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Concord, Massachusetts (Aaa stable) benefits from a strong tax base with high residential
wealth and income. Given the favorable location southwest of Boston (Aaa stable) we expect
tax base valuation to continue to grow given the residential market. The financial position
is stable with healthy reserves and liquidity that is bolstered by conservative management
and historical support from taxpayers for debt exclusions and overrides to the tax levy limits
of Proposition 2½. The debt burden is below average due to the town's capital planning and
debt policies. Additionally, the town remains committed to aggressive contributions towards
its unfunded pension and OPEB liabilities.

Credit strengths
» Wealthy, favorably located tax base
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» History of voter support for operating overrides and debt exclusions to Proposition 2½
» Stable financial operations
» Conservative budget management with multi-year planning

Credit challenges
» Limited operating flexibility under Proposition 2½
» Rising costs and capital needs of town schools and assessments from regional high school
district

Rating outlook
The stable outlook reflects our expectation that the town will continue to exercise sound
fiscal management, including multi-year forecasting and effective policies. The outlook also
incorporates continuing voter support when needed to approved debt exclusions and general
overrides to Proposition 2½.

Factors that could lead to an upgrade
» Not applicable

Factors that could lead to a downgrade
» Lack of voter support for large operating and capital needs
» Erosion of reserves due to a trend of operating deficits

U.S. PUBLIC FINANCE

MOODY'S INVESTORS SERVICE

» Significant decline in the tax base and demographic profile

Key indicators
Exhibit 1
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Operating Revenue ($000)

$87,447

$92,180

$91,705

$93,969

$104,926

Fund Balance ($000)

$22,438

$23,710

$25,116

$25,580

$25,421

Cash Balance ($000)

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances

$31,313

$32,976

$39,876

$39,604

$39,419

Fund Balance as a % of Revenues

25.7%

25.7%

27.4%

27.2%

24.2%

Cash Balance as a % of Revenues

35.8%

35.8%

43.5%

42.1%

37.6%

Net Direct Debt ($000)

$51,270

$48,575

$41,805

$48,765

$47,525

3-Year Average of Moody's ANPL ($000)

$69,836

$91,121

$85,243

$89,389

$82,236

Net Direct Debt / Full Value (%)

1.0%

0.9%

0.8%

0.9%

0.8%

Net Direct Debt / Operating Revenues (x)

0.6x

0.5x

0.5x

0.5x

0.5x

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

1.3%

1.7%

1.5%

1.6%

1.3%

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

0.8x

1.0x

0.9x

1.0x

0.8x

Debt/Pensions

As of June 30 fiscal year end
Source: Moody's Investors Service and Concord's audited financial statements

Profile
Concord is primarily a residential community with a population of 19,432 and located west of Boston.

Detailed credit considerations
Economy and tax base: affluent residential tax base will remain stable
Concord's $6.2 billion tax base (2017-18 equalized value) will remain stable with positive growth over the near term given moderate
new development and a strong housing sector. The town is favorably located 17 miles northwest of Boston, MA (Aaa stable) and while
its primarily a mature suburb (92% residential of 2018 assessed value) it does have a small commercial sector including health care,
research and development, and office space. The 2017-18 equalized value jumped 12.6% since the last state certification in 2015
and annual assessed value continues to see modest growth through 2018 with a five year compound annual growth rate of 3.2%.
Annual new growth revenue has been healthy over the last three years averaging $1.3 million due to new condo developments and
single family development and redevelopment. Over the medium term, focused development in west Concord will draw additional
development while the housing market continues to provide overall stability.
Income levels remain strong with a median family income representing almost 2.5 times the national median. Similarly, wealth levels
are well above average with equalized value per capita at $352,681, reflecting the high-end housing stock. In addition, the town's
unemployment rate of 2.8% (March 2018) remains well below the commonwealth’s 3.8% and US at 4.1%.
Financial operations and reserves: stable position expected to continue with limited draws on reserves
The financial position will remain stable given the effective management team, comfortable reserves, and strong history of voter
support for overrides. Concord enjoys additional financial flexibility to absorb future budgetary pressures due to a healthy amount of
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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unused levy capacity of $4.3 million, equal to 4.1% of 2017 revenues. Over the past few years the town has used planned draws from
various stabilization reserves, primarily the high school debt stabilization reserve, to balance operations. The town will also appropriate
free cash in line with its financial policies. Fiscal 2019 will be the last year of draws on the high school debt reserve and going forward
available reserves will remain in compliance with town policies and comparable to historic averages.
The fiscal 2017 audited financials reflect balanced operations with only an $18,000 operating deficit due to positive variance in
revenues, mostly local receipts that helped to replenish $1.1 million in free cash that was used to reduce the tax burden. The available
general fund balance experienced no material change from the prior year, ending at $25.4 million or 24.2% of revenues.
The fiscal 2018 general fund budget increased 5% from 2017 driven by general government and education costs. The budget was
balanced with a 4.5% increase to the tax levy and $1 million free cash appropriation. The town also used $785,000 from the high
school debt stabilization reserve. Year-end operations are expected result in another year of balanced operations with positive revenue
trends offsetting use of reserves and a $478,000 snow and ice deficit. Expenditures are also trending just below budget.
The fiscal 2019 budget is up 3.9% from the prior year driven by education and employee benefits. The tax levy is expected to increase
by 5.5% and the town will use $1 million of free cash to reduce the tax levy. The final draw on the high school debt reserve will be
$275,000.
LIQUIDITY

The town's cash position is strong. Cash and investments at the end of fiscal 2017 represented $39.4 million or 37.5% of revenues.
Debt and pensions: debt burden and pension liability are below average with well-managed long term plans
The town will maintain an affordable debt position due to its modest direct debt burden of 0.7% of equalized value (net of selfsupporting water and electric debt), an aggressive repayment schedule for non-excluded debt, and a commitment to pay-as-yougo capital financing. The Fiscal 2019-2023 capital improvement plan (CIP) totals $50.9 million funded with debt. Future issuance
will include annual bonding to partially fund the CIP of which the difference if funded within the annual budget. The town also
maintains a policy that restricts total pay-as-you-go capital spending and tax-supported non-excluded debt service to 8% of budgeted
expenditures.
DEBT STRUCTURE

The entire debt portfolio is fixed rate with 99% of principal retired in ten years. Fiscal 2017 debt service represented $7.6 million or
7.3% of general fund expenditures.
DEBT-RELATED DERIVATIVES

Concord is not party to any derivative or swap agreements.
PENSIONS AND OPEB

The town participates in the Concord Contributory Retirement System, a multi-employer, defined benefit retirement plan for all town
employees other than teachers and certain school administrators who are covered under the state teachers' plan. The town's required
contribution for the plan was $4.4 million in fiscal 2017, or 4.2% of general fund expenditures. The 2017 three-year average Moody's
adjusted net pension liability, under Moody's methodology for adjusting reported pension data, is $82.2 million, or a below average
0.8x general fund revenues and 1.5% of equalized value. In 2017, the plan's funded date was reduced to 2029 from 2030, well ahead of
the state's 2040 deadline.
The town contributions towards its OPEB liability on a pay-as-you-go basis, contributing 97% of the annual required contribution in
2017, representing $3.5 million. The OPEB UAAL as of June 30, 2017 is $30.2 million. In addition to its annual pay-go contribution, the
town annually contributes to an OPEB trust which as of the valuation date, provided a funded ratio of 27.9% of the unfunded liability.
This funded position is well ahead of most local governments across the country and is expected to be fully funded by 2040.
Total fixed costs in fiscal 2017, including debt service, required pension contributions and retiree healthcare payments, represented
$15.5 million or 14.8% of general fund expenditures.
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Management and governance: Strong fiscal management bolsters credit profile
The town continues to abide by sound fiscal management policies which include the maintenance of free cash of at least 5% of the
total budget, a capital budget, and a debt policy, which helps to develop multi-year budget projections.
Massachusetts 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. Massachusetts cities major revenue source, property taxes, are subject
to the Proposition 2 1/2 cap which can be overridden with voter approval only. However, the cap of 2.5% still allows for moderate
revenue-raising ability. 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. However, Massachusetts has public sector unions, which can limit the
ability to cut expenditures. Unpredictable expenditure fluctuations tend to be minor, under 5% annually.
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