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Summary:

Wolcott Town, Connecticut; General Obligation

Credit Profile

US$10.155 mil GO bnds, issue of 2022 due 06/15/2043

Long Term Rating AA+/Stable New

Wolcott Twn GO

Long Term Rating AA+/Stable Affirmed

Rating Action Overview

• S&P Global Ratings assigned its 'AA+' rating to Wolcott Town, Conn.'s roughly $10.155 million series 2022 general

obligation (GO) bonds.

• At the same time, S&P Global Ratings affirmed its 'AA+' rating on the town's existing GO debt.

• The outlook is stable.

Security

The town's full-faith-and-credit pledge secures the bonds.

Officials intend to use series 2022 bond proceeds to finance bond anticipation notes outstanding permanently and fund

several capital projects.

Credit overview

The rating reflects our view of the town's stable and strong local economy with access to the New Haven metropolitan

statistical area (MSA) and strong financial-management policies and practices under our Financial Management

Assessment (FMA) methodology; these management policies and conservative budgeting have supported consistent

positive financial operations during the past few fiscal years, which has led to continued available reserve increases. In

addition, current debt needs remain limited, which should allow it to maintain a favorable debt profile. While

retirement liabilities and costs are manageable due to high pension funding ratios, other postemployment benefit

(OPEB) liabilities have increased during the past three fiscal years with no prefunding mechanism currently in place,

which could lead to higher long-term costs.

The rating reflects our opinion of the town's:

• Stable, growing property tax base with strong economic indicators and access to a broad, diverse MSA;

• Formal, comprehensive, strong financial-management policies and practices under our FMA methodology support

consistent operational results and a strong Institutional Framework;

• Positive financial operations, leading to continued available reserve increases; and

• Strong debt-and-contingent-liability profile with manageable retirement costs but an increasing OPEB liability.
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Environmental, social, and governance

We have analyzed Wolcott's environmental, social, and governance (ESG) risks relative to its economy, budgetary

outcomes, management, and debt-and-liability profile and view them as neutral in our credit analysis. The town also

maintains various cybersecurity protections and plans.

Outlook

The stable outlook reflects S&P Global Ratings' expectation Wolcott will likely maintain strong reserves through

balanced operations, supported by its robust financial-management policies and low fixed costs. Therefore, we do not

expect to change the rating during the two-year outlook.

Downside scenario

While not expected during the two-year outlook, we could lower the rating if available reserves were to weaken

materially due to consistently negative finances.

Upside scenario

We could raise the rating if local economic indicators were to improve to levels we consider commensurate with

higher-rated peers, coupled with a continued increase in available reserves through positive finances.

Credit Opinion

Residential community that continues to experience tax base growth

Wolcott is primarily a residential community 34 miles north of New Haven. The town has experienced modest tax

base growth during the past few years due to the construction of several subdivisions and condominiums, including a

new residential development called Heritage Hill that is nearly complete and a recently built senior residential housing

complex. The town has also experienced some expansion of its commercial base with a new medical office building by

Nadimi Health, as well as several new small retail locations. The town's grand list improved by 14.5% in 2021

following a townwide revaluation; we understand there have been no major tax appeals filed due to the revaluation. In

addition, officials indicate the town did not experience any major economic slowdown during COVID-19. Therefore,

we expect Wolcott's economy will likely remain very strong, in our opinion.

The continued maintenance of strong reserves, backed by positive financial operations

For analytic consistency, we have adjusted for recurring transfers and the use of bond and lease proceeds for capital

outlay. The town ended fiscal 2021 with a general fund surplus due to conservative budgeting; this led to

higher-than-budgeted revenue, such as property taxes; clerk fees; and licenses and permits, according to management.

The town also achieved savings in various areas of the budget, including education costs. The town also posted

operating surpluses in fiscal years 2020 and 2019. For fiscal 2022, the town estimates it ended with a $883,952 surplus

due to higher-than-expected revenue and lower expenditures across various departments.

Due to strong budgetary performance during the past three fiscal years, available reserves have consistently improved

during the past three fiscal years. In addition, while the town appropriated $750,000 of fund balance into its fiscal 2023

budget, officials indicate the town does not expect to draw down reserves. The fiscal 2023 budget totals $59.6 million,

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JULY 29, 2022   3

Summary: Wolcott Town, Connecticut; General Obligation



a 5% increase over fiscal 2022. We understand most increases are for employee benefits and health insurance. The

town's allocation of American Rescue Plan Act of 2021 funds is $4.9 million, which it plans to use for capital projects.

Strong, formal policies and practices, including reserve and debt-management policies

In our opinion, Wolcott maintains conservative revenue and expenditure assumptions because it relies on property

taxes as the primary revenue source. Management references historical trend analysis for, at least, three years when

budgeting. Management provides monthly budget-to-actual reports to the town council, which could amend the

budget throughout the year for major variances. The town also maintains three-year revenue and expenditure

projections and a formal five-year capital-improvement plan that identifies funding; management updates both

annually.

Wolcott has a formal investment-management policy with the monthly review of holdings. The town's comprehensive

debt-management policy includes borrowing thresholds where total net debt service should not exceed 10% of

expenditures and amortization requirements. Management also maintains a formal reserve policy, which it amended

on Feb. 1, 2022; this limits unassigned fund balance to no less than 10% of following-year revenue, which it adheres to

currently.

The Institutional Framework score for Connecticut municipalities is strong.

A favorable debt profile with no additional debt plans

Following the series 2022 issue, Wolcott will have $36.9 million in debt outstanding. It does not currently have any

additional debt plans.

Wolcott has not entered into any bank loans, direct-purchase debt, or contingent-liquidity risks from financial

instruments with payment provisions that change upon the occurrence of certain events.

Pension and OPEB

We do not view pension and OPEB liabilities as an immediate credit pressure for Wolcott due to the manageable size

of its retirement liabilities and strong pension funding ratios; however, we expect costs to continue to increase due to

somewhat optimistic assumptions. Although the town funds OPEB liabilities on a pay-as-you-go basis, which--due to

claims-volatility and medical-cost and demographic trends--is likely to lead to escalating costs, the town has the legal

flexibility to alter OPEB, which we view as a potential means to mitigating escalating costs.

As of June 30, 2021, Wolcott participates in:

• Wolcott General Pension Plan (GPP)--a town-administered single-employer, defined-benefit pension plan--which is

77.6 % funded, with a net pension liability equal to $7.9 million, assuming a 7.25% discount;

• Wolcott Board of Education Pension Plan--a town-administered single-employer, defined-benefit pension

plan--which is 128% funded, with a net pension asset equal to $4.7 million, assuming a 6.5% discount; and

• Wolcott's defined-benefit health-care plan that provides retiree health care until death, which is 0% funded, with an

OPEB liability of about $32.7 million.

Fiscal 2021 actuarially determined contributions toward GPP did not meet, what we consider, minimum-funding

progress; however, in our opinion, it met static-funding progress. GPP maintains a closed amortization schedule of 20
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years and a 7.25% discount. We think these assumptions could lead to contribution increases and potential liability

increases should GPP not achieve targeted investment returns. The town has lowered the discount to 7% in fiscal

2023, and it plans to lower it again to 6.75% in fiscal 2024 according to management. However, since costs are low

and manageable, we do not expect this to add significant budgetary pressure.

Wolcott also provides OPEB to retirees. As of fiscal 2021, the OPEB plan had an unfunded actuarial accrued liability of

$32.7 million, which it funds on a pay-as-you-go basis. Officials report the town is planning to set up an OPEB trust

fund during the next few years, but the exact timing is currently unavailable.

Wolcott Town, Connecticut Select Key Credit Metrics

Most recent --Historical information--

2021 2020 2019

Strong economy

Projected per capita effective buying income as a % of U.S. 103.9

Market value per capita ($) 125,468

Population 16,595 16,571 16,605

County unemployment rate(%) 6.6

Market value ($000) 2,082,144 1,793,711

10 leading taxpayers as a % of taxable value 3.6

Strong budgetary performance

Operating fund result as a % of expenditures 0.9 2.3 1.2

Total governmental fund result as a % of expenditures 1.1 0.9 (0.2)

Strong budgetary flexibility

Available reserves as a % of operating expenditures 13.0 11.4 10.1

Total available reserves ($000) 8,052 6,974 6,151

Very strong liquidity

Total government cash as a % of governmental fund expenditures 26.7 25.0 24.4

Total government cash as a % of governmental fund debt service 353.1 322.0 332.0

Very strong management

Financial Management Assessment Strong

Very strong debt and long-term liabilities

Debt service as a % of governmental fund expenditures 7.6 7.8 7.4

Net direct debt as a % of governmental fund revenue 54.7

Overall net debt as a % of market value 1.8

Direct debt 10-year amortization (%) 60.5

Required pension contribution as a % of governmental fund expenditures 2.8

Other postemployment benefits actual contribution as a % of governmental

fund expenditures

0

Strong Institutional Framework

Data points and ratios may reflect analytical adjustments.
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• 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

• Criteria Guidance: Assessing U.S. Public Finance Pension And Other Postemployment Obligations For GO Debt,

Local Government GO Ratings, And State Ratings, Oct. 7, 2019

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

• 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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