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Summary:

Hamden Town, Connecticut; General Obligation;
Note

Credit Profile

US$16.915 mil GO rfdg bnds ser 2017A due 08/15/2023

Long Term Rating A+/Stable New

US$11.51 mil GO bnds ser 2017B due 08/15/2037

Long Term Rating A+/Stable New

US$9.61 mil GO BANs ser 2017 dtd 08/24/2017 due 08/23/2018

Short Term Rating SP-1+ New

Rationale

S&P Global Ratings assigned its 'A+' long-term rating, with a stable outlook, on the Town of Hamden, Conn.'s series

2017A refunding bonds and series 2017B general obligation bonds. At the same time, S&P Global Ratings affirmed its

'A+' rating and stable outlook on debt outstanding.

We also assigned our 'SP-1+' short-term rating to the notes, reflecting our criteria for evaluating and rating bond

anticipation notes (BANs). In our view, Hamden maintains a very strong capacity to pay principal and interest when

the notes come due. The town maintains a market risk profile that we view as low. It also has strong legal authority to

issue long-term debt to take out the notes and is a frequent issuer that regularly provides ongoing disclosure to market

participants.

Hamden's full-faith-and-credit pledge secures the bonds and notes. Officials plan to use series A bond proceeds to

refund series 2011A, 2012, 2014A, and 2015B debt for present value savings. Series B and BAN proceeds will be used

for various capital projects, including bridge and school repairs.

The long-term rating reflects our opinion of the following factors for the town:

• Strong economy, with access to a broad and diverse metropolitan statistical area (MSA);

• Adequate management, with "standard" financial policies and practices under our financial management assessment

(FMA) methodology;

• Adequate budgetary performance, with operating results that we expect could improve in the near term relative to

fiscal 2016, which closed with operating deficits in the general fund and at the total governmental fund level in fiscal

2016;

• Weak budgetary flexibility, with an available fund balance in fiscal 2016 of 1.3% of operating expenditures;

• Very strong liquidity, with total government available cash at 8.5% of total governmental fund expenditures and

107.0% of governmental debt service, and access to external liquidity we consider strong;

• Very weak debt and contingent liability profile, with debt service carrying charges at 8.0% of expenditures and net

direct debt that is 116.7% of total governmental fund revenue, as well as a large pension and other postemployment

benefit (OPEB) obligation and the lack of a plan to sufficiently address the obligation; and
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• Very strong institutional framework score.

Strong economy

We consider Hamden's economy strong. The town, with an estimated population of 61,477, is located in New Haven

County in the New Haven-Milford MSA, which we consider to be broad and diverse. The town has a projected per

capita effective buying income of 115% of the national level and per capita market value of $89,794. The town's market

value declined to $5.5 billion from $5.8 billion following a revaluation in 2015. The county unemployment rate was

5.5% in 2016.

Hamden is a 33-square-mile, primarily residential, community about six miles north of New Haven. The town is

traversed by two major highways, the Wilbur Cross Parkway (Route 15) and Interstate 91. Hamden's location also

provides quick access to the Connecticut Turnpike (Interstate 95). Metro North, Amtrak, and Conrail in New Haven

provide rail service to Boston and New York. The construction of a 393-apartment complex is expected to be

completed next year and the total impact of this project on the grand list will be an additional $1.2 million per year.

Work began this spring on the redevelopment of the long-dormant site of Centerville Lumber. The development will be

anchored in a Marriott Residence Inn hotel, which includes a restaurant and healthcare facility. Finally, construction

continues on a small business incubator located in a former school. The town expects the incubator to be home to 20

new businesses.

The town's tax base is diverse, in our view, with the top 10 taxpayers accounting for only 8.3% of the taxable assessed

value (AV). Management indicates it expects to continue to see modest improvement in Hamden's AV in the medium

term. For these reasons, we expect our evaluation of the town's economy to remain strong.

Adequate management

We view the town's management as adequate, with "standard" financial policies and practices under our FMA

methodology, indicating the finance department maintains adequate policies in some, but not all, key areas.

Historically, management was optimistic in its budget assumptions, which initially led to the town's structural

deterioration and significant decline in available reserves in fiscal 2010. However, in the past several years,

management has taken a more conservative approach in its budget assumptions, which has allowed the town to

properly align revenues and expenditures. As a result, we have seen improvement, albeit nominally, in Hamden's

budgetary flexibility. In our assessment of the town's budgeting assumptions, we would want to see more evidence

that assumptions and projections are realistic and well-grounded from both a long-term and recent trend perspective.

Management monitors Hamden's budget performance on a regular basis and will enact midyear amendments if

necessary. The town has established a six-year financial plan, which is required by state statute under the pension

deficit funding plan. It also has a six-year capital plan, which it updates annually.

Hamden's investment policy restricts investment vehicles to certificates of deposits, repurchase agreements, and state

investment funds. Under its debt policy, carrying charges for capital investment cannot exceed 10% of the current

fiscal year's budgeted expenditures unless it is certified via binding referendum; noncapital related borrowing cannot

exceed 4% of the current fiscal year's budget. Although Hamden does not have a formal reserve policy, management

hopes to restore available reserves to 5% of general fund expenditures.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 30, 2017   3

Summary: Hamden Town, Connecticut; General Obligation; Note



Adequate budgetary performance

Hamden's budgetary performance is adequate in our opinion. The town had operating deficits of 5.4% of expenditures

in the general fund and of 6.4% across all governmental funds in fiscal 2016. Our assessment accounts for the fact that

we expect budgetary results could improve from 2016 results in the near term.

Data adjustments calculating budgetary performance include the difference between pension annual required

contribution (ARC) and actual payment. We also net out capital spent from bond proceeds. Management is

anticipating a surplus in 2017 based on a mild winter and healthcare savings.

According to management's six-year financial plan, the town is structurally balanced with recurring revenues

equivalent to recurring expenditures. The projection has a built-in plan to restore $500,000 to available reserves

annually, with a goal to reach 5% of expenditures in fund balance by the end of fiscal 2018. At the same time, the plan

calls for Hamden to build up to 100% of the ARC by fiscal 2019. Consequently, we believe management has presented

a credible plan to demonstrate maintenance of adequate budgetary performance over the next six years.

While management has taken strong steps to maintain structural balance, and is addressing the rising fixed costs

associated with its long-term liabilities, we still believe budgetary performance will remain pressured by the large

unfunded pension and OPEB liabilities until funding levels improve significantly. On the positive side, revenue

performance is stable with no significant volatility. Property taxes account for 76% of general fund revenues, and state

aid, 20%.

Connecticut is experiencing financial imbalance, which could result in a pass-off of certain expenditures to

municipalities or reduced state aid. Although there have been discussions at the state level to rewrite the education

cost-sharing formula, benefiting lower-income communities such as Hamden, town officials are budgeting for flat state

aid. At the time of this report, Connecticut still hadn't approved a 2018 budget. We think Hamden's assumption for

state aid is conservative. Given its state aid assumptions, and favorable financial controls, we expect budgetary

performance to remain at least adequate in the near term.

Weak budgetary flexibility

Hamden's budgetary flexibility is weak, in our view, with an available fund balance in fiscal 2016 of 1.3% of operating

expenditures, or $3.0 million.

The town's reserves depleted significantly in fiscal 2010 due to a decline in major revenue sources and optimistic

budget assumptions. To address the significant decline in its fund balance position, Hamden implemented various

cost-cutting measures such as layoffs, privatization of some services, and a hiring freeze, as well as raising the tax rate

significantly. S&P Global Ratings believes management will continue to properly align revenues and expenditures to

yield at least balanced operations and build budgetary flexibility to healthier levels. Given management's current

intention to add $500,000 to available reserves annually, we believe the town's budgetary flexibility could gradually

improve.

Very strong liquidity

In our opinion, Hamden's liquidity is very strong, with total government available cash at 8.5% of total governmental

fund expenditures and 107.0% of governmental debt service in 2016. In our view, the town has strong access to
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external liquidity if necessary.

Our calculations exclude about $15 million in bond proceeds from the general fund for fiscal 2016. The town has

demonstrated strong market access by issuing GO bonds within the past several years. Furthermore, we note that

Hamden does not have any contingent liquidity risk from financial instruments with payment provisions that change

on the occurrence of certain events.

Very weak debt and contingent liability profile

In our view, Hamden's debt and contingent liability profile is very weak. Total governmental fund debt service is 8.0%

of total governmental fund expenditures, and net direct debt is 116.7% of total governmental fund revenue.

Management expects to issue about $10 million-$12 million annually over the next six years to address ongoing capital

needs. However, the town will be retiring a like amount annually so the effect on direct debt ratios will be minimal.

In our opinion, a credit weakness is Hamden's large pension and OPEB obligation, without a plan in place that we

think will sufficiently address the obligation. The town's combined required pension and actual OPEB contributions

totaled 16.3% of total governmental fund expenditures in 2016. Of that amount, 8.9% represented required

contributions to pension obligations and 7.4% represented OPEB payments. Hamden made 70% of its actuarially

determined contribution (ADC) in 2017, and will make 80% in fiscal 2018, and 100% in fiscal 2019. The funded ratio of

the largest pension plan is 37%.

The town's unfunded pension liability is approximately $276 million, with a funding level of 37.4% as of July 1, 2016.

Hamden consulted a third-party advisory group and decided to address its high liability by issuing $125 million to fund

its closed Public Employee Retirement System. In addition, the mayor and town council did not provide cost-of-living

adjustments for the prior fiscal year. Hamden's funding plan currently assumes a 7% investment return, which is below

the system's historical 8.5% rate of return. According to its six-year financial plan, Hamden will ramp up to

contributing 100% of the ADC by 2019, which is required by state law. We believe the sale of the pension obligation

bonds substitutes a hard debt liability for a prior soft unfunded pension liability, but does not significantly change the

town's liabilities overall.

Apart from its pension liability, Hamden has an unfunded OPEB liability of $486 million as of July 1, 2016. It has

established an OPEB trust fund to gradually address this liability. The town contributed $100,000 in fiscal 2016, and by

the end of July will contribute another $150,000 for fiscal 2017. The OPEB trust will total $450,000 by the end of fiscal

2017. Management is actively seeking solutions to reduce medical expenditures for retirees.

The annual pension and OPEB costs accounted for 18.7% of total government expenditures in fiscal 2015. While we

believe management is taking steps to address the fixed costs associated with its unfunded pension and OPEB

liabilities, the sheer size of the unfunded liabilities remains an ongoing challenge for management. Consequently, we

believe Hamden's pension and OPEB costs will continue to pressure budgetary performance over the long term.

Very strong institutional framework

The institutional framework score for Connecticut municipalities is very strong.
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Outlook

The stable outlook reflects Hamden's strong economy and participation in the New Haven-Milford MSA, which lends

stability to the tax base. The outlook further reflects our opinion that management will maintain structurally balanced

budgetary performance despite a very weak debt and contingent liability profile, and continue to improve available

reserves. We believe the town's budgetary performance and flexibility will remain stable given management's

demonstrated willingness and ability to make the necessary revenue and expenditure adjustments. For these reasons,

we do not expect to change the rating in the next two years.

Upside scenario

Over time, if the town were to improve budgetary performance, resulting in improved liquidity and budgetary

flexibility, while continuing to address its very weak debt and contingent liability profile, we could raise the rating.

Downside scenario

We could lower the rating if management fails to effectively mitigate the costs of its unfunded pension and OPEB

liabilities, leading to structural imbalance and a decline in available reserves.

Related Research

• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013

• Incorporating GASB 67 And 68: Evaluating Pension/OPEB Obligations Under Standard & Poor's U.S. Local

Government GO Criteria, Sept. 2, 2015

• 2016 Update Of Institutional Framework For U.S. Local Governments

Ratings Detail (As Of June 30, 2017)

Hamden Twn GO

Long Term Rating A+/Stable Affirmed

Hamden Twn GO BANs ser 2017 dtd 03/01/2017 due 08/24/2017

Short Term Rating SP-1+ Affirmed

Hamden Twn GO BANs ser 2017 dtd 08/24/2017 due 08/23/2018

Short Term Rating SP-1+ Affirmed

Hamden Twn GO (AGM)

Unenhanced Rating A+(SPUR)/Stable Affirmed

Hamden Twn GO (BAM)

Unenhanced Rating A+(SPUR)/Stable Affirmed

Hamden Twn GO (BAM)

Unenhanced Rating A+(SPUR)/Stable Affirmed

Hamden Twn GO

Long Term Rating A+/Stable Affirmed

Hamden Twn GO

Long Term Rating A+/Stable Affirmed

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 30, 2017   6

Summary: Hamden Town, Connecticut; General Obligation; Note



Ratings Detail (As Of June 30, 2017) (cont.)

Hamden Twn (FEDERALLY TAXABLE) GO (BAM)

Unenhanced Rating A+(SPUR)/Stable Affirmed

Hamden GO

Unenhanced Rating A+(SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance.

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.globalcreditportal.com. All ratings affected by this rating action can

be found on the S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box

located in the left column.
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