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Summary:

Tewksbury, Massachusetts; General Obligation
Credit Profile

US$14.65 mil GO mun purp loan bnds ser 2014 due 05/15/2035

Long Term Rating AA/Positive New

Tewksbury Twn GO

Long Term Rating AA/Positive Affirmed

Rationale

Standard & Poor's Ratings Services has revised its outlook on Tewksbury, Mass. to positive, given the town's

continued improved budgetary practices, stable financial performance, and formal adoption of key financial

management policies. At the same time, we assigned our 'AA' long-term rating to the town's series 2014 general

obligation (GO) bonds and affirmed our 'AA' ratings on the district's existing GO debt. The outlook on all the ratings is

positive.

A pledge of the town's full faith and credit secures the bonds. The town will use $9 million for various capital

improvements, including permanent financing of outstanding bond anticipation notes (BANs). The town will also be

refunding its outstanding series 2004 and 2005 GO bonds. On the refunded bonds, there is no extension of maturity

and the town expects a net present value savings of about 8%.

The rating reflects our assessment of the following factors, specifically the town's:

• Very strong economy as it is in the Boston-Cambridge-Newton, Mass.-N.H. metropolitan statistical area (MSA);
• Strong management conditions with what we consider "good" financial policies and practices based on our

Financial Management Assessment (FMA) methodology;
• Strong budgetary flexibility based on what we consider a good available fund balance;
• Strong budgetary performance with a history of positive general fund results;
• Very strong liquidity providing very strong cash levels to cover both debt service and expenditures;
• Weak debt and contingent liabilities position, which includes overall net debt at less than 3% of market value, but

what we view as large pension and other postemployment benefit (OPEB) obligations.

Very strong economy
Tewksbury's local economy is, in our view, very strong, with projected per capita effective buying income at 127% of

the national average and per capita market value at roughly $130,800. Assessed values (AVs) have remained stable the

past three years with revaluations completed in 2013 and 2010. Residential property comprised about 81% of AV in

2014, followed by commercial and industrial property at about 15%. The 10 largest taxpayers represent a diverse 10%

of AV.

The unemployment rate for Middlesex County was 5.6% in 2013, a level that compares favorably to the state and

nation. Residents also benefit from participation in the broad and diverse Boston-Cambridge-Newton MSA, which we
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view as a credit strength. Raytheon Manufacturing is the largest employer in the town, with about 2,000 employees.

Strong management conditions
Tewksbury's management conditions are, in our opinion, strong with "good" financial practices based on our FMA

methodology, indicating financial practices exist in most areas. Strengths of the assessment, in our opinion, include

strong revenue and expenditure assumptions in the budgeting process, strong oversight in terms of monitoring

progress against the budget during the year, and a long-term financial plan. The town recently formalized key policies

related to debt management and its reserve policy within the last 12 months.

The adopted debt management policy targets debt service between 2% and 10% of the annual operating budget while

attempting to maintain a long-term debt schedule of at least 50% of outstanding debt amortized within 10 years.

The adopted reserve policy sets a goal of maintaining a stabilization fund of 3% to 5% of its operating budget in the

general fund, while enterprise funds will maintain a reserve of unrestricted net assets of 3% to 5% of its operating

budget.

Strong budgetary flexibility
With available reserves at 9.6% of operating expenditures in fiscal 2014, Tewksbury's budgetary flexibility is strong, in

our view. The town maintains a formal policy target for its stabilization balance of 3% to 5% of operating budget.

Additional policies are in place to set aside free cash of at least $600,000 for potential snow and ice deficit and

$350,000 into the town's OPEB trust. For fiscal 2014, the town was able to add an additional $1 million to its

self-insurance fund, increasing available cash on hand for those claims to three months.

The town levies near the state property tax cap, and does not have any significant capacity to levy additional taxes

under the cap. We do not expect any future drawdown in reserves as the fiscal 2015 budget was adopted without the

use of reserves.

Strong budgetary performance
In our opinion, Tewksbury's budgetary performance is strong overall, with surpluses of 1.9% for the general fund and

2.5% for the total governmental funds in fiscal 2014. This includes adjustment of recurring transfers from the general

fund to the sewer enterprise fund to cover debt service.

The town has had a history of positive operating results the past four fiscal years, with expectations the trend will

continue. For fiscal 2014, the town received an additional $2.2 million in local receipts that was the primary source of

the operating surplus. For fiscal 2015, it expects additional surplus growth from new construction adding to the tax

base and better-than-projected state aid, which is typically conservatively budgeted.

Very strong liquidity
Very strong liquidity supports Tewksbury's finances, with total government available cash at 26% of total government

fund expenditures and at 6.8x debt service. Based on past issuance of debt, we believe that the issuer has strong access

to capital markets to provide for liquidity needs if necessary.

Weak debt and contingent liabilities
In our view, Tewksbury's debt and contingent liabilities profile is weak. Total governmental fund debt service is 3.8%
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of total governmental funds expenditures and net direct debt is 72.4% of total governmental funds revenue. In our

view, net debt to market value is low and a positive credit factor at 2.2%. The issuer plans to issue about $8 million in

municipal purpose debt for construction of a new fire station within the next three years.

Tewksbury participates in the Middlesex County Retirement System and contributed its full annual required

contribution of $5.9 million in 2014. As of its 2013 valuation, the system was about 44% funded. The town also

provides OPEBs in the form of health insurance and contributed $5.4 million in fiscal 2014 on a pay-as-you-go basis.

As of its June 30, 2012 valuation, the OPEB plan had an unfunded liability of $160 million. In fiscal 2013, the combined

pension and OPEB payments represented about 10% of total government expenditures. Given the elevated

contribution, low funding level of the pension system, and size of the OPEB liability, we feel the issuer is facing large

pension and OPEB obligations, which is a negative credit factor, in our opinion.

Strong institutional framework
We consider the Institutional Framework score for Massachusetts municipalities strong.

Outlook

The positive outlook reflects our view that we could raise the rating within the outlook horizon should the town

continue its current positive financial trend and add to available reserves while adhering to and monitoring compliance

with its recently adopted policies. Rating stability is supported by strong wealth and incomes with access to the broad

and diverse Boston-Cambridge-Newton MSA. However, should financial performance deteriorate and reserves

decrease, we may revise the outlook or lower the rating.

Related Criteria And Research

Related Criteria
• USPF Criteria: Local Government GO Ratings Methodology And Assumptions, Sept. 12, 2013
• USPF Criteria: Financial Management Assessment, June 27, 2006

Related Research
• U.S. State And Local Government Credit Conditions Forecast, Oct. 15, 2014
• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013
• Institutional Framework Overview: Massachusetts Local Governments

Ratings Detail (As Of October 24, 2014)

Tewksbury Twn GO (AGM)

Unenhanced Rating AA(SPUR)/Positive Affirmed

Tewksbury Twn GO

Unenhanced Rating AA(SPUR)/Positive Affirmed

Many issues are enhanced by bond insurance.
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Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings

affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use

the Ratings search box located in the left column.
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