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Yield Curves By RatingYield Curves By RatingYield Curves By RatingYield Curves By Rating
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This graph depicts historical interest rates and their respective relationships.  Future interest rates are dependent upon many factors such as, but not limited to, interest rate trends, tax g p p p p p p y
rates, supply, changes in laws, rules and regulations, as well as changes in credit quality and rating agency considerations. The effect of such changes in such assumptions may be 
material and could effect the projected results.  These results should be viewed with these potential changes in mind as well as the understanding that there may be interruptions in the 
short term market or no market may exist at all.
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Value of Credit RatingValue of Credit RatingValue of Credit RatingValue of Credit Rating
 Higher Ratings = Lower Borrowing CostsHigher Ratings = Lower Borrowing Costsg g gg g g

 Greater market accessGreater market access
 Quality spreads Quality spreads -- $ impact of downgrades$ impact of downgrades
 Hypothetical $10 million, 20 year IssueHypothetical $10 million, 20 year Issue

 $228,000 additional cost $228,000 additional cost -- AaaAaa to to AaAa
 $1,470,000 additional cost$1,470,000 additional cost -- AaaAaa to Ato A $1,470,000 additional cost $1,470,000 additional cost AaaAaa to Ato A
 $3,342,000 additional cost $3,342,000 additional cost –– AaaAaa to Baato Baa

 Unbiased, Expert Assessment of the City’s WellbeingUnbiased, Expert Assessment of the City’s Wellbeing
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Major Credit FactorsMajor Credit FactorsMajor Credit FactorsMajor Credit Factors

 EconomyEconomy EconomyEconomy

ManagementManagementgg

DebtDebt

 FinancesFinances

 Proposition 2 ½ (Massachusetts)Proposition 2 ½ (Massachusetts)
U d L C itU d L C it Unused Levy CapacityUnused Levy Capacity
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Local Full Value of Property PerLocal Full Value of Property Per CapitaCapitaLocal Full Value of Property Per Local Full Value of Property Per CapitaCapita

Quincy vs MA Aaa Aa2 Aa3 & A1 Rated Communities
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Local General Obligation Local General Obligation Debt per CapitaDebt per Capitaoca Ge e a Ob gat ooca Ge e a Ob gat o ebt pe Cap taebt pe Cap ta
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Local General Local General Obligation Debt as Obligation Debt as a % a % of Full Valueof Full Value
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Quincy Debt Service as Quincy Debt Service as a a % of Budget% of Budget
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Proposition 2 ½ and Debt CapacityProposition 2 ½ and Debt Capacity

 Statutory Debt LimitStatutory Debt Limit –– 5% of EQV5% of EQV -- Statutory Debt Limit Statutory Debt Limit 5% of EQV 5% of EQV --
$597,846,380 ($100.9 million outstanding)$597,846,380 ($100.9 million outstanding)

Quincy Debt Burden vs Moody’s MediansQuincy Debt Burden vs Moody’s MediansQuincy Debt Burden vs. Moody’s Medians Quincy Debt Burden vs. Moody’s Medians ––
“Moderate Debt Burden”“Moderate Debt Burden”
D b bl i hi h l li iD b bl i hi h l li i AADebt payable within the levy limit Debt payable within the levy limit –– A zero A zero 
sum game.sum game.

 Exempt Debt Exempt Debt –– Indicates capacity and Indicates capacity and 
willingnesswillingness to pay debt serviceto pay debt service
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Quincy Tax Levy vs Maximum Tax Levy LimitQuincy Tax Levy vs Maximum Tax Levy LimitQuincy Tax Levy vs. Maximum Tax Levy LimitQuincy Tax Levy vs. Maximum Tax Levy Limit
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Quincy Tax Levy vs. Primary Levy LimitQuincy Tax Levy vs. Primary Levy LimitQuincy Tax Levy vs. Primary Levy LimitQuincy Tax Levy vs. Primary Levy Limit
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Quincy General Fund Balance TrendQuincy General Fund Balance TrendQuincy General Fund Balance TrendQuincy General Fund Balance Trend
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Operating TrendsOperating TrendsOperating TrendsOperating Trends

 Funding the operating budget with nonFunding the operating budget with non--recurringrecurring Funding the operating budget with nonFunding the operating budget with non recurring recurring 
revenue is unsustainablerevenue is unsustainable
 Necessitates eventual major service disruptions or Necessitates eventual major service disruptions or 

substantial revenue increases (or both)substantial revenue increases (or both)
 Threatens market access and increases borrowing costsThreatens market access and increases borrowing costs

 Reasonable reserves should be maintained for Reasonable reserves should be maintained for 
unforeseen adverse events not to fund recurringunforeseen adverse events not to fund recurringunforeseen adverse events not to fund recurring unforeseen adverse events not to fund recurring 
expendituresexpenditures
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StressorsStressors –– The Perfect StormThe Perfect StormStressors Stressors The Perfect StormThe Perfect Storm

 Weak national, regional and local economiesWeak national, regional and local economies –– Weak national, regional and local economies Weak national, regional and local economies 
Revenue ImpactsRevenue Impacts
 Unemployment increasesUnemployment increases
 New growth declinesNew growth declines
 Local receipts declinesLocal receipts declines
 State aid cutsState aid cuts
 Interest income declinesInterest income declines

W lth ff tW lth ff t T f tiT f ti Wealth effect Wealth effect -- Taxpayer fatigueTaxpayer fatigue

 Expenditure ImpactsExpenditure Impacts
Pension and Health care cost increasesPension and Health care cost increases Pension and Health care cost increasesPension and Health care cost increases
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Structural Balance & SustainabilityStructural Balance & SustainabilityStructural Balance & SustainabilityStructural Balance & Sustainability

Demand for resources always exceedsDemand for resources always exceedsDemand for resources always exceeds Demand for resources always exceeds 
available supply (compounded by the available supply (compounded by the 
limitations of Proposition 2 ½)limitations of Proposition 2 ½)limitations of Proposition 2 ½)limitations of Proposition 2 ½)

 Budget operating expenses to recurring Budget operating expenses to recurring 
revenuesrevenuesrevenuesrevenues

Decrease expenses, Increase revenues (or Decrease expenses, Increase revenues (or 
b h)b h)both)both)
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Moody’sMoody’s
A tA tAssessmentAssessment

 Rating report dated 1/13/12Rating report dated 1/13/12 –– Moody’s consideredMoody’s considered Rating report dated 1/13/12 Rating report dated 1/13/12 Moody s considered Moody s considered 
Quincy’s strengths as having a favorablyQuincy’s strengths as having a favorably--located located 
and diverse tax base with an aboveand diverse tax base with an above--average average 
d hi fil ll i ifi td hi fil ll i ifi tdemographic profile as well as significant demographic profile as well as significant 
redevelopment potential and a manageable debt redevelopment potential and a manageable debt 
positionpositionpositionposition

 “Critical to enhancing long“Critical to enhancing long--term credit strength will term credit strength will 
be Quincy’s ability to return to a sound financial be Quincy’s ability to return to a sound financial 
position, the maintenance of positive operations in position, the maintenance of positive operations in 
enterprise funds and adherence to a cohesive longenterprise funds and adherence to a cohesive long--
term financial strategy”term financial strategy”term financial strategyterm financial strategy
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Bond Buyer GO Index
20 Year History

Weekly Actual as of 3/9/2012
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This graph depicts historical interest rates and their respective relationships.   Future interest rates are dependent upon many factors such as, but not limited to,  interest rate trends, tax rates, the supply and 
demand of short term securities, changes in laws, rules and regulations, as well as changes in credit quality and rating agency considerations.  The effect of changes in such factors individually or in any 
combination could materially affect the relationships and effective interest rates These results should be viewed with these potential changes in mind as well as the understanding that there may becombination  could materially  affect the relationships and effective interest rates.  These results should be viewed with these potential changes in mind as well as the understanding that there may be 
interruptions in the short term market or no market may exist at all. 
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