
Summary:

Tyngsborough, Massachusetts;
General Obligation

Primary Credit Analyst:

Todd D Kanaster, ASA, FCA, MAAA, Centennial + 1 (303) 721 4490; Todd.Kanaster@spglobal.com

Secondary Contact:

Timothy W Barrett, Washington D.C. + 1 (202) 942 8711; timothy.barrett@spglobal.com

Table Of Contents

Rating Action

Stable Outlook

Credit Opinion

Related Research

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 2, 2022   1



Summary:

Tyngsborough, Massachusetts; General Obligation

Credit Profile

US$1.13 mil GO mun purp loan bnds ser 2022 due 09/15/2026

Long Term Rating AA+/Stable New

Tyngsborough GO

Long Term Rating AA+/Stable Affirmed

Rating Action

S&P Global Ratings assigned its 'AA+' long-term rating to the Town of Tyngsborough, Mass.' general obligation (GO)

municipal purpose loan of 2022 bonds ($1.13 million) and affirmed its 'AA+' long-term rating on the town's GO debt

outstanding. The outlook is stable.

The town's full faith and credit pledge secures the bonds. The bonds are subject to Proposition 2 1/2 and are therefore

a limited-tax obligation. However, due to Tyngsborough's revenue-raising ability and fungibility of resources under the

levy limit, we have not made a rating distinction between the limited-tax obligation and the town's general

creditworthiness.

Proceeds of the bonds will be used to permanently finance bond anticipation notes outstanding. The notes provided

funding for a number of capital projects and vehicle acquisitions.

Credit overview

Strong management practices continue to support a growing tax base with capital maintenance through

Tyngsborough's commercial corridor. Rising retirement costs are not yet pressuring the operating budget but are

expected to do so over the long term. The town is exploring a few capital projects that could materially add to the debt

profile outside of the outlook period. We expect management will integrate these costs into the budget, while

maintaining current reserve and cash levels.

The rating reflects our view of Tyngsborough's:

• Very strong regionally connected economy, with access to a broad and diverse metropolitan statistical area (MSA);

• Very strong management, with strong financial policies and practices under our Financial Management Assessment

methodology;

• Strong finances, with consistent small surpluses and growing reserves; and

• Very strong debt and contingent liability position, with rapid amortization, but growing pension and other

postemployment benefit (OPEB) costs.
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Environmental, social, and governance

We assessed the town's environmental, social, and governance (ESG) risks and view them as neutral within our credit

rating analysis.

Stable Outlook

Upside scenario

Continued expansion of the town's tax base, while adhering to financial management policies and maintaining reserves

commensurate with those of higher-rated peers could lead to positive rating action.

Downside scenario

Sustained or dramatically negative operating results leading to materially weakened reserve levels could result in a

downgrade.

Credit Opinion

Connected regional economy builds foundations for continued growth

Tyngsborough, with an estimated population of 12,246, is in Middlesex County, approximately 35 miles northwest of

Boston with easy access provided by Route 3, which passes directly through town. The town is also 10 miles from the

cities of Lowell and Nashua, N.H., both regional employment centers. The town is in the Boston-Cambridge-Newton

MSA, which we consider to be broad and diverse.

Management notes that the second phase of a sewer betterment project has just completed along the Route 3 corridor

in the northern area of Tyngsborough, which is expected to aid in industrial and commercial development. In addition,

management highlighted several development projects underway, including a new brewery and nearly 100 new units

of residential housing, adding to the 500-plus units that have come online in the past few years.

Consistent but limited results maintain the town's reserves

Over the past three years Tyngsborough has produced consistently positive results. We believe this is because of a

generally conservative budgeting approach and a stable revenue base. Property taxes account for 65% of unadjusted

general fund revenues, while intergovernmental revenue is about 26% and excise taxes are 5%. We note that 23% of

the intergovernmental revenues are passthrough contributions for the teachers' retirement system from the state.

Management reports the fiscal 2022 preliminary year-end results once again look positive. The 2023 budget considers

revenues from marijuana sales as a $600,000 excess levy in community host funding but expected to be several million

when including point-of-sale excise tax collections.

Over the past three years, the town has maintained and increased what we consider strong available reserves, although

we do not anticipate a significant increase over the next several years.

We believe frequent and recent debt issuance reflects the town's strong access to external liquidity. In addition,

Tyngsborough is not aggressive in its use of investments, in part due to state guidelines and the town's investment

policy.
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Formalized management policies help to maintain budgetary consistency

Management, in partnership with the board of selectmen and with the support of individual department heads, takes a

conservative approach to finances. Cyber risk mitigation policies and practices are neutral within our credit analysis.

The town's policies and practices include the following:

• Management uses five years of revenue and expenditure data when developing the budget;

• Monthly budget-to-actual reports are provided to the board;

• A five-year financial projection of revenues by funding source, expenses by department, and reserves.

• An annually updated five-year capital improvement plan that includes some identified funding sources and provides

additional budget planning support;

• The investment policy exceeds state law, limiting investments to highly rated money market funds, CDs, and

government securities, and introduces monitoring and reporting requirements;

• The debt policy outlines reporting requirements and sets limitations on the type of debt, uses, carrying charges, total

debt relative to the tax base, and several other metrics; and

• The reserve policy outlines why the town maintains reserves, what levels they should be held---between 5%-10% of

general fund revenues--and under what circumstances reserve funds may be accessed. Management expects its

informal policy of 7.5% of unassigned reserves will lead to the high end of the reserve policy target.

Low debt with rapid paydown schedule and contained-for-now retirement costs could stress future
budgets as they rapidly increase

We understand there are no new-money debt issuances planned for the next two years. Over the next five-plus years,

the town might undertake construction of a new middle school and a public safety complex, which could materially

add to its debt. However, the projects remain in the initial planning stages at present.

Pension and OPEBs

Given Tyngsborough's demonstrated ability and willingness to adjust the budget to increase pension and OPEB costs,

along with the relatively low combined annual contribution compared with expenditures, we do not anticipate

significant budgetary pressure within the next several years. However, we believe that the low funded levels of pension

and OPEB, along with aggressive assumptions and contribution methods, are likely to lead to significant cost growth

over time and could affect our view of the pension and OPEB profile.

The town participates in the following defined-benefit plans:

• Middlesex County Retirement System (MCRS, as of Dec. 31, 2019): 49.5% funded using a 7.3% discount rate, with a

net pension liability of $25.0 million.

• Massachusetts Teacher's Retirement System (MTRS, as of June 30, 2020): 50.7% funded using a 7.15% discount

rate, with a net pension liability of $52.5 million; however, due to a special funding situation where the state

recognizes the full liability for each school department and makes all contributions on-behalf, we do not believe

MTRS costs are likely to shift to the employers at present.

• Retiree medical plan (OPEB, as of June 30, 2020): 0.9% funded using a 4.25% discount rate, with a net OPEB

liability of $32.7 million.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 2, 2022   4

Summary: Tyngsborough, Massachusetts; General Obligation



We believe the MCRS discount rate remains high, even after recent reductions, indicating likely contribution volatility

stemming from risky investments. The plan's adopted funding schedule includes 6.5% annual increases through 2027,

with smaller ones through 2035 and a target of being fully funded in 2036. The state requires all public sector systems

to adopt schedules achieving full-funded status no later than 2040. For more details, see "Pension Spotlight:

Massachusetts," published Oct. 14, 2020, on RatingsDirect.

The town recently adopted a formal OPEB trust funding policy that calls for a $52,500 annual transfer to the trust, with

further contributions after pensions are fully funded. We believe the impact will be immaterial and expect costs and the

unfunded liability will continue to grow.

Strong institutional framework

The institutional framework score for Massachusetts municipalities is strong.

Tyngsborough, Mass.--Key Credit Metrics

Most recent Historical information

2021 2020 2019

Very strong economy

Projected per capita EBI % of U.S. 148

Market value per capita ($) 163,831

Population (no.) 12,429 12,429 12,429 12,295

County unemployment rate(%) 2.8 4.6 7.6 2.4

Market value ($000) 2,036,256 1,852,912 1,778,165 1,635,359

Ten largest taxpayers % of taxable value 4.4

Strong budgetary performance

Operating fund result % of expenditures 3.8 0.5 1.7

Total governmental fund result % of expenditures 2.3 2.2 0.8

Strong budgetary flexibility

Available reserves % of operating expenditures 13.4 10.8 9.0

Total available reserves ($000) 6,113 4,800 3,935

Very strong liquidity

Total government cash % of governmental fund expenditures 26 26 20

Total government cash % of governmental fund debt service 1080 959 812

Very strong management

Financial Management Assessment Strong

Strong debt & long-term liabilities

Debt service % of governmental fund expenditures 2.4 2.7 2.5

Net direct debt % of governmental fund revenue 33

Overall net debt % of market value 0.9

Direct debt 10-year amortization (%) 69

Required pension contribution % of governmental fund expenditures 4.1

OPEB actual contribution % of governmental fund expenditures 2.2
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Tyngsborough, Mass.--Key Credit Metrics (cont.)

Most recent Historical information

2021 2020 2019

Strong institutional framework

EBI--Effective buying income. OPEB--Other postemployment benefits. Data points and ratios may reflect analytical adjustments.

Related Research

• Through The ESG Lens 3.0: The Intersection Of ESG Credit Factors And U.S. Public Finance Credit Factors, March

2, 2022

• 2021 Update Of Institutional Framework For U.S. Local Governments

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed

to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for

further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating

action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.
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