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Middlebury (Town of) CT
Update to credit analysis following upgrade

Summary
The Town of Middlebury, CT (Aa1) benefits from a stable financial position, which is
supported by conservative management, a high reliance on property taxes, formal policies
and low fixed costs. While the town's tax base is notably below the median for the rating
category, resident income and wealth levels are very strong. The town has a modest amount
of debt outstanding and its pension liabilities are limited due to the closing of its defined
benefit plan to new employees in 2011.

On August 24, we upgraded the town's GO rating to Aa1. We also assigned a Aa1 to the
town's $7 million General Obligation Bonds, Issue of 2018.

Credit strengths

» Stable financial position supported by conservative management

» Very limited reliance on state revenues

» Strong resident income and wealth levels

» Low fixed costs

Credit challenges

» Tax base is below the medians of similarly rated credits

Rating outlook
Outlooks are not typically assigned to local government issuers with this amount of debt
outstanding.

Factors that could lead to an upgrade

» Tax base growth

» Increase in reserves and liquidity

Factors that could lead to a downgrade

» Tax base deterioration

» Trend of structural imbalance resulting in weakened financial position

» Significant increase in debt or capital needs
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Key indicators

Exhibit 1

Middlebury (Town of) CT 2013 2014 2015 2016 2017

Economy/Tax Base

Total Full Value ($000) $1,314,966 $1,338,288 $1,373,322 $1,365,405 $1,354,921 

Population                 7,550                  7,575                  7,597                 7,606                 7,606 

Full Value Per Capita $174,168 $176,672 $180,772 $179,517 $178,138 

Median Family Income (% of US Median) 167.2% 161.5% 158.3% 177.8% 177.8%

Finances

Operating Revenue ($000) $28,603 $29,650 $29,538 $31,015 $31,601 

Fund Balance ($000) $3,374 $3,136 $2,803 $4,053 $4,159 

Cash Balance ($000) $2,256 $2,311 $1,668 $5,757 $6,078 

Fund Balance as a % of Revenues 11.8% 10.6% 9.5% 13.1% 13.2%

Cash Balance as a % of Revenues 7.9% 7.8% 5.6% 18.6% 19.2%

Debt/Pensions

Net Direct Debt ($000) $8,197 $7,674 $6,938 $6,215 $9,110 

3-Year Average of Moody's ANPL ($000) $7,840 $8,370 $9,067 $11,284 $12,628 

Net Direct Debt / Full Value (%) 0.6% 0.6% 0.5% 0.5% 0.7%

Net Direct Debt / Operating Revenues (x) 0.3x 0.3x 0.2x 0.2x 0.3x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.6% 0.6% 0.7% 0.8% 0.9%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.3x 0.3x 0.3x 0.4x 0.4x

2018 FV ($000) = $1,345,566
Source: Moody's Investors Service

Profile
Located just west of Waterbury along Interstate 84, Middlebury is a largely residential town with a population of 7,606 as of 2016.

Detailed credit considerations
Economy and Tax Base: Moderately-sized tax base with strong socioeconomic profile
The town's tax base will continue to grow at a modest pace due to new residential and commercial development. As of 2018, the
equalized net grand list (ENGL), or full value, totaled $1.3 million, which is below the national median for the rating category. The town
has experience moderate growth in recent years, reporting a compound annual increase of 0.5% in the ENGL over the last five years.
Officials report continued development of a town-home development and several small commercial developments. Total value of
building permits have remained relatively stable over the last three years.

Resident income and wealth levels are very strong, a credit strength to the town. ENGL per capita is $178,908, above the statewide
median of $168,771 for Aa1 rated credits. Additionally, median family income is a high 177.8% compared to the nation. The
unemployment rate as of May 2018 is low at 3.4%, relative to 4.3% for the state and 3.6% for the nation.

Financial Operations and Reserves: Stable financial position supported by conservative budgeting
The town's financial position will remain sound given conservative budgeting and management practices. Over the last five years,
general fund balance has averaged 13.3% of revenues, which is in line with the state median for the rating category. Unassigned fund
balance averaged 11% of revenues over the same time period, above the town's 8% policy. Operating stability is supported by annual
tax rate increases, conservative spending practices and a commitment to use reserves only for one time needs. Property taxes are the
town's largest revenue, accounting for 92.8% of fiscal 2017 revenues. The town has very limited dependence on state revenues (3.7%
of 2017 revenues), which is a credit positive given recent and potential future budget cuts at the state level.

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.
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Officials project relatively balanced operations in fiscal 2018. The fiscal 2019 budget represents a 3.6% increase over the prior year and
includes a 1 mill increase in the tax rate, largely to support increased education expenses. The budget does not include the use of any
reserves.

LIQUIDITY
Liquidity is sound, totaling $6.1 million, or 19.2% of revenues, in fiscal 2017. The difference between fund balance and cash is largely
driven by prepaid property taxes for the subsequent fiscal year. The town's cash levels are in line with statewide medians.

Debt and Pensions: Low debt burden; limited pension liabilities
Middlebury's debt position will remain manageable given the absence of future debt plans and a currently low debt burden. After the
issuance of the Series 2018 bonds, the town's debt burden will total 0.9% of ENGL. There are currently no additional debt plans as
officials report minimal capital needs that are expected to be funded on a pay-go basis.

DEBT STRUCTURE
All of the town's debt is fixed rate. Payout is slow with 55.2% of principal repaid within 10 years.

DEBT-RELATED DERIVATIVES
The town is not party to any derivative agreements.

PENSIONS AND OPEB
Middlebury's pension liabilities are expected to remain manageable due to the closing of the town's defined benefit plan to new
employees in 2011. The town continues to fully fund the actuarial determined contribution (ADC) for both of its locally administered
pension plans, which was a total of $547,000 in fiscal 2017, representing a very modest 1.7% of total expenditures. The town
contributed $28,000 to the defined contribution plan in fiscal 2017.

The town's 2017 adjusted net pension liability, under Moody's methodology for adjusting reported pension data, is $13.5 million, or a
below average 0.43 times operating revenues. 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.

The town is member town of Regional School District 15, the teachers of which participate in the state administered Teachers
Retirement System (TRS). Employer contributions are covered by the state. In fiscal 2017, the state made a $11.1 million contribution on
behalf of the district. Including the town's share of the TRS ANPL, the town's ANPL totals approximately $46 million, representing 3.4%
of full value.

The town funds OPEB on a pay-go basis and contributed $368,000 in fiscal 2017. The town's total fixed costs are notably low at 3.8%
of general fund expenditures.

Management and Governance
Connecticut Cities have an Institutional Framework score of Aa, which is high. 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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