U.S. PUBLIC FINANCE

CREDIT OPINION
3 February 2022

Brunswick (Town of) ME
Update to credit analysis
Summary

Contacts
Christopher Yared
+1.617.535.7693
Analyst
christopher.yared@moodys.com
Christopher Coviello
+1.212.553.0575
VP-Senior Analyst
christopher.coviello@moodys.com
CLIENT SERVICES
Americas

1-212-553-1653

Asia Pacific

852-3551-3077

Japan

81-3-5408-4100

EMEA

44-20-7772-5454

Brunswick, ME (Aa2) benefits from a moderately-sized tax base with above-average resident
wealth and income levels, improving financial position with satisfactory reserves, and
manageable long term liabilities including debt, pension, and OPEB. The town benefits from
the presence of both Bowdoin College (Aa2 stable), Mid Coast-Parkview Health, and Bath
Iron Works, which are some of the largest employers in the area.

Credit strengths
» Improving reserves bolstered by a formal fund balance policy
» Low fixed costs driven by below average long term liabilities

Credit challenges
» Large capital plan for municipal facilities and infrastructure
» Increasing debt burden

Rating outlook
Moody's does not usually assign outlooks to local government credits with this amount of
debt outstanding.

Factors that could lead to an upgrade
» Trend of operating surpluses that leads to significant growth in reserve levels
» Sustained trend of material tax base growth and significant improvement in income levels
» Material increase in the tax base

Factors that could lead to a downgrade
» Material decline in reserves or liquidity
» Increased reliance on reserve appropriations to balance budgets
» Material declines in the tax base or deterioration of income levels
» Growth in debt burden
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Key indicators
Exhibit 1
Brunswick, ME

2017

2018

2019

2020

2021

$1,911,919

$2,192,780

$2,183,365

$2,208,129

$2,361,762

20,523

20,534

20,517

21,756

21,756

Full Value Per Capita

$93,160

$106,788

$106,417

$101,495

$108,557

Median Family Income (% of US Median)

115.4%

117.3%

114.9%

114.9%

114.9%

Operating Revenue ($000)

$61,517

$62,945

$65,228

$69,477

$75,395

Fund Balance ($000)

$13,494

$14,813

$15,875

$16,600

$19,771

Cash Balance ($000)

$23,561

$23,966

$16,170

$24,174

$24,410

Fund Balance as a % of Revenues

21.9%

23.5%

24.3%

23.9%

26.2%

Cash Balance as a % of Revenues

38.3%

38.1%

24.8%

34.8%

32.4%

Net Direct Debt ($000)

$23,944

$21,976

$19,723

$42,082

$39,851

3-Year Average of Moody's ANPL ($000)

$34,250

$37,565

$36,939

$34,816

$39,245

1.3%

1.0%

0.9%

1.9%

1.7%

0.4x

0.3x

0.3x

0.6x

0.5x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%)

1.8%

1.7%

1.7%

1.6%

1.7%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x)

0.6x

0.6x

0.6x

0.5x

0.5x

Economy/Tax Base
Total Full Value ($000)
Population

Finances

Debt/Pensions

Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

Source: Moody's Investors Service and issuer's audited financial statements

Profile
The town of Brunswick has a population of 21,756 and is located on the southern coast of Maine, approximately 25 miles northeast of
Portland (Aa1 stable) and 30 miles south of Augusta.

Detailed credit considerations
Economy and Tax Base: Residential and commercial tax base sees continued redevelopment of former naval air station
Despite the closure of the Brunswick Naval Air Station in May 2011 and some property value depreciation from the recession, the
town’s tax base has been fairly resilient and we expect the recent modest growth to continue. After a revaluation in 2018 where
assessed values increased by 64%, assessed value growth was up modestly by 1.7% in 2021. We expect new growth will come from
continued development in the former naval base, currently named Brunswick Landing, in Brunswick Executive Airport, and in Cooks
Corner, a retail center which is seeing new businesses and a proposed 270 unit residential development.
Brunswick, the state’s largest town, benefits from the presence of Bowdoin College and Mid Coast-Parkview Health, who employ
approximately 984 and 2,100 people, respectively. Additionally, the town benefits from Bath Iron Works, which is the town's second
largest taxpayer and largest employer. Bath Iron Works is a government shipbuilding contractor currently employing 1,800 workers in
Brunswick.
Resident wealth and incomes are above-average with median family income representing 115% of the national median, while median
home values represent 113%.
Financial Operations and Reserves: Improving reserve position
The town's financial position remains satisfactory and positively, management has continued to reduce its reliance on reserves to
balance budgets. Fiscal 2021 operating results reflected a large $4 million surplus driven by higher than expected revenues and
relatively flat costs as a result of COVID-19 expenditure shifts, personnel vacancies, and contractual savings. That surplus increased
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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available fund balance to $20 million or 26% of revenues, which represents the highest level in at least six years. Property taxes
represent the largest revenue source at 71%, while state aid provides 25%. The largest expenditures are education at 57% and public
safety at 16%. During the course of the year, the town received almost $10 million in COVID-19 related grant funds and anticipates
receiving an additional $3 million over the next two fiscal years.
Fiscal 2022 year-to-date results are trending better than the original budget with motor vehicle excise taxes, state revenue sharing,
and state aid to education all coming in over budget. The 2022 budget increased by $4.5 million or 6.4% from the prior year reflecting
additional public safety and public works personnel and appropriations for road maintenance and capital reserves. To offset the
increase, the tax levy increased by 4.7% and the town appropriated $547,000 of general fund balance, representing a $103,000
decrease from the prior year. Going forward, we expect management will continue to appropriate around $500,000 per year for town
operations and will remain in compliance with its formal policies.
LIQUIDITY

Cash and investments at the end of fiscal 2021 represented $24 million or 32% of revenues.
Debt and Pensions: Debt burden increasing; below average pension and OPEB liabilities
The town’s debt burden of 1.7% of full value remains elevated compared to the state average of 1.5% for Maine towns and cities.
The town maintains a comprehensive list of future capital investments projects, which could be funded with debt. Currently, those
identified projects total $47 million through fiscal 2027, representing an average annual spend of $8 million per year.
LEGAL SECURITY

Debt service is secured by the town’s general obligation limited tax pledge as debt service is subject to the state's statutory property tax
limitation known as LD-1, except for debt issued for school projects.
DEBT STRUCTURE

The entire debt portfolio is fixed rate with 54% of principal retired in ten years. Fiscal 2021 debt service represented $4 million or 6%
of revenues.
DEBT-RELATED DERIVATIVES

The town is not party to any interest rate swaps or derivative agreements.
PENSIONS AND OPEB

The town's unfunded pension and OPEB liabilities are larger than its debt burden and represent a potential future credit challenge. The
town participates in two multiple employer cost-sharing pension plans and funds OPEB on a pay-go basis. The table below summarizes
the town’s 2021 pension and OPEB contributions and unfunded liabilities.
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Exhibit 2
$$$
(000)

% of Operating
Revenues

Discount Rate

75,395

n/a

n/a

8,248

11%

6.75%

53,120

70%

2.70%

Reported Net OPEB Liability

9,032

12%

2.50%

Moody's Adjusted Net OPEB Liability

8,869

12%

2.67%

39,851

53%

n/a

101,840

135%

n/a

2,174

2.88%

n/a

223

0.30%

n/a

Debt Service

3,934

5.22%

n/a

Total Fixed Costs

6,330

8.40%

n/a

Tread Water Gap

n/a

n/a

n/a

Moody's Adjusted Fixed Costs

n/a

n/a

n/a

2021

Operating Revenue
Reported Unfunded Pension Liability
Moody's Adjusted Net Pension Liability

Net Direct Debt
Debt & unfunded retirement benefits (Moody's adjusted)

Pension Contribution
OPEB Contribution

Source: Moody's Investors Service and issuer's financial statements

To the extent that the multiple-employer pension plans in which the town participates experience returns on assets that fall short of
their assumptions, the town's required pension contribution will increase.
Management and Governance
Management budgets conservatively as evidenced by operating surpluses in each of the last six years, which have pushed available fund
balances from $11 million in fiscal 2015 to $20 million in fiscal 2021.
Maine towns and cities have an Institutional Framework score of “Aa,” which is strong. The sector’s major revenue source of property
taxes are subject to a cap, which can be overridden at the local level. The cap is based on statewide personal income growth and local
property growth. The cap allows for moderate revenue-raising ability. Taxes raised for school purposes, including school debt service,
are not subject to the cap. Unpredictable revenue fluctuations tend to be minor, or under 5% annually. Across the sector, fixed and
mandated costs are generally less than 25% of expenditures. Fixed costs are driven mainly by debt service. Unpredictable expenditure
fluctuations tend to be minor, under 5% annually.

Rating methodology and scorecard factors
The US Local Government General Obligation Rating Methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.
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Exhibit 3
Brunswick, ME
Scorecard Factors and Subfactors

Economy/Tax Base (30%)

Measure

Score

[1]

Tax Base Size: Full Value (in 000s)

$2,361,762

Aa

$108,557

Aa

114.9%

Aa

Fund Balance as a % of Revenues

26.2%

Aa

5-Year Dollar Change in Fund Balance as % of Revenues

11.0%

Aa

Cash Balance as a % of Revenues

32.4%

Aaa

6.1%

A

Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)

5-Year Dollar Change in Cash Balance as % of Revenues
Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x)

Aa

Aa

1.0x

Aa

1.7%

Aa

0.5x

Aa

1.7%

Aa

Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)

0.5x

Aa

Scorecard-Indicated Outcome

Aa2

Assigned Rating

Aa2

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication
Source: US Census Bureau, Moody's Investors Service
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