumes that an amount of the term bonds (if any) of such series equal to the Amortization Requirement for the term 
bonds of such series for such period will be retired by purchase or redemption on or before the last day of such period.  In computing 
the interest payable in any future period on any Senior Bond bearing interest at a variable rate, the interest shall be calculated on the 
basis of the interest rate actually borne by such Senior Bond at the time of calculation. 

 
“Refunding Bonds” means any one or more series of Senior Bonds authorized and issued by the State pursuant to Section 

2.5 of the Senior Indenture. 
 
“Senior Bond” means any bond issued pursuant to the Senior Indenture. 
 
“Senior Note” means any note issued in anticipation of Senior Bonds pursuant to Section 2.6 of the Indenture, including 

any renewal and replacement Senior Notes. 
 
“Special Transportation Fund” means the Special Transportation Fund of the State created under Section 1 of Public Act 

No. 83-30 of the State, as amended. 
 
“Supplemental Indenture” means any indenture entered into by the Trustee and the State pursuant to and in compliance 

with the provisions of Article X of the Senior Indenture providing for the issuance of Additional Bonds or Refunding Bonds, and 
also means any other indenture between the same parties entered into pursuant to and in compliance with the provisions of Article X 
of the Senior Indenture amending or supplementing the provisions of the Senior Indenture as originally executed or as theretofore 
amended or supplemented. 

 
“Trustee” means U.S. Bank National Association successor to The Connecticut National Bank, original trustee, and its 

successor or successors hereafter appointed in the manner provided in the Senior Indenture. 
 

Pledge of Trust Estate 
 

To secure the payment of the Debt Service Requirements on the Senior Bonds and Senior Notes, and all other amounts due 
in connection therewith and the performance and observance by the State of all the covenants expressed or implied in the Senior 
Indenture and in the Senior Bonds and Senior Notes, the State, in the Senior Indenture, has granted to the Trustee a first call on 
Pledged Revenues as they are received by the State and credited to the Special Transportation Fund, and has granted to the Trustee a 
lien upon and a security interest in (1) any and all amounts held to the credit of the Special Transportation Fund from time to time, 
exclusive of amounts held to the credit of such Special Transportation Fund which represent (a) amounts borrowed by the Treasurer 
of the State in anticipation of revenues pursuant to Section 3-16 of the General Statutes of Connecticut, and (b) transportation related 
federal revenues of the State, and (2) any and all amounts held by the Trustee to the credit of any fund or account created under the 
Senior Indenture (collectively, the “Trust Estate”). 

 
The Senior Bonds, including the principal thereof and interest and premium, if any, thereon, are payable solely from the 

Pledged Revenues or other receipts, funds or moneys pledged therefor pursuant to the Senior Indenture.  The Senior Bonds shall be 
equally and ratably secured under the Senior Indenture by the assignments, pledges and charges made or created in the Senior 
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Indenture of or on the properties of the Trust Estate for the payment and security of the Senior Bonds and by a co-equal lien thereon.  
The aforesaid lien and charge of the Senior Bonds shall constitute a prior and paramount lien and charge on the Special 
Transportation Fund and the other receipts, funds and moneys pledged to the payment of the Senior Bonds and from time to time 
held under the Senior Indenture, subject only to the provisions of the Senior Indenture permitting the application of moneys in the 
Special Transportation Fund and such other receipts, funds and moneys for the purposes and on the terms and conditions thereof, 
over and ahead of any parties having claims of any kind in tort, contract or otherwise against the State, irrespective of whether such 
parties have notice of the foregoing lien and charge and over and ahead of all other indebtedness payable from or secured by the 
Pledged Revenues and such other receipts, funds and moneys which may there after be created or incurred.  The pledges, liens, 
charges and assignments to the Trustee of the Trust Estate made in the Senior Indenture are to be valid and binding from the time of 
the delivery of and payment for the first series of Senior Bonds issued under the Senior Indenture and the moneys representing the 
Pledged Revenues and other receipts, funds or moneys so pledged received by the State are to be subject immediately to the lien of 
such pledge, upon receipt thereof by the State or the Trustee or a Paying Agent under the Senior Indenture without any physical 
delivery thereof or further act. 

 
The Senior Bonds and Senior Notes are special obligations of the State and are not payable from nor charged upon any 

funds other than the Pledged Revenues or other receipts, funds or moneys pledged therefor pursuant to the Senior Indenture.  Neither 
the State nor any political subdivision thereof is subject to any liability on the Senior Bonds and Senior Notes except to the extent of 
the Pledged Revenues, or other receipts, funds and moneys pledged under the Senior Indenture to secure the same.  See “Nature of 
Obligation-State General Taxing Power Not Pledged” above. 

 
Funds and Accounts 

 
Under the Senior Indenture, the following funds and accounts are to be administered as follows: 
 
1.  Special Transportation Fund.  On or before the last day of each month in which Senior Bonds are outstanding, the State 

shall withdraw from moneys held by it to the credit of the Special Transportation Fund, and deposit with the Trustee to the credit of 
the following accounts or sub- accounts the following sums in the following order: 
 

(i)  to the credit of the Bond Service Sub-Account, the Note Repayment Account and the Redemption Sub-Account, 
respectively, such amounts thereof, if any (or the entire sum so withdrawn if less than the required amount, in which case such sum 
shall be allocated among the purposes set forth in this subparagraph on a pro rata basis), as may be required (A) to make the amount 
then held to the credit of the Bond Service Sub-Account equal to the sum of the aggregate unpaid principal accruing on outstanding 
serial bonds through the dates in the next ensuing month which are the respective anniversary dates of such bonds, assuming the 
principal of any serial bond accrues ratably over the twelve months preceding its maturity, plus the unpaid interest accruing on each 
of the Senior Bonds then outstanding through the dates in the next ensuing month which are the respective anniversary dates of such 
Senior Bonds, plus the amount accruing with respect to principal and interest pursuant to any reimbursement agreement entered into 
with respect to a credit facility providing for payment of the principal on Senior Bonds, plus one-twelfth (1/12) of the Principal and 
Interest Requirements on Senior Bonds for the next ensuing twelve (12) months; (B) to make the amount then held to the credit of 
the Note Repayment Account held for payment of interest equal to the unpaid interest on Senior Notes accruing through the end of 
the next ensuing month and unpaid interest accruing pursuant to any reimbursement agreement entered into with respect to a credit 
facility providing for payment of the principal of Senior Notes; and (C) to make the amount then held to the credit of the 
Redemption Sub-Account equal to the aggregate Amortization Requirements, if any, accruing through the respective anniversary 
dates of the Senior Bonds in the next ensuing month for each of the term bonds then outstanding (plus a ratable portion of the 
premium, if any, which would be payable on principal amounts of term bonds equal to the amount of such Amortization 
Requirements if such principal amount of term bonds should be called for mandatory redemption); provided, however, that if the 
amount so deposited to the credit of the Redemption Sub-Account in any month shall be less than such amount, the requirement 
therefor shall nevertheless be cumulative and the amount of any deficiency in any month shall be added to the amount otherwise 
required to be deposited in each subsequent month thereafter until such time as such deficiency shall have been made up; and 

 
(ii)  to the credit of the Reserve Account, out of any balance remaining after making the deposits under subparagraph (i) 

above (or the entire balance if less than the required amount), the amount, if any, necessary to maintain the Reserve Account at the 
Debt Service Reserve Requirement. 

 
To the extent not required from time to time for the foregoing purposes, amounts held to the credit of the Special 

Transportation Fund may be used by the State for any proper purpose, including deposits to the Unrefunded Note Sub-Account from 
time to time. 

 
2.  Note Repayment Account.  Proceeds of Additional Bonds in respect of which Senior Notes have been issued, proceeds of 

renewal or replacement Senior Notes issued pursuant to the Senior Indenture, and the monthly deposit described above, shall be 
deposited by the Trustee to the credit of the Note Repayment Account in the amounts specified in Sections 2.3(a), 2.4(c)(1), 2.6(a) 
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and 5.1(a) of the Senior Indenture.  Moneys held to the credit of the Note Repayment Account are to be used by the Trustee for the 
purpose of paying the interest on outstanding Senior Notes, interest pursuant to any reimbursement agreement entered into with 
respect to a credit facility for the payment of principal of Senior Notes, and principal on refunded Senior Notes.  Upon such deposit 
to the credit of the Note Repayment Account of amounts to refund Senior Notes, the principal of Senior Notes in respect of which 
such deposit is made shall be deemed refunded, and until such a deposit is made to the credit of the Note Repayment Account in 
respect of a Senior Note the principal of such Senior Note shall be deemed for purposes of the Senior Indenture to be unrefunded.  
Any moneys remaining in the Note Repayment Account after the last maturity date of such outstanding Senior Notes in excess of the 
amount of principal due and payable thereon are to be transferred to the credit of the Special Transportation Fund.  All proceeds 
realized from the investment of moneys held to the credit of the Note Repayment Account are to remain therein.  

 
3.  Debt Service Account.  Within the Debt Service Account are three separate sub-accounts known as the “Bond Service 

Sub-Account,” the “Redemption Sub-Account” and the “Unrefunded Note Sub-Account.”  Moneys held to the credit of the Bond 
Service Sub-Account, the Redemption Sub-Account, and the Unrefunded Note Sub-Account are to be held in trust and disbursed by 
the Trustee, as more particularly described below, for (a) the payment of the interest on Senior Bonds as such interest becomes due, 
(b) the payment of principal on Senior Bonds at their respective maturities, (c) the payment of the purchase or redemption price of 
the Senior Bonds before maturity, (d) the payment of the unrefunded principal on Notes at their respective maturities, or (e) the 
payment of principal and interest pursuant to any reimbursement agreement entered into with respect to a credit facility providing 
for payment of the principal of Senior Bonds, and interest pursuant to such a reimbursement agreement entered into with respect to 
payment of principal of Senior Notes, and under the Senior Indenture such moneys are pledged to and charged with such payments 
as follows: 

 
a.  Bond Service Sub-Account.  The Trustee, from time to time as required, is to withdraw from the Bond Service Sub-

Account and, if necessary, from the Reserve Account and the Unrefunded Note Sub-Account, and is to deposit in trust with the 
Paying Agent sufficient moneys for paying the principal of and the interest on the Senior Bonds as the same shall become due, and 
shall pay principal and interest pursuant to any reimbursement agreement entered into with respect to payment of principal of Senior 
Bonds.  To the extent necessary to comply with Section 7.6 of the Senior Indenture, the Bond Service Sub-Account is to be depleted, 
and in order to comply with this requirement, the Trustee, from time to time, is to withdraw such moneys as may be necessary from 
the Bond Service Sub-Account and deposit said moneys to the credit of the Special Transportation Fund.  Accrued interest deposited 
to the Bond Service Sub-Account on the sale of Senior Bonds may be used to pay costs of issuance of such Senior Bonds as directed 
by the Treasurer. 

 
b.  Redemption Sub-Account.  Moneys held to the credit of the Redemption Sub-Account are to be applied to the retirement 

of Senior Bonds issued under the provisions of the Indenture as follows: 
 
(1)  Subject to the provisions of (3) below, the Trustee is to endeavor to purchase Senior Bonds secured by the Senior 

Indenture and then outstanding, whether or not such Senior Bonds are subject to redemption, at the most advantageous price 
obtainable with reasonable diligence, having regard to the interest rate and price, such price, including brokerage expenses, not to 
exceed the principal of such Senior Bonds plus the amount of the premium, if any, which would be payable on the next redemption 
date to the holders of such Senior Bonds under the provisions of Article IV of the Senior Indenture if such Senior Bonds should be 
called for redemption on such date.  The Trustee is to pay the interest accrued on such Senior Bonds to the date of delivery thereof 
from the Bond Service Sub-Account and the purchase price from the Redemption Sub-Account, but no such purchase shall be made 
within the period of forty-five (45) days next preceding any interest payment date on which such Senior Bonds are subject to call for 
redemption under the provisions of the Senior Indenture except from moneys in excess of the amounts set aside or deposited for the 
redemption of Senior Bonds. 

 
(2)  Subject to the provisions of (3) below, the Trustee is to call for redemption on each interest payment date on which 

Senior Bonds are subject to redemption from moneys in the Debt Service Account such amount of Senior Bonds then subject to 
redemption as, with the redemption premium, if any, will exhaust the Redemption Sub-Account as nearly as may be; provided, 
however, that not less than One Hundred Thousand Dollars ($100,000.00) in principal amount of Senior Bonds are to be called for 
redemption at any one time.  Such redemption is to be made pursuant to Article IV of the Senior Indenture.  Not less than five (5) 
days before the redemption date the Trustee shall withdraw from the Bond Service Sub-Account and from the Redemption Sub-
Account and set aside in separate accounts on deposit with the Paying Agents the respective amounts required for paying the interest 
on the Senior Bonds so called for redemption and the principal of, and the premium on, such Senior Bonds. 

 
(3)  Moneys in the Redemption Sub-Account are to be applied to the purchase or redemption of Senior Bonds in the 

following order:  (a) term bonds of each series, if any, issued under the Senior Indenture, in the order of maturity as the State shall 
determine, to the extent of the Amortization Requirement, if any, fixed for the then current period for such term bonds and any 
deficiency in preceding periods in the purchase or redemption of such term bonds; provided, however, that if none of the term bonds 
of a series is subject to redemption from moneys in the Debt Service Account and if the Trustee is at any time unable to exhaust the 
moneys applicable to the Senior Bonds of such series in the purchase of such Bonds, such moneys or the balance of such moneys, as 



51 

the case may be, is to be retained and, as soon as feasible, applied to the retirement of the Senior Bonds of such series; (b) to the 
purchase of any Senior Bonds secured by the Senior Indenture and then outstanding whether or not such Senior Bonds are subject to 
redemption; (c) to the redemption of the term bonds of each series in proportion (as nearly as practicable) to the aggregate principal 
amount of the Senior Bonds of such series originally issued; and (d) after the retirement of all term bonds, to the redemption of the 
serial bonds issued under the provisions of the Senior Indenture in the manner provided therein or in the Supplemental Indenture 
providing for the issuance of such serial bonds, and to the extent that serial bonds of different series mature on the same date, in 
proportion (as nearly as practicable) to the principal amount of each series maturing on such date.  

 
c.  Unrefunded Note Sub-Account.  The State shall withdraw from moneys held by it to the credit of the Special 

Transportation Fund and deposit with the Trustee to the credit of the Unrefunded Note Sub-Account any and all amounts required 
from time to time to pay unrefunded principal of Senior Notes becoming due and payable; provided, however, that no such 
withdrawal and credit shall be made unless all amounts required to be deposited by the State to the Debt Service, Reserve and Note 
Repayment Accounts have been so deposited.  Moneys held to the credit to the Unrefunded Note Sub-Account will be used by the 
Trustee for the purpose of paying the unrefunded principal on outstanding Senior Notes becoming due and payable from time to 
time; provided, however, that no such application shall be made unless all amounts required to be deposited by the State to the Debt 
Service, Reserve and Note Repayment Accounts have been so deposited.  Any moneys remaining in the Unrefunded Note Sub-
Account after the last maturity date of outstanding Senior Notes will be transferred to the credit of the Special Transportation Fund. 

 
4.  Reserve Account.  Moneys held to the credit of the Reserve Account are to be used for the purpose of paying the 

principal and interest on the Senior Bonds and meeting the Amortization Requirements for any term bonds whenever and to the 
extent that the moneys held to the credit of the Bond Service Sub-Account and the Redemption Sub-Account, respectively, are 
insufficient for such purposes.  To the extent that moneys held to the credit of the Reserve Account exceed the Debt Service Reserve 
Requirement, the Trustee shall withdraw such excess from the Reserve Account and deposit it with the State to the credit of the 
Special Transportation Fund.  To the extent necessary to comply with Section 7.6 of the Senior Indenture, if at any time the moneys 
held for the credit of the Reserve Account (as calculated pursuant to the Senior Indenture) exceed fifteen percent (15%) of the 
original proceeds of the Senior Bonds then outstanding, then at the option of the State Treasurer either such excess is to be 
withdrawn by the Trustee from the Reserve Account and deposited to the credit of the Special Transportation Fund, or invested at 
restricted yield. 

 
In lieu of any deposit required to be made to the Reserve Account by the terms of any provisions of the Senior Indenture, 

the State will be entitled to substitute a bond of insurance or indemnity in favor of the Trustee in like amount and issued by an 
insurer under the supervision of an agency of the United States or any State whose outstanding bonds of insurance or indemnity are 
rated “AA” or better by a nationally recognized rating agency at the time of issuance of such bonds of insurance or indemnity. 

 
5.  Infrastructure Improvement Fund.  The proceeds of Senior Bonds and Senior Notes, to the extent required by the Senior 

Indenture, are to be deposited in this fund held and administered by the State.  The moneys so deposited are to be applied by the 
State to the purposes for which the Bonds giving rise to such deposits were issued, as provided by applicable law and, pending such 
application, are not to be subject to any lien or pledge in favor of the holders of Bonds. 

 
Application of Proceeds of Bonds and Notes 

 
Issuance of Senior Bonds.  From the net proceeds of the sale of the Senior Bonds received by or on behalf of the State, 

including the interest accrued thereon from the date thereof to the date of delivery thereof and payment therefor, and after any 
permitted payment of issuance costs, there will be deposited: 

 
(a)  to the credit of the Note Repayment Account an amount sufficient, when adjusted for investment earnings, and taking 

into account any other funds available or to be available for such purpose, to pay, when due, the principal and interest on all Senior 
Notes then outstanding and issued in anticipation of such Senior Bonds; 

 
(b)  to the credit of the Reserve Account that amount, if any, which when added to the amount then held for the credit of the 

Reserve Account, will make the total amount held for the credit of the Reserve Account equal to the Debt Service Reserve 
Requirement; 

 
(c)  with the Treasurer, an amount sufficient, when adjusted for investment earnings, and taking into account any other 

funds available or to be available for such purpose, to pay, when due, the principal and interest on general obligation bonds of the 
State issued for transportation purposes, for the refunding of which such Senior Bonds were issued; 

 
(d)  to the credit of such other Funds or accounts, such deposits or credits, if any, as shall be specified in the Supplemental 

Indenture providing for the issuance of such series of Senior Bonds; and 
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(e)  any balance of such proceeds to the credit of the Infrastructure Improvement Fund. 
 
The amount received as accrued interest is to be deposited to the credit of the Bond Service Sub-Account.  
 
Issuance of Senior Notes and Application of Note Proceeds.  The Senior Indenture authorizes the issuance of one or more 

series of Senior Notes to provide temporary financing for transportation purposes pending the issuance of Senior Bonds.  No Senior 
Notes shall be issued (i) unless the Senior Bonds in anticipation of which they are to be issued have been duly authorized in 
accordance with the Act and the Senior Indenture, and (ii) if the aggregate principal amount of all Senior Notes then outstanding and 
to be issued exceeds fifty million dollars ($50,000,000), unless, as of the date of issuance of such Senior Notes, the State could have 
issued under the terms of the Senior Indenture an equivalent aggregate principal amount of serial bonds, coming due in equal annual 
installments of principal and interest, the last installment of which shall be due not later than thirty years after such date, and bearing 
interest at such rate as the State shall determine in its best judgment to be equivalent to the average interest rate which would have 
been paid had such Senior Bonds been issued at such time. 

 
Said Senior Notes shall be special obligations of the State payable solely from the proceeds of the Senior Bonds issued 

under the Senior Indenture and, to the extent provided in the Senior Indenture or deemed necessary or desirable by the State, from 
the Special Transportation Fund.  Any obligation of the State to pay the unrefunded principal of Senior Notes, including for this 
purpose any obligation of the State under a reimbursement agreement entered into in connection with a credit facility providing for 
payment of the unrefunded principal of Senior Notes, shall be subordinate to any obligation of the State to pay principal and interest 
with respect to Senior Bonds or interest with respect to Senior Notes.  The Senior Indenture further provides that the State may not 
enter into any contract with any Senior Noteholder inconsistent with the terms of the Senior Indenture.  The full faith and credit of 
the State will not be pledged to the repayment of such Senior Notes and the State will not be obligated to make appropriations from 
its general fund for the repayment of such Senior Notes.  Such Senior Notes may be renewed and refunded from time to time as may 
be determined by the Treasurer.  Said Senior Notes may be made redeemable.  The proceeds of the sale of any issue of Senior Notes 
is to be applied as follows: 

 
(a)  There will be deposited to the credit of the Note Repayment Account an amount sufficient, when adjusted for 

investment earnings as provided below, and taking into account any other funds available or to be available for such purpose, to pay 
when due, the principal of and the interest on all Senior Notes then outstanding which are to be renewed or refunded by the present 
issue.  Any deposit made to the Note Repayment Account pursuant to this paragraph shall be adjusted to take into account the 
income, if any, which may be earned from investment of said deposit between the date of deposit and the maturity date of the Senior 
Notes then outstanding which are to be renewed or refunded. 

 
(b)  There will be made such other deposits or credits, if any, as specified in the proceedings under which such Senior Notes 

are issued. 
 
(c)  The balance of said proceeds will be deposited to the credit of the Infrastructure Improvement Fund. 
 

Depositories of Moneys/Investments 
 
All moneys held by the State under the provisions of the Senior Indenture are to be deposited in the name of the State in 

one or more funds and accounts with such depository or depositories as the State Treasurer shall designate, except that the Note 
Repayment Account, the Debt Service Account and the Reserve Account are to be held only by the Trustee.  All moneys deposited 
under the provisions of the Senior Indenture with any depository, or held in a special trust fund prior to payment to the Trustee as 
aforesaid, are to be trust funds under the terms of the Senior Indenture and are not to the full extent permitted by law to be subject to 
any lien or attachment by any creditor of the State.  Such moneys are to be held in trust and applied in accordance with the terms of 
the Senior Indenture. 

 
Moneys on deposit in the Note Repayment Account, the Debt Service Account, and the Reserve Account and the sub-

accounts in such accounts are to be invested and reinvested by the Trustee, at the direction of the State, to the extent reasonable and 
practicable in Investment Securities maturing in the amounts and at the times as determined by the State so that the payment 
required to be made from such funds and accounts may be made when due.  In the absence of any direction from the State, the 
Trustee is to invest and reinvest moneys on deposit in the Note Repayment Account, the Debt Service Account, and the Reserve 
Account and the sub-accounts in such accounts in Investment Securities maturing in such amounts and at such times as the Trustee 
determines so that payments required to be made from such funds and accounts may be made when due. 

 
Investment Securities include (i) such obligations, securities and investments as are set forth in subsection (f) of Section 3-

20 of the Connecticut General Statutes, as the same may be amended from time to time, including without limitation, obligations of, 
or guaranteed by, the State or the United States, or agencies or instrumentalities of the United States, or in certificates of deposit, 



53 

commercial paper, savings accounts and bank acceptances, and (ii) participation certificates in the short-term investment fund 
created and existing under Section 3-27a of the Connecticut General Statutes as amended.  

 
Junior Lien Obligations 

 
Nothing contained in the Senior Indenture shall prohibit or prevent, or be deemed or construed to prohibit or prevent, the 

State from issuing bonds, notes, certificates, warrants or other evidences of indebtedness for any use or purpose of the State payable 
as to principal and interest from the Special Transportation Fund subject and subordinate to the deposits and credits required to be 
made to the Debt Service Account, Note Repayment Account, or the Reserve Account or from securing such bonds, notes, 
certificates, warrants or other evidences of indebtedness and the payment thereof by a call upon the Pledged Revenues and a lien on 
and pledge of the Special Transportation Fund junior and inferior to the first call on the Pledged Revenues and to the lien on and 
pledge of the Special Transportation Fund created in the Indenture for the payment and security of the Senior Bonds. 

 
Covenants 

 
The State covenants with the purchasers and holders of all Senior Bonds, among other things: 
 
(1)  Amount of Pledged Revenues.  To impose, charge, raise, levy, collect and apply the Pledged Revenues and other 

receipts, funds or moneys pledged for the payment of Debt Service Requirements, in such amounts as may be necessary to pay such 
Debt Service Requirements in each year in which Senior Bonds or Senior Notes are outstanding; 

 
(2)  Coverage Requirements.  To provide Pledged Revenues and other receipts, funds or moneys pledged under the Senior 

Indenture in each Fiscal Year beginning in the first full Fiscal Year after the issuance of Senior Bonds, after deducting payments out 
of Pledged Revenues and other receipts, funds or moneys pledged under the Senior Indenture for reserves required in the Senior 
Indenture, computed as of the final business day of such Fiscal Year, in an amount equal to at least two (2) times the aggregate 
Principal and Interest Requirements on all Senior Bonds outstanding in such Fiscal Year and the Interest Requirements on Senior 
Notes in such Fiscal Year. 

 
(3)  First Call on Pledged Revenues.  (a) Unless at such time any and all amounts required to be paid from the Special 

Transportation Fund to the Trustee or any Bondholder pursuant to the terms of the Senior Indenture shall have been made, the State 
will not make any payments from the Special Transportation Fund on account of any obligation whatsoever other than the Senior 
Bonds and Senior Notes, except from amounts held to the credit of the Special Transportation Fund which represent amounts 
borrowed by the Treasurer of the State in anticipation of revenues pursuant to Section 3-16 of the Connecticut General Statutes.  If at 
any time any such amounts required to be paid to the Trustee have not been so paid, the Trustee is entitled to notify the Treasurer 
that such amounts are accrued and unpaid, whereupon any Pledged Revenues received by the State and credited to the Special 
Transportation Fund will be paid by the Treasurer forthwith to the Trustee, and will not be diverted to any other purpose, until such 
accrued and unpaid amounts have been paid in full. 

 
(b)  At all times to do and perform all acts and things permitted by law and necessary to assure that the Pledged Revenues 

received by the State and credited to the Special Transportation Fund are applied first to the payment of Debt Service Requirements, 
including, but not limited to, procedures for immediate segregation of Pledged Revenues, upon collection, from other cash receipts 
of the State, if and to the extent requested by the Trustee or required by any Supplemental Indenture. 

 
(4)  Payment of Principal of and Premium and Interest on Senior Bonds.  To duly and punctually pay, or cause to be paid, 

but solely from the Pledged Revenues and other receipts, funds or moneys pledged under the Senior Indenture, the principal of and 
interest and premium, if any, on each and every Senior Note and Senior Bond at the place, on the dates and in the manner provided 
in the Senior Indenture and in such Senior Notes and Senior Bonds according to the true intent and meaning of such Senior Notes 
and Senior Bonds and the Senior Indenture. 

 
(5)  Books and Accounts; Audits.  To maintain and keep (or cause to be maintained and kept) proper books, records and 

accounts in which complete and correct entries shall be made of all dealings and transactions relating to the Special Transportation 
Fund and the Infrastructure Improvement Fund.  Such accounts are to show the amount of Pledged Revenues available for the 
purposes of the Senior Indenture and the application of such Pledged Revenues and amounts in the Infrastructure Improvement Fund 
to the purposes specified in the Indenture and the Act. 

 
The State is to prepare balance sheets and statements of revenues, expenditures and changes in fund balances for each of 

the above specified funds and is to cause the Special Transportation Fund to be audited by the Accountant, with such restrictions on 
audit procedures performed by the Accountant with respect to operating expenses and program costs of the Department as the State 
may request, provided the State shall cause such operating expenses and program costs to be subject to the customary audit 
procedures of the State Auditor.  Such Accountant is to be selected with special reference to his general knowledge, skill and 



54 

experience in auditing books and accounts.  Such audit is to be made annually and the audit report of the Accountant is to be 
delivered to the State within one hundred twenty (120) days after the close of each Fiscal Year.  A copy of each such annual audit is 
to be open for public inspection, and is to be mailed to any holder of Senior Bonds filing with the State Treasurer a request for the 
same.  The Trustee is to cooperate fully with the Accountant in completing such audit, and is to make available all books and 
accounts in its possession pertaining to the Senior Bonds for this purpose. 

 
At the time of delivery of each audit report, the Accountant is also to deliver to the Trustee and the State a letter as to 

compliance with the coverage covenant described in (2) above. 
 
(6)  Prosecution and Defense of Suits.  To defend, or cause to be defended, against every suit, action or proceeding at any 

time brought against any Bondholder by a person other than the State upon any claim arising out of the receipt, application or 
disbursement of any of the Pledged Revenues or any other moneys received, applied or disbursed under the Senior Indenture, or 
involving the rights of any Bondholder under the Senior Indenture and to indemnify and save harmless all Bondholders against any 
and all liability claimed or asserted by any person whomsoever, arising out of such receipt, application or disbursement or involving 
the Pledged Revenues; provided, however, that any Bondholder at his election may appear in and defend any suit, action or 
proceeding.  This covenant is to remain in full force and effect even though the Senior Bonds are no longer outstanding and all 
indebtedness and obligations secured by the Senior Indenture may have been fully paid and satisfied and the lien, pledge and charge 
of the Senior Indenture may have been released and discharged. 

 
(7)  State Taxation.  To keep principal and interest of the Senior Notes and Senior Bonds at all times free from taxation, 

except for estate and gift taxes, imposed by the State or by any political subdivision thereof, provided that interest paid on the Senior 
Notes or Senior Bonds shall be included in the definition of “gross income” for purposes of the Corporation Business Tax imposed 
by Chapter 208 of the Connecticut General Statutes.  See “Tax Exemption.” 

 
In addition, the State covenants: 
 
(1)  not to limit or alter the duties imposed on the Treasurer and other officers of the State by the Act and by the 

proceedings authorizing the issuance of Senior Bonds with respect to application of Pledged Revenues or other receipts, funds or 
moneys pledged for the payment of Debt Service Requirements as provided in the Senior Indenture and in the Act; 

 
(2)  not to issue any bonds, notes or other evidences of indebtedness, other than the Senior Bonds or Senior Notes, having 

any rights arising out of the Act or secured by any pledge of, or other lien or charge on, the Pledged Revenues or other receipts, 
funds or moneys pledged for the payment of Senior Bonds or Senior Notes; 

 
(3)  not to create or cause to be created any lien or charge on such pledged amounts, other than a lien or pledge created 

thereon pursuant to the Act, provided nothing in the Senior Indenture prevents the State from issuing evidences of indebtedness (i) 
which are secured by a pledge or lien which is and shall on the face thereof be expressly subordinate and junior in all respects to 
every lien and pledge created by or pursuant to the Act; or (ii) for which the full faith and credit of the State is pledged and which 
are not expressly secured by any specific lien or charge on such pledged amounts or (iii) which are secured by a pledge of or lien on 
moneys or funds derived on or after such date as every pledge or lien thereon created by or pursuant to the Act shall be discharged 
and satisfied; 

 
(4)  to carry out and perform, or cause to be carried out and performed, each and every promise, covenant, agreement or 

contract made or entered into by the State or on its behalf with the holders of any Senior Bonds or Senior Notes; 
 
(5)  not to in any way impair the rights, exemptions or remedies of the holders of any Senior Bonds or Senior Notes; and 
 
(6)  not to limit, modify, rescind, repeal or otherwise alter the rights or obligations of the appropriate officers of the State to 

impose, maintain, charge or collect the taxes, fees, charges and other receipts constituting the Pledged Revenues as may be 
necessary to produce sufficient revenues to fulfill the terms of the proceedings authorizing the issuance of the Senior Bonds, 
including Pledged Revenue coverage requirements set forth in Section 2.4 of the Senior Indenture, and provided nothing in the 
Indenture precludes the State from exercising its power through a change in law, to limit, modify, rescind, repeal or otherwise alter 
the character or amount of such Pledged Revenues or to substitute like or different sources of taxes, fees, charges or other receipts as 
Pledged Revenues if, for the ensuing Fiscal Year, as evidenced by the proposed or adopted budget of the State with respect to the 
Special Transportation Fund, the projected revenues meet or exceed the estimated expenses of the Special Transportation Fund 
including accumulated deficits, if any, Debt Service Requirements, and any Pledged Revenue coverage requirement set forth in 
Section 2.4 of the Senior Indenture. 
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Events of Default 
 
Each of the following constitutes an Event of Default under the Senior Indenture: 
 
(a)  the State fails to pay the principal of any Senior Bonds when the same becomes due and payable, either at maturity or 

by proceedings for redemption; or 
 
(b)  the State fails to pay any installment of interest on Senior Bonds when the same becomes due and payable or within 

thirty (30) days thereafter; or  
 
(c)  the State defaults in the due and punctual performance of any other covenants, conditions, agreements and provisions 

contained in the Senior Bonds, the Senior Indenture or any Supplemental Indenture on the part of the State to be performed, other 
than required deposits to the Debt Service Account, and such default continues for ninety (90) days after written notice specifying 
such failure and requiring the same to be remedied has been given to the State by the Trustee or by the holders of not less than 
twenty percent (20%) in principal amount of the Senior Bonds then outstanding; provided that if any such failure is such that it 
cannot be cured or corrected within such ninety (90) day period, it does not constitute an Event of Default if curative or corrective 
action is instituted within such period and diligently pursued until the failure of performance is cured or corrected; and provided 
further, that no failure to observe the covenant as to the amount of Pledged Revenues shall constitute an Event of Default unless 
within one year after written notice by the Trustee of such failure the State shall not have enacted legislation such that the conditions 
contained in the Senior Indenture could have been satisfied if Additional Bonds were then to be issued; or 

 
(d)  the State is adjudged insolvent by a court of competent jurisdiction; or 
 
(e)  any proceedings are instituted with the consent or acquiescence of the State for the purpose of effecting a composition 

between the State and its creditors and if the claim of such creditors is in any circumstance payable from the Pledged Revenues or 
any other moneys or assets pledged and charged in the Senior Indenture, or for the purpose of adjusting the claims of such creditors, 
pursuant to any Federal or State statute now or hereafter enacted; or 

 
(f)  the State is for any reason rendered incapable of fulfilling its obligations under the Indenture. 
 

Remedies for Defaults 
 
Upon the happening and continuance of any of the Events of Default, and in addition to other remedies provided in the 

Senior Indenture, the Trustee, for and on behalf of the holders of the Senior Bonds (A) shall have the same rights under the Senior 
Indenture which are possessed by any of the holders of the Senior Bonds; (B) is authorized to proceed in its own name and as trustee 
of an express trust; (C) may and, upon the written request of the holders of not less than ten percent (10%) in aggregate principal 
amount of the Senior Bonds then outstanding, is required to pursue any available remedy by action at law or suit in equity to enforce 
the payment of the principal of interest and premium, if any, on the Senior Bonds; and (D) may file such proofs of claim and other 
papers or documents as may be necessary or advisable in order to have the claims of the Trustee and of the holders of the Senior 
Bonds allowed in any judicial proceeding relative to the State, or its creditors, its property, or the Senior Bonds. 

 
Defeasance 
 

The obligations of the State under the Senior Indenture and the liens, pledges, charges, trusts and assignments, covenants 
and agreements of the State therein made or provided for, are to be fully discharged and satisfied as to any Senior Bond and such 
Senior Bond is no longer to be deemed to be outstanding and will be deemed to have been paid for all purposes of Section 11.2 of 
the Senior Indenture: 

 
(i)  when such Senior Bond is canceled, or surrendered for cancellation and is subject to cancellation, or has been purchased 

by the Trustee from moneys in the Debt Service Account held by it under the Senior Indenture; or 
 
(ii)  as to any Senior Bond not canceled or surrendered for cancellation or subject to cancellation or so purchased, when 

payment of the principal of and the applicable redemption premium, if any (or the applicable redemption price) on such Senior 
Bond, plus interest on such principal to the due date thereof (whether such due date be by reason of maturity or upon redemption or 
prepayment, or otherwise), either (A) has been made or caused to be made in accordance with the terms of the Senior Indenture, or 
(B) has been provided by irrevocably depositing with the Trustee or Paying Agent for such Senior Bond, in trust, and irrevocably 
appropriated and set aside exclusively for such payment, either (1) moneys sufficient to make such payment or (2) Governmental 
Obligations, as defined in the Senior Indenture, maturing as to principal and interest in such amounts and at such times as will insure 
the availability of sufficient moneys to make such payment, or (3) a combination of both such moneys and such Governmental 
Obligations, whichever the State deems to be in its best interest, and all necessary and proper fees, compensation and expenses of the 
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Trustee and the Paying Agents for the Senior Bond with respect to which such deposit is made have been paid or the payment 
thereof provided for to the satisfaction of the Trustee and such Paying Agent; provided, however, that nothing shall require or be 
deemed to require the State to redeem term bonds in accordance with any optional fund installment schedule specified in the Senior 
Indenture or any Supplemental Indenture authorizing the issuance of Senior Bonds. 

 
At such time as a Senior Bond is deemed to be no longer outstanding, such Senior Bond shall cease to draw interest from 

the due date thereof (whether such due date be by reason of maturity, or upon redemption or prepayment, or otherwise) and, except 
for the purpose of any payment from such moneys or Governmental Obligations, shall no longer be secured by or entitled to the 
benefits of the Senior Indenture. 

 
Supplemental Indentures 

 
The Trustee and the State, from time to time and at any time and without the consent or concurrence of any holder of any 

Senior Bond, may enter into Supplemental Indentures (i) for the purpose of providing for the issuance of Additional Bonds and 
Refunding Bonds, (ii) to make any changes to or modifications of the Senior Indenture, or amendments, additions or deletions to the 
Senior Indenture which may be required to permit the Senior Indenture to be qualified under the Trust Indenture Act of 1939, as 
amended, (iii) to provide for the issuance of Senior Bonds or any series of Senior Bonds in book-entry form, in coupon form or 
registered as to principal only, and (iv) if the provisions of such Supplemental Indenture do not adversely affect the rights of the 
holders of Senior Bonds then outstanding, for any one or more of the purposes enumerated in Section 10.1 of the Senior Indenture.  
Except for Supplemental Indentures of the type referred to in (i) to (iii) above, the State and the Trustee will not enter into any 
Supplemental Indenture authorized by the above unless (A) in the opinion of counsel, the adoption of such Supplemental Indenture 
is permitted by the foregoing provisions, (B) the provisions of such Supplemental Indenture do not adversely affect the rights of the 
holders of the Senior Bonds then outstanding, and (C) except for a Supplemental Indenture which has no effect as to any Senior 
Bond or Senior Bonds then outstanding, the provisions of such Supplemental Indenture are not contrary to or inconsistent with the 
covenants or agreements of the State contained in the Senior Indenture as originally executed by the State and the Trustee or as 
amended or supplemented with the consent of the holders of the Senior Bonds. 

 
The Senior Indenture may be amended, by the State and the Trustee, upon the consent of not less than sixty percent (60%) 

of the Senior Bonds then outstanding in aggregate principal amount, for the purpose of adding any provisions to, or changing in any 
manner or eliminating any of the provisions of, the Senior Indenture, or modifying or amending the rights and obligations of the 
State and the Trustee thereunder, or modifying in any manner the rights of the holders of the Senior Bonds then outstanding; 
provided, however, that, without the specific consent of the holder of each such Senior Bond which would be affected thereby, no 
such Supplemental Indenture amending or supplementing the provisions of the Senior Indenture may:  (1) change the fixed maturity 
date for the payment of the principal of any Senior Bond or the dates for the payment of interest thereon or the terms of the 
redemption thereof, or reduce the principal amount of any Senior Bond or the rate of interest thereon or the redemption premium 
payable upon the redemption or prepayment thereof; or (2) reduce the aforesaid percentage of Senior Bonds, the holders of which 
are required to consent to any such Supplemental Indenture amending or supplementing the provisions of the Senior Indenture; or 
(3) give to any Senior Bond or Senior Bonds any preference over any other Senior Bond or Senior Bonds; or (4) authorize the 
creation of any pledge or prior call on the moneys and other assets of the Trust Estate or any lien or charge thereof prior, superior or 
equal to the pledge of and lien and charge thereon created in the Indenture for the payment of the Senior Bonds; or (5) deprive any 
holder of the Senior Bonds of the security afforded by the Senior Indenture. 

 
LITIGATION  

 
The State, its officers and employees are defendants in numerous lawsuits relating to the operations of the Department.  The 

Attorney General’s office has reviewed the status of pending lawsuits in which a financial judgment adverse to the State would be 
payable from the Special Transportation Fund.  Any amounts payable from the Fund to meet such financial judgments are subject to 
the prior lien of the Bondholders granted under the Act and the Indentures.  It is the opinion of the Attorney General that such 
pending litigation will not be finally determined so as to result individually or in the aggregate in a final judgment against the State 
which would materially adversely affect the financial condition of the Special Transportation Fund, except that in the cases 
described below under the headings “Eminent Domain Lawsuits” and “Defective Highway Lawsuits” adverse judgments in a 
number of such cases could, in the aggregate and in certain circumstances, have a significant fiscal impact.  The fiscal impact of 
adverse judgments in the cases described below under the heading “Other Lawsuits” is not determinable at this time but might be 
significant.  The cases described under “Other Lawsuits” generally do not include any individual case where the fiscal impact of an 
adverse judgment is expected to be less than $10 million. 

 
Eminent Domain Lawsuits  

 
There are 89 eminent domain appeals affecting real estate pending in the State Courts.  In each case there is the exposure to 

a monetary award in excess of the State’s original condemnation amount.  In budgeting and appropriating funds for the respective 
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Department of Transportation projects, the Department takes into account a reasonable exposure value.  One such appeal is 
noteworthy with respect to potential exposure.  Rock Acquisition Limited Partnership v. State of Connecticut, Commissioner of 
Transportation, DBD-CV-05-4001920-S, arises from the taking of a rock quarry in Brookfield, CT.  The property was condemned 
for $4.1 million.  State appraisals have more recently valued the property at approximately $2 million.  The condemnee contends 
that it was worth $70 million at the time of taking, based in large part upon a claim that its business was likely to make substantial 
money from contractors who will pay to place clean fill at the quarry.  The case proceeded to trial in 2008, and a decision is pending 
in Superior Court.  Because the condemnation is part of a federally funded DOT program, the ultimate cost to the State of this taking 
will be reduced by a significant percentage.  

 
Defective Highway Lawsuits  

 
State statutes permit lawsuits against the Commissioner of Transportation for alleged highway defects.  The State carries 

insurance for these matters, and for each pending lawsuit, defense counsel are retained by the insurance carrier providing coverage. 
 
There are approximately 520 defective highway lawsuits presently pending in State courts.  It is not possible to evaluate 

each individual case to determine if there is a real exposure over and above the insurance policy limits, nor can such an evaluation be 
made in the aggregate. 

 
Other Lawsuits 
 

With regard to any other pending litigation, the most notable matter involves White Oak Corp., which has brought demands 
for arbitration against the Department, pursuant to State statute, alleging breaches of contract in connection with both the Tomlinson 
Bridge construction project in New Haven and a separate construction project in Bridgeport.  In December 2005, the American 
Arbitration Association ruled against White Oak in the Tomlinson Bridge construction project, rejecting their claim for $90 million 
and instead awarded the Department damages in the amount of $1.1 million.  The Superior Court confirmed the panel’s decision, but 
White Oak thereafter filed a new demand for arbitration seeking $110 million for delay damages in connection with the same 
Tomlinson Bridge project.  The State sought an injunction on this second demand in light of the rulings in the first demand for 
arbitration.  The Court denied that injunction and the State appealed that decision. The Connecticut Supreme Court overturned the 
trial court’s decision and directed the trial court to grant the State’s claim for a permanent injunction.  The Bridgeport project claim 
for arbitration is ongoing and in that proceeding White Oak claims damages of $67 million.  Hearings have concluded and a decision 
is pending. 
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DOCUMENTS ACCOMPANYING DELIVERY OF THE BONDS 

 
Continuing Disclosure Agreement 

 
The State will enter into a Continuing Disclosure Agreement with respect to the 2009 Series 1 Bonds, substantially in the 

form attached as Appendix E to this Official Statement (the “Continuing Disclosure Agreement”), to provide or cause to be 
provided, in accordance with the requirements of SEC Rule 15c2-12 (the “Rule”), (i) annual financial information and operating 
data, (ii) timely notice of the occurrence of certain material events with respect to the 2009 Series 1 Bonds and (iii) timely notice of 
a failure by the State to provide the required annual financial information and operating data on or before the date specified in the 
Continuing Disclosure Agreement.  The underwriters’ obligation to purchase the 2009 Series 1 Bonds shall be conditioned upon 
their receiving, at or prior to the delivery of the 2009 Series 1 Bonds, an executed copy of the Continuing Disclosure Agreement. 

 
Under the Rule, the State must undertake to provide the required annual financial information and operating data 

commencing with its fiscal year ending June 30, 2008.  The State has never failed to comply in all material respects with any 
previous undertaking made by the State pursuant to the Rule relating to the issuance of Bonds. 

 
Absence of Litigation  

 
Upon delivery of the 2009 Series 1 Bonds, the State shall furnish a certificate of the Attorney General of the State, dated the 

date of delivery of the 2009 Series 1 Bonds, to the effect that there is no controversy or litigation of any nature pending or threatened 
seeking to prohibit, restrain or enjoin the issuance, sale, execution or delivery of the 2009 Series 1 Bonds, or the levy or collection of 
the Pledged Revenues or other receipts, funds or monies pledged for the security of the 2009 Series 1 Bonds under the Act, the 
Special Acts and the Indentures, or the pledge thereof, or in any way contesting or affecting the validity or enforceability of the 2009 
Series 1 Bonds or any of the proceedings taken with respect to the issuance and sale thereof or the application of monies to the 
payment of the 2009 Series 1 Bonds.  In addition, such certificate shall state that there is no controversy or litigation of any nature 
now pending or threatened by or against the State wherein an adverse judgment or ruling could materially adversely affect the power 
of the State to levy, collect and enforce the collection of the Pledged Revenues and other receipts, funds or monies pledged for the 
security of the 2009 Series 1 Bonds under the Act, the Special Acts and the Indentures which has not been disclosed in this Official 
Statement. 

 
Certain Legal Matters 

 
Legal matters related to the authorization, issuance and delivery of the 2009 Series 1 Bonds are subject to the approval of 

Updike, Kelly & Spellacy, P.C., Hartford, Connecticut, Bond Counsel and Lewis & Munday, A Professional Corporation, Hartford, 
Connecticut, Co-Bond Counsel.  The opinions of Bond Counsel and Co-Bond Counsel will be attached to the Bonds in substantially 
the form included in this Official Statement as Appendix D.  Certain legal matters will be passed upon for the Underwriters by their 
counsel, Hawkins Delafield & Wood LLP, New York, New York and Pullman & Comley, LLC of Hartford, Connecticut.  Hawkins 
Delafield & Wood LLP is bond counsel to the State in connection with other State bond issues (not including special tax obligation 
bond issues) and Pullman & Comley, LLC is bond counsel to the State in connection with other State bond issues (not including 
special tax obligation bond issues) and various other matters. 

 
Certificate of State Officials 

 
The purchasers of the 2009 Series 1 Bonds shall receive a certificate, dated the date of delivery of the 2009 Series 1 Bonds, 

of the State Treasurer, the Secretary of the Office of Policy and Management and the Commissioner of the Department of 
Transportation, or their duly authorized deputies, stating that the Official Statement, as of its date, and as of the date of the 
certificate, does not contain any untrue statement of a material fact or omit to state any material fact necessary to make the 
statements therein, in light of the circumstances under which they were made, not misleading and that there has been no material 
adverse change (not in the ordinary course of the operations of the State) in the financial condition of the State from that set forth in 
or contemplated by the Official Statement. 

 
LEGALITY FOR INVESTMENT 

 
The Act provides that the Bonds shall be legal investments for funds in the hands of all public officers and public bodies of 

the State and its political subdivisions, all insurance companies, credit unions, building and loan associations, investment companies, 
banking associations, trust companies, executors, administrators, trustees and other fiduciaries and pension, profit-sharing and 
retirement funds in the State.  Such Bonds may properly and legally be deposited with and received by any state or municipal officer 
or any agency or political subdivision of the State for any purpose for which the deposit of bonds or obligations of the State is now, 
or may hereafter be, authorized by law.  
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TAX EXEMPTION 

 
The Internal Revenue Code of 1986, as amended (the “Code”), establishes certain requirements which must be met 

subsequent to delivery of the 2009 Series 1 Bonds in order that interest on the 2009 Series 1 Bonds be excludable from gross income 
of the owners thereof for Federal income tax purposes.  Failure to comply with such continuing requirements may cause interest on 
the 2009 Series 1 Bonds to be includable in gross income for Federal income tax purposes retroactively to the date of their issuance 
irrespective of the date on which noncompliance occurs.  The Tax Regulatory Agreement of the State which will be delivered 
concurrently with the delivery of the 2009 Series 1 Bonds will contain representations, covenants and procedures relating to 
compliance with such requirements of the Code.  Pursuant to Section 13b-76 of the Connecticut General Statutes, the State agrees 
and covenants that it shall at all times perform all acts and things necessary or appropriate under any valid provision of law in order 
to ensure that interest on the 2009 Series 1 Bonds shall be excludable from the gross income of the owners thereof for Federal 
income tax purposes under the Code. 

 
In the opinion of Bond Counsel and Co-Bond Counsel, under existing law, interest on the 2009 Series 1 Bonds is 

excludable from gross income of the owners thereof for Federal income tax purposes, and, under existing law, interest on the 2009 
Series 1 Bonds is not treated as a preference item in calculating the Federal alternative minimum tax that may be imposed on 
individuals and corporations.  Interest on the 2009 Series 1 Bonds, however, is includable in the adjusted current earnings of certain 
corporations for purposes of computing the Federal alternative minimum tax imposed on such corporations.  In rendering the 
foregoing opinions, Bond Counsel and Co-Bond Counsel have assumed compliance by the State with the Tax Regulatory 
Agreement.  For other Federal tax information, see “Original Issue Discount,” “Original Issue Premium” and “Certain Additional 
Tax Information” herein. 
 

Further, in the opinion of Bond Counsel and Co-Bond Counsel, under existing statutes, interest on the 2009 Series 1 Bonds 
is excludable from Connecticut taxable income for purposes of the Connecticut income tax on individuals, trusts and estates and is 
excludable from amounts on which the net Connecticut minimum tax is based in the case of individuals, trusts and estates required 
to pay the Federal alternative minimum tax.  Owners of the 2009 Series 1 Bonds should consult their tax advisors with respect to 
other applicable state and local tax consequences of ownership of the 2009 Series 1 Bonds and the disposition of the 2009 Series 1 
Bonds.  Notwithstanding any past covenants of the State relating to the exclusion of interest on any previously issued special tax 
obligation bonds from gross income for purposes of the Corporation Business Tax imposed by Chapter 208 of the Connecticut 
General Statutes, Public Act 95-2 specifically requires the inclusion of interest on any State obligation, including the 2009 Series 1 
Bonds, in gross income for purposes of the Corporation Business Tax. 
 
Original Issue Discount 
 

With respect to any of the 2009 Series 1 Bonds where the initial public offering price of such 2009 Series 1 Bonds is less 
than the amount payable on those 2009 Series 1 Bonds at maturity (the “Discount Bonds”), the difference between the initial public 
offering price to the public (excluding bond houses, brokers or similar persons or organizations acting in the capacity of underwriters 
or wholesalers) at which a substantial amount of the Discount Bonds of any maturity are sold and the amount payable on such 
Discount Bonds at maturity constitutes original issue discount.  Accrued original issue discount is excludable from gross income for 
Federal income tax purposes if interest on the Discount Bonds is excluded therefrom.  Accrued original issue discount on a Discount 
Bond is also excludable from Connecticut taxable income for purposes of the Connecticut income tax on individuals, trusts and 
estates and is excludable from amounts on which the net Connecticut minimum tax is based in the case of individuals, trusts and 
estates required to pay the Federal alternative minimum tax. 
 

Under Section 1288 of the Code, the amount of original issue discount treated as having accrued with respect to any bond 
during each day it is owned is added to the adjusted basis of such owner for purposes of determining gain or loss upon the sale or 
other disposition of such bonds by such owner.  Original issue discount on any bond is treated as accruing on the basis of economic 
accrual, computed by a constant semiannual compounding method using the yield to maturity on such bond, and the adjusted basis 
of such Discount Bond acquired at such initial offering price by an initial purchaser thereof will be increased by the amount of such 
accrued original issue discount.  A portion of such increase that accrues to the owners of Discount Bonds in each year, as described 
above, is, however, included in the calculation for determining a corporation’s alternative minimum tax and may result in collateral 
Federal income tax consequences for certain owners referenced above in the year of accrual.  Consequently, corporate owners of 
Discount Bonds should be aware that the accrual of original issue discount in each year may result in an alternative minimum tax 
liability or other collateral Federal income tax consequences although the owner may not have received cash in such year.  Owners 
of the Discount Bonds are advised to consult with their tax advisors with respect to the Federal, state and local tax consequences of 
owning the Discount Bonds.  
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Original Issue Premium 
 

With respect to any of the 2009 Series 1 Bonds where the initial public offering price of such 2009 Series 1 Bonds is 
greater than the amount payable on those Bonds at maturity (the “Premium Bonds”), the excess of the price paid by the first owner 
of a Premium Bond over the principal amount payable at the maturity or the earlier call date, if any, of such Premium Bond 
constitutes original issue premium.  Original issue premium on any bond is treated as amortizing on the basis of the taxpayer’s yield 
to maturity using the taxpayer’s adjusted basis and a constant semiannual compounding method.  The portion of such premium 
amortizing over the period the Premium Bond is held by the owner does not reduce taxable income for purposes of either the Federal 
income tax or the Connecticut income tax on individuals, trusts and estates and does not reduce amounts on which the net 
Connecticut minimum tax is based in the case of individuals, trusts and estates required to pay the Federal alternative minimum tax, 
but it does reduce the owner’s adjusted basis in the Premium Bond for purposes of determining gain or loss on its disposition.  
Owners of Premium Bonds are advised to consult with their tax advisors with respect to the Federal, state and local tax 
consequences of owning the Premium Bonds. 

 
Certain Additional Tax Information 

 
The following is a brief discussion of certain Federal income tax matters under existing statutes.  It does not purport to deal 

with all aspects of Federal taxation that may be relevant to particular Beneficial Owners.  Prospective investors, particularly those 
who may be subject to special rules, are advised to consult their own tax advisors regarding the Federal tax consequences of owning 
and disposing of the 2009 Series 1 Bonds, as well as any tax consequences arising under the laws of any state or other taxing 
jurisdiction. 

 
The Code imposes an alternative minimum tax with respect to individuals and corporations on alternative minimum taxable 

income.  Interest on the 2009 Series 1 Bonds is not treated as a preference item in calculating alternative minimum taxable income.  
The Code provides, however, that a portion of the adjusted current earnings of certain corporations not otherwise included in 
alternative minimum taxable income would be included for purposes of calculating the alternative minimum tax.  The adjusted 
current earnings of a corporation includes the amount of any income accrued that is otherwise exempt from taxes, such as interest on 
the 2009 Series 1 Bonds. 

 
Ownership of the 2009 Series 1 Bonds may result in collateral Federal income tax consequences to various categories of 

persons such as corporations (including S corporations and foreign corporations), financial institutions, property and casualty and 
life insurance companies, individual recipients of Social Security and railroad retirement benefits, and individuals otherwise eligible 
for the earned income credit, and to taxpayers deemed to have incurred or continued indebtedness to purchase or carry obligations 
the interest on which is not included in gross income for Federal income tax purposes.  The foregoing is not intended to be an 
exhaustive list of potential tax consequences. 

 
Legislation affecting municipal bonds is regularly under consideration by the United States Congress.  There can be no 

assurance that legislation enacted or proposed after the date of issuance of the 2009 Series 1 Bonds will not have an adverse effect 
on the tax-exempt status or market price of the 2009 Series 1 Bonds. 

 
Bond Counsel and Co-Bond Counsel have not undertaken to advise in the future whether any events after the date of 

issuance of the 2009 Series 1 Bonds may affect the tax status of interest on the 2009 Series 1 Bonds.  No assurance can be given that 
future legislation, or amendments to the State income tax law, if enacted into law, will not contain provisions which could, directly 
or indirectly, reduce the benefit of the exclusion of the interest on the 2009 Series 1 Bonds or any gain made on the sale or exchange 
thereof from Connecticut taxable income for purposes of the Connecticut income tax on individuals, trusts and estates. 

 
Bond Counsel and Co-Bond Counsel express no opinion regarding any State or Federal tax consequences of ownership or 

disposition of the 2009 Series 1 Bonds not specifically described herein. 
 

RATINGS  
 
Moody’s Investors Service (“Moody’s”), Standard & Poor’s Ratings Services (“S&P”) and Fitch Ratings (“Fitch”) have 

assigned their municipal bond ratings of “A1” “AA” and “AA-”, respectively, to the 2009 Series 1 Bonds.  Each such rating reflects 
only the views of the respective rating agency, and an explanation of the significance of such rating should be obtained from such 
rating agency, at the following addresses: Moody’s Investors Service, 7 World Trade Center at 250 Greenwich St., New York, New 
York 10007; Standard & Poor’s Ratings Services, 55 Water Street, New York, New York 10041; Fitch Ratings, One State Street 
Plaza, New York, New York 10004.  Generally, a rating agency bases its rating on the information and materials furnished to it and 
on investigations, studies and assumptions of its own.  The above ratings are not recommendations to buy, sell or hold the 2009 
Series 1 Bonds.  There is no assurance such ratings will continue for any given period of time or that such ratings will not be revised 



61 

downward or withdrawn entirely by the rating agencies, if in the judgment of such rating agencies, circumstances so warrant.  Any 
such downward revision or withdrawal of such ratings may have an adverse effect on the market price of the 2009 Series 1 Bonds. 

 
FINANCIAL ADVISORS 

 
The State has appointed A.C. Advisory, Inc. and Public Resources Advisory Group to serve as co-financial advisors to 

assist it in the issuance of the 2009 Series 1 Bonds.  The State has appointed Lamont Financial Services Corporation to serve as 
swap advisor to assist in the termination of the Qualified Swaps on the 2003 Series 1 and 2 Bonds. 

 
UNDERWRITING 

 
The Underwriters have agreed to purchase the 2009 Series 1 Bonds at a purchase price of $448,024,516.66 (representing 

the principal amount of the 2009 Series 1 Bonds plus original issue premium of $35,191,791.40 and less the underwriters’ discount 
of $2,202,274.74).  The public offering prices may be changed from time to time by the underwriters and other dealers depositing 
the 2009 Series 1 Bonds into investment trusts at prices lower than such public offering prices. 

 
MISCELLANEOUS 

 
The State has furnished the information in this Official Statement. 
 
Information with respect to the Infrastructure Program may be obtained from Joseph F. Marie, Commissioner of the 

Department of Transportation of the State of Connecticut, located at 2800 Berlin Turnpike, Newington, Connecticut 06131-7546, 
(860) 594-3002.  Copies of the Indentures and information with respect to the State may be obtained upon request from the office of 
the State Treasurer, Honorable Denise L. Nappier, Treasurer, Attn.: Sarah Sanders, Assistant Treasurer for Debt Management, 55 
Elm Street, Hartford, Connecticut 06106, (860) 702-3288. 

 
This Official Statement is submitted in connection with the sale of the 2009 Series 1 Bonds and may not be reproduced or 

used as a whole or in part, for any other purpose.  This Official Statement has been duly authorized and approved by the State and 
duly executed and delivered on its behalf by the officials signing below.  The State’s independent auditors have agreed by letter to 
the State dated as of the date hereof that the Independent Auditors’ report dated June 30, 2007, which is Appendix C to this Official 
Statement, may be included in this Official Statement. 

 
Any statements in this Official Statement involving matters of opinion, projections or estimates, whether or not expressly 

so stated, are intended as such and not as representations of fact.  No representation is made that any of such statements will be 
realized.  The agreements of the State are fully set forth in the Indentures in accordance with the Act and this Official Statement is 
not to be construed as a contract or agreement between the State and the purchasers or owners of any of the 2009 Series 1 Bonds. 
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STATE OF CONNECTICUT 
 
 
 
By:                s/Denise L. Nappier   

Hon. Denise L. Nappier 
Treasurer of the 

State of Connecticut 
 

 
By:               s/Robert L. Genuario                         

Hon. Robert L. Genuario 
Secretary of the 

Office of Policy and Management 
 

 
By:                     s/Joseph F. Marie                           

Hon. Joseph F. Marie 
Commissioner of the 

Department of Transportation 
 
 

Dated at Hartford, Connecticut 
This 22nd  day of January, 2009 
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