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Update to credit analysis

Summary
The Town of Windsor Locks (Aa1), Connecticut benefits from a sound financial position,
supported by formally adopted fiscal policies and proactive management. The town's
reserve position is well above the median for other cities in the state, which is offset by a
moderately-sized, but expanding, tax base. The town's economy is stabilized by the presence
of the Bradley International Airport. Fixed costs remain manageable, providing notable
operating flexibility.

Credit strengths

» Strong financial position supported by financial policies

» Manageable fixed costs and proactive funding of OPEB liabilities

» Stabilizing presence of Bradley International Airport

Credit challenges

» Tax base size is limited relative to the median for the rating category

» Taxpayer concentration

» Possible decline in state education funding due to the state’s ongoing budget challenges

Rating outlook
Moody's does not usually assign outlooks to local government credits with this amount debt
outstanding.

Factors that could lead to an upgrade

» Sustained growth and diversification of the tax base

» Improvement in resident wealth and incomes

Factors that could lead to a downgrade

» Tax base contraction

» Declines in reserves due to sustained operating deficits

» Significant increase in debt burden or capital needs
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Key indicators

Exhibit 1

Windsor Locks (Town of) CT 2013 2014 2015 2016 2017

Economy/Tax Base

Total Full Value ($000) $1,598,600 $1,833,715 $1,741,396 $1,699,667 $1,902,931 

Population                12,531               12,554               12,564                12,537                12,537 

Full Value Per Capita $127,572 $146,066 $138,602 $135,572 $151,785 

Median Family Income (% of US Median) 128.8% 130.0% 129.1% 129.1% 129.1%

Finances

Operating Revenue ($000) $47,899 $50,171 $49,251 $49,451 $51,705 

Fund Balance ($000) $11,285 $12,511 $12,467 $13,057 $11,652 

Cash Balance ($000) $12,224 $12,684 $12,647 $11,357 $8,590 

Fund Balance as a % of Revenues 23.6% 24.9% 25.3% 26.4% 22.5%

Cash Balance as a % of Revenues 25.5% 25.3% 25.7% 23.0% 16.6%

Debt/Pensions

Net Direct Debt ($000) $20,779 $19,628 $23,607 $23,675 $28,021 

3-Year Average of Moody's ANPL ($000) $13,755 $12,894 $11,691 $16,259 $24,239 

Net Direct Debt / Operating Revenues (x) 0.4x 0.4x 0.5x 0.5x 0.5x

Net Direct Debt / Full Value (%) 1.3% 1.1% 1.4% 1.4% 1.5%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.3x 0.3x 0.2x 0.3x 0.5x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.9% 0.7% 0.7% 1.0% 1.3%

Source: Moody's Investors Service

Profile
Windsor Locks, which has a population of approximately 12,500, is located 12 miles north of Hartford and 13 miles south of Springfield,
Massachusetts. Bradley International Airport, which services Hartford, Springfield and the surrounding area, is located in the town.

Detailed credit considerations
Economy and Tax Base: Future Tax Base Growth Expected Due to Ongoing Development
Windsor Locks’ $1.9 billion equalized net grand list (ENGL) will continue to expand due to ongoing residential, commercial and
industrial development, supported by its favorable location north of the state capital, and the presence of the Bradley international
Airport. The town's ENGL has increased at a compound annual rate of 2.4% over the last five years. The town is undergoing an
assessment of businesses' personal property, which management expects to lead to an increase in the net grand list. Additionally,
several of the town's larger employers and taxpayers are expanding and a previously abandon mill is being redeveloped into a 160 unit
apartment building. Reflecting its ongoing focus on transit-oriented development, the town is relocating its commuter rail stop to the
center of downtown.

The town is zoned approximately one-third for Bradley International Airport, one-third for commercial and industrial properties, and
one-third for residential. The airport, the town's top employer, plays an important role in the town's economy, employing over 4,300
people. The top ten taxpayers are concentrated and represent a high 19.6% of the fiscal 2017 net taxable grand list, and primarily
consist of car rental and parking facilities related to the proximity to the airport, and utilities and manufacturing firms.

Resident wealth and Incomes in Windsor Locks are slightly below average for the Aa1 rating category. Median family income is 129.1%
and 95.7% of US and state levels, respectively. Full value per capita is $152,089. Unemployment in the town at 4.3% as of December
2017 remains slightly above the state and US rates which are both 3.9%.

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.

2          6 March 2018 Windsor Locks (Town of) CT: Update to credit analysis

This document has been prepared for the use of Lauren Von Bargen and is protected by law. It may not be copied, transferred or disseminated unless
authorized under a contract with Moody's or otherwise authorized in writing by Moody's.



MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

Financial Operations and Reserves: Stable Financial Position; Strong Reserves and Liquidity
The town's financial position will likely remain stable given conservative budgeting practices and management's commitment to
maintain healthy reserves. The town has had general fund surpluses in three out of the last five fiscal years with total fund balance
averaging 24.5% of revenues, in line with the town's policy to maintain reserves between 18% and 25%. These levels are well above
the median of 14.1% for Connecticut municipalities. Notably, in fiscal 2017 the town reported a $1.4 million decrease in reserves due to
a $1 million transfer to the internal service fund, out of which the town funds employee health care, and a $500,000 contribution to
OPEB in excess of the required contribution for the year. Prior to these transfers, operations would have generated a $100,000 surplus.
Positively, the town has an unrestricted net position of $7.2 million in its internal service fund, providing additional flexibility.

The fiscal 2018 budget is relatively balanced relative to the prior year and is based on a level tax rate. The budget includes the use of
$290,000 in reserves for capital projects. Going forward, the town is facing a manageable $30,000 reduction in state revenues in fiscal
2019. Should additional cuts be passed down from the state, the town is optimistic that ongoing tax base growth will bolster revenues
to offset reductions is state funds.

Property taxes comprise approximately two-thirds of general fund revenues followed by state funding revenues at almost 30%.
Education spending accounts for 64% of the town's expenditures.

LIQUIDITY
The town's liquidity at the close of fiscal 2017 was healthy with general fund net cash of $8.6 million or 16.6% of revenues. Fiscal 2017
cash was below levels in prior years due to a delay in the transfer of bond anticipation note proceeds transferred to the general fund
from the capital projects fund. Officials report that funds have since been transferred and liquidity levels in fiscal 2018 will return to
historic levels (average of 23.1% over the last five years).

Debt and Pensions: Average Debt Levels and Modest Pension and OPEB Liabilities
The town's debt burden of 1.8% (after the 2018 issuance) is manageable and slightly above the state median. Debt levels will continue
to remain manageable given the town's sound amortization of debt and moderate level of future borrowing. Debt service is affordable
and accounts for a modest 5.5% of expenditures. The town plans to perform cost studies for various capital projects in fiscal 2019 and
expects to fund the majority of projects with bond proceeds.

DEBT STRUCTURE
All of the town's debt is fixed rate and amortizes at an average pace with 72.4% of principal scheduled for retirement over the next 10
years.

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

PENSIONS AND OPEB
The town participates in the Municipal Employees' Retirement System, a multi-employer, defined benefit plan sponsored by the State
of Connecticut. The town funds 100% of the actuarial determined contribution (ADC) annually, which totaled $2 million in fiscal 2017,
or 3.8% of expenditures.

The three year average Moody's adjusted net pension liability, under Moody's methodology for adjusting reported pension data, is
$24.2 million, or a below-average and manageable 0.5 times revenues and 1.3% of ENGL. Moody's uses the adjusted net pension
liability to improve comparability of reported pension liabilities. The adjustments are not intended to replace the town’s reported
liability information, but to improve comparability with other rated entities.

For its teachers, the town participates in the State of Connecticut Teachers' Retirement System (TRS). Employer contributions to the
TRS, which are covered by on behalf payments made by the state, totaled $5.9 million in 2017. Including the town's share of the TRS
ANPL to the adjusted liabilities of the city managed plans, the ANPL totals $124.7 million, representing a high 6.6% of full value and
2.4 times revenues.

The town contributes to its OPEB liability on a partial pre-funded basis. The town has historically contributed close to or in excess
of the annual cost, far more than most local governments across the country. The fiscal 2017 contribution was $787,000 or 1.5% of
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expenditures. The balance of the trust is currently $3.2 million, and the unfunded liability is $2 million as of the most recent valuation
report dated June 2017. The plan’s funded ratio is 60.8%, which represents a substantial improvement from no assets in 2007.

Total fixed costs for fiscal 2017, including debt service, required pension contributions and retiree health care payments, represented a
manageable 10.1% of expenditures.

Management and Governance
Town management employs prudent, conservative budgeting and fiscal management practices including formal financial policies and
long-term capital plans.

Connecticut Cities 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 cities’ 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.
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