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Mittis (Town of) MA
Update to credit analysis

Summary
The Town of Mi[[is, Massachusetts (Ra3) reftects a conservatlvely managed financial position,

stable tax base with above average weatth levets, and increasing but manageable debt burden

and pension tiabitity.

Credit strengths

> Strong socio-economic metrics

, Very sotid financial metrics

> Substantial portion of debt is exempt from Prop.2112

> Experienced management team

Credit challenges

> Moderatety high debt burden

> Elevated pension expense

> Limited operating ftexibitity under Prop. 2 1/2

Rating outlook
Moody's does not usuatly assign outlooks to [oca[ government credits with this amount of

debt outstanding.

Factors that coutd lead to an upgrade

> lncreased fund batance and lmproved financial metrics

> Substantial increase in property value

> Reduced debt burden

Factors that could lead to a downgrade

> Weakening of local economy or deterioration of tax base

> Trend of operating deficits resutting in a materiaI decline in reserves or tiquidity

> lncrease in debt burden beyond current expectations
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Key indicators

Millis(To,nof) MA 2013 2014 2015 2015 2017

foncmy/Ta< Bae

Total tull Vdue($000) $1,059,793 $1,059,793 $1,042,626 $1,158,639

fupuldion 2950 8,007 8,051 8,110 8,216

tull ValuetuC4ita $133,307 $132,358 $129,503 $128,561 9141,0D.

Meclian Frnily lncome (% ol LJS Median) 159.4% 163.3% 172.30/" '155.1% 155.1%

Finances

OperdirE Rwenue($000) $27,082 $28,205 $26,214 $22000 $31,4s8

tund Bdance ($000) $2,878 $2,865 $2,908 $3,510 $4,087

$3,972 $3,831 $3,784 $5,743Ca$ Bdarce($000)

furd Bdanoeasa% of Rvenues 10.6% 10.?/" 11.1"/" 13.0/" 13.0o/.

Ca*r EHance as a % ol fuenues 14.7/" 13.60/" 14.4% 15.6% 18.?/"

Debt/Rndons

Nel Drect Debt ($000) $10,086 $12,008 $13,631 $20,693 $22,060

3-Year Averee ol tvloody's Al'l FL ($000) $21,451 $27,453 $32,110 $31,571 $29,398

1.0/" 1.1o/" 1.3o/o 2.0o/" 1.9/"
Net Drect Debt / tull Vdue(7d

0.4x 0.4x 0.5x 0.8x 0.7x
Net Drd Debt / OPerding Fhrenues

lvlooqy's- diusted Nd ftndon Ljabi lity (3-yr average) to tull Vdue(7d 2.0o/o 2.6"/" 3.1% 3.0% 2.5/o

0.8x 1.0x 1.^ ta 0.9x
lvtoody's- djuded Nd ftndon Liabil ity (3-yr a/erage) to Fbvenues (x)

Fiscat year end .iune 30

Source: Town financial statements and Moody's lnvestor Service

Profile
The town is primarity residential in nature with a population of 8,216 and is located 23 miles southwest of Boston, MA (Aaa stabte)

Detailed credit considerations

Economy and Tax Base: Moderately-sized Growing Tax Base with Above Average Wealth

The S1.25 biltion tax base is expected to continue growing. Management indicates a 324 unit 55+ subdivision is expected be built out

over the next 4-5 years on the former cten Etten Country Ctub site by To[[ Brothers, and that this shoutd add 53 mittion in new growth'

More recently, a new sotar farm has been compteted and a medical marijuana dispensary is under construction which is expected to

generate Ssoo,ooo to 51 mittion in municipal revenue annually. Additionatty, management indicates continued smatl business growth

which provides ongoing strength and supPort to the [oca[ economy'

Equatized property values continue a so[id growth trend with the five year average growth rate a strong 3.4% (inctuding 2019)

and passing its pre-recession levels. Annual new growth revenue remains strong and is expected to add S525,000 The growth is

attributabte to two new subdivisions: Rockvitte Meadows which is a futty occupied 55+ subdivision and Hickory Hitts which is nearing

comp[etion of its 43 permitted units. Weatth levels are above average with median family income equal to 1557o of the US median'

The unemptoyment rate of 3.5yo (August 2018) is similar to the state and stightty lower than the nation (3.9%).

FinanciaI Operations, Reserves and Coverage: Conservative Budgeting Limited by Betow Average Reserve Levets

The financiat position is expected to remain stabte over the near term with sufficient reserves due to strong fiscal management

supported by no historica[ use of free cash for operations. Future budget drivers wi[t be an increase in debt service, health insurance

costs, education and retirement contributions. The fiscat 2017 audited financiats reftect the year ended batanced with a S511,000

deficit, however, this includes fund balance used for capital projects and deposits to the stabitization fund' Adjusting for capital project

This publication does not announce a credit rating action. tor any credit ratings referenced in this pubtication, please see the ratinSs tab on the issuer/entity page on

w.moodys.com for the most updated credit ratinS action information and rating history.
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and stabilization fund deposit the fisca[ year 2017 operations would have approximatety a S450,00 surplus. The avaitable Ceneral Fund

reserves continue to show solid growth with current levels at S4 mittion or 12.9o/o of revenues.

Fiscat 2018 operations were favorable with the state certifying a strong 51.4 mittlon in free cash. The fiscat 2019 budget increased by

7l% over the prior year driven by debt service, education and employee benefits. The budget wi[[ be balanced with a tax [er4y increase

up to the [imit.

The town's primary revenue is property taxes (637o of 2017 revenues) with a strong co[tection rate of over 98% for fiscal year 2018.

Beyond this debt the capitat ptan witt be funded on a pay go basis. However, outside the current capital plan the town and the water

and sewer departments expect to fund a new public works buitding in the next few years.

LTQUTDTW

cash and investments at the end of fiscat 20i7 represented a sotid s35.3 mittion or18% of revenues and 1 times coverage post

issuance BANs. Additionatty, we view the strong BAN market in Massachusetts as a strength which provides additional support to the

tiquidity metrics.

Debt and Pensions: Etevated but manageabte debt burden

The town,s net direct debt post issuance is expected to be approximatety S26.6 mi[[ion representing an e[evated, but sti[[ manageable

21% offiscat 201g equatized vatue. The town indicates it expects to issue an addltional s5 miltion in long term debt in 2019 to

complete its etementary schoo[ project. The town's five-year capital improvement plan reflects minimal borrowing needs which wi[[

be funded on a pay-go basis. However, not yet on the clP, is the possibitity of a new Department of Public Works bultding which it

estimates at SZ-3 mittion and woutd be debt financed, debt service woutd be shared with the water and sewer departments The debt

associated with any additionat projects wi[[ be evaluated at the time of issuance.

DEBT STRUCTURE

The entire debt portfotio is fixed rate with a front toaded debt service schedute. The school project debt is exemPt from proposition 2

% providing the town ftexibitity despite the etevated debt burden. Debt service post issuance is expected to increase lo 6.9o/o of fiscal

2017 expenses.

DEBT-RELATED DERIVATIVES

The city is not party to any interest rate swaPs or other derivative agreements.

PENSIONS AND OPEB

The town participates in the Norfolk County Retirement system a cost-sharing, muttipte-employer, pubtic employee retirement

system. ln fiscat 2017 the discount rate was elevated 8% at the 12131116 measurement date. ln fiscat 2012 the town contributed its

contractua[ly required contribution equal to S1.5 mittion or 4.630/o of cenera[ Fund expense. The ptan funding date is currentty 2031,

we[[ ahead of the state required 2040 date. The three-year average Moody's adjusted net pension tiabitity under Moody's methodology

for adjusting reported pension data, is S29.4 mittion, or o.g: times ceneral Fund revenues, similar to the state median of 551'2 mittion

and 1 times Ceneral Fund revenues. Moody's uses the adjusted net pension tiabitity to improve comparabitity of reported pension

tiabitities. The adjustments are not intended to replace the town's reported tiabitity information, but to improve comparability with

other rated entities. We determined the town's share of tiabitity for the cost-sharing plan in Proportion to its contributions to the plan'

For the year ended June 30, 2016, the town's total pension contribution was'113% of the "tread water" [eve[, the contribution amount

at whlch Moody,s has determined that there *outi be no increase in unfunded tiabitity if reported assumPtions were achieved'

The town contributes towards its opEB tiabitity on a pay-as-you-go basis and started funding a oPEB trust fund in 2016. As of fiscal

z0l7 the town has contributed zgo/o ofthe annual cost or 53 mittion. The unfunded tiabitity is 532.8 mittion as of the latest valuation

dated Juty 1, 2016. The town has estabtished an oPEB trust with a current balance of s'I01,326 and expects to continue smatl annual

deposits over the near term.

Totat fixed costs in 2017 inclusive of post issuance debt service, required pension contributions, and retiree heatth care were

manageable at s4.6 mittion, or 14o/o of ?o17 expenditures. Post issuance very timited change is expected'

3 22 October 2018
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Management and Governance: Experienced Management Team

The town adheres to fiscatty conservative budget practices and does not use free cash for operations. The town is current[y in the

process of updating a number of financiat and operational policies which will strengthen the rating. This includes developing a formal

three year budget forecast tool based on CFOA standards, formalizing their free cash policy, and developing a 10 year capital ptan.

Additionatty, the town is revisiting its OPEB funding poticy.

Massachusetts town's have an lnstitutional Framework score of Aa, which is high. lnstitutional Framework scores measure a sector's

tegat abitity to increase revenues and decrease expenditures. Massachusetts town's major revenue source, propefty taxes, are subject

to the Proposilion2l12 cap which can be overridden with voter approval only. However, the cap of 2.5o/o sti[[ attows for moderate

revenue-raising abitity. Unpredictabte revenue fluctuations tend to be minor, or under 5olo annua[!. Across the sector, fixed and

mandated costs are generatty greater than 25o/o of expenditures. However, Massachusetts has public sector unions, which can limit the

abitity to cut expenditures. Unpredictabte expenditure ftuctuations tend to be minor, under 57o annua[ty.

,t 22 October 2018
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cREDIT RATTNGS t55UED By MOODy',S tNVESTORS SERVtCE, rNC. AND tTS RATTN6S AFFTLIATES (',MrS) ARE MOODY'5 CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT

RISK OF INTITITS, CREDIT COMMITMENTS, OR DEBT OR DEBT.LIKE SECURITIES, AND MOODY'S PUBLICATIONS MAY INCTUDE MOODY'S CURRENT OPINIONS OF THE

RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDITCOMMITMENTS, OR DEBT OR DEBT.LIKE 5ECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY

MAY NOT MEET IT5 CONTRACTUAT, TINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS

DO NOT ADDRESS ANY OTHER Rl5K, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S

OPINIONS INCLUDED IN MOODY,S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACI MOODY'S PUBLICATION5 MAY ALSO INCLUDE QUANTITATIVE

MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUELISHED BY MOODY's ANALYTICS, INC. CREDIT RATINCS AND MOODY'5

PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINCS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT

PROVIDE RECOMMENDATIONS TO PURCHASE, 5ELL, OR HOLD PARTICULAR SECURITIEs. NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE

SUITABILITY OT AN INVESTMENT FOR ANY PARTICUTAR INVESTOR. MOODY'S ISSUES IT5 CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH THE EXPECTATION

AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIOERATION FOR

PURCHASE, HOLDING, OR SALE.

MOODY'S CREDIT RATINCS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR

RETAIL INVESTORS TO USE MOODY'5 CREDIT RATINGS OR MOODY'S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT

YOUR FINANCIAT OR OTHER PROFESSIONAL ADVISER. Att INFORMATION CONTAINED HEREIN I5 PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO' COPYRIGHT LAW

AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWI5E REPRODUCED, REPACKAGED, TURTHER TRANSMITTED' TRANSFERRED' DISSEMINATED' REDISTRIBUTED

oR RESOLD, OR STORED FOR SUBsEQUENT USE rOR ANy SUCH PURPOSE, tN WHOLE OR tN PARI lN ANY FORM OR MANNER OR BY ANY MTANS WHATSOEVER' BY ANY

PTRSON WITHOUT MOODY,S PRIOR WRITTEN CONSENT.

CREDIT RATINGS AND MOODY'5 PUBLICATIONS ARE NOT INTENDED TOR USE BY ANY PERsON A5 A BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOsES

AND MUST NOT BE USED IN ANY WAY THAT COUTD RESULT IN THEM BEINC CONSIDERED A BENCHMARK'

Alt information contained herein is obtained by MooDy'5 from sources believed by it to be accurate and retiable. Because of the possibility of human or mechanical error as well

as other factors, however, atl information contained herein is provided "AS ls" without waranty of any kind. MOODY's adopts att necessar measures so that the information it

MooDy,s is not an auditor and cannot in every instince independentty verify or validate information received in the rating process or in preParing the Moody's Pubtications'

particular credit rating assiSned by MOODY'5.

representatives, licenrors o, ,rppuuri, irising frcm or in connection with theinformation contained herein or the use of or inabitity to use any such information'

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY TIMETINESS, COMPLETENESS' MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH

RATING OR OTHER OPINION OR INFORMATION 15 GIVEN OR MADE BY MOODY's IN ANY FORM OR MANNER WHATSOEVER'

corporate and municipat bonds, debeniures, notes and commerciat paper) anj prefened stock mted by Moody's lnvestors Seruice, lnc' have' prior to assignment of any rating'

rated entities, and between entities who hotd ratings from Mls and have atso p-ulticty reported to the sEC an ownership interest in Mco of more than 5%, is posted annually at

www.moodys.com under the headinS "lnvestor Retations - corPorate Governance - Director and sharehotder Affiliation Policy '

service pty Limited ABN 61 oo3 399 6iiAFSL 336969 and/or Moody,s Analytics lustiatia lty t-td laN 94 105 136 972 Atsl- 383569 (as apPticabte). This document is intended

to be provided onty to ,whotesale ctients,, within the meaning of section 761G of the corporations Act zoo1. By continuing to access this document from within Austrdlia' you

represent to MooDy,s that you are, or are accessing the document as a representative ol a 'whotesale ctienti and that neither you nor the entity you rePresent wilt directly or

indirecttydisseminatethisdocumentoritscontentsto.retailctients'withinthemeaningofsection761GofthecorporationsAct2OO1 
MOODY'Screditratingisanopinionas

and inappropriate for retait investors ;o use MooDy,s credit ratings or p;tications when making an investment decision. lf in doubt you shoutd contact your financiaI or other

professionat adviser.

Additional terms for lapan onty: Moody,s Japan K.K. ('MJKK") is a whotty-owned credit rating agency.subsidiar of Moody's croup Japan 6 K , which is whotly-owned by Moody's

overseas Hotdings rnc., a whotty-ownJd suusiaiary or vto. voody's si lapan r.r. ('MSri") is i whotV-owned credit rating agency subsidiary of MJKK' MSFJ is not a Nationatty

with the.lapan Financiat SeNices Agency anjtheir regstration numbers are FSA Commissioner (Ratings) No' 2 and 3 respectively'

ranging from JPY200,O0O to aPproximatety jPY350,000,000'

MJKK and MSFJ also maintain Poticies and procedures to address Japanese regulatory requirements'

REPORT NUMBER 1146682

5 22 October 2018
Mittis (Town of) MA: Update to credit analysis

MOODY,S INVESTORS SERVICE



U.S. PUBLIC FINANCEMOODY.S INVESTORS SERVICE

CLIENT SERVICES

Americas

Asia Pacific

Japan

EMEA

1-212-553-1653

852-3551-30n

81-3-5408-4100

44-20-7772-5454

Mooov's
INVESTORS SERVICE

6 22 October 2018 Mittis (Town of) MA: Update to credit analysis


