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Fitch Ratings - New York - 15 May 2020: Fitch Ratings has assigned an 'A+' rating to
the following obligations of the state of Connecticut:

--$850 million special tax obligation (STO) bonds, transportation infrastructure
purposes (2020 series A).

The STO bonds will be offered by negotiated sale the week of May 18, 2020.
In addition, Fitch has affirmed outstanding STO bonds at 'A+".

The Rating Outlook is Stable.

SECURITY

STO bonds are secured by a gross lien on pledged revenues and other receipts
deposited to the special transportation fund (STF) prior to any other uses.
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ANALYTICAL CONCLUSION

The 'A+' ratings and Stable Rating Outlook on Connecticut's STO bonds reflect
ample resiliency of the financing structure and strong debt service coverage, and
considers the support provided by state policy actions on taxes, debt and capital to
manage the fund over time, as growth prospects for revenues are otherwise slow yet
still solid. The new bonds and all outstanding bonds have been issued under a senior
lien, with no second lien bonds outstanding.

Pledged revenues are expected to remain economically sensitive and future
allocation of portions of statewide sales tax to the STF is likely to benefit the fund,
providing firmer future growth prospects than would be provided if the STF were
funded solely by transportation-related receipts. Although coronavirus-related
revenue declines will affect the fund in fiscal years 2020 and 2021, the state projects
arebound over several years through fiscal 2023, aided by the additional sales tax
revenue allocations, with a return to flatter growth anticipated in fiscal 2024.

The security is exposed to the state's ability to statutorily adjust both the rates of
pledged taxes and fees and their distribution among its funds, despite the passage of
a constitutional amendment in 2018 that requires revenue, once deposited in the
STF, to be spent on transportation purposes. This exposure places a cap on the STO
rating at the state of Connecticut's 'A+' Issuer Default Rating (IDR).

KEY RATING DRIVERS

Growth Prospects Steady: Underlying growth prospects for transportation-related
revenues pledged to the bonds are likely to be flat over time. The pledge of a portion
of statewide sales taxes adds diversity to the pledge beyond transportation receipts
and supports more steady growth over time. Receipts are economically sensitive,
and trends are affected by state actions to shift receipts to support transportation
capital and operating needs.

Leverage Limits and High Resiliency: Pledged revenues can absorb a significant

decline and still provide sufficient coverage of debt service based on current
revenue expectations. A minimum of 2.0x maximum annual debt service (MADS) is
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required for additional bonds, limiting leverage of pledged resources. The bonds also
carry a 2.0x annual coverage requirement.

Linkage with State: The credit is exposed to operations of the state of Connecticut
by virtue of the state's ability to statutorily adjust both the rates of pledged taxes
and fees and their distribution among the state's funds, despite a constitutional
amendment that requires revenue once deposited in the STF to be spent solely on
transportation purposes. This interdependence caps the STO rating at the state of
Connecticut's 'A+' IDR.

RATING SENSITIVITIES

Factors that could, individually or collectively, lead to positive rating action/upgrade:

--Upgrade in State's IDR: an upgrade of Connecticut's 'A+' IDR could result in an
upgrade in the STO bonds' rating, given the linkage of the rating on STO bonds to the
state's IDR.

Factors that could, individually or collectively, lead to negative rating
action/downgrade:

--Lower Resilience of Pledged Revenues: an extended economic contraction beyond
Fitch's current baseline scenario that substantially impairs pledged receipts and
reduces their resiliency relative to MADS could lead to a downgrade.

--Revenue Changes that Narrow Coverage: the rating assumes continued active
management by the state of pledged revenues to support transportation needs over
time. State actions that shift pledged revenues away from the STF or otherwise lead
to narrower coverage would reduce resilience and lead to a downgrade.

--Downgrade in State's IDR: a downgrade of Connecticut's 'A+' IDR would resultin a
downgrade in the rating on STO bonds, given the linkage of the rating on STO bonds
to the state's IDR.

BEST/WORST CASE RATING SCENARIO
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International scale credit ratings of Public Finance issuers have a best-case rating
upgrade scenario (defined as the 99th percentile of rating transitions, measured in a
positive direction) of three notches over a three-year rating horizon; and a worst-
case rating downgrade scenario (defined as the 99th percentile of rating transitions,
measured in a negative direction) of three notches over three years. The complete
span of best- and worst-case scenario credit ratings for all rating categories ranges
from 'AAA' to 'D'. Best- and worst-case scenario credit ratings are based on historical
performance. For more information about the methodology used to determine
sector-specific best- and worst-case scenario credit ratings, visit
https://www.fitchratings.com/site/re/10111579.

CURRENT DEVELOPMENTS

Sectorwide Coronavirus Implications

The recent outbreak of the coronavirus and related government containment
measures worldwide create an uncertain global environment for U.S. state and local
governments and related entities in the near term. As severe limitations on
economic activity only began recently, most state governments' fiscal and economic
data do not fully reflect credit impairment. Material changes in revenues and
expenditures are occurring across the country and likely to worsen in the coming
weeks and months as economic activity suffers and public health spending increases.
Fitch's ratings are forward looking, and Fitch will monitor developments in state and
local governments related to the severity and duration of the virus outbreak, and
incorporate revised expectations for future performance and assessment of key
risks.

In its baseline scenario, Fitch assumes sharp economic contractions hit major
economies in the first half of 2020 at a speed and depth unprecedented since World
War Il. Recovery begins from the third quarter of 2020 onward as the health crisis
subsides after a short but severe global recession. GDP remains below its fourth-
quarter 2019 level until mid-2022. A severe but plausible downside scenario
includes a prolonged health crisis and negative economic shock. Additional details,
including key assumptions and implications of the baseline scenario and a downside
scenario, are described in the April 2020 report "Fitch Ratings Coronavirus
Scenarios: Baseline and Downside Cases - Update,' at www.fitchratings.com.

Coronavirus - Connecticut STF Budget and Liquidity Update:
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Budgetary and liquidity impacts of the pandemic and lockdown are not sparing the
STF, although bondholders are protected by a first lien on deposits to the fund,
monthly deposits for debt service on a one-sixth, one-twelfth basis, and a debt
service reserve funded at MADS.

Gasoline consumption is well below typical levels given stay-at-home orders, oil
companies tax are well below recent levels due to the drop in global crude oil prices,
and motor vehicle receipts, which include registration fees, have been subject to a
90-day deferral. As of its April 2020 consensus update, the state forecasts fiscal
2020 STF revenues falling $183 million, or 10.5%, from the level projected in the
enacted budget, resulting in an annual deficit of $152 million, compared with a $39
million surplus at budget enactment. The outlook for fiscal 2021 is similar, with
forecast STF revenues falling $204 million, or 10.8%, from earlier forecast levels,
leaving the STF with an annual deficit of $140 million.

Including the impact of forecast changes, the STF has a cumulative surplus forecast
at $168 million in fiscal 2020, diminishing to $29 million in fiscal 2021. Although
long-term forecasts beyond fiscal 2021 show deficiencies in the fund, this is not
inconsistent with past forecasts, with the state's practice of actively revisiting
capital, debt, revenue and expense policy decisions to ensure transportation needs
are met.

ECONOMIC RESOURCE BASE

Connecticut has a diverse, mature and wealthy economic base, with flat to modestly
declining population trends and an aging demographic profile, consistent with many
other states in the region. The state's diverse economy includes a sophisticated,
defense-related manufacturing sector, important finance and insurance sectors in
Fairfield County and Hartford, respectively, health and education institutions, and
tourism linked in part to Indian gaming in the state's southeast.

In contrast to past economic expansions, the state's employment performance in the
expansion that recently ended had been unusually slow. Economic impacts of the
pandemic and lockdown have unfolded rapidly, with Fitch calculating that based on
first-time claims since mid-March, jobs lost as a percentage of the labor force equals
a steep 31%, more severe than the 19.3% median for all U.S. states. The state's
unemployment rate has historically run below the U.S. rate but exceeded the nation
for much of the recovery; the unemployment rate was 4.1% in 2019, compared with
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3.9% for the U.S. Personal income per capita ranks highest among the states, at
140% of the national level, although annual growth in aggregate personal income
has been below the nation's since 2011.

DEDICATED TAX CREDIT PROFILE

The credit is exposed to the operations of the state of Connecticut by virtue of the
state's ability to statutorily adjust both the rates of pledged taxes and fees and their
distribution among the state's funds or for other purposes. Notwithstanding voter
approval of the constitutional dedication of the STF for transportation purposes
only in 2018, the Legislature retains its discretion to adjust rates and/or allocations
of pledged revenues prior to deposit of revenues into the STF. The state actively
manages capital, debt issuance, revenues and expenditures in the STF, to identify
and address cumulative deficits in the STF over the state's longer-term
transportation planning window.

STO bonds are secured by a gross lien on pledged revenues and other receipts
deposited to the STF prior to any other uses. All outstanding bonds are on a senior
lien, with debt outstanding under a second lien called in April 2020. Pledged
revenues consist of a motor fuels tax charged on gasoline, diesel and other fuels sold
by distributors; vehicle license, permit and fee revenue; a tax on gross earnings from
the sale of petroleum products containing oil derivatives; portions of the general
statewide sales tax and the sales tax levied on new automobile purchases; various
motor vehicle registration, inspection and user fees; and a department of motor
vehicle (DMV) sales tax levied on the casual sale of non-commercial motor vehicles,

aircraft, vessels and snowmobiles.

LIMITED GROWTH PROSPECTS FOR TRANSPORTATION RECEIPTS

Fitch views growth prospects for the diverse mix of transportation and general
receipts securing the STO bonds to be relatively stable over time. STF revenues are
derived primarily from economically-sensitive transportation-related collections,
although recently boosted allocations of statewide sales tax revenue add diversity
and reduce exposure to transportation-related activity. Over time, the mix of
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dedicated revenue sources compensates for expected slower growth in
transportation-related revenue sources. Notwithstanding the coronavirus-driven
decline beginning in fiscal 2020, Fitch expects longer term collections to recover and
remain sound in the absence of further revenue changes by the state. Total fiscal
2019 net revenues grew 3.6%, and longer-term growth prospects are flat but
supported by the additional sales tax revenue flowing to the STF. The state's April
2020 consensus revenue forecast projects a 7.2% decline in available net revenue in
fiscal 2020 and an increase of 7.1% in fiscal 2021.

Motor fuels taxes increased 2% YOY in fiscal 2019 as a $0.026 increase in the diesel
fuel tax rate, to $0.465 per gallon, boosted receipts. Going forward, the state
forecasts a relatively sharp decline in 2020 collections due to a coronavirus-related
consumption decline, followed by a bounce-back and return to relatively flat
collections through fiscal 2024. Motor vehicle-related (MV) receipts, along with
license, permit and fee (LPF) revenues, will continue to demonstrate the variability
associated with annual customer transactions. MV receipts are expected to rise
modestly in 2020, followed by a surge in fiscal 2021 given 90-day delays in
registration deadlines tied to the coronavirus lockdown, before returning to
relatively slow levels of growth.

Volatility in oil companies tax collections reflects broader crude oil price trends. The
tax fell for three consecutive years, from fiscal 2015 through 2017, but grew rapidly
in fiscal 2018 with gains in oil prices. Going forward, oil companies tax is expected to
fall in fiscal 2020 and 2021 due to the plunge in oil prices, followed by a gradual
increase. General statewide sales tax deposited to the STF was approximately $371
million in fiscal 2019 and is currently forecast to grow to $693 million in fiscal 2024
due to the car sales tax phase-in through fiscal 2023, inflation, and economic growth;
this is a slower rate of growth compared to recent forecasts. On a per penny basis,
sales tax revenue is expected to grow slightly above the rate of inflation. Sales tax
revenue is expected to become the largest component of the STF at 32% in fiscal
2022.

The STF, like the general fund, is subject to the state's revenue cap that limits
appropriations relative to revenues beginning in fiscal 2020. The appropriations
limit begins at 99.5% of expected revenue in fiscal 2020 and phases in to 98% in
fiscal 2026 and thereafter. Looking ahead to fiscal 2024, once the full allocation of
automobile sales tax is complete and netting the impact of the revenue cap, the state
projects only 2.4% growth in available net revenues in the STF, a modest level absent
additional tax policy action.
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RESILIENCE OF PLEDGED RECEIPTS

STF forecast performance is closely managed, with an annual coverage and a
balanced budget requirement, ongoing revenue monitoring and frequent forecast
updates that allow the state to quickly identify weakness in STF resources. Based on
forecast cumulative surpluses in the STF, the scope of state transportation capital
and operating needs, the shifting appetite for transportation borrowing and the
periodic need for general fund relief, legislative action on a one-time or multi-year
basis has resulted in tax rates changes, taxable base adjustments and statutory
diversions.

In the current environment, Fitch is assessing resilience of dedicated tax receipts
using a severe shock scenario informed by the Fitch Global Infrastructure Group's
scenarios for passenger and truck traffic which assumes significant traffic losses in
year one and a recovery in year two. For receipts pledged to the STO bonds, the
corresponding revenue impact would equal 34% decline in year one, with a slower
recovery in year two and a return to the state's assumptions thereafter. This stress
scenario assumption for the STO bonds is more conservative than the state's
forecast declines and is also more conservative than the differences in economic
sensitivity for each of the pledged receipts noted above would imply.

Based on this severe shock scenario, Fitch views the bonds as still having a robust
level of resilience. Coverage of MADS (in fiscal 2023), including the new bonds, by
stressed fiscal 2020 receipts would still be 1.7x, a level below the ABT but well
above the level necessary to provide sum-sufficient coverage of debt service. Fiscal
2020 stressed revenues could still tolerate a 41% decline while still providing
coverage of MADS. Although these results imply a lower level of resilience in the
current environment, Fitch views the continued active monitoring of the fund and
frequent adjustments to pledged receipts as further mitigating the risk posed by the
current economic shock.

Fiscal 2020 estimated revenues cover MADS on outstanding senior bonds and the
new bonds at 2.4x. Although state debt issuance has declined in recent years,
projections include continual borrowing to address significant transportation needs,
which is forecast to result in narrower coverage over the forecast period.
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For additional information on the state of Connecticut's IDR, see "Fitch Affirms
Connecticut's IDR at 'A+', Rates $900MM GO Bonds 'A+'; Outlook Stable," available
at www.fitchratings.com.

CRITERIA VARIATION

None identified.

In addition to the sources of information identified in Fitch's applicable criteria
specified below, this action was informed by information from Lumesis.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER
OF RATING

The principal sources of information used in the analysis are described in the
Applicable Criteria.

ESG CONSIDERATIONS

The highest level of ESG credit relevance, if present, is a score of 3. This means ESG
issues are credit-neutral or have only a minimal credit impact on the entity(ies),
either due to their nature or to the way in which they are being managed by the
entity(ies). For more information on Fitch's ESG Relevance Scores, visit

www.fitchratings.com/esg.

RATING ACTIONS

ENTITY/DEBT RATING

Connecticut,
State of (CT)
[General

Government]
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ENTITY/DEBT RATING

e Connecticut, LT A+ Affirmed
State of (CT)
/Special Tax
Oblig Trans
Infr/1LT

VIEW ADDITIONAL RATING DETAILS
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Primary Rating Analyst
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Senior Director
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Sandro Scenga

New York
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Additional information is available on www.fitchratings.com

APPLICABLE CRITERIA

U.S. Public Finance Tax-Supported Rating Criteria (pub. 27 Mar 2020) (including
rating assumption sensitivity)
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APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to
criteria providing description of model(s).

FAST States & Locals - Fitch Analytical Stress Test Model, v2.4.0 (1)

ADDITIONAL DISCLOSURES

Dodd-Frank Rating Information Disclosure Form
Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

Connecticut, State of (CT) EU Endorsed

DISCLAIMER

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN
ADDITION, THE FOLLOWING HTTPS://WWW.FITCHRATINGS.COM/RATING-
DEFINITIONS-DOCUMENT DETAILS FITCH'S RATING DEFINITIONS FOR EACH
RATING SCALE AND RATING CATEGORIES, INCLUDING DEFINITIONS
RELATING TO DEFAULT. PUBLISHED RATINGS, CRITERIA, AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S
CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND
PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION
OF THIS SITE. DIRECTORS AND SHAREHOLDERS RELEVANT INTERESTS ARE
AVAILABLE AT HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH
MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY
ORITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR
WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE
FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH
WEBSITE.
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READ LESS

COPYRIGHT

Copyright © 2020 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33
Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax:
(212) 480-4435. Reproduction or retransmission in whole or in part is prohibited
except by permission. All rights reserved. In issuing and maintaining its ratings and in
making other reports (including forecast information), Fitch relies on factual
information it receives from issuers and underwriters and from other sources Fitch
believes to be credible. Fitch conducts a reasonable investigation of the factual
information relied upon by it in accordance with its ratings methodology, and
obtains reasonable verification of that information from independent sources, to the
extent such sources are available for a given security or in a given jurisdiction. The
manner of Fitch's factual investigation and the scope of the third-party verification it
obtains will vary depending on the nature of the rated security and its issuer, the
requirements and practices in the jurisdiction in which the rated security is offered
and sold and/or the issuer is located, the availability and nature of relevant public
information, access to the management of the issuer and its advisers, the availability
of pre-existing third-party verifications such as audit reports, agreed-upon
procedures letters, appraisals, actuarial reports, engineering reports, legal opinions
and other reports provided by third parties, the availability of independent and
competent third- party verification sources with respect to the particular security or
in the particular jurisdiction of the issuer, and a variety of other factors. Users of
Fitch's ratings and reports should understand that neither an enhanced factual
investigation nor any third-party verification can ensure that all of the information
Fitch relies on in connection with a rating or a report will be accurate and complete.
Ultimately, the issuer and its advisers are responsible for the accuracy of the
information they provide to Fitch and to the market in offering documents and other
reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,
including independent auditors with respect to financial statements and attorneys
with respect to legal and tax matters. Further, ratings and forecasts of financial and
other information are inherently forward-looking and embody assumptions and
predictions about future events that by their nature cannot be verified as facts. As a
result, despite any verification of current facts, ratings and forecasts can be affected
by future events or conditions that were not anticipated at the time a rating or
forecast was issued or affirmed.

The information in this report is provided "as is" without any representation or
warranty of any kind, and Fitch does not represent or warrant that the report or any
of its contents will meet any of the requirements of a recipient of the report. A Fitch
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rating is an opinion as to the creditworthiness of a security. This opinion and reports
made by Fitch are based on established criteria and methodologies that Fitch is
continuously evaluating and updating. Therefore, ratings and reports are the
collective work product of Fitch and no individual, or group of individuals, is solely
responsible for a rating or a report. The rating does not address the risk of loss due
to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not
engaged in the offer or sale of any security. All Fitch reports have shared authorship.
Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact
purposes only. A report providing a Fitch rating is neither a prospectus nor a
substitute for the information assembled, verified and presented to investors by the
issuer and its agents in connection with the sale of the securities. Ratings may be
changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch
does not provide investment advice of any sort. Ratings are not a recommendation
to buy, sell, or hold any security. Ratings do not comment on the adequacy of market
price, the suitability of any security for a particular investor, or the tax-exempt
nature or taxability of payments made in respect to any security. Fitch receives fees
from issuers, insurers, guarantors, other obligors, and underwriters for rating
securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable
currency equivalent) per issue. In certain cases, Fitch will rate all or a number of
issues issued by a particular issuer, or insured or guaranteed by a particular insurer
or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000
to US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or dissemination of a rating by Fitch shall not constitute a consent by
Fitch to use its name as an expert in connection with any registration statement filed
under the United States securities laws, the Financial Services and Markets Act of
2000 of the United Kingdom, or the securities laws of any particular jurisdiction.
Due to the relative efficiency of electronic publishing and distribution, Fitch
research may be available to electronic subscribers up to three days earlier than to
print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd
holds an Australian financial services license (AFS license no. 337123) which
authorizes it to provide credit ratings to wholesale clients only. Credit ratings
information published by Fitch is not intended to be used by persons who are retail
clients within the meaning of the Corporations Act 2001

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as
a Nationally Recognized Statistical Rating Organization (the "NRSRQ"). While
certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form
NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO

https://www.fitchratings.com/research/us-public-finance/fitch-rates-connecticut-850-million-sto-bonds-a-stable-15-05-2020 13/14



5/15/2020 Fitch Rates Connecticut's $850 Million STO Bonds 'A+'/Stable

(see https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries
are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings
issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-
NRSRO personnel may participate in determining credit ratings issued by or on
behalf of the NRSRO.

READ LESS

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained at the request of the
rated entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY

Fitch's approach to ratings endorsement so that ratings produced outside the EU
may be used by regulated entities within the EU for regulatory purposes, pursuant
to the terms of the EU Regulation with respect to credit rating agencies, can be
found on the EU Regulatory Disclosures page. The endorsement status of all
International ratings is provided within the entity summary page for each rated
entity and in the transaction detail pages for all structured finance transactions on
the Fitch website. These disclosures are updated on a daily basis.
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