9/25/2014 Fitch Ratings | Press Release

FitchRatings

Tagging Info

Fitch Affirms Town of Madison, CT's GO Bonds at 'AAA'; Outlook Stable Ratings

Endorsement Policy
25 Sep 2014 4:43 PM (EDT)

Fitch Ratings-New York-25 September 2014: Fitch Ratings has affirmed its rating on the following general
obligations (GO) of the Town of Madison, CT (the town):

--$32.9 million GO bonds at'AAA.

The Rating Outlook is Stable.

SECURITY

The bonds are a general obligation of the town secured by its full faith, credit, and unlimited taxing authority.
KEY RATING DRIVERS

SOUND FINANCIAL MANAGEMENT: Madison's healthy operating results and solid reserve levels are the result
ofits sound financial management, which includes prudent fiscal policies and conservative budgeting
practices.

ABOVE-AVERAGE WEALTH LEVELS: The town's economic profile is strong, characterized by low
unemployment, above-average wealth levels, and access to regional employment centers.

LOW DEBT METRICS: The debt burden is low and is expected to remain so, given the rapid amortization of
existing debt and limited future debt needs.

MANAGEABLE OPEB AND PENSION COSTS: Pension and other post-employment benefit liabilities (OPEB)
are modest and overall carrying costs are very low.

RATING SENSITIVITIES

The rating is sensitive to shifts in fundamental credit characteristics including the city's strong financial
management practices. The Stable Outlook reflects Fitch's expectation that such shifts are unlikely.

CREDIT PROFILE

The town of Madison is located on the Long Island Sound 15 miles east of New Haven and 25 miles south of
Hartford. With an estimated 2013 population of 18,297, the town's population has remained relatively flat since
the 2000 census.

ABOVE-AVERAGE SOCIOECONOMIC INDICATORS

The town is primarily a residential community drawing a large number of summer residents and visitors to its
parks and beaches. Residents commute to professional positions in Fairfield County, New Haven, and
Hartford, while local employment largely centers on retail and service establishments oriented toward
residents and tourists.

Wealth levels are very high, with median household and per capita income representing 201% and 192% of the
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nation, respectively. As of July 2014, the town's unemployment rate of 4.8% was well below that of the state's
6.8% and nation's 6.5%, and stayed at 6.4% or below on an annual basis throughout the economic downturn.

SOUND FINANCIAL MANAGEMENT

Financial operations are strong and reserve levels remain healthy. In fiscal 2013, the general fund experienced
a net operating deficit of $1 million following a $4.1 million transfer out to the capital projects fund to support
pay-as-you-go maintenance needs and capital improvements. The town ended fiscal 2013 with an unrestricted
fund balance of $8.9 million, or a sound 11.2% of operational spending. The bulk of the town's revenues are
derived from property taxes (86% of general fund revenues in fiscal 2013), providing a steady and flexible
revenue stream as municipalities are not subject to statutory taxlimitations in Connecticut. Property tax
collections are historically strong (99.5% in fiscal 2013).

Preliminaryfiscal 2014 results estimate that both revenues and expenditures will outperform the budget.
Healthcare costs were $1.8 million under budget, allowing the town to transfer additional resources to the
town-administered pension fund to improve funding levels. Town managementis projecting a year end general
fund surplus of $1.2 million following this transfer, increasing unrestricted fund balance to a projected $10.3
million, or 13.9% of budgeted spending.

A statutory five-year reassessment of property values effective Oct. 1, 2013 resulted in a 17% reduction to the
grand list (or assessed value), reflecting a decrease in housing values since the last reassessmentin 2008.
Management adjusted the taxrate upward in its fiscal 2015 budget to offset this revenue loss.

The fiscal 2015 budgetis up 2.3% over fiscal 2014, primarily as a result of salaryincreases and arise in
capital spending. The budget also includes a $300,000 appropriation of fund balance, up from the $100,000
appropriation used to balance the fiscal 2014 budget. However, given historically conservative budgets, Fitch
expects year-end results to be more favorable.

LOW DEBT LEVELS
The town's overall debt ratios are low with debt per capita at $1,796 and debt to market value at 0.7%. Also,
debt amortization is rapid, with 82% of principal paid off in 10 years.

Town officials indicate that they have no specific debt plans at this time and will continue to fund their modest
capital needs from reserve funds setaside from operations. The town regularly builds up capital reserves to
fund projects on a pay-as-you-go-basis.

FUTURE RETIREE COSTS WELL FUNDED

The town maintains three single employer defined benefit pension plans. The two largest plans, for police and
municipal employees, have recently been closed to new hires. The town continues to make its full annual
required contribution (ARC) for all three plans. The overall liability of the three plans is very modest with a
combined unfunded actuarial accrued liability of $11 million as of July 1, 2013, or 0.2% of market value. All new
full-time hires of the town now participate in a defined contribution plan.

The town's OPEB plan is closed to new town employees and school employees receive an implicit rate
subsidy. The plan's unfunded liability was $16.7 million as of Jan. 1,2011, or a manageable 0.3% of market
value. The town continues to fund its obligation on a pay-as-you-go basis. Carrying costs for debt service,
pension and OPEB contributions are very modest at 7.2% of fiscal 2013 total governmental spending.
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Additional information is available at 'www fitchratings.com'.

In addition to the sources of information identified in Fitch's Tax-Supported Rating Criteria, this action was
additionally informed by information from Creditscope, University Financial Associates, S&P/Case-Shiller
Home Price Index, IHS Global Insight, National Association of Realtors, Underwriter, Bond Counsel.

Applicable Criteria and Related Research:
--Tax-Supported Rating Criteria' (Aug. 14, 2012);
--'U.S. Local Government Tax-Supported Rating Criteria' (Aug. 14, 2012).

Applicable Criteria and Related Research:
Tax-Supported Rating Criteria
U.S. Local Government Tax-Supported Rating Criteria
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COMUNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND
THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
'WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIAAND METHODOLOGIES ARE AVAILABLE
FROMTHIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT" SECTION OF THIS SITE. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES.
DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-
REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH
WEBSITE.
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