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Summary
Middlebury, CT (Aa1) benefits from a stable financial position, which, although below
national medians, is supported by dependence on predictable property tax revenues (92.8%
of fiscal 2019 revenues) and conservative budgeting practices. Officials project a moderate
surplus in fiscal 2020 due to expenditures coming in under budget and do not expect the
coronavirus to have a material impact on the fiscal 2021 budget, which is balanced without
the use of reserves and assumes a 98% property tax collection rate.

The town's tax base is limited relative to peers but will benefit from several new commercial
development projects and an increase in residential home sales. While the town's
unemployment rate spiked to 8% in May due to the impact of the coronavirus, this metric
will decrease as the state reopens and longer term unemployment will return to levels below
those of the state and nation, in line with historic trends. Resident income and wealth levels
are strong and exceed those of statewide medians and the town's poverty rate is very low at
4.8%.

Long-term liabilities and fixed costs are very manageable and will remain so given the
absence of future debt plans. The town has historically funded more than the tread water
indicator1 for its locally-administered pension plan and OPEB is funded on a pay-as-you-go
basis.

We regard the coronavirus outbreak as a social risk under our ESG framework, given the
substantial implications for public health and safety. Given the town's reliance on property
taxes and the strong income and wealth profile of residents, we do not see any material
immediate credit risks for Middlebury. However, the situation surrounding coronavirus is
rapidly evolving and the longer term impact will depend on both the severity and duration of
the crisis. If our view of the credit quality of the town changes, we will update our opinion at
that time.
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Exhibit 1

Long-term liabilities and fixed costs are very low and manageable
2019 $$$ (000) % of Operating Revenues Discount Rate

Operating Revenue                           33,765 n/a n/a

Reported Unfunded Pension Liability                             4,602 13.63% 7.00%

Moody's Adjusted Net Pension Liability                           14,140 41.88% 3.51%

Reported Net OPEB Liability                             7,619 22.56% 3.50%

Moody's Adjusted Net OPEB Liability                             7,604 22.52% 3.51%

Net Direct Debt                           11,340 33.59% n/a

Debt & unfunded retirement benefits (Moody's adjusted)                           33,084 97.98%

Pension Contribution                                          611 1.81% n/a

OPEB Contribution                                          316 0.94% n/a

Debt Service                                          273 0.81% n/a

Total Fixed Costs                                       1,200 3.55% n/a

Tread Water Gap                                           (65) -0.19% n/a

Moody's Adjusted Fixed Costs                             1,135 3.36% n/a

Sources: Moody's Investors Service, Town audits

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 expansion

» Increased reserves and liquidity

Factors that could lead to a downgrade

» Tax base deterioration

» Trend of structural imbalance leading to weakened financial position

» Significant increase in debt or capital needs

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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Key indicators

Exhibit 2

Middlebury (Town of) CT 2015 2016 2017 2018 2019

Economy/Tax Base

Total Full Value ($000) $1,373,322 $1,365,405 $1,354,921 $1,345,566 $1,396,256 

Population                7,597                7,606                7,658                7,661                7,606 

Full Value Per Capita $180,772 $179,517 $176,929 $175,638 $183,573 

Median Family Income (% of US Median) 158.3% 177.8% 168.4% 162.5% 162.5%

Finances

Operating Revenue ($000) $29,538 $31,015 $31,601 $32,292 $33,765 

Fund Balance ($000) $2,803 $4,053 $4,159 $4,111 $3,872 

Cash Balance ($000) $1,668 $5,757 $6,078 $5,643 $4,888 

Fund Balance as a % of Revenues 9.5% 13.1% 13.2% 12.7% 11.5%

Cash Balance as a % of Revenues 5.6% 18.6% 19.2% 17.5% 14.5%

Debt/Pensions

Net Direct Debt ($000) $6,938 $6,215 $9,110 $11,960 $11,340 

3-Year Average of Moody's ANPL ($000) $9,067 $11,284 $12,628 $13,488 $13,371 

Net Direct Debt / Full Value (%) 0.5% 0.5% 0.7% 0.9% 0.8%

Net Direct Debt / Operating Revenues (x) 0.2x 0.2x 0.3x 0.4x 0.3x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.7% 0.8% 0.9% 1.0% 1.0%

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

Sources: Moody's Investors Service, town audits, US Census Bureau

Profile
Located just west of Waterbury (A2 stable) along Interstate 84, Middlebury is a largely residential town with an estimated population
of 7,606 as of 2019.

ESG considerations
Environmental factors represent a moderate risk to Middlebury's credit profile. According to data compiled by Moody's affiliate Four
Twenty Seven, the town is exposed to an elevated risk of water stress and hurricanes, which can damage infrastructure and affect
property values. This exposure is mitigated by the town's revenue and capital raising capacity and sound financial position, as well as
federal government support for disaster recovery costs. To a lesser extent, the town also faces sea level rise.

Social considerations are key influencers of all local economies, financial and leverage trends and governance stability. Social factors are
incorporated into the town's rating by way of wealth (full value per capita) and income (median family income) metrics. The town is
proactive in taking steps to prevent and mitigate the impact of cyber events. We consider the coronavirus outbreak to represent social
risk under our ESG framework, given the substantial implications for public health and safety.

Governance is a material consideration for all local government credits. Town fiscal management is sound, as evidenced by stable
operating performance, the willingness to raise the property tax levy, and a formal fund balance policy that will require the town
maintain a minimum 8% fund balance relative to expenditures.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.

Exhibit 3

Middlebury (Town of) CT

Scorecard Factors and Subfactors Measure Score

Economy/Tax Base (30%) 
[1]

Tax Base Size: Full Value (in 000s) $1,396,256 A

Full Value Per Capita $183,573 Aaa

Median Family Income (% of US Median) 162.5% Aaa

Finances (30%)

Fund Balance as a % of Revenues 11.5% A

5-Year Dollar Change in Fund Balance as % of Revenues 2.2% A

Cash Balance as a % of Revenues 14.5% Aa

5-Year Dollar Change in Cash Balance as % of Revenues 7.6% A

Notching Factors:
[2]

Other Analyst Adjustment to Finances Factor: Stable reserves; low reliance on state aid; low fixed costs Up

Management (20%)

Institutional Framework Aa Aa

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures 1.0x A

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 1.4% Aa

Net Direct Debt / Operating Revenues (x) 0.6x Aa

3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 1.0% Aa

3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 0.4x Aaa

Notching Factors:
[2]

Other Analyst Adjustment to Debt and Pensions Factor (specify): Contingent risk associated with state pension support Down

Scorecard-Indicated Outcome Aa2

Assigned Rating Aa1

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.
Sources: US Census Bureau, Moody's Investors Service, town audits

Endnotes
1 Our “tread water” indicator measures the annual government contribution required to prevent reported net pension liabilities from growing, given the

entity's actuarial assumptions. An annual government contribution that treads water equals the sum of employer service cost and interest on the reported
net pension liability at the start of the fiscal year. A pension plan that receives an employer contribution equal to the tread water indicator will end the
year with an unchanged net pension liability relative to the beginning of the year if all plan assumptions hold. Net liabilities may decrease or increase
in a given year due to factors other than the contribution amount, such as investment performance that exceeds or falls short of a plan's assumed rate
of return. Still, higher contributions will always reduce unfunded liabilities faster, or will allow unfunded liabilities to grow more slowly than lower
contributions.
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