
Special Town Meeting 
May 6, 2019 

 
Article 1 

Stabilization Fund Transfer 
 

The Town of Saugus Stabilization Fund balance as of 3/31/19 is 
$8,101,221.98.    As part of the Financial Management Policies, “the 
Town will maintain a Stabilization Fund as its main financial reserve in 
the event of an emergency, unforeseen circumstances or an 
extraordinary need”.  With this appropriation of $1,500,000.00,  the 
Stabilization Fund balance would be at approximately 10% of the Fiscal 
Year 2019 operating budget excluding the enterprise funds.   
 
The funding source for this appropriation is July 1, 2018 certified free 
cash. 
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Summary:

Saugus, Massachusetts; General Obligation

Credit Profile

US$67.845 mil GO mun purp loan ser 2018 due 03/01/2048

Long Term Rating AA+/Stable New

Saugus GO mun purp loan bnds

Long Term Rating AA+/Stable Affirmed

Rationale

S&P Global Ratings assigned its 'AA+' long-term rating to Saugus, Mass.' 2018 general obligation (GO) bonds, and

affirmed its 'AA+' long-term rating on the town's GO bonds outstanding. The outlook is stable.

We understand officials intend to use the bond proceeds primarily for the town's high school/middle school project,

which the town excluded from the limits of Proposition 2-1/2. The remainder of the funds will be used for various

capital improvement projects, and are subject to the limits of Proposition 2-1/2.

Saugus' full-faith-and-credit pledge, subject to the limitations of Proposition 2-1/2, secures the bonds. We rate the

limited-tax GO debt based on the application of our "Issue Credit Ratings Linked To U.S. Public Finance Obligors’

Creditworthiness" criteria (published Jan. 22, 2018, on RatingsDirect). We are rating the obligation at the same level

with our view of Saugus' general creditworthiness as expressed in our rating on the unlimited-tax GO bonds.

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

• Very strong economy, with access to a broad and diverse metropolitan statistical area (MSA);

• Strong management, with "good" financial policies and practices under our Financial Management Assessment

(FMA) methodology;

• Strong budgetary performance, with operating surpluses in the general fund and at the total governmental fund level

in fiscal 2016;

• Strong budgetary flexibility, with an available fund balance in fiscal 2016 of 12.3% of operating expenditures;

• Very strong liquidity, with total government available cash at 11.6% of total governmental fund expenditures and

4.0x governmental debt service, and access to external liquidity we consider strong;

• Weak debt and contingent liability position, with debt service carrying charges at 2.9% of expenditures and net

direct debt that is 99.2% of total governmental fund revenue, and a large pension and other postemployment benefit

(OPEB) obligation and the lack of a plan to sufficiently address it, but low overall net debt at less than 3% of market

value; and

• Strong institutional framework score.

Very strong economy

We consider Saugus' economy very strong. The primarily residential town, with an estimated population of 27,746, is

in Essex County, approximately 10 miles north of Boston. It is in the Boston-Cambridge-Newton MSA, which we
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consider to be broad and diverse. It has a projected per capita effective buying income of 120% of the national level

and per capita market value of $162,857. Overall, market value grew by 8.6% over the past year to $4.5 billion in 2018.

The county unemployment rate was 3.8% in 2016.

While residential properties account for approximately 81% of assessed value (AV), the town is experiencing continued

redevelopment along its established commercial corridor. U.S. Route 1 passes through Saugus as a divided highway,

with five exit ramps throughout town. This stretch of Route 1 is lined with a major shopping district, including the

Square One Mall, and is a major commuter route to and from Boston, as well as providing access to Interstate 95 just

north of the town line.

The town continues to see residential and mixed-use development along the Route 1 corridor. The town rezoned this

area several years ago to pave the way for new types of development. Redevelopments in Saugus include the

conversion of a miniature golf site into a mixed residential-commercial property; the planning board approved a

250-room hotel and 265 single-unit apartments on this site, which will also include retail stores and commercial space.

Construction has begun and is expected to be completed in stages starting in 2017. Another development on Route 1

includes construction of Avalon Bay apartments, with plans to build 280 housing units with additional retail at the front

and rear.

Given the stability of the town's existing residential base, along with ongoing commercial and residential development

and easy access to Boston and the surrounding MSA, we expect that Saugus' economy will remain very strong

throughout the two-year outlook period.

Strong management

We view the town's management as strong, with "good" financial policies and practices under our FMA methodology,

indicating financial practices exist in most areas, but that governance officials might not formalize or monitor all of

them on a regular basis.

Strengths of the assessment, in our opinion, include management's:

• Strong revenue and expenditure assumptions when budgeting;

• Strong intrayear budgetary monitoring; and

• Long-term financial plan.

The town manager formed and adopted a finance committee in conjunction with the board of selectmen and

management reviews the results annually. Saugus has a five-year capital improvement plan that it updates annually

and that identifies funding sources for specified projects. The town also has an investment policy that mirrors

commonwealth guidelines with quarterly reporting to the board. Finance committee members participate in a regular

review of the budget compared with actual performance.

The adopted debt management policy targets debt service below 10% of the annual operating budget. Saugus adopted

reserve policies for emergencies, which include unreserved fund balance planned at 3% to 5% of operating

expenditures and 5% of the operating budget for stabilization reserves. The town currently adheres to both reserve

policies, but this is the first year it is in compliance with the policy, with stabilization reserves equaling 6.4% of

expenditures.
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Strong budgetary performance

Saugus' budgetary performance is strong, in our opinion. The town had operating surpluses of 3.1% of expenditures in

the general fund and 3.2% across all governmental funds in fiscal 2016.

Saugus has achieved balanced operating results in each of the last four fiscal years due to positive revenue trends and

conservative budgeting. In fiscal 2016, revenue exceeded budgeted expectations; management attributes this to its

conservative budgeting of the motor vehicle excise and licenses and permit fees, coupled with strong tax title

collections.

The town's draft audit, which management expects to finalize within the next few weeks, shows a general fund surplus

for fiscal 2017 at levels comparable with the previous fiscal years. Management reports that fiscal 2018

budget-to-actuals are tracking on target and the town expects to end 2018 with another positive operating result.

In fiscal 2016, property taxes generated 71% of revenue and state aid accounted for 18% of general fund revenues. The

draft 2017 results show a similar mix of revenue sources. We expect that the town will continue to generate the

majority of its operating revenue from local tax sources.

Based on consistent operating performance over the past several fiscal years and limited capital needs, we expect the

town will maintain its strong budgetary performance throughout the next outlook period. However, we believe future

pension costs will remain a budgetary pressure given the low funded ratio of the pension plan. Management is actively

managing these liabilities and making adjustments when needed. The town is funding the actuarially determined

contributions and prefunding its OPEBs. We believe these liabilities may strain future operations, particularly if

economic or business conditions worsen and actuary assumptions are not met, revised, or found to be inadequate at

current levels.

Strong budgetary flexibility

Saugus' budgetary flexibility is strong, in our view, with an available fund balance in fiscal 2016 of 12.3% of operating

expenditures, or $10.0 million.

Saugus has maintained strong budgetary flexibility over the past three fiscal years. With no plans to draw down fund

balance, and our expectation of an operating surplus in fiscal 2017 and at least balanced results in fiscal 2018, we

anticipate that the town will maintain strong budgetary flexibility throughout the next several fiscal years.

Very strong liquidity

In our opinion, Saugus' liquidity is very strong, with total government available cash at 11.6% of total governmental

fund expenditures and 4.0x governmental debt service in 2016. In our view, the town has strong access to external

liquidity if necessary.

We believe Saugus' regular debt issuance demonstrates its strong access to external liquidity. Saugus does not

currently have any variable-rate or direct-purchase debt. It has consistently maintained very strong liquidity, and we

expect our assessment of liquidity to remain unchanged during the outlook period.
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Weak debt and contingent liability profile

In our view, Saugus' debt and contingent liability profile is weak. Total governmental fund debt service is 2.9% of total

governmental fund expenditures, and net direct debt is 99.2% of total governmental fund revenue. Overall net debt is

low at 2.1% of market value, which is, in our view, a positive credit factor.

This issuance is part of a $118 million planned debt issuance, over several years, as part of the town's middle and high

schools construction projects, where the town will be condensing its school district to three buildings. Following this

issuance, the town anticipates issuing approximately $25 million in new money debt within the next two-to-three

years.

In our opinion, a credit weakness is Saugus' large pension and OPEB obligation, without a plan in place that we think

will sufficiently address it. Saugus' combined required pension and actual OPEB contributions totaled 10.9% of total

governmental fund expenditures in 2016. Of that amount, 6.3% represented required contributions to pension

obligations, and 4.6% represented OPEB payments. The town made its full annual required pension contribution in

2016. The funded ratio of the largest pension plan is 69.8%.

Saugus contributes to the Saugus Contributory Retirement System, a cost-sharing, multiemployer, defined-benefit

pension plan. Using updated reporting standards in accordance with Governmental Accounting Standards Board

Statement Nos. 67 and 68, the town's proportionate share of the net pension liability was about $35.1 million with

69.7% funding as of fiscal 2016, based on an assumed rate of return of 7.6%. Because of the low funded ratio, we

believe contributions will likely continue to rise over the next few fiscal years.

Saugus also provides OPEBs to retirees. As of July 1, 2014, the most recent actuarial valuation, it reported a $105

million OPEB liability. It has traditionally funded OPEBs through pay-as-you-go financing. It paid $4 million, or 4.6% of

expenditures, which was 37.5% of the annual required contribution, in fiscal 2016. The town established an OPEB trust

fund to finance this liability. Currently, the trust fund balance is about $391,000.

Strong institutional framework

The institutional framework score for Massachusetts municipalities is strong.

Outlook

The stable outlook reflects our opinion that Saugus will maintain strong reserves, supported by strong management

and budgetary performance. The town's participation in the broad and diverse Boston MSA lends additional stability to

the rating; therefore, we do not expect to change the rating within the outlook's two-year period.

Upside scenario

If the town continues its strong budgetary performance, leading to an increase in reserves while mitigating its pension

and OPEB liabilities and increased debt burden, along with a strengthening of its economic indicators, we could raise

the rating.
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Downside scenario

While currently unlikely, if the town's budgetary performance were to deteriorate due to significantly increasing costs

from its long-term liabilities, leading to decreased budgetary performance and diminished reserves, we could lower the

rating.

Related Research

• 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

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 the S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the

left column.
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Special Town Meeting 
May 6, 2019 

 
Article 2 

OPEB – Other Post-Employment Benefits 
 

In June 2016 Town Meeting adopted Chapter 32B, Section 20 to 
establish the Other Post-Employment Benefits Liability Trust Fund to 
begin to fund the liability for health and life insurance benefits for the 
retirees of the Town of Saugus and Saugus Public Schools.  At that and 
subsequent Town Meetings a total of $450,000.00 has been appropriated 
to this fund in addition to $231,765.00 that has been transferred from 
both the water and sewer enterprise funds on behalf of its employees for 
future benefit cost.  The balance in the fund as of 3/31/19 is $720,137.06 
The amount of this appropriation is $150,000.00. 
   
 
The funding source for this appropriation is July 1, 2018 certified free 
cash. 
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Special Town Meeting 
May 6, 2019 

 
Article 3 

Streetlight Retrofit to LED 
 

The Town of Saugus has been approved for a grant under the second 
round of the Massachusetts Area Planning Council (MAPC) and 
Department of Energy Resources (DOER) LED Streetlight Rapid 
Retrofit program pending confirmation of funding the project, which 
requires the vote of Town Meeting to appropriate the funds.   
Conversion of the streetlights to LEDs can provide many benefits 
including energy and cost savings as well as improved lighting and less 
light pollution.  This program can fund a portion of the cost of 
procurement and installation of the LED streetlights.   
 
The cost of the project is estimated to be $1,035,000.00 to be 
appropriated by the Town upfront and with the MAPC and DOER 
incentives and rebates after the project is completed will result in a net 
cost estimate of $597,000.00.  Based on the calculations from National 
Grid, the estimated return on the investment with the incentives and 
grant is 2.37 years.   
 
The source of funds for this appropriation will be a borrowing 
authorization. 
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������� �� � 25                 204$              -$                    -$                   -                -                   -                   

������� ��� ��� 42                 204$              77,724$              24,765$             5,715             8,001               116,205           

������� ��� � 53                 284$              284$                   65$                    15                 21                    385                  

������� ��� ��� 101                284$              182,896$            41,860$             9,660             13,524             247,940           

������� ��� ��� 130                334$              34,402$              6,695$               1,545             2,163               44,805             

������ ��� � 25                 204$              -$                    -$                   -                -                   -                   
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)���$ -$                   -                -                   -                   

����"�� ��� � 101                434$              -                      -$                   -                -                   -                   
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$21$15$65

+ $  100,000.00 

= $1,034,850.00

Police Details
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+ $     100,000.00 

= $     597,437.00

Police Details



Special Town Meeting 
May 6, 2019 

 
Article 5 

Town-Wide Master Plan 
 

This appropriation of $150,000.00 will be used to fund the completion 
and/or update of a Town-wide Master Plan for the Town of Saugus 
under MGL c41 s81D.  The latest version of the Town’s Master Plan is 
decades old.  This plan through the use of text, maps, and illustrations is 
a statement designed to assist communities to manage future growth and 
development, protect environmental resources, set priorities for 
developing and maintaining infrastructure and public facilities, create a 
framework for future policy decisions, promote open democratic 
planning, and provide guidance to land owners, developers, and 
permitting authorities.  The elements that may be included but not 
limited to are a statement of goals and policies, land use, housing, 
economic development, natural & cultural resources, open space & 
recreation, services & facilities, transportation, and implementation. 
 
The source of funding for this appropriation is July 1, 2018 certified free 
cash. 

 



Special Town Meeting 
May 6, 2019 

 
Article 6 

Town Storm Drains 
 

This appropriation of $90,000.00 will fund a capital project to replace 
approximately 200 foot section of drain line at the Cemetery on Winter 
Street.  This drain line is responsible for draining water from the Winter 
Street and Central Street areas.  It has collapsed in the rear left section of 
the Cemetery and needs to be replaced to allow for unimpeded flow, 
reducing the potential for backups and the associated flooding.  Under 
the existing conditions the Cemetery roadway is being undermined 
which could cause more significant repairs. 
 
The funding source of this article is to re-purpose unexpended bond 
proceeds from completed drainage projects for which no further liability 
remains as approved by Bond Counsel and shown on the list below. 
 
  

Town Meeting 
Vote Date and 

Article Number 
 

 
 

Purpose 

Amount 
Originally 

Appropriated 

 
Amount 

Unexpended 
 

12/11/01 - Art. 14 Storm drain repairs $1,000,000.00 $41,978.17 
05/01/06 – Art. 22 Howard Street/Clifton St 

Drainage 
103,000.00 20,836.09 

05/19/08 – Art. 32 Dale Street Drainage design 100,000.00 8,762.07 
05/22/09 – Art. 28 Western Avenue Storm Drain 65,000.00 5,904.42 
05/16/16 – Art. 25 Elm Street Drainage $1,200,000.00 12,519.25 

  Total: $90,000.00 

 

 



Special Town Meeting 
May 6, 2019 

 
Article 7 

Tree Farm 
 

This appropriation will be used to fund expenditures of the Tree Farm 
located off Auburn Street.  In June 2016 Town Meeting voted to 
appropriate the sum of $10,000.00 for the expenditures of the tree farm.  
The funds have been used to promote the growth and expansion of the 
tree farm. 
 
The source of funding for this article is the July 1, 2018 certified free 
cash. 

 
 
 



Special Town Meeting 
May 6, 2019 

 
Article 8 

Guard Rail Replacement 
 

There are several areas in Town that require replacement of the existing 
guard rail as the existing structure is old or not adequate or has been 
damaged as a result of being struck by a vehicle.  This appropriation of 
$120,000.00 will fund the replacement of the guardrail determined as a 
priority. 
 
The source of funding for this article is the July 1, 2018 certified free 
cash. 

 
 
 


