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Town of East Hampton Awarded Aaa Rating, its Highest Ever
Moody’s Investors Service has increased the credit rating for the Town of East Hampton to Aaa,
its highest rating and the Town’s highest rating ever.
The Aaa rating, according to Moody’s, “reflects the town’s improving financial position as a result
of continued conservative budgeting practices and strengthened financial management practices.
The rating also incorporates a moderate debt burden with rapid debt retirement and a sizeable,
growing tax base characterized with strong wealth and income levels.”
The Moody’s report also states, “East Hampton is expected to maintain a solid financial position
due to its conservative budgeting and strong financial management practices with limited future
borrowing planned.”
Key indicators identified in the report show the Town’s surplus has grown to a high of 36% of its
revenues. The ratio of direct debt to operating revenue has been reduced from 2.1 in 2012 to 1.5
in 2016. Among the noted credit strengths of the Town, Moody’s listed “sound, conservative
management with demonstrated ability to restore financial flexibility.”
Town Supervisor Larry Cantwell said, “We have secured the highest credit rating in the history of
the Town by executing a disciplined financial plan, producing annual operating surpluses, and
reducing outstanding debt. The Town’s remarkable recovery from its deficit in 2009 is a direct
result of the hard work of the Town’s finance team, the Town Board’s commitment to this financial
recovery, and the dedication of its many employees.”
Town Budget Officer Len Bernard said, “This recognizes that the Town has fully recovered from
the financial crisis of 2008 and 2009. It’s been a team effort. Not only have we returned the Town
to its pre-2009 rating, but we have surpassed that with Moody’s highest rating possible.”
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New Issue

Summary Rating Rationale
Moody's Investors Service has assigned a Aaa to the town of East Hampton, NY's $3.4 million
Various Purpose Serial Bonds - 2017. Concurrently, we have upgraded to Aaa from Aa1 the
rating on the town's $65 million of outstanding General Obligation debt. The outlook has
been revised to stable from positive.
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The Aaa rating reflects the town's improving financial position as a result of continued
conservative budgeting practices and strengthened financial management practices. The
rating also incorporates a moderate debt burden with rapid debt retirement and a sizeable,
growing tax base characterized with strong wealth and income levels.
Exhibit 1
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Credit Strengths
»

Sizeable tax base with above average wealth levels

»

Sound, conservative management with demonstrated ability to restore financial
flexibility
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Credit Challenges
»

Elevated, albeit slightly declining, fixed costs burden

»

High concentration of second homes

Rating Outlook
The stable outlook reflects our view that the town's financial position will remain sound. East Hampton is expected to maintain a solid
financial position due to its conservative budgeting and strong financial management practices with limited future borrowing planned.

Factors that Could Lead to an Upgrade
»

N/A

Factors that Could Lead to a Downgrade
»

Inability to maintain balanced operations resulting in erosion of the town's liquidity or overall financial position

»

Significant increase in debt burden

»

Material tax base decline

Key Indicators
Exhibit 2

East Hampton (Town of) NY

2012

2013

2014

2015

2016

Economy/Tax Base
Total Full Value ($000)

$ 24,686,080 $ 27,098,890 $ 27,061,085 $ 27,144,414 $ 31,034,431

Full Value Per Capita

$

Median Family Income (% of US Median)

1,150,330 $

1,254,869 $

1,245,562 $

1,242,648 $

140.9%

141.7%

148.4%

152.4%

1,446,355
152.4%

60,063 $

Finances
Operating Revenue ($000)

65,219 $

64,699 $

68,186 $

69,982

Fund Balance as a % of Revenues

$

22.5%

24.8%

23.4%

28.1%

36.0%

Cash Balance as a % of Revenues

29.8%

30.6%

25.9%

33.1%

33.8%

Debt/Pensions
Net Direct Debt ($000)

$

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

124,070 $

119,780 $

116,864 $

111,003 $

2.1x

1.8x

1.8x

1.6x

107,629
1.5x

0.5%

0.4%

0.4%

0.4%

0.3%

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

0.8x

0.9x

1.0x

1.1x

1.1x

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

0.2%

0.2%

0.2%

0.3%

0.3%

Source: Town of East Hampton's Audited Financial Statements and Moody's Investors Service

Recent Developments
Fiscal 2016 (FYE 12/31/2016) ended with an operating surplus of $2.5 million, largely driven by the town's commitment to conservative
budgeting practices and favorable mortgage tax and building permit fee revenues. Town officials project an additional operating surplus
in fiscal 2017 of approximately $1 to $1.5 million.

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.

2

14 August 2017

East Hampton, NY: New Issue - Moody's upgrades the Town of East Hampton, NY to Aaa; assigns Aaa to 2017 Bonds

U.S. PUBLIC FINANCE

MOODY'S INVESTORS SERVICE

Detailed Rating Considerations
Economy and Tax Base: Growth Continues in Mature, Sizeable Tax Base with Strong Demographics
As a vacation destination for the New York metropolitan area, only about 40% of East Hampton's properties are occupied by yearround residents; the remainder are seasonal vacation homes and owned mostly by high-income earners. Consisting of the Villages
of East Hampton (Aa1), Sag Harbor (Aa2), Amagansett, Montauk, Springs, and Wainscott, the town's income levels and population
have increased substantially from 2000 to 2010. The town's sizable $33 billion tax base continues recover from the real estate market
downturn and has eclipsed pre-recession levels when full value totaled $32.9 billion. Town officials expect an additional $1.5 billion
in value growth in 2017 and report building permit revenues up $2 million in fiscal 2017. Continued redevelopment in the existing
residential base remains a prominent driving factor for rebounding growth in East Hampton's real-estate market.
Exhibit 3

Active Residential Redevelopment Market Drives Continued Growth in Full Value
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Full value per capita is well above average at $1.6 million, indicative of a concentration of highly valued second homes; this market is
considered to be somewhat vulnerable should the economic recovery falter. Despite this high concentration, the East Hampton market
remained relatively resilient during the recent economic downturn and continues to show positive signs of continued growth.
Financial Operations and Reserves: Trend of Structural Balance and Improving Finances Expected to Continue
East Hampton's financial position continues to improve following a multi-year period of deficit spending. After issuing deficit financing
bonds totaling $22 million in 2010 and 2011 ($6.1 million outstanding), the town's new management team took corrective steps
to restore structural balance and rebuild reserves. Management eliminated more than 120 positions, left positions unfilled, offered
early retirement incentives, changed health plans, and cut some programs and services. Management's commitment to revenue
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enhancement and grant application efforts has led to $14.1 million in grants approved since 2013. The town also raised taxes, including
a 29% increase in the property tax levy in 2009 and another 12% increase in 2010, although the town has subsequently reduced the
levy alongside growth in property values.
Total General Fund balance has grown from -8.4% of revenues in fiscal 2010 to a sound 39.9% of revenues in fiscal 2016. Total
Operating Fund balance has grown from 2.4% to 38.3% of revenues over the same time period. Net of the remaining outstanding
deficit financing bonds the town's reserve position drops to a still strong 29.6% of revenues.
Management reports a year-to-date favorable trend in revenues and anticipates no use of reserves for fiscal 2017 and a possible
addition of $1 - $1.5 million in fund balance at fiscal year end.
LIQUIDITY

The town's cash position across operating funds continues to increase and was a strong $23.6 million or 33.8% of revenues at the end
of 2016. The town has no immediate plans to spend down cash.
Debt and Pensions: Manageable Debt and Pension Burden; Elevated Debt Service Costs with Rapid Amortization
East Hampton's direct and overall debt burdens, at 0.4% and 1% of full valuation, respectively, are modest. Nevertheless, debt service
comprised a substantial 18.8% of combined operating expenditures in fiscal 2016 due in part to the issuance of deficit borrowing ($6.1
million outstanding). Given the town's sizeable tax base, above-average principal amortization (95.8% retired within ten years) and
limited projected issuance in the near future, we expect the debt burden to remain manageable. The town's capital improvement plan
totals $25 million with $17.9 million funded with additional GO borrowing (including this issuance). Total fixed costs accounted for
26.9% of fiscal 2016 operating expenditures.
DEBT STRUCTURE

All of the town's debt is fixed rate. The town has $24 million of bond anticipations notes outstanding post issuance which will mature
on August 26, 2018.
The town guarantees $9 million of bonds issued by the East Hampton Town Housing Authority which we have included in the net
direct debt burden calculation.
DEBT-RELATED DERIVATIVES

The town has no exposure to derivatives.
PENSIONS AND OPEB

The town participates in the New York State and Local Employees Retirement System and the New York State Local Police and Fire
Retirement System, two multi-employer, defined benefit retirement plans sponsored by the State of New York. The town's combined
adjusted net pension liability, under Moody's methodology for adjusting reported pension data, averaged a moderate 1.13 times
operating revenues from 2013-2015. Moody's uses the adjusted net pension liability to improve comparability of reported pension
liabilities. The adjustments are not intended to replace the town's reported liability information, but to improve comparability with
other rated entities. We determined the town's share of liability for the state-run plans in proportion to its contributions to the plans.
In 2004 and 2005 the town amortized a portion of its pension payments. These payments were fully paid off in 2015. No additional
pension amortization has occurred since and management does not intend to amortize pensions in the future.
Management and Governance
The town has adopted a formal policy to maintain reserves of at least 20% in all funds. Management's ability to maintain structural
balance and grow reserves going forward while managing ongoing spending pressures, such as fixed costs, remains a key rating driver
going forward.
New York cities, towns and villages have an Institutional Framework score of A, which is moderate compared to the nation.
Institutional Framework scores measure a sector's legal ability to increase revenues and decrease expenditures. Cities operate within a
state-imposed property tax cap, which limits the ability to increase their operating levy by the lesser of 2% or CPI. However, this cap
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can be overriden at the local level, without voter approval. Unpredictable revenue fluctuations tend to be moderate, or between 5-10%
annually. Across the sector, fixed and mandated costs are generally greater than 25% of expenditures. New York State has public
sector unions and the additional constraint of the Triborough Amendment, which limits the ability to cut expenditures. Unpredictable
expenditure fluctuations tend to be moderate, or between 5-10% annually.

Legal Security
The bonds are secured by the town's general obligation pledge as limited by the Property Tax Cap-Legislation (Chapter 97 (Part A) of
the Laws of the State of New York, 2011).

Use of Proceeds
The 2017 bonds will finance various town wide capital improvement projects.

Obligor Profile
The Town of East Hampton is a vacation destination for the New York metropolitan area located on the eastern end of Long Island in
Suffolk County (A3 negative) with a population of 21,844.

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in December 2016. Please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

Ratings
Exhibit 4

East Hampton (Town of) NY
Issue

Various Purposes Serial Bonds - 2017
Rating Type
Sale Amount
Expected Sale Date
Rating Description

Rating

Aaa
Underlying LT
$3,431,425
08/16/2017
General Obligation
Limited Tax

Source: Moody's Investors Service
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