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Cherie Trahan

From: Bill Lindsay [bill.lindsay@ibiclic.com]

Sent:  Wednesday, March 02, 2011 2:19 PM

To: Cherie A. Trahan; Matthew W. Hart

Subject: RE: CONFIDENTIAL: Moody's Press Release - Mansfield, CT - DRAFT

Eor both of your benefit, the feedback | received from the analyst was very positive. She said that the
committee was impressed by the trend of positive operating results and the steps management was
taking to manage the budget. She said that if you are able to progress rowards the 10% fund balance
goal and as the Town’s grand list grows it would but positive/upward pressure on the rating.

As expected, she said that the committee did discuss the prospects of the school improvement project,
but they were not concerned due to current low levels of debt. She went on to say that the committee
felt that the school renovations could put some pressure on the operating budget by increasing debt
service, but it would still be manageable and would not adversely affect the rating as debt only accounts
for a 10% weighting in their rating methodology. Finaily, she said that the committee was less concerned
with 1) your reliance on state aid as you have been managing around the reductions and 2) the effect of
the university on your wealth numbers as the grand list has been stable and is expected to grow.

Please let me know if you have any questions.

Regards,
Bill

William N. Lindsay, C.LP.F.A

Director '

Independent Bond & Investment Consultants, 1LLC
129 Samson Rock Drive, Suite A

Madison, CT 06443

{203)-245-9603 phone™

(203)-245—7763 fax

bilLlindsay@ibiclic.com
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New lssue: MOODY'S ASSIGNS Aa2 TO MANSFIELD'S (CT) §2.8 MILLION GO BONDS

Global Credit Research - 04 Mar 2011
Aa2 AFFECTS $1.4 MILLION OF QUTSTANDING G.O. DEBT

Municipality
CT

Moady's Rating
1SSUE RATING
General Obligation Bonds, Serles 2011 Aa
Sale Amount $2,840,000
Expected Sale Date 03/ 15/
Rating Description General Obligation Bonds

Opinion

NEW YORK, Mar 4, 2011 - Moody's Investors Service has assigned aAa2 raling o the Town of Mansfield's (CT) $2.8 million General
Ohbligation Bonds, ssue of 2071, Concurrently, Moody's has affirmed the Aa2 rating on $1.5 million of outstanding general obligation dett. The
ponds are secured by a general abligation unlimited tax pledge.

SUMMARY RATING RATIONALE

The Aa? rating incorporates the town's recently-improved financiat position supporied by reserves held inside and outside of the General Fund

and management's prudent fiscal practices. The rating also factors the town's favorable debt fevels and moderately sized equalized net grand
fist (ENGL) that benefits from a targe university presence.

Proceeds from this issue will be used to fund various capital projects for both the town and the Mansfield Board of Education.
STRENGTHS

.Demonstrated commitment to the continued %mprovément of the town's financial position as evidenged by codified fmanciat praciices and
nistory favorable operating restiis

_Stable local ecoromy, anchored by the University of Connecticut, and modarately sized tax base with continued development
-Low debt burden

CHALLENGES

Continued financial improvement amidst volatity in state aid revenues ard ongoing spending pressures

CREDIT OPINION )

CONTINUED IMPROVEMENT OF SOUND FINANCIAL POSITION SUPPORTED BY SATISFACTORY AVAILABLE RESERVES

Moody's anticipates Mansfield's sound financial position to continue to improve over the near term supported by careful fiscal management
aimed at management's recent infliative to increase General Fund reserves from 5% of General Fund revenues o 16% over the next several
years. The town segments operations and capital into several funds with current expenditures funded through the General Fund, capital
spending through 2 Capital Non-Recusring {CNR) Fund and debt service through a Debt Service Furd. This management strategy Is favorable
in that it enables the town to better match current and long-term expenditures with simitatly timed revenue sources, thus ensuring stable
General Fund budgetary growii. Fisca 2010 exparienced the fown's sixth cansecutive operating surpius. Unreserved General Fund reserves
increased to $1.9 million o 4.3% of General Fund revenues from a Tow of $695,060 (3.2% of General £und reserves) at the end of fiscal year
2003, Taking into aceount other available funds outside the General Fund which include its capital projects funds and ofher internal senvice
funds, fiscal 2010 available reserves equaled $3.2 mition of 7.3% of General Fund revenues.

Fiscal 2011 experienced a 0.5% increase in spending (budget—to—budget) driven primarily by increased pension costs and contributions ta its
CNR Fund. As apart of the budget plan, the town was able 1o ameliorate some of its spending pressures withous drastie reductions in senvices
by implermenting a one-year wage freeze and gaining operational efficiencies. Ciling year-to-date resulis, the town expects its severth year of
favorable operating resulls due to diligent budget moniioring and adjusiments fo spending when necessarny. The town projects total ending
avallable reserves to be about $4.3 million or about 9.8% of General Fund revenues, Looking forward fo fiscal 2012, management anficipates
contirued progress lowards its internat General Fund balance target of 10% of revenues with increased contributions to its CNR Fund to offset
decreasing state grants,

Somewhat atypical of Connecticut localities, the town is heavily dependent on intergovernmental revenues which represent 43% of fiscal 2010
General Fund revenues versus 55% for property taxes. These revenues are comprised of Education Cost Sharing (ECS) grants, the
Mashaniucket Pequot, and Mohegan Fund Grant and the payment-in-lieu-of-taxes {(PILOTs) assoclated with University of Connecticut (rated
Aa2, stable outlook}. Reflective of state-level budgetary pressures, the towit's share has decreased for three consecutive years from a high of
£10.3 miffion in fiscal 2009to a projected §17.6 mition in fiscal 2012, White diligent monifaring and conservative budgeting of these volatile
revenues have enabled the town 10 weather previous cuts, management's ability o condinue to offset declines will be integral to management's



abifty to raintzin financial fexibiiity.
MODERATELY SZED TAX BASE BENEFITS FROM THE PRESENCE OF THE UNVERSITY OF CONNECTICUT
Anchored by the University of Gonnecticut, the locat eschomy is stable and continues {o benefit from its targe unlversity presence as a source
of employment {5,017 employees in 2014). Howaver, income levels which are at 63% ard 84% of state and national medians respectively,
remains distorted by the town's large student and inmate population which represent about 46% of the town's estimated 26,268 residents, More
reflective of the permanent fown residents, median family income is above-average at 108% of the state and 138% of the nation, The town
currently receives approximately $7.2 million in payment-inieu-of-taxes from the university as a part of its state grants.
Net taxable grand list, which does not incorporate university-owned property, Increased by 4.6% in fiscal 2041 reflecting the town's recent
revaluation, Five-year average annual growth grew a modest 2.2%. Equalized net grand list (ENGL) growth was a healthier 4.1% in the past five
years. Moody's believes assessed values will remain stable over the near term with future grand fist growth driven by completion of a new §220
milllon mixed-use development in the town's downtown area. Most of the building permits have been approved and construction is expected to
begin in spring 2011, the projectis expected 1o be completed in the next seven to eight years and is expected fo generate additionat $1.1 million
in annual property tax vevenue.
FAVORABLE DEBT POSITION
Mansfield's debt burden has historically been low as the town confinues to favor the use of internal resources to fund capital projects. After this
issue, Mansfield's debt burden will equal a low 0.3% of ENGL. The overall debt burden, which incorporates debt related to Regional Schoaol
District Number 19 (rated Aa3) increases slightly to 0.5% of ENGL. Future debt needs Include an approximately $24 miion bond lssue for
consalidation of three elementary schools what wilk be up for voter referendum in May of this year. if passed, the additional debt would
substantially increase the town's debt burden but is expected to remain average to slighly above average, Other future capital and borrowing
needs for the fown remain minimal and consists mostly of water and wastewater system Improvernents. The town Is not party to any derivative
agreements and afl outstanding debt i in a fixed-rate mode.
WHAT WOULD MAKE THE RATING GO - UP
-Continued improvement to the tow's financial reserves consistent with management's internal {argets
-Sizable tax base growth resuliing from ongoing developments
WHAT WOULD MAKE THE RATING GO - DOWN
-Irability to address mounting downward state aid pressures with corresponding increases in recurring Fevenues andfor reductions it spending
KEY STATISTICS
2008 population: 25,268
2000 Equalized Net Grand List (ENGL): $1.46 bition
Full valuation per capita: $58,480
1609 Median Family lncome: $18,094 (62.9% of state, 83.8% of nation)

" 1990 Per Capita Income: $69,661 (106.3% of state, 139.2% of nation)
FY 2010 General Fund balance: $1.9milllort {3.9% of General Fund revenues)
EY 2010 Available Reserves: $3.18 million (7% of General Fund revenues)
Overall debt burden: 0.5% of ENGL, $310 per capita
Payout of principal (10 vears): 74%
The principai methodology used In this rating was General Obligation Bonds lssued by U.S. Local Governments published in Ociober 2009
REGULATORY DISCLOSURES
Information sources used to prepare the credit rating are the following: parties involved in the ratings and public information .
Moody's Investors Service considers the quality of information avallable on the credit satisfactary for the purposes of assigning a credit rating.
Moody's adopts all necessary measures 5o that the infermation it uses i assigning & credit rating is of sufficient guality and from sources
Moody's considers to be reliable including, when appropriate, independent third-party sources. However, Moody's is not an auditor and cannot in
every instance independently verify or vaiidate information received in the rating process.
Please see ratings tab on the issuetfentify page on Moodys.com for the tast rating action and the rating history.
The date o which some Credit Ratings were first released goes pack to a ime before Moody's nvestors Senvice's Credi Ralings were fully
digitized and accurate data may not be avallable. Consequently, Mocdy's Investors Service provides & date that it believes s the most reliable
and accurate based on the information that is avallable to it. Please see the ratings disclosure page on our website www.moodys.com for
further information.

Please see the Credit Policy page on Moodys.com for the methodologies used in determining ratings, further information on the mearing of
each rating category and the definifion of default and recovery.
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© 2011 Mocdy's Investors Service, Inc. and/or its ficensors and afffiates (collectively, “MOODY'S"). Al rights reserved,

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATEVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES, CREDIT RAFINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
VUTH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUAFION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINER HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, INWHOLE OR IN PART, INANY FORMOR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRICR WRITTEN
CONSENT. Al information contained herein s obtained by MOODY'S from saurces belleved by i to be accurate and
refiable. Because of the possibility of iuman or mechanical error as well as other factors, however, all information
contained hereln Is provided "AS 15" without warranty of any kind. MOODY'S adopts all necessary measures 5o that
the infarmation it uses in assigning a credit rating is of suficient quality and from seurces Moody's considers to be
reliable, including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received In the rating process, Under no
cifcumetances shall MOODY'S have any liabilty o any person ar entity for {a) any loss or damage in whole of i part
caused by, resulting from, or relating to, any error {negligent or otherwise) or ather circumstance or contingancy within
or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such
infarmaticn, or (b} any direct, indirect, special, consequential, compensatory or incidental damages whatsoever
(including without limitation, lost profits), even # MOOBY'S is advised in advance of the possibility of such damages,
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, ”
and other observations, If any, constituting part of the Information contained herein are, and must be consérued solely
as, statements of apinion and not staterents of fact or recommendations to purchase, self or hold any securities.
Each user of the information contained herein must make its own study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TQ THE ACCURACY,
TIVELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE 8Y MOODY'S INANY FORMOR
MANNER WHATSOEVER.



MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most
issuers of debt securities {including corporate and municipa bonds, debentures, notes and commercial paper) and
preferred stock rated by MS have, prior to assignment of any raling, agreed to pay to MS for appraisat and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also malntain paolicles -
and procedures to address the Independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between enities who hold ratings from MIS
and have also publicly reported fo the SEC an ownership interest in MCO of more than 5%, Is posted annually at
www,moogys .com, under the heading "Shareholder Relations - Corporate Governance — Director and Sharehotder
Affiiation Poilcy.”

Any publication into Australia of this dacument is by MOODY'S affiliate, Moody's Investors Service Ply Limited ABN 61
003 399 657, which holds Australian Financial Services License no, 3369808, This document is intended 1o be provided
only to "wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing t6 access
this document from within Australia, you represent to MOODY'S that you are, or are accessing the documentas a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly o indirectly
disseminate this document or its contents to "retail clients” within the meaning of section 761G of the Corporations
Act 2001, ’

Notwithstanding the foregeing, credit ratings assigned on and after Qctober 1, 2010 by Moady's Japan KK, (“MIKK")
are MIKK's current opinions of the relative future credit risk of entities, credit commifments, or debt or debt-like
securifies. In such a case, “MIS” in'the foregoing statements shall be deemed to be replaced with "MUKK'". MIKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan GX., which is wholly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsidlary of MCO.

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities
of the: issuer or any form of seclity that is available to retafl investors. it would be dangerous for refall investors to
make any Investment decision based an this credit rating. If in doubt you shotdd contact your financial or cther
professional adviser.
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ISSUE PAPER
FUND BALANCE

This year’s ending Fund Balance is estimated at $2,354,157 and represents 5.22 percent of the proposed FY
2012/13 General Fund Operating Budget. This is an increase of 0.6% over last year but we ate short of the
ten to fifteen percent recomsmended by the rating agencies.

The proposed FY 2012/13 Budget recommends increasing Fund Balance by $214,000 to $2,568,157. While
maintaining Fund Balance is difficult in troubled financial times, the case for preserving a healthy Fund
Balance as recommended by the rating agencies is cleatly in the Town’s best interest.

A number of years ago, the Town Council adopted a plan whereby the General Fund Operating Budget
would no longer rely on an appropriation from Fund Balance to balance the budget. This recommendation
was made because the practice of using Fund Balance on a one-time basis has an inherently destabilizing
impact upon the opetating budget and could result in a negative outlook from Moody’s Investor Service.

We further recommend that the Council continue to increase fund balance gradually each fiscal year until we
reach the recommended level of fund balance by the rating agencies, We are in the process of updating the
Town’s Financial Management Goals to reflect this desired level of fund balance.

Recap:
Actual Legal Actual Legal Estimated Projected
Fund Balance " Fund Balance Fund Balance Fund Balance
6/30/2010 6/30/2011 6/30/2012 6/30/2013
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. Total $ 1865928 $ 2070077 $2354157 § 2,568,157
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