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Summary:

Windsor Locks, Connecticut; General Obligation

Credit Profile

US$20.0 mil GO bnds ser 2022 due 07/15/2051

Long Term Rating AA+/Stable New

Windsor Locks GO

Long Term Rating AA+/Stable Affirmed

Rating Action

S&P Global Ratings assigned its 'AA+' long-term rating to Windsor Locks, Conn.'s $20 million 2022 general obligation

(GO) bonds and affirmed its 'AA+' long-term rating on the town's existing GO debt. The outlook is stable.

Security and use of proceeds

The GO bonds are secured by Windsor Locks' full-faith-and-credit pledge, and are payable from revenues of an

unlimited ad valorem tax. The bond proceeds will be used to finance the construction of a new police headquarters

and a new senior center.

Credit overview

Windsor Locks has demonstrated reliable consistency in credit fundamentals. The town has produced surpluses

year-over-year since 2017, leading to increases in available fund balance. Furthermore, the economy exhibits

incremental growth in population and assessed valuation. The largely residential town has two large projects in

planning, a large sports complex and revitalization of its downtown, which when completed in several years, are

expected to contribute to the growth in the town's tax base. Windsor Locks maintains strong management practices

that underpin the strengths of the credit.

The 'AA+' rating reflects our view of the town's:

• Residential and growing commercial economy, with access to a broad and diverse metropolitan statistical area

(MSA);

• Conservative and codified financial management practices that are consistently followed, and strong institutional

framework score;

• Consistently positive operating performance since fiscal 2017, bolstering an already very strong fund balance and

very strong liquidity profile; and

• Manageable fixed costs with some near-term debt plans that won't materially impact the town's debt burden.

Environmental, social, and governance

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

measures, and debt and liability profile, and determined that all are neutral in our analysis.
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Stable outlook

Upside scenario

All else remaining equal, we could raise the rating should further development lead to sustainably higher income

metrics in line with those of higher rated peers.

Downside scenario

We could lower the rating if financial performance were to experience sustained weakness, resulting in materially

deteriorated available fund balance.

Largely residential economy with some commercial economic development underway

Windsor Locks is in northern Connecticut, equidistant from Hartford and Springfield, Mass. The town's economy

benefits from the presence of Bradley International Airport, New England's second largest airport, both as a direct

employer and through connected businesses in the aerospace industry. Windsor Locks' favorable location on the

north-south I-91 corridor and along the commuter rail Hartford Line also allows it to serve as a major northeastern

distribution center.

Over the past couple of years, the town has seen continued revitalization of its downtown area, including a state and

federal partnership project to relocate the train station to downtown. In addition, the town expects construction to

begin on a large sports complex expected to yield about $2 million to $3 million in revenue once all phases are

complete, in about three to four years.

Prudent financial management practices codified in formal policies

Management uses four to five years of historical data to identify trends and develop revenue and expenditure

assumptions. Management also adjusts for larger one-off revenues and expenditures that distort longer-term trends.

The town conducts frequent internal monitoring of budget-to-actual performance, and board of finance members have

real-time access to revenue and expenditure data online. The finance director proposes budget amendments when

necessary. Although state statutes strictly limit investments, management maintains an investment policy for

short-term investments and interest income and presents holdings to the board monthly. The town also maintains a

five-year, long-term capital improvement plan that identifies capital projects and internal financing. It also maintains a

formal general fund balance policy that sets forth a target unassigned fund balance between 18% and 25% of the

general fund budget. In addition, the town's formal procedure is to restore fund balance if it falls below the minimum

target. Windsor Locks does not currently maintain a formal long-term financial plan or a formal debt management

policy. Lastly, the town is taking active steps to address cyber security risks.

Consistent and positive operating performance facilitated by conservative budgeting

Fiscal 2021 results include adjustments for recurring transfers and one-time capital expenditures for the WPCA Dexter

pump station that were paid with bond proceeds. The town has posted positive operating results since fiscal 2018,

which the town attributes to conservative budgeting with a specific scrutiny on expenditures. In fiscal 2021, property

taxes generated 70% of general fund revenue followed by intergovernmental revenue, including on-behalf state

payments for the teachers' pension plan, at 29%.
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The town's fiscal 2021 budget totaled $53.1 million, with the pandemic having minimal impact on the town's

operations. The town has been allocated $3.8 million in American Rescue Plan Act funding, which will likely fund

parks and recreation programs, public works, as proposed by an advisory board that includes board members and

town residents. The town's fiscal 2022 budget totaled $51.3 million. The town expects another year of positive

operating performance, mainly attributable to building permit revenues outperforming forecasted returns.

Likewise, the town's financial flexibility has grown every year since fiscal 2017, which we expect to remain at this level

over at least the near to medium term.

Furthermore, Windsor Locks is a regular market participant that has issued debt frequently during the past several

years, including GO and refunding bonds and short-term bond anticipation notes (BANs), reflecting its strong access to

external liquidity.

The town does not currently have any variable-rate or direct-purchase debt. It does not invest aggressively.

Investments are subject to strict state guidelines. The town invests in low-risk assets, including the state's short-term

investment fund, money-market funds, or certificates of deposit. Furthermore, Windsor Locks does not have any

scheduled significant cash drawdowns. Therefore, we expect liquidity will likely remain very strong during the next

two fiscal years.

Low debt with some near-term debt plans that will not materially impact the town's debt metrics

With this issuance, Windsor Locks will have about $40.4 million in direct debt outstanding. Management expects to

issue up to $13 million of new debt over the next few years for a fire department and ambulance facility renovation.

We do not expect any debt issuance during the next few years will change our view of the town's debt profile.

Manageable pension and OPEB liabilities

Windsor Locks' combined required pension and actual OPEB contributions totaled 3.1% of total governmental fund

expenditures in 2021. Of that amount, 3.0% represented required contributions to pension obligations, and 0.1%

represented OPEB payments. The town made its full annual required pension contribution in 2021.

• We do not view retirement costs as a significant rating pressure. However, given the size of the funded ratios of the

two pension plans, we believe costs could rise beyond the outlook period.

• The pension plans use an actuarially determined contribution and adopted increasingly conservative assumptions in

recent years. We believe this is likely to increase and stabilize costs.

• Windsor Locks established an OPEB trust fund and has fully funded its OPEB liability while continuing to fully fund

on an annual basis its actuarially determined contribution, which we view positively.

As of June 30, 2021, the town participates in the following pension plans:

• Connecticut Municipal Employees' Retirement System (MERS): 71.2% funded, with a proportionate share of the

plan's net pension liability of $18.3 million.

• Connecticut State Teachers' Retirement System (TRS): 60.8% funded. Under a special funding situation, the state is

obligated to make pension contributions on behalf of Windsor Locks for TRS.
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Fiscal 2021 actual contributions did not meet our view of minimum funding progress or static funding progress. In

general, we expect plan contributions to meet or exceed our view of minimum funding progress, in part due to the

plan's closed, level-dollar, 23-year amortization that should result in timely funding progress. However, we believe

MERS' discount rate of 7% could lead to some contribution volatility.

Strong institutional framework

The institutional framework score for Connecticut municipalities is strong.

Windsor Locks, Connecticut Key Credit Metrics

Most recent Historical information

2021 2020 2019

Strong economy

Projected per capita EBI % of U.S. 100

Market value per capita ($) 164,959

Population 12,810 12,843

County unemployment rate(%) 8.1

Market value ($000) 2,113,127 2,118,908 1,833,906

Ten largest taxpayers % of taxable value 32.9

Strong budgetary performance

Operating fund result % of expenditures 2.8 4.6 1.5

Total governmental fund result % of expenditures 2.3 4.1 1.1

Very strong budgetary flexibility

Available reserves % of operating expenditures 30.5 28.0 24.6

Total available reserves ($000) 16,813 15,280 12,472

Very strong liquidity

Total government cash % of governmental fund expenditures 37 34 31

Total government cash % of governmental fund debt service 738 752 594

Strong management

Financial Management Assessment Good

Strong debt & long-term liabilities

Debt service % of governmental fund expenditures 5.0 4.5 5.2

Net direct debt % of governmental fund revenue 61

Overall net debt % of market value 1.9

Direct debt 10-year amortization (%) 51

Required pension contribution % of governmental fund expenditures 3.0

OPEB actual contribution % of governmental fund expenditures 0.1

Strong institutional framework

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

Through The ESG Lens 3.0: The Intersection Of ESG Credit Factors And U.S. Public Finance Credit Factors, March 2,

2022

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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