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INDEPENDENT AUDITOR’S REPORT

To the Honorable Dannel P. Malloy
Governor of the State of Connecticut

Report of the Financial Statements

We have audited the accompanying financial statements of each major fund of the Special Transportation Fund
(the “Fund”) of the State of Connecticut (the “State”), as of and for the year ended June 30, 2018, and the related
notes to the financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of each major fund of the Special Transportation Fund as of June 30, 2018, and the respective

changes in financial position thereof and the respective budgetary comparison for the Special Revenue Fund for
the year then ended in accordance with accounting principles generally accepted in the United States of America.
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Emphasis of a Matter

As discussed in Note A, the financial statements present only the Special Transportation Fund and do not purport
to, and do not, present fairly the financial position of the State of Connecticut as of June 30, 2018, and the changes
in its financial position, for the year then ended in accordance with accounting principles generally accepted in the
United States of America. Our opinion is not modified with respect to this matter.

Other Matter

Management has omitted management’s discussion and analysis that accounting principles generally accepted in
the United States of America require to be presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Our opinion on the basic financial
statements is not affected by this missing information.

%a/érw«-oy Eazéa/g*— (/790»7 L

Glastonbury, Connecticut
October 26, 2018



STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2018
(Amounts Expressed in Thousands)

Special Revenue Debt Service Restricted Grants

Fund Fund Fund Total
ASSETS
Cash and cash equivalents 121,173 S - S - 121,173
Restricted investments held by Trustee - 901,920 - 901,920
Receivables:
Taxes 190,610 - - 190,610
Accounts, net of allowance for doubtful accounts
of $2,707 and $195 for the Special Revenue Fund
and Restricted Grants Fund, respectively 25,358 - 1,349 26,707
Interest 641 2,646 - 3,287
Restricted federal grants - - 105,285 105,285
Due from other funds of the State 2,646 - - 2,646
Inventories 23,270 - - 23,270
Total assets 363,698 S 904,566 S 106,634 1,374,898
LIABILITIES
Accounts payable and accrued liabilities 29,039 S - S 82,329 111,368
Due to other funds of the State - 2,646 753 3,399
Total liabilities 29,039 2,646 83,082 114,767
DEFERRED INFLOWS OF RESOURCES
Receivables to be collected in future periods 19,512 - 826 20,338
FUND BALANCES
Nonspendable:
Inventories 23,270 - - 23,270
Restricted for:
Transportation programs 291,877 - - 291,877
Debt service - 901,920 - 901,920
Federal grant programs - - 22,726 22,726
Total fund balances 315,147 901,920 22,726 1,239,793
Total liabilities, deferred inflows of resources
and fund balances 363,698 S 904,566 S 106,634 1,374,898

The accompanying notes are an integral part of these financial statements.
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STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2018
(Amounts Expressed in Thousands)

Special Revenue Debt Service Restricted Grants
Fund Fund Fund Total
REVENUES
Motor fuel taxes S 807,363 - S 5,810 S 813,173
Sales taxes 413,365 - - 413,365
License, permit and fee revenues 344,630 - - 344,630
Investment income 11,970 7,757 - 19,727
Intergovernmental grants 12,196 - 746,475 758,671
Fines and rents 17,681 - - 17,681
Sales and other services 9,223 - - 9,223
Miscellaneous 6,640 - 6,745 13,385
Total revenues 1,623,068 7,757 759,030 2,389,855
EXPENDITURES
Current:
General government 5,949 - 55 6,004
Regulation and protection 102,911 - 2 102,913
Conservation and development 4,413 - - 4,413
Transportation 800,645 - 731,041 1,531,686
Debt service:
Principal retirement 525 301,345 - 301,870
Interest and fiscal charges 633 241,891 474 242,998
Total expenditures 915,076 543,236 731,572 2,189,884
Excess (deficiency) of revenues over expenditures 707,992 (535,479) 27,458 199,971
OTHER FINANCING SOURCES (USES)
Transfers from other State funds 13,614 623,888 600 638,102
Transfers to other State funds (579,337) (13,614) (127) (593,078)
Total other financing sources (uses) (565,723) 610,274 473 45,024
Net changes in fund balances 142,269 74,795 27,931 244,995
FUND BALANCES (DEFICIT), beginning of year 176,514 827,125 (5,205) 998,434
CHANGE IN RESERVE FOR INVENTORIES (3,636) - - (3,636)
FUND BALANCES (DEFICIT), end of year $ 315,147 901,920 $ 22,726 $ 1,239,793

The accompanying notes are an integral part of these financial statements.
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STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS - SPECIAL REVENUE FUND

FOR THE YEAR ENDED JUNE 30, 2018
(Amounts Expressed in Thousands)

REVENUES
Budgeted:
Taxes, net of refunds
License, permit, and fee revenues
Federal grants
Other
Refunds of payments
Operating transfers out
Total revenues

EXPENDITURES
Budgeted:
General government
Regulation and protection
Transportation
Conservation and development
Human services
Non-functional
Total expenditures

Appropriations lapsed
Excess of revenues over expenditures
OTHER FINANCING SOURCES (USES)
Prior year appropriations carried forward

Appropriations continued to fiscal year 2018-2019
Total other financing sources (uses)

Net change in fund balance

BUDGETARY FUND BALANCE, beginning of year

CHANGE IN RESERVE FOR CONTINUING APPROPRIATIONS

BUDGETARY FUND BALANCE, end of year

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Over (Under)
S 1,187,300 S 1,205,200 S 1,215,653 S 10,453
395,200 394,100 394,940 840
12,100 12,200 12,196 (4)
9,500 16,000 17,673 1,673
(4,100) (4,900) (4,891) 9
(6,500) (5,500) (5,500) -
1,593,500 1,617,100 1,630,071 12,971
9,138 8,354 8,353 (1)
77,381 74,556 64,148 (10,408)
631,875 658,848 651,051 (7,797)
2,620 2,762 2,692 (70)
2,371 2,371 - (2,371)
839,030 806,405 757,468 (48,937)
1,562,415 1,553,296 1,483,712 (69,584)
- 32,242 - (32,242)
31,085 96,046 146,359 50,313
30,389 30,389 30,389 -
(28,643) (28,643) (28,643) -
1,746 1,746 1,746 -
S 32,831 S 97,792 148,105 S 50,313
128,004
(1,746)
S 274,363

The accompanying notes are an integral part of these financial statements.
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STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Special Transportation Fund (the “Fund”) of the State of Connecticut have
been prepared in conformity with accounting principles generally accepted in the United States of America as
promulgated in pronouncements of the Governmental Accounting Standards Board (“GASB”). Following is a summary
of significant accounting policies of the Fund.

Reporting Entity

The Special Transportation Fund of the State of Connecticut was established pursuant to Public Act 83-30 (the “Act”)
of the June 1983 Special Session of the General Assembly of the State of Connecticut (the “State”), as amended to
date, to account for the transportation related taxes, revenues and fees pledged for payment of special tax
obligation bonds (the “Bonds”) issued by the State for transportation infrastructure purposes.

After providing for debt service requirements of the Bonds, the balance of the revenues and other financing sources
of the Fund will be used for the payment of debt service on general obligation bonds of the State issued for
transportation infrastructure purposes, for the payment of certain expenditures of the State Department of Motor
Vehicles, and for the payment of expenditures of the State Department of Transportation, including both the
annually budgeted operating expenditures and the State’s share of infrastructure improvement program costs not
financed separately by other sources.

The financial position and changes in financial position of the Fund are subject to legislative actions enacted by the
General Assembly of the State of Connecticut. C.G.S. Section 13b-61a and C.G.S. Section 13b-61c specify the
amounts of the transfers from the General Fund to the Special Transportation Fund. P.A. 15-244 Section 91
eliminated all General Fund transfers to the Special Transportation Fund as of July 1, 2015 and provides that the tax
collected on gross earnings from the sale of petroleum products will be deposited directly to the Special
Transportation Fund. In addition, P.A. 15-5 Section 132 of the June 2015 Special Session, as amended by P.A. 15-1
Section 32 of the December 2015 Special Session provided for a portion of the State’s general retail sales tax
imposed under C.G.S. Section 12-408(1)(A) be deposited directly into the Special Transportation Fund, which began
on December 1, 2015.

The Special Revenue Fund is included in the basic financial statements of the State of Connecticut as a major
governmental fund, while the Debt Service Fund and Restricted Grants Fund are combined with similar funds of the
State. The financial statements of the Special Transportation Fund of the State of Connecticut are intended to
present the financial position, and the changes in financial position, of only that portion of each major fund and the
aggregate remaining fund information of the State that is attributable to the transactions of the Special
Transportation Fund. They do not purport to, and do not, present fairly the financial position of the State as of June
30, 2018 and the changes in the State’s financial position for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The Fund has not presented a management’s discussion and analysis (“MD&A”) in accordance with GASB Statement
No. 34, Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local Governments
and GASB Statement No. 37, Basic Financial Statements - and Management’s Discussion and Analysis - for State and
Local Governments: Omnibus because Management believes the focus of an MD&A is on a primary government.
The State of Connecticut, the primary government, will provide an MD&A in its annual report that will include
analysis of the Fund.



STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE A - SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Presentation

Fund Financial Statements

Fund financial statements are provided for governmental funds. Major individual governmental funds are
reported as separate columns in the fund financial statements.

The financial activities of the Special Transportation Fund are accounted for in individual funds, each of which is a
fiscal and accounting entity with a self-balancing set of accounts. Funds are utilized for the purpose of carrying
on specific activities or attaining certain objectives in accordance with special regulations, restrictions or
limitations.

The financial activities of the Special Transportation Fund are reported in the following major governmental funds
in the accompanying fund financial statements:

e Special Revenue Fund - This fund is used to account for all transportation related taxes, fees and
revenues and other receipts collected that are restricted for the payment of debt service requirements
of special tax obligation bonds and transportation related general obligation bonds issued by the State for
transportation infrastructure purposes, for the payment of certain expenditures of the State
Department of Motor Vehicles, and for the payment of budgeted appropriations made by the State
Department of Transportation. The State Department of Transportation is responsible for all aspects
of the planning, development, maintenance, and improvement of transportation in the State of
Connecticut.

e Debt Service Fund - This fund is used to account for the accumulation of resources that are restricted
for, and the payment of, principal and interest on special tax obligation bonds issued by the State for

transportation infrastructure purposes.

e Restricted Grants Fund - This fund is used to account for transportation related restricted federal and
non-federal grant revenues and expenditures.

Measurement Focus and Basis of Accounting

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are susceptible to accrual, that
is, when they are both measurable and available. Revenues are considered to be available if they are collected
within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
Fund considers revenues to be available if they are collected within 60 days of the end of the current period except
for federal revenues that are considered collectible within one year. Significant revenue sources that are considered
to be susceptible to accrual include motor fuel taxes and sales taxes. Revenue recognition policies are as follows:

e Motor Fuel Taxes and Sales Taxes - Motor fuel taxes and sales taxes are recognized as revenue in the
period when the underlying exchange has occurred and when the resources are available. Resources
received in advance are reported as unearned revenue.



STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE A - SIGNIFICANT ACCOUNTING POLICIES - Continued

Measurement Focus and Basis of Accounting - Continued

e Intergovernmental Grants and Similar Non-Exchange Transactions - Intergovernmental grants and similar
non-exchange transactions are recognized as revenue in the period when all applicable eligibility
requirements imposed by funding sources have been met and when the resources are available.
Resources received in advance are reported as unearned revenue.

e Investment Income - Investment income from restricted investments held by the trustee in the bond
service account and the debt service reserve account, and from other investments is recognized when
earned.

e License, Permit, and Fee and Other Revenues - License, permit and fee and all other revenues are
recognized as revenue when received because they are considered to be measurable and available only
when the cash is actually received.

Expenditures are recorded when the related fund liability is incurred, except for debt service expenditures and
expenditures related to compensated absences and claims and judgments, which are recorded as expenditures

when payment is due.

Cash and Cash Equivalents (amounts expressed in thousands)

Cash and cash equivalents include short-term, highly liquid investments with original maturities of three months
or less when purchased, exclusive of restricted investments held by the trustee. As of June 30, 2018, cash
equivalents total $126,240, and consist of investments in the State Treasurer’s Short-Term Investment Fund. The
State Treasurer’s Short-Term Investment Fund is an investment pool managed by the State Treasurer’s Office.
The balance in the pool is reported at net asset value per share, which is representative of the fair value of the
Fund’s pool shares.

Investments

The Fund presents all investments at fair value. The fair value of investments traded on public markets, with the
exception of investments in the State Treasurer’s Short-Term Investment Fund, as described above, is determined
using quoted market prices.

Inventories

Inventories are reported at cost using the first-in first-out (“FIFO”) method. Inventories consist of expendable
supplies held for consumption whose cost was recorded as an expenditure at the time the individual inventory
items were purchased. Reported inventories are offset by a fund balance reserve to indicate that they are
unavailable for appropriation.



STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE A - SIGNIFICANT ACCOUNTING POLICIES - Continued

Deferred Outflows/Inflows of Resources

In addition to assets, the balance sheet will sometimes report a separate section for deferred outflows of resources.
This separate financial statement element, deferred outflows of resources, represents a consumption of net
position/fund balance that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The Fund has no items that qualify for this reporting category.

In addition to liabilities, the balance sheet will sometimes report a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of net
position/fund balance that applies to future period(s) and so will not be recognized as an inflow of resources
(revenue) until that time. The Fund only has one type of item, which arises only under a modified accrual basis of
accounting, that qualifies for this reporting in this category. The Fund reports unavailable revenue from various
receivables and other revenues that are to be collected in future periods which are deferred and recognized as an
inflow of resources in the period that the amounts become available.

Compensated Absences

Employees hired on or before June 30, 1978, and managers regardless of date hired can accumulate up to a
maximum of 120 vacation days. Employees hired after that date can accumulate up to a maximum of 60 days.
Upon termination or death, the employee is entitled to be paid for the full amount of vacation days owed. No limit
is placed on the number of sick days that an employee can accumulate. However, the employee is entitled to
payment for accumulated sick time only upon retirement, or after ten years of service upon death, for an amount
equal to one-fourth of his or her accrued sick leave up to a maximum payment equivalent to sixty days.

Fund Balances (amounts expressed in thousands)

The Fund may report the following fund balance categories:

Nonspendable - Amounts that cannot be spent because they are not in spendable form or they are legally or
contractually required to be maintained intact.

Restricted - Constraints are placed on the use of resources that are either externally imposed by creditors,
grantors, contributors or laws and regulations of other governments or imposed by law through enabling
legislation.

Committed - Amounts can only be used for specific purposes pursuant to constraints imposed by formal action of
the State of Connecticut General Assembly.

Assigned - Amounts are constrained by the Fund’s intent to be used for specific purposes, but are not restricted
or committed.



STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE A - SIGNIFICANT ACCOUNTING POLICIES - Continued

Fund Balances (amounts expressed in thousands — Continued)

Unassigned - Residual classification for amounts necessary in other governmental funds to eliminate otherwise
negative fund balance amounts in the other four categories.

When both restricted and unrestricted resources are available for use, it is the Fund’s policy to use restricted
resources first, then unrestricted resources as they are needed. When committed, assigned and unassigned
resources are available for use, it is the Fund’s policy to use committed resources first, then assigned resources and
then unassigned resources as they are needed.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts and
disclosures in the financial statements. Actual results could differ from those estimates.

NOTE B - BUDGETARY INFORMATION AND LEGAL COMPLIANCE

By statute, the Governor of the State of Connecticut must submit the State budget to the General Assembly in
February of every other year. Prior to June 30, the General Assembly enacts the budget through the passage of
appropriation acts for the next two fiscal years and sets forth revenue estimates for the same period for several
funds of the State, including the Special Transportation Fund.

Budgetary control is maintained at the individual appropriation account level by agency as established in authorized
appropriation bills and is reported in the Annual Report of the State Comptroller. A separate document
demonstrating compliance with the legally adopted budget is necessary because the legal level of control is more
detailed than reflected in the accompanying Statement of Revenues, Expenditures and Changes in Fund Balances -
Budget and Actual. Before an agency can utilize amounts appropriated for a particular purpose, such amounts must
be allotted for the specific purpose by the Governor and encumbered by the State Comptroller upon request by the
agency. Such amounts can then be expended by the State Treasurer only upon a warrant, draft or order of the
State Comptroller drawn at the request of the responsible agency. The allotment process maintains expenditure
control over amounts that are not budgeted as part of the annual appropriation act.

The Governor has the power under Connecticut statute to modify budgetary allotment requests for the
administration, operation and maintenance of a budgeted agency. However, the modification cannot exceed 3
percent of the fund or 5 percent of the appropriation amount. Modifications beyond those limits, but not in excess
of 5 percent of the total funds, require the approval of the Finance Advisory Committee. The Finance Advisory
Committee is comprised of the Governor, the Lieutenant Governor, the Treasurer, the Comptroller, two senate
members, not of the same political party, and three house members, not more than two of the same political party.
Additional modifications of appropriations of more than 5 percent of the total appropriated fund can be made only
with the approval of the General Assembly.
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STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE B - BUDGETARY INFORMATION AND LEGAL COMPLIANCE - Continued

All funds of the State use encumbrance accounting. Under this method of accounting, purchase orders, contracts,
and other commitments for expenditures of the fund are recorded in order to reserve that portion of the applicable
appropriation. All encumbrances lapse at year-end and, generally, all appropriations lapse at year-end except for
certain continuing appropriations (continuing appropriations are defined as carry forwards of spending authority
from one fiscal budget into a subsequent fiscal budget). The continuing appropriations include: appropriations
continued for a one-month period after year-end which are part of a program that was not renewed the succeeding
year; appropriations continued for the entire succeeding year, as in the case of highway and other capital
construction projects; and appropriations continued for specified amounts for certain special programs.

The Special Revenue Fund is the only fund of the Special Transportation Fund for which a budget is legally adopted.
The budget is prepared on a “modified cash” basis of accounting under which revenues are recognized when
received, except for certain taxes and federal and other restricted grant revenues which are recognized when
earned. Under the modified cash basis, expenditures are recognized when paid. A comparison of actual results of
operations recorded on this basis and the final adopted budget is presented in the accompanying statement of
revenues, expenditures and changes in fund balances - budget and actual — non- GAAP budgetary basis.

A reconciliation between budgetary amounts and GAAP amounts for the Special Revenue Fund is as follows
(amounts expressed in thousands):

Special Revenue

Fund
Net change in fund balance - budgetary basis S 148,105
Increase in receivables 1,254
Increase in accounts payable
and accrued liabilities (5,344)
Decrease in continuing appropriations (1,746)
Net change in fund balance - GAAP basis S 142,269

NOTE C - RESTRICTION OF FUND REVENUES

Under the terms and provisions of special acts of the General Assembly of the State of Connecticut, the State Bond
Commission is empowered to authorize the issuance of special tax obligation bonds in one or more series to fund a
portion of the costs of the State’s infrastructure improvement projects. The bonds issued to date are described
more fully in Note G. The bonds are payable solely from, and secured by, a first pledge on the revenues of the Fund
pursuant to the Act and the Indenture of Trust dated September 15, 1984, as supplemented, and the Indenture of
Trust dated December 1, 1990, as supplemented (the “Indentures”).
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STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE C - RESTRICTION OF FUND REVENUES - Continued

Included in intergovernmental revenues are certain restricted grants. These grants represent amounts received
from federal and local governments and other sources specifically to fund their share of certain program costs
incurred. These revenues totaled approximately $759.0 million for the year ended June 30, 2018 and are not
available for debt service.

NOTE D - CASH DEPOSITS — CUSTODIAL CREDIT RISK (amounts expressed in thousands)

Custodial credit risk is the risk that, in the event of a bank failure, the Fund will not be able to recover its deposits or
will not be able to recover collateral securities that are in the possession of an outside party. The State maintains
its deposits in qualified financial institutions located in the state to reduce its exposure to this risk. These
institutions are required to maintain, segregated from their other assets, eligible collateral in an amount equal to 10
percent, 25 percent, 100 percent or 120 percent of its public deposits. The collateral is held in the custody of the
trust department of either the pledging bank or another bank in the name of the pledging bank.

The carrying value of the Fund’s cash deposits totaled a deficit of $(5,067) as of June 30, 2018. Because the Fund’s
cash deposits are commingled with those of other funds of the State, the amount of deposits subject to custodial
credit risk of the Fund’s cash deposits in accordance with GASB Statement No. 40, Deposit and Investment Risk
Disclosures is not readily determinable as of June 30, 2018.

Investments in the State Treasurer’s Short-Term Investment Fund totaling $126,240 are included in cash and cash
equivalents in the accompanying balance sheet. For purposes of disclosure under GASB Statement No. 40, such
amounts are considered investments and are included in the disclosure in Note E.

NOTE E - INVESTMENTS (amounts expressed in thousands)

As of June 30, 2018, the Fund’s investments consist of the following:

Investment Maturities (In Years)

Fair Less
Investment type Value Than 1 1to 5 6 to 10
Debt Securities
Short-Term Investment Fund S 777,045 S 777,045 S - S -
Federal Fixed Rate Securities 251,115 - - 251,115
$1,028,160 S 777,045 S - S 251,115

Because the State Treasurer’s Short-Term Investment Fund had a weighted average maturity of less than 90 days, it
has been presented as an investment with a maturity of less than one year.

A reconciliation of the Fund’s investments as presented in the accompanying balance sheet as of June 30, 2018 is as
follows:

Bond service account S 314,536
Debt service reserve account 587,384
Restricted investments held by Trustee 901,920
Cash and cash equivalents 126,240

$1,028,160
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STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE E - INVESTMENTS (amounts expressed in thousands) - Continued

Restricted investments held by the Trustee in the bond service account and the debt service reserve account are
invested by the Trustee pursuant to the terms of the Indenture.

Interest Rate Risk

The Fund’s investment policy to limit investment maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates is delineated in Article VI of the Indenture of Trust dated September
15, 1984.

Credit Risk

The Fund’s investment policies are delineated in Article VI of the Indenture of Trust dated September 15, 1984.
No investments of the Fund may have a maturity date longer than 10 years. In addition, in accordance with
Connecticut General Statutes, allowable investments include 1) obligations, securities and investments set forth
in subsection (f) of Section 3-20 of the Connecticut General Statutes and 2) participation certificates in the State
Treasurer’s Short-Term Investment Fund created under Section 3-27a of the General Statutes.

The Fund’s investments in debt securities were rated as follows at June 30, 2018:

Fair Standard
Debt Securities Value & Poors Moody's
Short-Term Investment Fund S 777,045 AAAM Unrated
Federal Fixed Rate Securities 251,115 AA+ Aaa
S 1,028,160

Concentrations of Credit Risk

The Fund places no limit on the amount of investment in any one issuer. None of the Fund’s investments met the
requirements for disclosure of any concentrations of credit risk as investments in the State Treasurer’s Short-
Term Investment Fund does not consist of securities that exist in physical or book entry form.

NOTE F - FAIR VALUE MEASUREMENTS (amounts expressed in thousands)

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants, as of the measurement date. Authoritative guidance establishes a
hierarchy of valuation techniques based upon whether the inputs to those valuation techniques reflect
assumptions other market participants would use based upon market data obtained from independent sources
(also referred to as observable inputs). The Fund classifies its assets and liabilities measured at fair value into
Level 1 (securities valued using quoted prices from active markets for identical assets), Level 2 (securities not
traded on an active market for which market inputs are observable, either directly or indirectly), and Level 3
(securities valued based on unobservable inputs). Investments are classified in their entirety based on the lowest
level of input that is significant to the fair value measurement.
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STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE F - FAIR VALUE MEASUREMENTS (amounts expressed in thousands) - Continued

The Fund’s financial assets that are accounted for at fair value on a recurring basis as of June 30, 2018, by level
within the fair value hierarchy are presented in the table below.

Significant
Prices in Other Significant
Active Observable Unobservable
Financial Assets Market Inputs Inputs
Measured at Fair Value (Level 1) (Level 2) (Level 3) Total
Federal Fixed Rate Securities S - $ 251,115 S - $251,115

NOTE G - SPECIAL TAX OBLIGATION BONDS

A summary of special tax obligation bonds issued, pursuant to the State Bond Commission’s authorization, and the
outstanding principal balances as of June 30, 2018 is as follows:

Maturing Amount of Principal
Interest Through Original Balance at
Issue Rates Dated Date Fiscal Year Issue June 30,2018
2004B Bonds* 3.00%-5.25% November 15, 2004 2020 S 89,725,000 $ 16,765,000
2008 1 Bonds* 3.50%-5.00% October 1, 2008 2022 97,690,000 7,080,000
2008A Bonds 3.50% - 5.00% December 10, 2008 2029 300,000,000 123,455,000
2009 1 Bonds* 3.50% - 5.00% January 29, 2009 2022 415,035,000 116,700,000
2009A Bonds 2.50% - 5.00% November 10, 2009 2030 195,970,000 47,760,000
2009B Bonds  4.86%-5.74% November 10, 2009 2030 304,030,000 304,030,000
2010A Bonds 2.00% - 5.00% November 10, 2010 2020 199,570,000 76,610,000
2010BBonds  4.13%-5.46% November 10, 2010 2031 400,430,000 376,160,000
2010C Bonds* 2.00% - 5.00% November 10,2010 2023 137,675,000 79,705,000
2011ABonds  3.38%-5.00% December 15, 2011 2032 221,230,000 181,525,000
2011B Bonds* 2.00% - 5.00% December 15, 2011 2023 233,845,000 74,425,000
2012ABonds  2.00%-5.00% December 21,2012 2033 502,290,000 408,875,000
2012B Bonds* 5.00% December 21, 2012 2025 125,100,000 97,450,000
2013ABonds  2.00%-5.00% November 21, 2013 2034 600,000,000 521,435,000
2014A Bonds 2.00% - 5.00% October 16,2014 2035 600,000,000 550,925,000
2014B Bonds* 3.00%-5.00% October 16,2014 2026 131,545,000 117,295,000
2015ABonds  3.00%-5.00% October 15, 2015 2036 700,000,000 656,660,000
2015B Bonds* 2.00% - 5.00% October 15, 2015 2028 139,770,000 139,770,000
2016ABonds  3.00%-5.00% September 28,2016 2037 800,000,000 775,605,000
2016B Bonds* 2.00% - 5.00% September 28,2016 2029 68,265,000 68,265,000
2018A Bonds 4.00% - 5.00% February 8, 2018 2038 800,000,000 800,000,000

$ 5,540,495,000

* Represents refunding bonds that were not issued against the State Bond Commission’s authorization.
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STATE OF CONNECTICUT
SPECIAL TRANSPORTATION FUND
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2018

NOTE G - SPECIAL TAX OBLIGATION BONDS - Continued

Proceeds from the sale of special tax obligation bonds were used to: fund the State’s Infrastructure Improvement
Fund, fund any required deposits to the debt service reserve fund (held as restricted investment by Trustee — see
Note E) and to pay costs associated with the sale of the bonds. The Infrastructure Improvement Fund was
established by the State to account for the net bond proceeds to be used for Transportation Infrastructure
Improvement projects and is a separate capital project fund of the State and is not part of the Special
Transportation Fund.

Revenues are credited to the Special Transportation Fund and funds are transferred to the Fund’s debt service
account to the extent required to meet debt service requirements as provided by the Indentures. In addition, the
Fund is required to maintain the debt service reserve account at a level equal to the maximum annual principal and
interest requirements on the Bonds as defined in the Indentures, for the current or any future fiscal year.

The 2004 Series B Bonds are not subject to redemption prior to maturity.

The 2008 Series 1 Bonds maturing on or after February 1, 2021 will be subject to redemption, at the election of the
State, on or after February 1, 2018 at any time, in whole or in part and by lot within a maturity, in such amounts as the
State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on February 1, 2018 and thereafter.

The 2008 Series A Bonds maturing on or after November 1, 2019 will be subject to redemption, at the election of the
State, on or after November 1, 2018 at any time, in whole or in part and by lot within a maturity, in such amounts as the
State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on November 1, 2018 and thereafter.

The 2009 Series 1 Bonds maturing on or after February 1, 2020 will be subject to redemption, at the election of the
State, on or after February 1, 2019 at any time, in whole or in part and by lot within a maturity, in such amounts as the
State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on February 1, 2019 and thereafter.

The 2009 Series A Bonds maturing after December 1, 2019 will be subject to redemption, at the election of the State, on
or after December 1, 2019 at any time, in whole or in part and by lot within a maturity, in such amounts as the State
may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on December 1, 2019 and thereafter.

The 2009 Series B Bonds are subject to both make-whole and extraordinary optional redemption, prior to their
stated maturity dates at the election of the State, in whole or in part at any time at a redemption price equal to the
greater of: 1) the original issue price set forth in the official statement (but not less than 100% of the principal
amount); or 2) the sum of the present value of the remaining payments of principal and interest to maturity
discounted to the payment date per the provisions set forth in the bond documents at the time of issuance.

The 2010 Series A Bonds are not subject to redemption prior to maturity.

The 2010 Series B Bonds are subject to both make-whole and extraordinary optional redemptions, prior to their
stated maturity dates at the election of the State, in whole or in part at any time at a redemption price equal to the
greater of : 1) the original issue price set forth in the official statement (but not less than 100% of the principal
amount); or 2) the sum of the present value of the remaining payments of principal and interest to maturity
discounted to the payment date per the provisions set forth in the bond documents at the time of issuance.
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SPECIAL TRANSPORTATION FUND
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NOTE G - SPECIAL TAX OBLIGATION BONDS - Continued

The 2010 Series C Bonds maturing on or after November 1, 2021 will be subject to redemption, at the election of the
State, on or after November 1, 2020 at any time, in whole or in part and by lot within a maturity, in such amounts as the
State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on November 1, 2020 and thereafter.

The 2011 Series A Bonds maturing on or after December 1, 2022 will be subject to redemption, at the election of the
State, on or after December 1, 2021 at any time, in whole or in part and by lot within a maturity, in such amounts as the
State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on December 1, 2021 and thereafter.

The 2011 Series B Bonds maturing on or after December 1, 2022 will be subject to redemption, at the election of the
State, on or after December 1, 2021 at any time, in whole or in part and by lot within a maturity, in such amounts as the
State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on December 1, 2021 and thereafter.

The 2012 Series A Bonds maturing on or after January 1, 2024 will be subject to redemption, at the election of the State,
on or after January 1, 2023 at any time, in whole or in part and by lot within a maturity, in such amounts as the State
may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on January 1, 2023 and thereafter.

The 2012 Series B Bonds maturing on or after January 1, 2024 will be subject to redemption, at the election of the State,
on or after January 1, 2023 at any time, in whole or in part and by lot within a maturity, in such amounts as the State
may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on January 1, 2023 and thereafter.

The 2013 Series A Bonds maturing on or after October 1, 2024 will be subject to redemption, at the election of the
State, on or after October 1, 2023 at any time, in whole or in part and by lot within a maturity, in such amounts as the
State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on October 1, 2023 and thereafter.

The 2014 Series A Bonds maturing on or after September 1, 2025 will be subject to redemption, at the election of the
State, on or after September 1, 2024 at any time, in whole or in part and by lot within a maturity, in such amounts as
the State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on September 1, 2024 and thereafter.

The 2014 Series B Bonds maturing on or after September 1, 2025 will be subject to redemption, at the election of the
State, on or after September 1, 2024 at any time, in whole or in part and by lot within a maturity, in such amounts as
the State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on September 1, 2024 and thereafter.

The 2015 Series A Bonds maturing on or after August 1, 2026 will be subject to redemption, at the election of the State,
on or after August 1, 2025 at any time, in whole or in part and by lot within a maturity, in such amounts as the State
may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on August 1, 2025 and thereafter.
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NOTE G - SPECIAL TAX OBLIGATION BONDS - Continued

The 2015 Series B Bonds maturing on or after August 1, 2026 will be subject to redemption, at the election of the State,
on or after August 1, 2025 at any time, in whole or in part and by lot within a maturity, in such amounts as the State
may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on August 1, 2025 and thereafter.

The 2016 Series A Bonds maturing on or after September 1, 2027 will be subject to redemption, at the election of the
State, on or after September 1, 2026 at any time, in whole or in part and by lot within a maturity, in such amounts as
the State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on September 1, 2026 and thereafter.

The 2016 Series B Bonds maturing on or after September 1, 2027 will be subject to redemption, at the election of the
State, on or after September 1, 2026 at any time, in whole or in part and by lot within a maturity, in such amounts as
the State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on September 1, 2026 and thereafter.

The 2018 Series A Bonds maturing on or after February 1, 2038 will be subject to redemption, at the election of the
State, on or after January 1, 2028 at any time, in whole or in part and by lot within a maturity, in such amounts as the
State may determine. The bonds may be redeemed by the payment of principal and accrued interest thereon at a
redemption price equal to 100 percent of the principal amount outstanding on January 1, 2028 and thereafter.

The aggregate principal and interest maturities on the bonds (scheduled payments to bondholders) are as follows
(amounts expressed in thousands):

Year ending June 30: Principal Interest Total
2019 S 323,470 S 263,714 S 587,184
2020 319,155 252,578 571,733
2021 335,515 237,201 572,716
2022 317,240 221,127 538,367
2023 329,170 205,312 534,482
2024-2028 1,636,400 781,669 2,418,069
2029-2033 1,486,025 373,196 1,859,221
2034-2038 793,520 79,257 872,777

$ 5,540,495 $ 2,414,054 S 7,954,549

Bonds Authorized But Not Issued

As of June 30, 2018, the State has $3.7 million of special tax obligation bonds that have been authorized by the State
Bond Commission but not issued. These bonds would be payable from the revenues of the Fund if issued.
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NOTE H - CHANGES IN LONG TERM OBLIGATIONS (amounts expressed in thousands)

Although the Fund does pay certain long-term obligations, these obligations have not been reported in the
accompanying fund financial statements. A summary of changes in long-term obligations of the Fund for the year
ended June 30, 2018 is as follows:

Balance, Balance,
Description July 1, 2017 Additions Reductions June 30, 2018
Special tax
obligation bonds S 5,041,840 S 800,000 S  (301,345) S 5,540,495
General obligation
refunding bonds 525 - (525) -
Compensated
absences 53,231 - (328) 52,903
Claims and judgements
(See Note K) 4,930 1,985 (4,900) 2,015

$ 5,100,526 $ 801,985 $ (307,098) S 5,595,413

NOTE | - ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities consist of the following as of June 30, 2018 (amounts expressed in thousands):

Special Restricted
Revenue Grants
Fund Fund Total
Accounts payable S 14,765 S 74,562 S 89,327
Salaries and wages payable 14,274 1,743 16,017
Contracts payable - retainage - 6,024 6,024
S 29,039 S 82,329 S 111,368

NOTE J - INTERFUND BALANCES

Interfund Receivables and Payables

A summary of interfund receivables and payables as of June 30, 2018 are as follows (amounts expressed in

thousands):
Receivable Fund Payable Fund Amount
Special Revenue Fund Debt Service Fund S 2,646
Other funds of the State Restricted Grants Fund S 753

The above balances resulted from the time lag between the dates that (1) interfund goods and services are provided
or reimbursable expenditures occur, (2) transactions are recorded in the accounting system, and (3) payments
between funds are made.
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NOTE J - INTERFUND BALANCES - Continued

Interfund Transfers

A summary of interfund transfers for the year ended June 30, 2018 is as follows (amounts expressed in thousands):

Transfer In Transfer Out Amount
Special Revenue Fund Debt Service Fund S 13,614
Debt Service Fund Special Revenue Fund S 573,837

Other funds of the State 50,051

S 623,888

Restricted Grants Fund Other funds of the State S 600
Other funds of the State Restricted Grants Fund S 127
Special Revenue Fund 5,500

S 5,627

Transfers are used primarily to (1) move revenues from the fund that statute or budget requires to collect them
to the fund that statute or budget requires to expend them, and (2) to move receipts restricted for debt service
from the funds collecting the receipts to the Debt Service Fund as debt service payments become due.

NOTE K - COMMITMENTS AND CONTINGENCIES
Litigation

The State is a defendant in numerous lawsuits relating to the operations of the Fund. The State of Connecticut, Office
of the Attorney General (the “Attorney General”) has reviewed the status of pending lawsuits in which a financial
judgment adverse to the State may be paid from the Fund, the estimated exposure of which approximates $2.0
million, subject to a prior lien in favor of the Bonds.

The Fund is involved in certain legal proceedings and is subject to certain lawsuits and claims in the ordinary course of
its business. Such pending litigation will not be finally determined so as to result individually or in the aggregate in a
final judgment against the Fund which would materially affect its financial position.

Arbitrage Rebate Requirements

Section 148 of the Internal Revenue Code, as enacted by the Tax Reform Act of 1986, requires that 90% of the
earnings from the investment of tax-exempt bond proceeds that exceed the yield on tax-exempt bonds be remitted
to the federal government. In accordance with this regulation, the Fund is required to rebate a portion of its
investment earnings on the proceeds of the Bonds to the federal government. There were no rebate payments made
during the year ended June 30, 2018. There was no liability for arbitrage rebate as of June 30, 2018.

Contractual Commitments

The State entered into a contractual agreement with H.N.S. Management Company, Inc. (“HNS”) to manage and
operate the bus transportation system (“System”) for the State. The State shall pay all expenditures of the System
including all past, present and future pension plan liabilities of the personnel employed by the System and any other
fees, as agreed upon. Upon termination of the agreement, the State shall assume all of the existing obligations of
HNS, including all pension liabilities described below. Although the Fund has no liability related to these costs,
payments may be made by the Fund if so directed by the State.
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NOTE K - COMMITMENTS AND CONTINGENCIES - Continued

Contractual Commitments (Continued)

In addition, the Fund has other contractual commitments for various transportation related operating and project
costs. As of June 30, 2018, the aggregate contractual commitments totaled approximately $3.92 billion. Funding of
these expenditures is expected to be received from federal and other grants and other revenues to be received by
the Fund.

Pensions

Certain employees of the Fund participate in the State Employees’ Retirement System (“SERS”), which is administered
by the State Employees’ Retirement Commission. The Fund has no liability for these pension costs other than the
annual contribution, pursuant to Public Act 83-30 of the June 1983 Special Session of the General Assembly of the
State of Connecticut as amended to date. In addition, the actuarial study was performed on the SERS as a whole and
does not provide separate information for employees of the Fund. Therefore, certain pension disclosures cannot be
provided. Information on the total SERS funding status and progress, required contributions and trend information
can be found in the State of Connecticut’s Comprehensive Annual Financial Report.

The Fund’s contribution is determined by applying a State mandated percentage to eligible salaries and wages. The
contribution made by the Fund totaled $116.4 million for the year ended June 30, 2018.

NOTE L - INTERFUND ALLOCATIONS
The Fund is one of many funds within the State of Connecticut financial reporting entity. As a result, certain
transactions of the Fund, including operating transfers and certain allocations of expenses among funds, are under the

direction of management of the State.

Allocation of Bank Charges (amounts expressed in thousands)

The Fund invests in the State Treasurer’s Short-Term Investment Fund, which is a money market investment pool
administered by the State Treasurer. In addition, the Fund’s cash balances are managed by the State of Connecticut,
Office of the Treasurer. Bank charges allocated to the Fund totaled $448.3 for the year ended June 30, 2018.

Risk Management (amounts expressed in thousands)

The State of Connecticut, through its State Insurance and Risk Management Board, is responsible for risk
management of the Fund’s activities through the use of commercial and self-insurance. Workers’ compensation
insurance and unemployment insurance allocated to the Fund totaled $4,818 and $329, respectively for the year
ended June 30, 2018.

NOTE M — SUBSEQUENT EVENTS

On October 25, 2018 the State issued $750,000,000 of special tax obligation bonds with an interest rate of 5.0% with
a final maturity in fiscal year 2038 for transportation infrastructure purposes.

On October 25, 2018 the State issued $100,105,000 of special tax obligation refunding bonds with interest rates
ranging from 3.0% to 5.0% with a final maturity in fiscal year 2026 to refund $109,490,000 of 2008 Series A bonds.
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