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Concord (Aaa stable) benefits from a strong tax base with high residential wealth and
income. The town is favorably located northwest of Boston (Aaa stable) and we expect tax
base valuation to continue to grow largely from the strong residential market. The financial
position is stable with healthy reserves and liquidity that is bolstered by conservative and
proactive management as well as 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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» Stable financial operations
» Conservative budget management with multi-year planning
» History of voter support for operating overrides and debt exclusions to the tax levy limit

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

Rating outlook
The stable outlook reflects our expectation that the town will continue to exercise sound
fiscal management. The outlook also incorporates the stable tax base valuation and
continuing voter support when needed to approve debt exclusions and general overrides to
the Proposition 2½ tax levy limit.

Factors that could lead to an upgrade
» Not applicable

Factors that could lead to a downgrade
» Decline in reserves
» Lack of voter support for large operating and capital needs
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» Material increase in the debt burden

Key indicators
Exhibit 1

Concord (Town of) MA
Economy/Tax Base

2014

2015

2016

2017

2018

$5,374,771

$5,540,602

$5,540,602

$6,238,215

$6,238,215

18,834

19,271

19,432

19,357

17,688

$285,376

$287,510

$285,128

$322,272

$352,681

243.0%

237.2%

233.2%

228.0%

228.0%

Operating Revenue ($000)

$92,180

$91,705

$93,969

$104,926

$107,046

Fund Balance ($000)

$23,710

$25,116

$25,580

$25,421

$26,111

Cash Balance ($000)

$32,976

$39,876

$39,604

$39,419

$40,802

Fund Balance as a % of Revenues

25.7%

27.4%

27.2%

24.2%

24.4%

Cash Balance as a % of Revenues

35.8%

43.5%

42.1%

37.6%

38.1%

Net Direct Debt ($000)

$48,575

$41,805

$48,765

$47,525

$44,830

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

$91,121

$85,243

$89,389

$82,236

$86,750

0.9%

0.8%

0.9%

0.8%

0.7%

0.5x

0.5x

0.5x

0.5x

0.4x

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

1.7%

1.5%

1.6%

1.3%

1.4%

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

1.0x

0.9x

1.0x

0.8x

0.8x

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

Debt/Pensions

Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

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 19,357 (2017 ACS). The town is located approximately 17 miles
northwest of Boston.

Detailed credit considerations
Economy and tax base: affluent, residential tax base with stable valuation growth
Concord's $6.4 billion tax base (2019-20 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 2019 assessed value) it does have a small commercial sector including health care,
research and development, and office space. The 2019-20 equalized value increased 5.4% since the last state certification in 2017 and
annual assessed value continues to see modest growth through 2019 with a five year compound annual growth rate of 4.1%. Annual
new growth revenue has been healthy over the last three years averaging $1.3 million, although the town expects this to dip slightly
as there are no significant development projects planned over the near term. Although, residential renovations and tear downs are
expected to remain stable and a consistent driver.
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 2019 equalized value per capita at $371,577, reflecting the high-end housing stock. In addition, the town's
unemployment rate of 2.2% (March 2019) remains very low.
Financial operations and reserves: stable operations expected to continue due to conservative budgeting and planning
The town's financial position is expected to remain healthy over the near term given strong fiscal management, healthy reserves
and a history of voter support for debt exclusions and overrides that provide additional operating flexibility. The fiscal 2018 audited
results reflect balanced operations with a general fund surplus of $988 thousand attributable to positive variance in both revenues
and expenses. The surplus increased the available general fund balance (committed, assigned and unassigned) to $26.1 million or
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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24.4% of revenues. When including the $10.3 million of restricted fund balance for pension funding, the reserves increase to 34%. The
primary revenue sources is property taxes representing 82% of general fund revenues. Education represents 58% of total expenditures.
Additionally, Concord has four enterprise funds (water, sewer, electric and swim & fitness) that all remain stable.
Fiscal 2019 operations through mid-May are trending positive and we expect the town to end the year with balanced operations,
replenishing $1 million of free cash used to reduce the tax levy and small amount of stabilization reserves used to cover regional school
district related debt service.
The fiscal 2020 budget will increase 4.5% from the prior year driven by personnel costs, regional school district assessments, health
insurance and other fixed costs. The budget is balanced with a 4.5% tax levy increase and $1 million of free cash to reduce the tax levy.
LIQUIDITY

Cash and investments at the end of fiscal 2018 were a healthy $40.8 million or 38.1% of revenues.
Debt and pensions: debt burden and pension liability is below average with well-managed long term plans
The town will maintain an affordable debt position due to its modest direct debt burden of 0.8% of equalized value (net of selfsupporting water and electric debt) and 0.5 times revenues, an aggressive repayment schedule for non-excluded debt, and a
commitment to pay-as-you-go capital funding. The fiscal 2019-23 capital plan totals $64 million with $38.2 million funded with
current revenue and $22.5 million through borrowing. The town is expected to issue around $4-$6 million in debt annually. The
town maintains a policy that restricts total pay-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 100% of principal retired in ten years. Fiscal 2018 debt service was just under $7 million or
6.6% of general fund expenditures.
DEBT-RELATED DERIVATIVES

Concord is not party to any derivatives or interest rate swap agreements.
PENSIONS AND OPEB

Town employees, other than teachers, participate in the Concord Contributory Retirement System, a multi-employer defined benefit
pension plan. Teachers participate in the Massachusetts Teachers Retirement System (TRS) employee contributions to which are
covered through on behalf payments made by the commonwealth. Based on the valuation report dated January 1, 2017 the town's
proportional share of its retirement system's net pension liability is $16.4 million using a 7% discount rate and an expected funding
date of 2029. The 2018 three year average Moody's Adjusted Net Pension Liability (ANPL), under Moody's methodology for adjusting
reported pension data, was $96 million, equal to a below average 1.5% of equalized value and 0.9 times general fund revenues.
The annual contribution to the town plan was $4.7 million in 2018, representing 4.4% of general fund expenditures. Over the last
three years, the town's pension contributions averaged a strong 146% of the 'tread water' benchmark, the contribution amount needed
to cover the year's newly accrued service costs and implied interest on the reported net pension liability, resulting in no increase in
unfunded liability.
The OPEB liability is funded on a pay-as-you-go basis plus annual budgeted deposits into the OPEB trust fund. The town's 2018
contribution was $3.5 million. The net OPEB liability was $34.6 million as of June 30, 2018 with a fiduciary net position of 31.8% of the
total OPEB liability.
Total fixed costs for 2018 including debt service, required pension contributions and retiree healthcare payments totaled $15.1 million
or manageable 14.3% of general fund expenses.
Management and governance: Strong fiscal management continues to bolster credit profile
The town continues to adhere to sound fiscal management practices and policies including maintenance of free cash, capital planning
and a debt policy.
Massachusetts towns 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 towns' major revenue source, property taxes, are subject

3

21 May 2019

Concord (Town of) MA: Update to credit analysis

MOODY'S INVESTORS SERVICE

U.S. PUBLIC FINANCE

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.

Rating methodology and scorecard factors
The US Local Government General Obligation Rating 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.
Concord (Town of) MA
Rating Factors

Measure

Score

Economy/Tax Base (30%) [1]
Tax Base Size: Full Value (in 000s)
Full Value Per Capita
Median Family Income (% of US Median)

$6,572,448

Aa

$371,577

Aaa

228.0%

Aaa

24.4%

Aa

3.4%

A

38.1%

Aaa

8.9%

A

Aa

Aa

1.0x

A

Finances (30%)
Fund Balance as a % of Revenues
5-Year Dollar Change in Fund Balance as % of Revenues
Cash Balance as a % of Revenues
5-Year Dollar Change in Cash Balance as % of Revenues
Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures
Notching Factors:[2]
Unusually Strong or Weak Budgetary Management and Planning

Up

Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)

0.8%

Aa

0.5x

Aa

1.5%

Aa

0.9x

A

Notching Factors:[2]
Other Analyst Adjustment to Debt and Pensions Factor (specify): Contingent risk associated with state pension support

Down
Scorecard-Indicated Outcome

Aa1

Assigned Rating

Aaa

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 dated December 16, 2016.
3 Standardized adjustments are outlined in the GO Methodology Scorecard Inputs Updated for 2018 publication
Source: US Bureau of Economic Analysis, Moody's Investors Service
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