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Danbury (City of) CT
New Issue - Moody's assigns Aa1 to Danbury, CT's GOs and
MIG 1 to GO BANs

Summary Rating Rationale
Moody's Investors Service has assigned a Aa1 rating to the City of Danbury, CT's $18
million General Obligation Bonds, Issue of 2017 and a MIG 1 rating to the city's $39 million
General Obligation Bond Anticipation Notes, dated July 20, 2017 and payable July 19,
2018. Concurrently, Moody's has affirmed the Aa1 rating on approximately $150 million of
outstanding general obligation debt.

The Aa1 rating reflects the city's stable financial position, sizeable and diverse tax base
with average resident incomes, elevated debt burden and manageable pension and OPEB
liabilities.

The MIG 1 rating takes into account the city's consistent history of market access as well as
its strong long-term credit profile.

Credit Strengths

» Sizeable tax base that is a regional economic and employment center

» Formal fund balance and debt policies

» Relatively favorable demographic trends relative to the state

» Focus on funding OPEB and pension liabilities

Credit Challenges

» Wealth and income levels below the state median for the rating category

» Above average debt burden

» State aid funding uncertainty

» Large OPEB liability although funding above pay-go levels

Rating Outlook
Moody's does not typically assign outlooks to local government credits with this amount of
debt outstanding.

Factors that Could Lead to an Upgrade

» Sustained increase in financial reserves

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1079492
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» Material tax base growth and diversification

» Significant improvement in wealth and income levels

Factors that Could Lead to a Downgrade

» Operating deficits resulting in a decline in reserves or liquidity

» Significant declines in tax base or deterioration of resident wealth and income

» Further increase in debt, reducing the city's budgetary flexibility

Key Indicators

Exhibit 1

Danbury (City of) CT 2012 2013 2014 2015 2016

Economy/Tax Base

Total Full Value ($000)  $     9,696,065  $      9,161,036  $     9,754,448  $    10,106,163  $   10,072,276 

Full Value Per Capita  $         119,620  $          111,765  $         117,834  $         121,067  $         118,977 

Median Family Income (% of US Median) 116.0% 116.1% 119.1% 118.4% 118.4%

Finances

Operating Revenue ($000)  $         225,901  $         233,170  $        243,095  $         252,799  $        260,278 

Fund Balance as a % of Revenues 12.3% 12.0% 11.9% 10.7% 12.7%

Cash Balance as a % of Revenues 10.3% 9.9% 9.7% 9.1% 12.9%

Debt/Pensions

Net Direct Debt ($000)  $         154,887  $        176,046  $         198,764  $         187,474  $         186,183 

Net Direct Debt / Operating Revenues (x) 0.7x 0.8x 0.8x 0.7x 0.7x

Net Direct Debt / Full Value (%) 1.6% 1.9% 2.0% 1.9% 1.8%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.3x 0.5x 0.6x 0.7x 0.9x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.7% 1.2% 1.5% 1.8% 2.4%

June 30th fiscal year end. Finances reflect the General Fund only. Fund balance refers to available fund balance (assigned, unassigned, and committed).
Source: Moody's Investors Service, City's financial statements

Detailed Rating Considerations

Economy and Tax Base: Sizeable Tax Base is a Regional Economic Center for Upper Fairfield County
Located in southwestern Connecticut (A1 stable) along Interstate 84, Danbury benefits from its proximity to major transportation
corridors and continues to evolve as a regional economic and employment center for upper Fairfield County. The sizeable $10.1 billion
equalized net grand list (ENGL) increased in two of the last three years - 6.5% in fiscal 2014, 3.6% in fiscal 2015, and -0.3% in fiscal
2016 - bringing the five year compound annual growth to 0.0%. This compares favorably to the state median of -0.9%.

The net taxable grand list, on which the tax levy is based, increased modestly the past four years, averaging 1.1% for fiscal 2015-2018,
following a 13.5% decrease in fiscal 2014 (based on the October 1, 2012 revaluation). The city is home to a strong retail presence,
specifically the Danbury Fair Mall, which is one of the largest covered shopping centers in New England. The mall is the city's largest
taxpayer at 3% of assessed value and management reports the current vacancy rate remains low and has not changed materially
over the last 12 months. Moderate new growth will come from several small to midsize commercial and residential projects that are
currently at various stages of development. Favorably, the city is one of the fastest growing municipalities in the state.

The median family income (MFI) of $78,168 is above average compared to the US (118% of US), but trails the state (88% of state
level). Similarly, the ENGL per capita at $118,977 is above US levels but less than the state average. Although the MFI and wealth levels

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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are below the state medians for the rating category, the weaker income levels are somewhat mitigated by the sizeable and diverse tax
base, as well as the city's regional importance. The city's labor market is healthy with unemployment at 3.9% (as of May 2017), below
the state and US jobless rates of 4.9% and 4.3%, respectively.

Financial Operations and Reserves: Stable Reserves; FY2018 Uncertain State Aid Funding
Available General Fund reserves have remained very stable over the past decade with available fund balance as a percentage of revenue
remaining within a narrow band of 11.4% to 13.0%. Audited fiscal 2016 available reserves were $32.9 million or a satisfactory 12.7%
of revenues. While these levels are in line with state medians they are below the national medians. These relatively low fund balance
levels are mitigated by the city's stable operating performance which benefits from a substantial portion of its revenues coming from
resilient and predictable property taxes as well as formal financial and debt policies. State aid funding uncertainty creates the potential
for operating volatility over the coming years and future reviews will evaluate the city's ability to maintain a satisfactory financial
position.

Danbury has historically appropriated reserves to balance budgets; however, conservative budgeting typically resulted in favorable
variances replenishing those appropriations. Bond premiums from annual debt issuances, while not budgeted, and asset sales have
also contributed to fund balance over the last five years. Favorably the amount of reserve appropriation for operations has declined
steadily. No fund balance is appropriated in the 2018 budget for operating purposes although the city is allocating $1.3 million for
capital purposes. In addition to state aid funding, future reviews will also focus on the city's ability to generate sufficient recurring
revenues, such as property taxes, to absorb growing expenditures related to education, healthcare and pension costs. Failure to do so
and reliance on one-time revenues could pressure the city's credit profile.

Management reports that fiscal 2017 operating performance is stable and estimates fiscal year end total General Fund reserves to
be flat or up modestly from the fiscal 2016 levels cited earlier. Positive variances for property tax revenues and salary, benefits and
purchased services expenses as well as unbudgeted bond premium revenue have offset the $750,000 reserve appropriation and $2.6
million in mid-year state aid cuts.

The fiscal 2018 adopted budget is 2.6% larger than the fiscal 2017 adopted budget and includes a mill rate increase of 0.94%. While
the budget does appropriate fund balance, reserves are allocated for capital projects not for operations as was done in past years.
At the time of publication of this report, the state budget has not yet been adopted resulting in some uncertainty for the city. The
city's budget assumes intergovernmental aid will increase to $35.4 million in fiscal 2018 from a projected $33 million in fiscal 2017
(excluding the state's on behalf payment for teachers' pensions). While the Governor's May budget proposal for fiscal 2018 also
included an increase in state aid over fiscal 2017, a reduction in state funding is possible. Like many municipalities, the city did not
include the Governor's proposal to shift a portion of the state's on-behalf teachers' pension plan payments to local governments as
this proposal has not gained traction in the legislature. In the event of a state aid shortfall, management has indicated they have some
expenditure flexibility with pay-go capital spending and can achieve savings through other cost reduction measures. Future reviews will
evaluate the city's ability to maintain a satisfactory financial position in the context of a challenging state aid funding environment.

Property taxes are the city's largest revenue source at 76% of total revenues. Collections remain very strong at over 98% in the current
fiscal year. State aid, including aid for education and on-behalf payments by the state for the teachers' pension plan, comprised 18% of
2016 revenues, generally in line with the Connecticut medians for intergovernmental aid. Notably, the city is less exposed to state aid
when compared with other large Connecticut cities and towns (>70,000 residents) in which intergovernmental accounts for 34% of
revenues.

LIQUIDITY
General Fund cash has been stable for the past four years and was $33.6 million, or 12.9% of revenues, as of fiscal 2016 year-end.
Management estimates that the net cash position may increase slightly in fiscal 2017. Post issuance, the current issue ($38 million)
will be the only short-term notes outstanding and projected coverage is roughly 0.9 times. Given the strong underlying credit quality
and history of sufficient market access, Moody's anticipates that the town will receive sufficient market access in order to refinance the
notes at maturity.
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Debt and Pensions: Above Average Debt Burden; Manageable Pension and OPEB Liabilities
Post-issuance, the debt burden will be 1.8% of ENGL (excluding sewer debt which we determined to be self-supporting), higher than
the state and national medians of 1.3% and 1.1%, respectively. The majority of the current BAN issue is to refinance maturing BAN with
the largest project related to voter-approved high school renovations.

In addition to some pay-as-you-go financing for capital projects, the city maintains a six-year Capital Improvement Program that will
result in an additional $89 million in borrowing (approximately $10 to $19 million annually) through fiscal 2023. The city may seek
voter approval for a $95 million water project in May or June of fiscal 2018. The project would be mostly covered by grants, other
communities and user charges. Despite the additional debt coming online, we expect the debt burden to remain manageable given
that the city's strong management team will ensure compliance with the formal policies to maintain debt service at a maximum of
10% of annual expenditures and the debt burden at a maximum of 3% of net taxable grand list (excluding capital leases and net of
self-supporting enterprise debt). Management projections indicate debt service as a percentage of expenditures will not exceed 7%.

DEBT STRUCTURE
All debt is fixed rate and amortization of principal is below average, with 71% repaid within ten years. Debt service costs in fiscal 2016
comprised a manageable 6% of General Fund expenditures.

DEBT-RELATED DERIVATIVES
The city is not party to any interest rate swaps or other derivative agreements.

PENSIONS AND OPEB
Danbury maintains seven locally administered defined benefit pension plans for substantially all city employees, with the exception
of teachers and certain school administrators who are covered under the state plan. The city fully funds its required contribution
for all plans, which was a combined $11.8 million in fiscal 2016, or a manageable 4.6% of General Fund expenditures. The adjusted
net pension liability, under Moody's methodology for adjusting reported pension data, is $223.5 million, or 0.9 times General Fund
revenues. Moody's uses the adjusted net pension liability to improve comparability of reported pension liabilities. The adjustments are
not intended to replace the city's reported liability information, but to improve comparability with other rated entities.

Danbury contributed $9.2 million (3.6% of expenditures) for OPEB in fiscal 2016, which represents 40% of the annual OPEB cost. The
trust fund has a current balance of approximately $2.5 million. The total unfunded liability is a sizeable at approximately $258 million.
Favorably, in 2014, the City Council adopted an OPEB Funding Policy requiring annual funding with incremental increases of 5% over
the annual pay-as-you-go funding levels with the long-term goal of prefunding the OPEB obligation and eliminating the annual funding
gap.

Total fixed costs for fiscal 2016, including debt service, required pension contributions and retiree healthcare payments, represented a
moderate 14% of expenditures.

Management and Governance: Conservative Budgeting, Formal Policies and Long-Range Planning
Management budgets conservatively, practices long-term capital planning and is guided by a minimum reserve policy. The city remains
in compliance with its formal policy to maintain an unassigned fund balance between 8% and 15% of budget.

Connecticut cities and towns have an Institutional Framework score of Aa, which is high compared to the nation. Institutional
Framework scores measure a sector's legal ability to increase revenues and decrease expenditures. Connecticut municipalities' major
revenue source, property taxes, is not subject to any caps. Unpredictable revenue fluctuations tend to be minor, or under 5% annually.
Across the sector, fixed and mandated costs are generally greater than 25% of expenditures. Connecticut has public sector unions and
additional constraints, which limit the ability to cut expenditures. Unpredictable expenditure fluctuations tend to be minor, under 5%
annually.

Legal Security
The bonds and notes are secured by the city's general obligation unlimited tax pledge.
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Use of Proceeds
A portion of the bonds and BANs will be used to refinance BANs that are maturing on July 20, 2017. The remainder of the issuances will
be used for various general purpose, school and sewer projects.

Obligor Profile
Danbury is the fastest growing city in Connecticut by population and as of the 2015 American Community Survey had 83,476
residents. The city is located northern Fairfield County, bordering New York State (Aa1 stable).

Methodology
The principal methodology used in the long term rating was US Local Government General Obligation Debt published in December
2016. The principal methodology used in the short term rating was US Bond Anticipation Notes published in April 2014. Please see the
Rating Methodologies page on www.moodys.com for a copy of these methodologies.

Ratings

Exhibit 2

Danbury (City of) CT
Issue Rating
General Obligation Bonds, Issue of 2017 Aa1

Rating Type Underlying LT
Sale Amount $18,000,000
Expected Sale Date 07/11/2017
Rating Description General Obligation

General Obligation Bond Anticipation Notes MIG 1
Rating Type Underlying ST
Sale Amount $39,000,000
Expected Sale Date 07/11/2017
Rating Description Note: Bond Anticipation

Source: Moody's Investors Service
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