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Fitch Rates Bristol, CT's $25MM Series 2019 GO Bonds
'AAA": Outlook Stable

Fitch Ratings-New York-18 October 2019: Fitch Ratings has assigned a 'AAA' rating to the following
city of Bristol, CT general obligation (GO) bonds:

--$25,000,000 GO bonds, issue of 2019.
In addition, Fitch has affirmed the city's ratings as follows:

--Outstanding GO bonds at 'AAA";
--Issuer Default Rating (IDR) at 'AAA'.

The Rating Outlook is Stable.

The series 2019 bonds are being issued to finance various city and school projects. The bonds are

scheduled for a competitive sale on Oct. 29.

SECURITY
The bonds are backed by the city's full faith and credit and unlimited taxing authority.

ANALYTICAL CONCLUSION

The 'AAA" IDR and GO bond rating reflect the city's unlimited revenue raising ability, solid
expenditure flexibility and low long-term liability burden. The city has sustained strong operating

performance during both times of economic downturn and economic recovery.

Economic Resource Base
Bristol is a suburban city located 20 miles southwest of the state capital city of Hartford. The city's
population has been stable, numbering between 60,000 and 61,000 since 2010. The broad-based

economy includes healthcare and manufacturing and the city is home to the headquarters of ESPN.

KEY RATING DRIVERS



Revenue Framework: 'aa’

Property taxes make up approximately three quarters of the general fund revenue budget and the
city has high revenue raising capacity due to its unlimited legal taxing authority. Fitch expects
future natural revenue growth to be generally in line with inflation due to the potential for
moderate new growth in the tax base based on economic development projects planned or

underway.

Expenditure Framework: 'aa’

The city's fixed carrying costs associated with debt service, pension and other post-employment
benefits (OPEB) contributions were a low 7% of fiscal 2018 total governmental spending. Fitch
expects fixed costs as a percentage of spending to remain low even with the issuance of the 2019
bonds. Management has adequate control over headcount and wages and has shown spending

flexibility during economic downturns.

Long-Term Liability Burden: 'aaa’

Bristol's long-term liability burden for debt and Fitch adjusted net pension liabilities is low at an
estimated 4% of residents' personal income. Fitch expects the burden to remain low as a result of
manageable future borrowing plans, pensions with a positive net asset position and

above-average principal amortization.

Operating Performance: 'aaa’
Fitch expects the city to manage through periods of economic decline while maintaining a sound
financial cushion on the basis of its solid level of budgetary flexibility, prudent fiscal policies and

history of careful financial management.

RATING SENSITIVITIES
Strong Fiscal Management: Fitch expects management will continue to manage spending in line
with changes in revenues and continue to maintain its very high level of operating and financial

flexibility.

CREDIT PROFILE

Wealth levels exceed national levels but are below that of the wealthy state. Top 10 taxpayers
within the city comprise nearly 12% of taxable assessed value with ESPN having the largest share
by far at nearly 6%. ESPN is the largest employer in the city with roughly 4,200 employees. While
ESPN has made reductions in staff in the past couple of years, Fitch's rating assumes that the
company will remain a prominent presence in the city. The remainder of the top 10 taxpayers is
spread amongst a major developer, retail, utilities and a theme park. The city also benefits from

recent investments in manufacturing and the recent completion of a 60,000 square foot downtown



medical facility by Bristol Hospital, currently the city's second largest employer.

Revenue Framework

The city's primary source of revenue is property tax, which accounts for roughly three-quarters of
the general fund operating budget (exclusive of state pass-throughs for teacher pensions) and
supports stability in operating revenues. State aid, primarily associated with education, is the next
largest source of revenue and is subject to more variability, but has experienced modest increases

in recent years.

General fund revenue growth has exceeded the rate of inflation based on the 10-year compound
annual growth rate through 2018. However, tax base growth has been more modest over the last

five fiscal years.

The city's tax base was flat after the most recent five-year revaluation effective Oct. 1, 2017 for the
fiscal 2019 tax year, following significant growth of 39% based on the Oct. 1, 2007 revaluation and
a decline of 13% based on the Oct. 1, 2012 revaluation. Fitch expects future revenue growth to be
more in line with inflation, absent policy action, as a result of economic development currently
underway in the city. Fitch expects that state aid payments will continue to exhibit variability in

future years.

The strength of the city's revenue framework lies in its revenue raising authority as the city has

independent legal ability to raise taxes without limit under Connecticut law.

Expenditure Framework

Education and public safety represent the largest shares of expenditures, at roughly 57% and 13%
of the fiscal 2020 budget, respectively. Steady population trends have allowed the city to keep up
with service demands without considerable budgetary pressures, although education costs have
increased in recent years due to certain state mandates and the city's desire to continue to fund

services and programs to promote student academic achievement.

Fitch expects the natural pace of spending growth to be in line with to slightly above expected
inflationary revenue growth. At the end of fiscal 2018, the city consolidated the three pension
plans into one system, which due to its overfunding requires no city contributions. The city has a
policy to increase its pension contributions if the funding ratio for the consolidated system falls
below 125%. As of the fiscal 2018 audit, the ratio of assets to liabilities was 148%.

Carrying costs for annual debt service, pension contributions and OPEB are low at about 7% of

fiscal 2018 governmental spending. Fitch expects such levels to remain low based on debt plans



and expectations for the limited demands of pension and OPEB obligations.

The city has the ability to reduce expenses tied to its services, namely through the reduction of
staff or imposition of furloughs; however, a reduction in fire department staffing levels is limited
due to minimum manning requirements. Union contracts are subject to arbitration which is
ultimately required to take into consideration the financial capability of the city. Similar to most
Connecticut municipalities, education expenses make up the majority of the budget for the city. A
minimum budgeting rule restricts the city's ability to cut education funding from the year prior,

limiting budgetary flexibility in this area.

Debt service levels are projected to rise moderately over the next three fiscal years due to the
issuance of the series 2019 bonds but then debt service descends quickly providing flexibility to

issue additional debt in its place. Principal amortizes at a rate of roughly 64% over 10 years.

Long-Term Liability Burden

Bristol's long-term liability burden is very low at around 4% of residents' estimated personal
income. Pensions do not present a pressure, as the city's pension system is overfunded. The city's
capital improvement plan totals about $157 million, but only the first year of bonding in the plan
has been approved. Projects are primarily anticipated to be funded through bond financing at a

level which should not materially impact the long-term liability assessment.

The city's overfunded pension system has an estimated net asset to liability ratio of about 148% as
of June 30, 2018, based on the city's 7.3% investment rate of return. The ratio declines to about
128% using a Fitch adjusted 6% investment rate of return. The city's net unfunded OPEB liability
was $56 million as of June 30, 2018 (in accordance with GASB 75 reporting requirements)
representing a moderate 2% of personal income. Management has been making contributions
annually in excess of pay-as-you-go since 2008 and has accumulated assets in its OPEB trust fund
totaling approximately $10 million as of June 30, 2018. In addition, the city has made changes in its
health insurance plans available to retirees and certain of its employee groups which should
control growth in this liability.

Operating Performance

Fitch expects the city will maintain its high level of financial flexibility throughout an economic cycle
given its very strong level of inherent budget flexibility on the basis of its unlimited taxing authority
and sound spending flexibility. In addition, management has demonstrated its commitment to
maintaining high reserve levels in compliance with its policy of unassigned general fund reserves
of at least 12% of spending.



The city has managed its operations prudently through a combination of moderate annual tax levy
increases and conservative budgeting practices resulting in strong operating results in recent
years. Management took actions to control costs during the downturn and maintained a steady
level of general fund reserves within policy levels. Excess surpluses above policy levels are typically

used to support capital, fleet and maintenance spending through the city's capital fund.

Fiscal 2018 general fund operations reflected a small net operating deficit of $973,000 after
transfers, which was partially due to transfers out to the capital projects fund. The unrestricted
fund balance at fiscal end 2018 was $38 million or a high 17% of spending. Unaudited results for
fiscal 2019 reflect a surplus of about $505,000 after transfers to other funds. The fiscal 2020
approved general fund budget of $200.6 million is up 3.2% over the prior year's budget and
includes modest increases to education and public safety. The budget includes a 1.2 mill tax

increase and budgets for flat state aid revenues.
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ESG CONSIDERATIONS
Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score of 3 -
ESG issues are credit neutral or have only a minimal credit impact on the entity, either due to their

nature or the way in which they are being managed by the entity.



For more information on our ESG Relevance Scores, visit www.fitchratings.com/esg

In addition to the sources of information identified in Fitch's applicable criteria specified below,

this action was informed by information from Lumesis.
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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
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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 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.
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