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The credit profile for the Town of Southampton (Aaa, stable) reflects the town's exceptionally
strong resident wealth highlighted by a particularly robust assessed value per capita and
median home value. These characteristics have remained in place during the pandemic as
many normally part time residents decamped to Southampton on a full time basis and have
provided a boost to the local economy. The pandemic has also had minimal impact on the
Hampton’s regional attractiveness to tourists, which has further buoyed the commercial
sector.
The town's credit quality also reflects strong financial performance, including robust reserves
and cash that have remained consistently above average, and anticipated additional reserve
growth for fiscal 2020. The town’s financial profile is also strengthened by low debt and
manageable retirement costs.
The coronavirus has not had a material impact to the town's financial position and has
actually boosted local businesses that typically see revenues tail off in winter months
following the summer tourist season.

Credit strengths
» Exceptionally large and growing tax base
» Very strong resident wealth profile
» Consistent and robust financial performance
» Low debt burdens

Credit challenges
» High exposure to environmental risks such as storms
» Gradually rising OPEB costs

Rating outlook
The stable outlook is driven by expectation that the town will continue to maintain an
exceptionally strong wealth profile and economy while maintaining well above average
financial performance inclusive of healthy cash and reserves.

Factors that could lead to an upgrade
» N/A
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Factors that could lead to a downgrade
» Significant and protracted operating deficits
» Substantial deterioration of resident wealth
» Prolonged contraction of the economy and tax base
» Inability to effectively mitigate exposure to environmental hazards
» Significant increase in debt and pension obligations

Key indicators
Exhibit 1

Town of Southampton
Southampton (Town of) NY

2015

2016

2017

2018

2019

$55,698,279

$57,714,211

$60,685,009

$63,690,794

$67,002,258

57,180

57,803

58,024

57,975

57,975

$974,087

$998,464

$1,045,860

$1,098,591

$1,155,709

140.3%

148.0%

146.8%

147.4%

147.4%

Operating Revenue ($000)

$82,893

$86,017

$88,097

$89,763

$91,463

Fund Balance ($000)

$21,624

$26,046

$27,834

$27,997

$28,490

Cash Balance ($000)

$24,751

$32,211

$38,105

$37,228

$32,421

Fund Balance as a % of Revenues

26.1%

30.3%

31.6%

31.2%

31.1%

Cash Balance as a % of Revenues

29.9%

37.4%

43.3%

41.5%

35.4%

Net Direct Debt ($000)

$131,026

$124,704

$115,347

$110,425

$85,839

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

$129,226

$135,102

$145,463

$140,084

$144,462

0.2%

0.2%

0.2%

0.2%

0.1%

1.6x

1.4x

1.3x

1.2x

0.9x

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

0.2%

0.2%

0.2%

0.2%

0.2%

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

1.6x

1.6x

1.7x

1.6x

1.6x

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances

Debt/Pensions

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

Source: Moody's Investors Service, Town of Southampton
Sources: US Census Bureau, Southampton (Town of) NY’s financial statements and Moody’s Investors Service

Profile
The Town encompasses an area of approximately 138 square miles and is located on the south fork of Long Island 70 miles east of
Manhattan in Suffolk County (Baa2). The town’s population of approximately 58,000 people increases significantly throughout the
summer as a result of the area’s long standing popularity as a vacation destination.

Detailed credit considerations
Economy and tax base: exceptionally large tax base driven by very high home values and strong resident wealth
Southampton Town's economy and tax base are exceptionally wealthy and are consistent with its Aaa rating. We anticipate that it will
retain these strengths and continue to grow its already sizeable tax base.
The $74 billion full value of in 2021 greatly exceeds the US median, and increased significantly between 2015 to 2019. Furthermore,
the $1.2 million full value per capita is much stronger than other Moody's-rated cities nationwide. The median family income equals a
significant 147.4% of the US level.
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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Exhibit 2

Full value of the property tax base increased from 2015 to 2019

Source: Issuer financial statements; Government data sources; Offering statements; Moody's Investors Service

The strength of the town's tax base is predicated on the very high property values of the area's homes. The median home value in the
town is remarkably high and approximately 320% of the national median, which ranks among the most expensive in the nation. Many
of these properties are second homes, which again underscores the wealth of local residents.
The town and greater Hamptons region also benefits from its long standing position as a very popular summertime tourist destination.
While the number of visitors typically abates after Labor Day, the pandemic has stretched tourist season well beyond its typical end
point driven by people occupying second homes year-round or remote workers who have decamped to the area for an extended
period. As a result, local business have seen a boost to commercial activity.
Financial Operations and Reserves: consistent financial performance and robust cash and fund balances
Southampton has a robust financial position consistent with its Aaa rating. The town's financial profile has benefitted from effective
management that has overseen considerable growth to cash and reserves as a result of more than a decade of operating surplus. We
expect the audited results for fiscal 2020 to show a continuation of this trend and for similar consistency in fiscal 2021.
The town's most recently available audited results for fiscal year 2019 show healthy general fund reserves that are 50% of general fund
revenues. Operating fund balances, which include the general fund, highway fund, police district, and town outside village funds are
36% of revenues. Management expects the fiscal 2020 audit to reflect improvement to these already strong numbers including a $4
million increase to the town's general fund balance.
The town's operating stability is a result, in part, of fairly predictable property tax revenues, which comprise approximately 70%
of overall revenues and are guaranteed by Suffolk County. The town's credit quality is also well served by management's effective
comprehensive long-term planning, including two year budgets, multi-year forecasting and a commitment to maintaining strong fiscal
policies.
The current fiscal 2021 budget anticipates a $2.9 million appropriation of reserves. While the reduction of reserves by this amount
would not be a significant credit weakness, we expect that the town will continue its practice of outperforming conservatively set
budgets and produce an operating surplus.
Liquidity

The town's general fund cash position is a strong 44% of revenues and a solid 35% on an operating fund basis. We anticipate that
audited results for fiscal 2020 will produce additional liquidity growth.
Debt, Pensions and OPEB: low debt and manageable retirement costs
The debt and pension liabilities of Southampton Town are low overall, yet they are slightly unfavorable in relation to the Aaa rating
assigned. The net direct debt to full value (0.1%) is materially below the US median, and did not change between 2015 and 2019 (most
recent audit available). Moreover, the Moody's-adjusted net pension liability to operating revenues (1.6x) approximates the US median.
Legal security

The town's general obligation bonds are secured by the city's full faith and credit supported by its pledge to levy ad valorem property
taxes to pay debt service as limited by New York State's Property Tax Cap-Legislation (Chapter 97 (Part A) of the Laws of the State of
New York, 2011).
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Debt structure

All debt is fixed rate and amortizes over a twenty year period, consistent with the life of the assets being financed.
Debt-related derivatives

The town is not party to any interest rate swaps or other derivative agreements
Pensions and OPEB

The town participates in the New York State and Local Police and Fire Retirement System (PFRS) and New York State and Local
Employees Retirement System (ERS), both of which are multi-employer, defined benefit retirement plan sponsored by the State of New
York (Aa2 stable). The town's pension contributions were 120% of the treadwater water indicator or the amount required to keep the
liability from growing over time. Despite the robust level of pension funding, actual pensions costs remain manageable.
The city continues to cover OPEB on a pay-go basis, which in 2019 cost $6 million representing 6.5% of revenues. Absent legislation, or
changes to benefits, the town’s OPEB liability, will continue to grow and potentially pressure future budgets.
The table below summarizes the city's pension and OPEB contributions and unfunded liabilities.
Exhibit 3

$$$
(000)

% of Operating
Revenues

Discount Rate

Operating Revenue

91,463

n/a

n/a

Reported Unfunded Pension
Liability
Moody's Adjusted Net Pension
Liability
Reported Net OPEB Liability

18,987

21%

6.89%

164,983

180%

3.81%

337,144

369%

2.90%

Moody's Adjusted Net OPEB
Liability
Net Direct Debt

306,198

335%

3.22%

85,839

94%

n/a

Debt & unfunded retirement
benefits (Moody's adjusted)

557,020

609.01%

Pension Contribution

7,420

8.11%

n/a

OPEB Contribution

6,003

6.56%

n/a

Debt Service

8,937

9.77%

n/a

22,361

24.45%

n/a

2019

Total Fixed Costs
Source: Moody's Investors Service, Town of Southampton

ESG considerations
Environmental
Data from Moody’s affiliate Four Twenty Seven indicates that Southampton has high exposure to the risks of hurricanes and water
stress. However, the credit impact of these risks is reduced by the town's maintenance of an environmental sustainability plan
and coastal resources and water protection plan. As a result of these efforts, the town has implemented changes to its building
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requirements such as a mandate to elevated properties in flood zones and created resident funded erosion control districts to manage
beach deterioration.
Social
The town maintains a comprehensive strategy to manage cyber risk and has not suffered any disruption from cyber incursions. The
current coronavirus outbreak is also a social consideration, but has not had an adverse impact on Southampton's credit quality.
Governance
The town's governance has been effective in maintaining steady operations that have produced a long string of operating surpluses and
overall stability. The town conducts property value assessments annually to capture any incremental growth in property values. It also
does two-year budgeting, multiyear forecasting and has a codified policy to maintain general fund balance.
New York cities have an institutional framework score 1 of "Aa", which is strong. New York 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 can be
overridden at the local level, without voter approval and many local governments have done so when necessary. Unpredictable revenue
fluctuations tend to be low, reflected in expense growth being under 5% on average across the whole sector. Fixed and mandated costs
are generally below 25% of expenditures. New York State has the additional constraint of the Triborough Amendment, which limits the
ability to cut expenditures. Unpredictable expenditure fluctuations tend to be low, however, reflective in expense growth being under
5% on average across the whole sector.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt 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.
Exhibit 4

Southampton (Town of) NY
Rating Factors

Economy/Tax Base (30%)[1]
Tax Base Size: Full Value (in 000s)
Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)
Fund Balance as a % of Revenues
5-Year Dollar Change in Fund Balance as % of Revenues
Cash Balance as a % of Revenues
5-Year Dollar Change in Cash Balance as % of Revenues
Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures
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)

Measure

Score

$73,357,937
$1,265,337
147.5%

Aaa
Aaa
Aa

31.1%
10.9%
35.4%
14.6%

Aaa
Aa
Aaa
Aa

Aa
1.0x

Aa
A

0.1%
0.9x
0.2%
1.6x
Scorecard-Indicated Outcome
Assigned Rating

Aaa
A
Aaa
A
Aaa
Aaa

[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.
Sources: US Census Bureau, Town of Southampton's financial statements and Moody’s Investors Service

Endnotes
1 The institutional framework score assesses a municipality’s legal ability to match revenues with expenditures based on its constitutionally and legislatively
conferred powers and responsibilities. See US Local Government General Obligation Debt (July 2020) methodology report for more details.
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