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Credit Profile

US$18.0 mil GO BANs ser 2020 dtd 07/16/2020 due 07/15/2021

Short Term Rating SP-1+ New

US$12.0 mil GO bnds ser 2020 due 07/15/2040

Long Term Rating AA+/Stable New

Danbury GO

Long Term Rating AA+/Stable Affirmed

Danbury GO BANs ser 2020 dtd 07/16/2020 due 07/15/2021

Short Term Rating SP-1+ Affirmed

Rating Action

S&P Global Ratings has assigned its 'AA+' long-term rating to Danbury, CT's series 2020B $12 million general

obligation (GO) serial bonds and affirmed the 'AA+' rating on the city's GO debt outstanding. At the same time, we

assigned our 'SP-1+' short-term rating to the city's series 2020 GO bond anticipation notes (BANs) and affirmed our

'SP-1+' rating on the city's existing BANs. The outlook is stable.

The short-term rating on the notes reflects our criteria for evaluating and rating BANs. In our view, Danbury maintains

a very strong capacity to pay principal and interest when the notes come due. We view its market risk profile as low

because the city has strong legal authority to issue long-term debt to take out the notes and is a frequent debt issuer

that regularly provides ongoing disclosure to market participants.

The bonds and BANs are a GO of the city, for which it has pledged its full-faith-and-credit taxing power to levy ad

valorem taxes, without limit as to rate or amount, on all taxable property within its jurisdiction. Officials plan to use

series 2020 bond and BAN proceeds to fund various capital projects.

Credit overview

The affirmation reflects our opinion of Danbury's very strong management, which has supported its history of what we

consider strong budgetary performance, resulting in strong budgetary flexibility. While the majority of operating

revenue is from local property taxes, we believe there is an event risk from the current economic environment as a

result of COVID-19, particularly related to intergovernmental revenue and local receipts over the short term..

However, the stable outlook reflects our view of the city's good financial position, supported by strong reserves,

consistent balanced operating results in the past three years, low fixed costs, and strong financial management

conditions. We believe these factors should allow the city to manage any potential weakening of its economy and

potential state aid reductions or delays in fiscal 2021.

The rating also reflects our view of the city's:
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• Strong economy, with access to a broad and diverse metropolitan statistical area (MSA);

• Very strong management, with strong financial policies and practices under our Financial Management Assessment

(FMA) methodology;

• Adequate performance, with operating results that we expect could deteriorate in the near term relative to fiscal

2019, which closed with balanced operating results in the general fund and an operating surplus at the total

governmental fund level;

• Very strong liquidity, with total government available cash at 22.8% of total governmental fund expenditures and

2.9x governmental debt service, and access to external liquidity we consider strong;

• Very strong debt and contingent liability profile, with debt service carrying charges at 7.8% of expenditures and net

direct debt that is 48.2% of total governmental fund revenue, as well as low overall net debt at less than 3% of

market value and rapid amortization, with 65.5% of debt scheduled to be retired in 10 years; and

• Strong institutional framework score.

Environmental, social, and governance factors

Our rating action incorporates our view regarding the health and safety risks posed by the COVID-19 pandemic.

Absent the implications of COVID-19, we consider the city's social risks in line with those of the sector. We analyzed

the town's environmental and governance risks relative to its economy, management, financial measures, and debt and

liability profile, and determined that all are in line with our view of the sector standard.

Stable Outlook

Downside scenario

If management cannot maintain budgetary balance, and reserves diminish significantly, we could lower the rating.

Upside scenario

If underlying economic indicators improve, we could raise the rating, particularly given our view of its very strong

management. Additionally, management would need to make progress toward addressing outsized retirement

liabilities while improving reserves through consistent positive financial performance.

Credit Opinion

Strong economy

We consider Danbury's economy strong. The city, with an estimated population of 87,543, is located in Fairfield

County in the Bridgeport-Stamford-Norwalk, CT MSA, which we consider to be broad and diverse. The city has a

projected per capita effective buying income of 100.1% of the national level and per capita market value of $128,838.

Overall, the city's market value grew by 0.7% over the past year, to $11.3 billion in 2021. The county unemployment

rate was 4.0% in 2018.

The city has easy road access to New York City, Hartford, and Norwalk. Danbury is home to Danbury Fair Mall, one of

New England's largest covered malls and the city's leading taxpayer, accounting for 3% of its net grand list.

Commercial and industrial properties account for 25% of the net grand list, while residential properties account for
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58.3%.

Danbury is also a regional employment center, with stable employers representing a broad spectrum of concerns.

Leading employers include:

• Western Connecticut Health Center (2,665 employees),

• Boehringer-Ingelheim Pharmaceuticals (2,500), and

• Danbury School System (1,750).

Officials think various citywide developments will continue, despite a slight slowdown as a result of the COVID-19

pandemic. Several economic projects are still ongoing, including the Summit at the Matrix and a new banquet facility.

The city continues to experience residential development. Management expects the opportunity zone designation will

help spur development in the downtown area.

The city continues to invest in infrastructure, including a partnership with New York State to create a direct-access rail

line to Danbury from New York City; however, we expect this project will be delayed significantly. Danbury Airport is

also undergoing enhancements to attract and better allow corporate, commuter, and recreational air travel.

Very strong management

We view the city's management as very strong, with strong financial policies and practices under our FMA

methodology, indicating financial practices are strong, well-embedded, and likely sustainable.

The city's budget assumptions are conservative, coupled with multiyear historical trend analysis. In June 2014, the city

council adopted formal budgetary, other postemployment benefits (OPEB) funding, debt management, and reserve

policies. The debt management policy specifies debt limits, permissible debt structures, and use of bond proceeds. The

reserve policy outlines maintaining unassigned reserves at 8%-15% of expenditures. We understand management

provides elected officials with monthly budget updates, as required by the city charter, and investment reports as

requested. Management maintains an informal long-term financial plan and updates its formal five-year,

council-approved capital improvement plan annually.

Adequate budgetary performance

Danbury's budgetary performance is adequate, in our opinion. The city had balanced operating results in the general

fund, and surplus results across all governmental funds of 1.9% in fiscal 2019. Our assessment accounts for our

expectation that budgetary results could deteriorate as a result of risks associated with the current pandemic and

subsequent recession. General fund operating results of the city have been stable over the past three years.

The town recently adopted its 2021 budget, which is $500,000 million higher, at $262 million. The board of education's

budget did increase by approximately $1.25 million. We note that the town has maintained its millage rate and will still

see a slight increase in property tax revenue, as a result of grand list growth. The town has budgeted for declines in

certain line items on both the revenue side and the expense side in an effort to maintain balanced operations.

The adopted fiscal 2020 budget is $261.5 million, up $4.5 million from fiscal 2019; the budget assumes the governor's

budget for intergovernmental revenue. A $2.75 million increase in board of education funding is one of the main
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factors of that increase. Currently, the city is monitoring its exposure to delays in revenues related to COVID-19,

primarily those related to property taxes and delays in state aid. Based on current expectations, the town expects to

use approximately $630,000 in fund balance. However, we expect the town will be able to receive reimbursements for

expenses related to COVID-19.

Fiscal 2019 results include adjustments for recurring transfers and one-time capital expenditures paid for with bond

proceeds. Management primarily attributes the fiscal 2019 surplus to conservative budgeting that led to lower

expenditures. The city's recurring stronger-than-budgeted property tax revenue is one positive revenue highlight.

Salaries, benefits, and purchase-and-contract services have also resulted in savings. Property taxes generate about 74%

of general fund revenue, while state aid contributes about 21%. Historically, the city has maintained strong tax

collections.

We believe the city is operating in a tighter budget environment with the possibility of uncertain state support, coupled

with increasing student population and robust capital projects. We believe the city will face economic headwinds that

will further compound the tight budgetary environment, including possible reductions in state aid, slower property tax

collection rates, and stagnant collections in other economically sensitive revenues. Based on these assumptions, we do

not expect the city will be able to maintain strong performance, and we anticipate performance deterioration.

Strong budgetary flexibility

Danbury's budgetary flexibility is strong, in our view, with an available fund balance in fiscal 2019 of 14.7% of

operating expenditures, or $39.7 million.

Management has consistently maintained strong budgetary flexibility during the past three fiscal years. Management's

reserve policy limits its unassigned fund balance to 8% of expenditures. Because it has historically adhered to these

targets, we do not expect flexibility will likely deteriorate.

We anticipate that Danbury will keep available reserves at a level we consider strong, as management has

demonstrated an ability to adjust spending when needed.

Very strong liquidity

In our opinion, Danbury's liquidity is very strong, with total government available cash at 22.8% of total governmental

fund expenditures and 2.9x governmental debt service in 2019. In our view, the city has strong access to external

liquidity, if necessary.

Danbury has demonstrated strong market access by issuing GO bonds within the past several years. Therefore, we

expect liquidity will likely remain very strong, because there is no significant deterioration of cash balances planned or

expected. Furthermore, we note the city does not have any contingent liquidity risk from financial instruments with

payment provisions that change upon the occurrence of certain events. Additionally, management is not aggressive in

its use of investments.

Very strong debt and contingent liability profile

In our view, Danbury's debt and contingent liability profile is very strong. Total governmental fund debt service is 7.8%

of total governmental fund expenditures and net direct debt is 48.2% of total governmental fund revenue. Overall net

debt is low, at 1.3% of market value, and approximately 65.5% of the city's direct debt is scheduled to be repaid within

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 22, 2020   5

Summary: Danbury, Connecticut; General Obligation; Note



10 years, which are in our view positive credit factors.

Following the current bond issue, Danbury will have approximately $221.9 million of total direct debt outstanding,

including $18 million in bond anticipation notes (BANs). To be conservative, we have not considered future permanent

financing and outstanding BANs amortization in our amortization calculations; thus, amortization has fallen below

65%. Officials currently plan to issue about $63 million of additional debt during the next four to five years: $38.7

million for city infrastructure projects, $23.3 million for a new middle-school project. The middle-school project, which

management expects to fund with 63% grant funding, will address spacing issues for increasing enrollment. Danbury's

remaining share of the sewer plant project is approximately $52.6 million. The city plans to fund the project through

user fees, grants, and a Clean Water Fund loan, with other municipalities funding the remainder. However, we do not

expect future debt plans to change Danbury's debt profile materially.

Danbury maintains, in our view, low overall net debt. Management expects to maintain debt service below 10% of

expenditures and debt at less than 3% of market value.

Pension and other postemployment benefits

• We do not view pension and OPEB liabilities as a source of credit pressure for Danbury at this time because of its

limited contributions compared with budget.

• Pensions face high risk of unexpected contribution escalations as a result of an aggressive return assumption.

However, we expect contributions will likely remain affordable, given the current relatively low carrying charge,

strength of the city's revenue base, and our expectation that management will factor rising costs into its budget.

• OPEB liabilities are largely paid on a pay-as-you-go basis, which, given claims volatility as well as medical cost and

demographic trends, is likely to lead to escalating costs.

Danbury participated in the following defined-benefit plans, measured as of June 30, 2019:

• General Employees Plan: 71.99% funded, $43.2 million net pension liability;

• Pre-1967 Police Plan: 27.84% funded, $3.5 million net pension liability;

• Pre-1967 Fire Plan: 35.03% funded, $3.4 million net pension liability;

• Post-1967 Police Plan: 72.07% funded, $15.2 million net pension liability;

• Post-1967 Fire Plan: 76.98% funded, $22.9 million net pension liability;

• Post-1983 Police Plan: 66.68% funded, $21.7 million net pension liability;

• Post-2011 Fire Plan: 92.39% funded, $63,845 net pension liability; and

• A single-employer, defined-benefit health care plan for city and school district employees: 4.02% funded and net

OPEB liability of $207.9 million.

Poorly funded plans above are not considered substantial risk because of their limited size. Overall funded level is

considered weak-to-adequate. Management's policy for all pension plans is to fund the full actuarial recommendation

each year, which we view positively, though we note that contributions are scheduled to increase each year with

expected payroll growth. If payroll does not grow as expected, contributions could grow faster than expected. Assets
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for each of the city's pension plans may only be used to pay benefits for that plan, but all are invested in a single trust,

assuming an annual return of 7.125%. We view this assumption as weak, since it is higher than our 6.5% guideline and

includes high risk of contribution volatility.

Management's policy for the OPEB plan is to contribute in excess of the minimum pay-as-you-go amount, with a goal

of eventually paying the actuarial recommendation; however, we note that as part of the 2021 budget, the city may roll

back funding its OPEB trust fund. As of fiscal 2019, the city had under $9 million set aside in trust fund assets to cover

$217 million in OPEB liabilities, and there is no plan to negotiate for reducing benefits.

Danbury's combined required pension and actual OPEB contributions totaled 7.2% of total governmental fund

expenditures in 2019. Of that amount, 4.2% represented required contributions to pension obligations and 2.9%

represented OPEB payments. The city made 100% of its annual required pension contribution in 2019. Although

retirement costs remain manageable, we believe increasing pension and OPEB contributions could pressure the

budget.

Strong institutional framework

The institutional framework score for Connecticut municipalities is strong.

Related Research

• Through The ESG Lens 2.0: A Deeper Dive Into U.S. Public Finance Credit Factors, April 28, 2020

Ratings Detail (As Of June 22, 2020)

Danbury GO BANs

Short Term Rating SP-1+ Affirmed

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed

to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for

further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating

action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.
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