
Summary:

Oxford, Connecticut; General
Obligation

Primary Credit Analyst:

Danielle L Leonardis, New York + 1 (212) 438 2053; danielle.leonardis@spglobal.com

Secondary Contact:

Felix Winnekens, New York + 1 (212) 438 0313; felix.winnekens@spglobal.com

Table Of Contents

Rating Action

Stable Outlook

Credit Opinion

Related Research

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT SEPTEMBER 10, 2021   1



Summary:

Oxford, Connecticut; General Obligation

Credit Profile

US$20.0 mil GO bnds ser 2021 due 08/01/2042

Long Term Rating AA/Stable New

Rating Action

S&P Global Ratings assigned its 'AA' long-term rating to Oxford, Conn.'s series 2021 general obligation (GO) bonds.

The outlook is stable.

Oxford's full faith and credit pledge secures the bonds.

We understand proceeds from this issue will be used to refund bond anticipation notes (BANs) that were issued to

finance the construction of a new middle school.

Credit overview

Our rating on Oxford reflects the rural, residential area economy, with recent economic development that has aided in

growth in several areas, including population, grand list growth, and diversity. Further benefiting the town's financial

position is the recent payment in lieu of taxes (PILOT) agreement between the town and a natural gas-fired power

plant owned and operated by Competitive Power Ventures (CPV) for $117.6 million in PILOT payments through fiscal

2038. However, in an effort to bring reserves more in line with its formal reserve policy of 10% of expenditures, Oxford

plans to gradually draw down on them over the next several years, potentially weakening over time. As such, we do

not expect to change the rating over our outlook horizon.

In our opinion, the rating reflects the town's:

• Strong economy, with projected per capita effective buying income (EBI) at 126% of the national level and market

value per capita of $171,130;

• Strong management, with good 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 2020, which closed with operating deficits in the general fund and at the total governmental fund level in fiscal

2020;

• Very strong budgetary flexibility, with an available fund balance in fiscal 2020 of 16% of operating expenditures;

• Very strong liquidity, with total government available cash at 38.9% of total governmental fund expenditures and

6.4x governmental debt service, and access to external liquidity we consider strong;

• Strong debt and contingent liability profile, with debt service carrying charges at 6.1% of expenditures and net direct

debt that is 87.4% of total governmental fund revenue, as well as low overall net debt at less than 3.0% of market

value; and
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• Strong institutional framework score.

Environmental, social, and governance (ESG) factors

We analyzed the town's social and environmental risks relative to its economy, management, financial measures, and

debt and liability profile, and determined that they are in line with our view of the sector standard. We view

governance risks for Oxford as slightly elevated. The town missed two debt service payments over the past year. We

note that the town had sufficient funds to make these payments and plans to enact comprehensive measures to avoid

another incident.

Stable Outlook

Downward scenario

Although unlikely over our outlook horizon, if the town were to experience fiscal pressures for either capital or

operational purposes, and reserves were used to bridge the imbalance beyond what was already planned for, leaving

reserves no longer commensurate with peers, we could lower the rating.

Upward scenario

In our opinion, if the town were to experience improved and sustained economic metrics as well as restoring reserves

levels, putting them in line with higher-rated peers, while holding all other factors constant, we could raise the rating.

Credit Opinion

Strong economy

We consider Oxford's economy strong. The town, with an estimated population of 13,554, is located in New Haven

County. The town has a projected per capita EBI of 126% of the national level and per capita market value of

$171,130. Overall, the town's market value grew by 4.2% over the past year, to $2.3 billion in 2022. The county

unemployment rate was 8.0% in 2020.

Oxford encompasses 33 square miles in New Haven County. The town is rural and primarily residential, with a

growing commercial and industrial sector. Oxford's rural component, affordable cost of living, ongoing commercial

and industrial projects, and new residential development continue to drive growth. Its population has increased 38%

since the 2000 census, to 13,554. Wealth and income indicators are above national averages, while county

unemployment have historically been either just slightly above or on par with national levels. Residents have access to

the broader Hartford, Fairfield, Danbury, and Waterbury employment bases.

Since 2015, the town's grand list has increased 12.3%, to $1.62 billion in 2021. With a healthy pipeline of economic

development projects in various stages of approval or construction, we believe the tax base will continue to experience

growth over the near to moderate term. Several larger projects include Quarry Walk, a $70 million mixed-use

development which is about 60% developed, as well as Meadowbrook Estates and Oxford Greens, two residential

communities that continue to grow in phases. The industrial side includes 14 town-owned industrial lots that are

mostly "pad ready" and are expected to be sold to developers in the near term. Lastly, a 785-megawatt natural

gas-fired power plant, owned and operated by Competitive Power Ventures (CPV), that began operation in 2018,
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entered into a 23-year PILOT agreement with the town that will provide the town additional revenues and add to the

tax base over time. Management estimates 3%-4% growth in the grand list over the next few years.

Strong management

We view the town's management as strong, with good financial policies and practices under our FMA methodology,

indicating financial practices exist in most areas, but that governance officials might not formalize or monitor all of

them on a regular basis.

Highlights include the use of zero-base budgeting each year, along with ongoing discussion with department heads and

various committees prior to presentation. The use of historical trend analysis is used to address any discrepancies that

occur. Monthly monitoring and reporting to the board are conducted. Oxford does not have a formal long-term

financial plan, but does maintain a rolling five-year capital improvement plan that identifies projects as well as funding

sources. The town's formal investment policy requires ongoing monitoring of investments, which is monthly, and

quarterly reporting to the board. Aside from trying to maintain level debt service, the town does not have any formal

debt management policies. However, a formal reserve policy requires the undesignated general fund balance to be

maintained at a minimum of 10% of operating expenditures. Lastly, Oxford has implemented a cyber security policy

and maintains cyber security insurance.

Oxford missed two debt service payments over the past year. While one late payment was due to an error by the bank

making payments on behalf of the town, in the second instance the town made insufficient payments on restructured

bonds. We note that Oxford had sufficient funds to make these payments and we understand the town is planning to

hire a Debt Service Payment Provider (DSPP) who will automatically make debt service payments to the paying agent

when due and therefore alleviate the potential for future late payments. We will monitor whether these measures are

sufficient to eliminate future missteps.

Adequate budgetary performance

Oxford's budgetary performance is adequate, in our opinion. The town had operating deficits of 2.0% of expenditures

in the general fund and 1.8% across all governmental funds in fiscal 2020. Our assessment accounts for our

expectation that budgetary results could improve from 2020 results in the near term.

Following the construction of the natural gas-fired power plant, which began commercial operation in 2018, and the

agreement between the town and CPV, Oxford would be receiving PILOT payments totaling $117.5 million through

fiscal 2038. With historically conservative budgetary performance, and now rising available reserves as a result of the

PILOT payments, the town made the conscious decision to gradually draw down on reserves for both tax stabilization

purposes and funding of various capital projects until it got closer to its fund balance policy minimum of 10% of

expenditures. As such, the town closed the past three fiscal years (2018-2020) with drawdowns with available reserves

declining from a high of $16.4 million, or a very strong 32.1% of expenditures, in fiscal 2017 to $8.5 million, or a still

very strong 15.8% of expenditures, in fiscal 2020.

Property taxes accounted for approximately 70% of general fund revenues in fiscal 2020, followed by state aid at 20%.

Collections remain constant, at over 98% over the past 10 years. Annual PILOT payments (which go through fiscal

2038) range from a low of $2.7 million (2018) to $7.6 million (2034-2037).
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Despite the planned use of $1.3 million of reserves in fiscal 2021, management is projecting to close with a $2.7 million

surplus, as property taxes came in above budget, while expenditures trended under budget; keeping reserves very

strong.

The fiscal 2022 adopted budget, which totals $50.9 million, includes the use of $2.6 million of reserves for the same

reason as in previous years. To date, management reports revenues and expenditures are tracking on target with

budget and a surplus is expected. The town is set to receive $3.9 million in American Rescue Plan (ARP) funding, of

which half has already been received. None of this funding was budgeted for in either the fiscal 2021 or 2022 budgets.

While we understand the town plans to use the fund balance and gradually draw it down over time, we believe

budgetary performance will likely shift between adequate and strong over the near to moderate term, depending on

the level of reserves drawdown and the ability to regenerate a surplus.

Very strong budgetary flexibility

Oxford's budgetary flexibility is very strong, in our view, with an available fund balance in fiscal 2020 of 16% of

operating expenditures, or $8.5 million.

Following the receipt of PILOT payments beginning in fiscal 2016 from the power plant (CPV), Oxford's available

general fund balance increased from $6.01 million, or a strong 13.4% of expenditures, at the end of fiscal 2015, to $16.4

million, or a very strong 32.1% of expenditures, in fiscal 2017. With the town is set to receive a total of $117.6 million

in PILOT payments through fiscal 2038, they have made the conscious decision to use a portion of reserves for tax

stabilization purposes and to fund various capital projects, bringing reserves closer to the formal fund balance policy

minimum of 10% of expenditures. As a result, three years of drawdowns have reduced reserves to $8.5 million, or a

still very strong 15.8% of expenditures. While fiscal 2021 is estimated to close with a surplus, available reserves are

likely to remain very strong over the near term. However, if the town continues to further draw down on reserves such

that reserve levels fall below 15% of expenditures, we could revise our opinion of budgetary flexibility.

Very strong liquidity

In our opinion, Oxford's liquidity is very strong, with total government available cash at 38.9% of total governmental

fund expenditures and 6.4x governmental debt service in 2020. In our view, the town has strong access to external

liquidity, if necessary.

Oxford's recent GO debt issuances support the town's strong access to external liquidity. The town does not currently

have any contingent liquidity risks from financial instruments with payment provisions that change upon the

occurrence of certain events. We expect liquidity will likely remain very strong, as there is no expectation of significant

cash-balance deterioration.

Strong debt and contingent liability profile

In our view, Oxford's debt and contingent liability profile is strong. Total governmental fund debt service is 6.1% of

total governmental fund expenditures and net direct debt is 87.4% of total governmental fund revenue. Overall net

debt is low, at 2.0% of market value, which is, in our view, a positive credit factor.

Oxford has $47.2 million of total direct debt following this issue. We understand the town has no plans to issue any

additional GO debt over the near term. Beyond our outlook horizon, the town is considering the potential for energy
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project issuances. However, we do not expect it to significantly weaken the town's debt and liability score.

Oxford's combined required pension and actual other postemployment benefits (OPEB) contributions totaled 2.0% of

total governmental fund expenditures in 2020. The town made its full required pension contribution in 2020.

Pension and OPEB:

• We do not view Oxford's retirement obligations as a significant budgetary pressure.

• However, while the pension plans to use an actuarially determined contribution, which we view positively, some of

the assumptions may lead to contribution volatility.

• The town also provides OPEB, and has a net OPEB liability of $3.2 million. While we expect costs to rise, given the

current low charge and small liability relative to the operating budget, we do not expect pressure from its OPEB

liability.

As of June 30, 2020, Oxford participated in the following pension plans:

• Connecticut Municipal Employees Retirement Fund (MERS): 71% funded, $53.3 million net pension liability.

MERS is a cost-sharing, multiple-employer retirement system administered by the state. Oxford town and police

employees are eligible to participate. Given the very low costs, we do not expect material budgetary pressure from

cost volatility or escalation.

Strong institutional framework

The institutional framework score for Connecticut municipalities is strong.

Related Research

• Through The ESG Lens 2.0: A Deeper Dive Into U.S. Public Finance Credit Factors, April 28, 2020

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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