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Summary:

Windsor Locks, Connecticut; General Obligation

Credit Profile

US$7.255 mil GO bnds iss of 2020 due 10/01/2039

Long Term Rating AA+/Stable New

Windsor Locks GO

Long Term Rating AA+/Stable Affirmed

Rationale

S&P Global Ratings assigned its 'AA+' long-term rating to Windsor Locks, Conn.'s 2020 general obligation (GO) bonds

and affirmed its 'AA+' long-term rating on the town's existing GO debt. The outlook is stable.

Security and use of proceeds

The GO bonds are secured by Windsor Locks' full-faith-and-credit pledge, and are payable from revenues of an

unlimited ad valorem tax. A portion of the series 2020 GO bonds will be used to refund at or prior to maturity all or a

portion of certain maturities of certain GO bonds, while the remaining portion will be used for roadway capital

improvement and Water Pollution Control Authority (WPCA) projects.

Credit overview

Windsor Locks has seen continued grand list growth in the past couple of years thanks to a strong and stable local

economy and ongoing development and redevelopment of its downtown area, as well as a revaluation and ongoing tax

audit of personal properties. As a result, it has posted strong budgetary performance and added to its unassigned fund

balance, all while keeping its mill rate stable and even lowering it in recent years. Windsor Locks' management

practices have strengthened since the adoption of a formal fund balance policy in fiscal 2016. We expect that ongoing

economic growth, for instance, through the development underway of a new sports complex, will lend stability to the

rating.

The 'AA+' rating reflects our assessment of the following factors for the town:

• Very strong economy, with access to a broad and diverse metropolitan statistical area (MSA);

• Strong management, with good financial policies and practices under our Financial Management Assessment (FMA)

methodology;

• Strong budgetary performance, with slight operating surpluses in the general fund and at the total governmental

fund level in fiscal 2019;

• Very strong budgetary flexibility, with an available fund balance in fiscal 2019 of 25% of operating expenditures;

• Very strong liquidity, with total government available cash at 30.7% of total governmental fund expenditures and

5.9x governmental debt service, and access to external liquidity we consider strong;

• Very strong debt and contingent liability profile, with debt service carrying charges at 5.2% of expenditures and net
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direct debt that is 42.3% of total governmental fund revenue, as well as low overall net debt at less than 3% of

market value and rapid amortization, with 71.6% of debt scheduled to be retired in 10 years; and

• Strong institutional framework score.

Very strong economy

We consider Windsor Locks' economy very strong. The town, with an estimated population of 12,666, is located in

Hartford County in the Hartford-West Hartford-East Hartford, Conn. MSA, which we consider broad and diverse. The

town has a projected per capita effective buying income of 120% of the national level and per capita market value of

$167,291. Overall, its market value grew by 13.4% over the past year to $2.1 billion in 2020. The county

unemployment rate was 4.2% in 2018.

Windsor Locks is in northern Connecticut, equidistant from Hartford and Springfield, Mass. The town's economy

benefits from the presence of Bradley International Airport, New England's second largest airport, both as a direct

employer and through connected businesses in the aerospace industry. Windsor Locks also serves as a major

northeastern distribution center thanks to its favorable location on the north-south I-91 corridor and along the

commuter rail Hartford Line.

Over the past couple of years, the town has seen continued revitalization of its downtown area. Several new

developments and redevelopments have been able to accommodate Windsor Locks' growing population, which

increased by 2.7% in 2018.

The town last completed a revaluation in October 2018. As a result of this, and due to a personal property audit for

local businesses, Windsor Locks' grand list (tax base) increased by over 15%.

Overall, we expect Windsor Locks' economic metrics will remain favorable over our forecast horizon thanks to the

town's favorable location and stable employment base. The large sports complex under development could also

generate additional jobs and attract new related businesses, such as hotels and restaurants, to the town.

Strong management

We view the town's management as strong, with good financial policies and practices under our FMA methodology,

indicating financial practices exist in most areas, but that governance officials might not formalize or monitor all of

them on a regular basis.

Management uses four to five years of historical data to identify trends and develop revenue and expenditure

assumptions. Management also adjusts for larger one-off revenues and expenditures that distort longer-term trends.

The town conducts frequent internal monitoring of budget-to-actual performance, and board of finance members have

real-time access to revenue and expenditure data online. The finance director also proposes budget amendments when

necessary. Although state statutes strictly limit investments, management maintains an investment policy for

short-term investments and interest income and presents holdings to the board monthly.

In our opinion, the maintenance of a five-year, long-term capital improvement plan that identifies capital projects and

internal financing--through general fund appropriations and debt issuance--strengthens management.

In fiscal 2016, management codified a formal general fund balance policy that sets forth a target unassigned fund
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balance between 18% and 25% of the general fund budget. In addition, the town's formal procedure is to restore fund

balance if it falls below the minimum target. While Windsor Locks does not currently maintain a formal long-term

financial plan, we understand management is contemplating adopting one. Management has demonstrated a

conservative, forward-thinking approach to absorbing state aid variability and has taken measures to pre-fund other

postemployment benefits (OPEB) and health care expenditures, which we view positively. Windsor Locks lacks a

formal debt management policy.

Lastly, the town has taken active steps to address emerging risks such as cyberrisk by using external consultants and

actively participating in training.

Strong budgetary performance

Windsor Locks' budgetary performance is strong in our opinion. The town had slight operating surpluses of 1.5% of

expenditures in the general fund and of 1.1% across all governmental funds in fiscal 2019.

Fiscal 2019 results include adjustments for recurring transfers and one-time capital expenditures for the WPCA Dexter

pump station that were paid with bond proceeds. Management attributes the fiscal 2019 general fund surplus to

lower-than-budgeted expenses but also to revenue generated from the personal property tax audit.

Operating results in fiscal 2017 were somewhat distorted by one-time transfers the town made to health care and

OPEB funds to improve the funding situation, in anticipation of a potential state aid decrease. We understand that

absent these transfers, general fund results would have been positive. In fiscal 2018, state aid reductions for Windsor

Locks' school district did not materialize, also helping budgetary performance. This was somewhat offset, however, by

draws on the fund balance for ongoing capital spending that the town had to undertake because of the state's late

adoption of its budget midway through fiscal 2018, which in turn delayed the town's adoption of its budget.

Windsor Locks projects ending fiscal 2020 with an addition to fund balance. It still benefits from the positive impact of

the personal property tax audit, while all other revenue and expenditure line items broadly track on target. The fiscal

2020 budget totaled $49.6 million, a 2.8% increase from fiscal 2019 expenditures. The budget also contains a 3.1% mill

decrease given Windsor Locks' very positive grand list growth. Overall, the town budgeted conservatively, accounting

for potential decreases in state aid; for instance, educational cost sharing, which likely will not materialize.

Property taxes generate 71% of general fund revenue followed by intergovernmental revenue, including on-behalf state

payments for the teachers' pension plan, at 26%.

Due to historically positive financial operations, an estimated fiscal 2020 surplus, and generally conservative

budgeting, we expect budgetary performance will likely remain strong.

Very strong budgetary flexibility

Windsor Locks' budgetary flexibility is very strong, in our view, with an available fund balance in fiscal 2019 of 25% of

operating expenditures, or $12.5 million.

Since fiscal 2017, unassigned fund balance has been increasing, reaching $12.5 million or 24.6% of general fund

expenditures in fiscal 2019. Since December 2015, Windsor Locks follows a policy to maintain an unassigned fund

balance between 18% and 25% of the general fund budget.
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As a result of this policy and the town's track record of adherence, we expect Windsor Locks will maintain very strong

budgetary flexibility over our outlook horizon.

Very strong liquidity

In our opinion, Windsor Locks' liquidity is very strong, with total government available cash at 30.7% of total

governmental fund expenditures and 5.9x governmental debt service in 2019. In our view, the town has strong access

to external liquidity if necessary.

Windsor Locks is a regular market participant that has issued debt frequently during the past several years, including

GO and refunding bonds and short-term bond anticipation notes (BANs), reflecting its strong access to external

liquidity.

The town does not currently have any variable-rate or direct-purchase debt. It does not invest aggressively.

Investments are subject to strict state guidelines. The town invests in low-risk assets, including the state's short-term

investment fund, money-market funds, or certificates of deposit. Furthermore, Windsor Locks does not have any

scheduled significant cash drawdowns. Therefore, we expect liquidity will likely remain very strong during the next

two fiscal years.

Very strong debt and contingent liability profile

In our view, Windsor Locks' debt and contingent liability profile is very strong. Total governmental fund debt service is

5.2% of total governmental fund expenditures, and net direct debt is 42.3% of total governmental fund revenue.

Overall net debt is low at 1.2% of market value, and approximately 71.6% of the direct debt is scheduled to be repaid

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

With this issuance, Windsor Locks will have about $26.6 million in direct debt outstanding, including $1.5 million of

short-term BANs and capital leases. Management expects to issue $2 million-$3 million of new debt annually to fund

road upgrades and other capital projects. A larger capital project could materialize if the town determines that it needs

a new public safety building for which it is currently undertaking a study. We do not expect any debt issuance during

the next few years will change our view of the town's debt profile.

Pension and OPEB liabilities

Windsor Locks' combined required pension and actual OPEB contributions totaled 3.2% of total governmental fund

expenditures in 2019. Of that amount, 2.4% represented required contributions to pension obligations, and 0.8%

represented OPEB payments. The town made its full annual required pension contribution in 2019.

• We do not view retirement costs as a significant rating pressure. However, given the size of the funded ratios of the

two pension plans, we believe costs could rise beyond the outlook period.

• The pension plans use an actuarially determined contribution and adopted increasingly conservative assumptions in

recent years. We believe this is likely to increase and stabilize costs.

• Windsor Locks established an OPEB trust fund and has fully funded its OPEB liability while continuing to fully fund

on an annual basis its actuarially determined contribution, which we view positively.

As of June 30, 2019, the town participates in the following pension plans:
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• Connecticut Municipal Employees' Retirement System (MERS): 73.6% funded, with a proportionate share of the

plan's net pension liability of $15.1 million.

• Connecticut State Teachers' Retirement System (TRS): 55.93% funded.

Fiscal 2019 actual contributions exceeded our view of minimum funding progress, as well as static funding, which we

view positively. In fiscal 2019, Windsor Lock's combined pension and actual OPEB contributions totaled 3.2% of total

governmental fund expenditures, which we consider low. Of that amount, 2.4% represented required contributions to

pension obligations, and 0.8% represented OPEB payments. In general, we expect plan contributions to meet or

exceed our view of minimum funding progress, in part due to the plan's closed, level-dollar, 23-year amortization that

should result in timely funding progress. However, we believe MERS' discount rate of 7% could lead to some

contribution volatility.

Under a special funding situation, the state is obligated to make pension contributions on behalf of Windsor Locks for

TRS.

Strong institutional framework

The institutional framework score for Connecticut municipalities is strong.

Outlook

The stable outlook reflects our opinion that Windsor Locks' very strong budgetary flexibility and strong performance

should continue over the next two years due to management's conservative revenue and expenditure assumptions and

strong budgetary oversight. A stable and expanding economy also lends stability to the rating.

Upside scenario

All else remaining equal, we could raise the rating should further development lead to sustainably higher economic

metrics in line with those of higher rated peers.

Downside scenario

We could lower the rating if financial performance were to weaken, resulting in decreased available fund balance, for

instance, as a result of increasing pension costs.

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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