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Summary:

Natick, Massachusetts; General Obligation

US$12.215 mil go rfdg bnds ser 2012B due 08/01/2020

Long Term Rating AAA/Stable New
US$5.213 mil go mun purp loan of bnds ser 2012A due 06/01/2024
Long Term Rating AAA/Stable New
Town of Natick GO
Long Term Rating AAA/Stable Affirmed
Rationale

Standard & Poor's Ratings Services has assigned its 'AAA' long-term rating to the town of Natick, Mass.' series
2012A general obligation (GO) municipal purpose bonds and series 2012B GO refunding bonds and affirmed its
'AAA' long-term rating on the town's existing GO debt. The outlook is stable.

The long-term rating reflects our opinion of the town's:

 Stable local economy with a sound commercial and retail base, coupled with access to the broader employment
bases in the Boston area;

* Favorable unemployment levels and very strong income levels;

» Extremely strong market value per capita;

* Good management policies and continued strong reserves; and

» Low debt burden, net of self-supporting enterprise funds, with a rapid amortization schedule.

The town's full faith and credit pledge secures the GO bonds. Officials will use series A bond proceeds to fund
various capital projects and series B bond proceeds to current refund the town's 1998, 1999, and 2000 GO bonds.

Natick, with an estimated population of 32,000, is located along Interstate 95, approximately 18 miles west of
Boston. The town is primarily a residential community with a sound commercial and industrial base. Natick's major

employers are:

* MathWorks Inc., computer software (1,900 employees);
e U.S. Army Natick Research and Engineering Center (1,300); and
* Natick Collection mall (1,200), one of the larger retail centers in New England.

In addition, the town has good access to a diverse mix of employers located along I-95, as well as through a

commuter rail line directly to downtown Boston.

We also consider other measures of the town's economy strong. The town's unemployment rate was just 4.7% in
2011, well below the commonwealth's 7.4% and the nation's 8.9%. Moreover, the town's median household

effective buying income is 156 % of the national level, which we consider very strong.

Natick's property tax base is large, with total assessed value (AV) at $6.22 billion despite a nearly 6% decrease over
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the past two years. The per capita market valuation is extremely strong, in our opinion, at $197,800, which we
believe reflects the town's strong real estate values and sizable commercial and industrial base, which is 20% of AV.

The tax base is diverse, in our opinion, with the 10 leading taxpayers accounting for 11% of AV.

At the close of fiscal 2011, the town's unassigned and assigned combined fund balance was $10.24 million, or 9.1%
of general fund expenditures, which we consider strong. The town also reported $6 million (equal to an additional
5.4% of expenditures) in committed general fund reserves, which may be appropriated by a formal action of town

meeting.

The fiscal 2012 budget appropriated $2 million of fund balance and $1 million from overlay surplus for operations;
nevertheless, management projects that the town will close with at least break-even operations due largely to

conservative budgeting. The fiscal 2013 budget appropriates $2.5 million of fund balance for operations.

Property taxes are the town's leading revenue, accounting for about 70% of general fund revenue. The town bills
property taxes quarterly; current-year collections have remained strong at above 99% in each of the past four fiscal

years. Intergovernmental revenue, including education aid, accounts for about 20% of general fund revenue.

Standard & Poor's considers Natick's management practices "good" under its Financial Management Assessment
methodology, indicating financial practices exist in most areas but that governance officials might not formalize or

regularly monitor all of them.

As of Jan. 1, 2011, the town's pension system was 64% funded, with a $53.2 million unfunded liability. The town
has contributed the full annual required contribution (ARC) in each of at least the past five years; in fiscal 2011, the
pension ARC was $5.66 million, or about 5% of general fund expenditures. The town's other postemployment
benefit (OPEB) liability, as of July 1, 2010, was $119.2 million. The town has established an OPEB trust fund and
plans to transfer $222,000 of Medicare Part D federal reimbursements into the fund. The annual OPEB cost in fiscal
2011 was $10.9 million, of which the town's pay-as-you-go payment was equal to only 27.5%.

In our view, Natick's debt position is low to moderate. Net of self-supported water and sewer debt and of state
support for some of its school debt, overall net debt is about 1.3% of market value, or $2,608 per capita. The town
maintains an above-average amortization schedule, with officials planning to retire 73% of principal in 10 years and
100% in 20 years. Debt service carrying charges have been low, averaging 5% of governmental expenditures, less

capital outlay, over the past three audited fiscal years.

Outlook

The outlook is stable. We do not expect to change the rating within the two-year outlook period, as we expect that
the town will continue to maintain its strong reserve position and that its tax base will remain strong and stable.
Over the long term, the rating could be pressured if the funding needs for the unfunded pension and OPEB liabilities
become significant; however, we recognize that the town has continued to fund its full pension ARC and has
established an OPEB trust fund.
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Related Criteria And Research
e USPF Criteria: GO Debt, Oct. 12, 2006
» USPF Ciriteria: Key General Obligation Ratio Credit Ranges — Analysis Vs. Reality, April 2, 2008

Complete ratings information is available to subscribers of RatingsDirect on the Global Credit Portal at
www.globalcreditportal.com. All ratings affected by this rating action can be found on Standard & Poor's public

Web site at www.standardandpoors.com. Use the Ratings search box located in the left column.
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