
 

 

Town of New Fairfield 

4 Brush Hill Road 

New Fairfield, CT 06812 

 

AGENDA 

BOARD OF FINANCE 

REGULAR MEETING 

WEDNESDAY, December 16, 2020 

7:30 PM 

VIRTUAL MEETING VIA ZOOM 

https://zoom.us/j/94714138902 

Or dial in phone: (929) 205-6099 
1. Call to order 

2. Pledge of Allegiance 

3. Appointments 

4. Correspondence/Announcements 

5. Public Comment 

6. Approval of Minutes – Nov. 18, 2020 regular meeting and Dec.1, 2020 Pension and 

Bonding subcommittee meeting 

7. Budget Transfers 

8. Status - Water System Purchase 

9. Discuss and possible vote to approve Board of Finance Department Budget for  FY 21/22 

10. Discuss - Annual audit and Audit Subcommittee meetings 

11. Update - Pension and Bonding subcommittee 

12. Update  - Fraud Policy status 

13.  ONGOING UPDATES 

a. Medical update 

b. Legal update 

c. Year to date expenses review 

d. Current year revenue update 

             e.    Cap&Non (detail: Bridges & Drainage, and Town Properties)  

14. Public Comment 

15. Future Agenda items 

16. Board Member Comments 

17. Adjournment 

Received by Email on 12/10/20 @ 1:02 pm 

By: Holly Z Smith, Asst. Town Clerk, New Fairfield 



Understanding New Fairfield’s AAA 
Bond Rating


Prepared by the New Fairfield BOF Pension and Bonding Subcommittee, 
December 2020


Mark Werner, Chair

Cheryl Reedy

Tom Garben




Overview 

New Fairfield has received a AAA rating from Standard & Poor’s (S&P) 
since 2009.  This presentation covers the following points to understand 
how S&P ratings work, and relies on information sourced from various 
S&P publications.


• What is the S&P Ratings scale?


• S&P’s 7 factors and weightings that comprise a rating


• How does New Fairfield score on the 7 factors?


• What do the 7 factors mean?


• S&P’s 10 observations of highly rated credits


• A Recommendation for New Fairfield


• Who are the other Connecticut AAA rated towns?


• How do other AAA rated towns score on the 7 factors?


• S&P March 2020 ratings report for New Fairfield
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S&P Ratings Scale 

Ratings from AA to CCC may be modified by the addition of a plus (+) or minus (-) sign to show relative 
standing within the major rating categories.


Investment Grade Ratings:  AAA to BBB

Speculative Grade Ratings:  BB to D


Please note:  S&P ratings of US Government debt is AA+


Description # of CT Towns 
Rated by S&P

AAA Extremely strong capacity to meet financial commitments.  Highest 
Rating

30

AA Very strong capacity to meet financial commitments. 56

A Strong capacity to meet financial commitments, but somewhat 
susceptible to adverse economic conditions.

7

BBB Adequate capacity to meet financial conditions, but more subject to 
adverse economic conditions

2

BB Less vulnerable in the near term, but faces major ongoing uncertainties 
or exposure to adverse business, financial and economic conditions.

1

B More vulnerable to adverse business, financial and economic 
conditions, but currently has the capacity to meet financial 
commitments.

0

CCC Currently vulnerable and dependent on favorable business, financial 
and economic conditions to meet financial commitments.

0

CC Highly vulnerable, default has not yet occurred, but is expected to be a 
virtual certainty.

0

C Currently highly vulnerable to non-payment, and ultimate recovery is 
expected to be lower that that of higher rated obligations.

0

D Payment default on a financial commitment or breach of an imputed 
promise; also used when a bankruptcy petition has been filed or similar 
action is taken.

0

Total CT Towns Rated by S&P 96
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S&P Evaluates 7 Factors That are Weighted for an Indicative Rating 

Scoring System For Each Factor

1 = Very Strong


2 = Strong

3 = Adequate


4 = Weak

5 = Very Weak


Weighted Average Scores and Indicative Credit Ratings

Factor Weighting Scoring (see below)

Economy 30%

Financial Management 20%

Budgetary Performance 10%

Budgetary Flexibility 10%

Liquidity 10%

Debt & Contingent Liabilities 10%

Institutional Framework 10%

Weighted Average Factor Score 100%

Weighted Average Factor Score Indicative Rating

1.00 - 1.64 AAA

1.65 - 1.94 AA+

1.95 - 2.34 AA

2.35 - 2.84 AA-

2.85 - 3.24 A+

3.25 - 3.64 A

3.65 - 3.94 A-

3.95 - 4.24 BBB+

4.25 - 4.54 BBB

4.55 - 4.74 BBB-

4.75 - 4.94 BB

4.95 - 5.00 B
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How Does New Fairfield Score? 

The above score is based on the March 2020 S&P ratings report for New Fairfield.


Factor Weighting NF Score Weighted NF 
Score

Economy 30% 1  Very Strong 0.3

Financial Management 20% 2 Strong 0.4

Budgetary Performance 10% 2 Strong 0.2

Budgetary Flexibility 10% 1  Very Strong 0.1

Liquidity 10% 1  Very Strong 0.1

Debt & Contingent 
Liabilities

10% 1  Very Strong 0.1

Institutional Framework 10% 2 Strong 0.2

Total NF Score 100% 1.4

AAA Rating Range 1.00 - 1.64
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What do the credit rating factors mean? 
Economic (30%):  Rates the health of the Town’s asset base relied on to provide current and future locally 
derived revenues.  It also looks at what Metropolitan Statistical Area the Town is located in to measure the 
employment base, diversity and growth.


Financial Management (20%):  Measures the rigor of financial management practices.  Items considered 
include:


• Are assumptions and projections realistic considering short and long term trend?

• Are there procedures for budget reviews and amendments based on updated information 

and actual performance to ensure fiscal targets are met?

• Is there a long term financial plan to identify future revenues and expenditures that 

incorporates any upcoming issues?

• Is there a long term capital plan?

• Are there established policies covering investments including service provider selection risk 

assessment, diversification, custody, performance reporting, benchmarking and 
disclosure?


• Are there policies for debt management including issuance, maturity, servicing, security 
pledges, and refunding guidelines?


• Is there formal reserve operating reserve policy taking in to account cash flow and 
operating requirements and the historic polity of revenues and expenditures?


Budgetary Performance (10%):  Measures the financial balance of the Town, considering whether a 
budget surplus or deficit occurs,  and how dependent it is on the general account.


Budgetary Flexibility (10%):  Measures the degree to which the Town can look to additional financial 
flexibility in times of stress.  Examines the Available Fund Balance as a percent of expenditures.  A result 
greater than 15% earns the highest rating rating (very strong).


Liquidity (10%):  Measures the availability of cash and cash equivalents to service debt and other 
expenditures.


Debt & Contingent Liabilities (10%):  Measures the annual fixed cost burden that debt places on the 
town, and the total debt burden placed on the the Town’s revenue position.


Institutional Framework (10%):  Assesses the state environment in which the Town operates.  All 
governments of the same type in the same state receive the same score.  Items considered include the 
predictability of  the Town to forecast revenues and expenditures and react to changes at the state level, 
how frequently audits are required, and the extent the Town can rely on extraordinary state support in 
conditions of extreme stress.  Currently all Towns in Connecticut received the same Institutional 
Framework score.
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Top 10 Management Characteristics S&P has Observed in Highly Rated 
Credits 

1. Focus on structural balance


2. Strong liquidity management


3. Regular monitoring of revenues and economic trends to identify shortfalls 
early


4. An established “rainy day” fund / budget stabilization reserves


5. Prioritized spending plans and established contingency plans for 
operating budgets


6. Strong long-term and contingent liability management, including pension, 
OPEB and other obligations and risks


7. A multi year financial plan in place that considers the affordability of action 
for plans before they are part of the annual budget


8. A formal debt management policy in place to evaluate future debt profile


9. A pay-as-you-go strategy as part of the operating and capital budgets


10. Well defined and coordinated economic development strategies


Source:  2017 S&P Presentation to the Massachusetts Collectors & Treasurers Association Conference
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 A Recommendation for New Fairfield 

 A recommendation to help New Fairfield improve its Financial 
Management rating from Strong to Very Strong: Include multiyear 
financial forecasts in the Town’s budgeting process.  This would 
support an improvement in our weighted factor rating to 1.2 from its 
current 1.4 level. 


Here is an excerpt from New Fairfield’s  AAA ratings report of March 2020 on 
Management;


	 “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. 


	 …Although management has not adopted a long-term financial plan, New Fairfield 	
	 adopted a debt management policy in late 2019 that includes affordability targets 	
	 which management adheres to and reviews regularly.  The town also maintains a 	
	 five-year capital plan it updates annually, and reflects the debt requirements to 	 	
	 finance the new school system.” (italics emphasis added)


Compare New Fairfield’s comments above with the following excerpt from the S&P AAA 
ratings report of May 2020 for Avon CT:


	 “Very Strong Management 

	 We view the town’s management as very strong, with strong financial policies and 	
	 practices under our FMA methodology, indication financial practices are strong, 		
	 well embedded and likely sustainable.  This is an upward revision from our previous 	
	 analysis due to the use of forward-looking financial forecasts.  Avon enhanced its 	
	 forward-looking capabilities with multiyear projections to inform policy makers and 	
	 identify other budget gaps.”  (italics emphasis added)
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Currently, there are 30 Connecticut towns with AAA Ratings,  
including New Fairfield 

Avon Fairfield Norwalk

Berlin Glastonbury Orange

Bethel Greenwich Redding

Branford Guilford Ridgefield

Brookfield Haddam Simsbury

Canton Hebron Stamford

Chesire Middletown Stonington

Cromwell New Fairfield Tolland

East Hampton Newtown West Hartford

Easton North Haven Windsor
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What’s the 7 factor breakdown for other AAA rated Connecticut towns? 

Data from S&P town ratings reports dated 2020 unless noted


Ecnon 
(30%)

Fin 
Mgmt 
(20%)

Budget 
Perf 
(10%)

Budget 
Flex 
(10%)

Liqdity 
(10%)

Debt & 
Liab 
(10%)

Instut. 
Frmwrk 
(10%)

Wghtd 
Total 
Rating

New Fairfield 1 2 2 1 1 1 2 1.4

Avon 1 1 3 2 1 1 2 1.4

Berlin 1 1 3 1 1 2 2 1.4

Bethel 1 2 3 1 1 2 2 1.6

Branford 1 2 3 1 1 2 2 1.6

Brookfield (2019) 1 2 2 2 1 2 2 1.6

Cromwell (2017) 1 2 2 1 1 1 2 1.4

Fairfield 1 1 2 2 1 1 2 1.3

Glastonbury 1 1 3 1 1 1 2 1.3

Greenwich 1 1 2 1 1 1 2 1.2

Guilford 1 2 3 2 1 1 2 1.6

Middletown 1 2 2 1 1 1 2 1.4

Newtown (2015) 1 1 2 2 1 1 1 1.4

North Haven (2019) 1 2 3 2 1 2 2 1.7

Norwalk 1 1 3 1 1 1 2 1.3

Redding 1 2 3 1 1 1 2 1.5

Simsbury 1 1 2 1 1 1 2 1.2

Stamford 1 2 3 2 1 2 2 1.7

Stonington 2 2 3 1 1 3 2 2.0

Tolland 1 1 3 1 1 3 2 1.5

West Hartford 1 1 2 2 1 2 2 1.4

Windsor 1 1 3 1 1 2 2 1.4
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[Attach the March 2020 S&P AAA ratings report for New Fairfield here, it’s on the 

Town website as well]
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DRAFT ---A Guide for the New Fairfield Pension Commission  

This guide assumes that the Commission, established in 2010,  has not met in many 
years.  A request has been made to the Town Clerk for any records of past Commission 
meetings.  

The guide is based on the collective experience and knowledge of the BOF Pension and 
Bonding subcommittee and should not be construed as legal advice. The Commission 
should consult with qualified legal counsel on all legal questions.  

The Commission’s Role  
Oversee the investment and management of trust assets that are created from the 
establishment of Town and BOE sponsored pension, Other Post Employment 
Benefits (OPEB), Fire Department Length of Service Award Program (LOSAP) and 
457 savings plans.  

The Commission will follow the Prudent Investor Rule which outlines items to consider 
including balancing risk against total asset returns, delegating and using outside 
expertise, investing in a cost conscious manner, and diversifying investments across asset 
classes.  The Rule requires the Commission to act in the best interests of the plan 
beneficiaries.(see reference section for more detail about the Prudent Investor Rule)  

Membership  
The Commission is comprised of three members: Town Treasurer, Director of Finance, and 
the First Selectman (or his or her delegate). Members serve without additional 
compensation, and concurrently with their terms of office.  

Organization  
Meeting frequency to be determined. Agendas will be posted, minutes taken and filed with 
the Town Clerk, and meetings open to the public as required by CT state statutes. 
Commission decisions will be approved by a majority vote.  

Authority and Responsibilities  
A. Investment duties  

a. Understanding each plan’s objectives and goals  
b. Adopting, periodically reviewing and revising an Investment Policy Statement 

(IPS) for each plan. The IPS should contain, at a minimum, the objective of 
the plan, how success is measured, an investment strategy, and the process 
for evaluating investment managers.  

c. Monitoring the performance of trust funds and investment managers in 
accordance with the IPS,  

d. Retaining or replacing investment managers.  

B. Administrative duties  



a. Reviewing all fees incurred on behalf of the trusts for reasonableness.  
b. Selecting, monitoring and replacing third-party advisors of the trusts such as 
investment consultants, actuaries, asset custodians and other providers as 
provided by the Prudent Investor Rule.  
c. Maintaining records which document the actions of the Commission and 
making them publicly available. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

Suggested Draft Agenda for the Commission’s Initial Meeting  
(Invite outside investment advisor FIA, and actuary, Milliman)  

1. Call to order  

2. Pledge Allegiance  

3. Approve appointment of a Commission Secretary  

4. Approve Minutes (if they exist from a prior meeting)  

5. Members acknowledge duties and responsibilities of Commission membership 
including an understanding of the Prudent Investor Rule 

6. Agree on the plans the Commission is responsible for  

a. Suggest Town and BOE pension, OPEB, LOSAP, and 457 plans  

b. LOSAP and 457 plans may require requesting additional investment 

information to support the Commission’s duties  

7. Review current Investment Policy Statement (IPS) for Town, BOE pension and OPEB  

a. Ask FIA to share its understanding of why these plans have different asset 

allocations and target asset returns  

b. Consider endorsing the current IPS, or modifying it where warranted  

8. Investment review of Town, BOE pension, OPEB  

a. Provided by FIA, includes actual returns versus targets, individual manager 

performance, discussion of issues that may warrant changes in asset 

allocations or managers  

9. Actuarial review  

a. Provided by Milliman, includes current position of funded status, forecasts of 

contributions, and the impact on funded status and future contributions if 

asset returns are below targets  

10. LOSAP roles and responsibilities,  

a. Request FIA to draft an IPS  

b. Consider inviting the third party providers (insurance company, actuary, 



administrator) to a future Commission meeting  

 
 
 
 
11. 457 plans  

a. Formalize a request for needed information regarding current investment 

options offered with full investment detail, including costs and TIAA’s 

role, and participant communications. 

12. Possible future meeting topics:  

a. Review and request renegotiation of Webster Bank custody fees, request FIA 

to consider including LOSAP and 457 plans in its advisory services, review 

and renegotiate actuary fees, 457 full investment review 

 
 
 
 
Reference Items to be included:  

1. Ordinance establishing the Pension Commission 

2. Prudent Investor Rule 

a. Various internet references are available to review the Rule 

including: 

https://www.investopedia.com/terms/p/prudent-investor-rule.

asp 

b. CT General Statutes: 

https://www.cga.ct.gov/current/pub/chap_802c.htm#sec_45a-

541 which specifically allows a fiduciary to delegate investment 

and administrative functions to qualified agents 

3. Five Summary fact sheets: Town and BOE Pension, OPEB, LOSAP, 457 

plans  

4. Three Investment Policy Statements: Town and BOE Pension, OPEB 

plans 

https://www.investopedia.com/terms/p/prudent-investor-rule.asp
https://www.investopedia.com/terms/p/prudent-investor-rule.asp
https://www.cga.ct.gov/current/pub/chap_802c.htm#sec_45a-541
https://www.cga.ct.gov/current/pub/chap_802c.htm#sec_45a-541


BOF Subcommittee Task Allocations

Topic / Assignee BOS BOF
BOF Pension and Bonding 

Subcommittee BOE Pension Commission Treasurer

1 Investment Oversight Consistency

First Selectman activates the 
Pension Commission, and 
appoints a delegate to 
represent her.  Consider 
appointing the BOF Pension 
subcommittee as the delegate 
for a period of 1 year or until a 
Town meeting can be held to 
formally expand the members 
identified in the Pension 
Commission ordinance.

Subcommittee will offer to 
meet with the BOS and 
BOE to discuss 
recommendations, highlight 
responsibilites, and suggest 
ways to carry out duties.   
Subcommittee will provide a 
draft of oversight 
responsibiites and duites to 
the Pension Commission to 
aid with its fiduciary duties.

Create and commence a 
schedule of regular public 
meetings, acknowledge 
investment oversight of the 
Town Pension, BOE 
Pension, Fire Department 
LOSAP, OPEB and the 457 
plans under the Town’s 
existing 2010 approved 
Pension Commission 
ordinance.

2 Stakeholder Representation

Consider a revision to the 
Pension Commission 
Ordinance increasing the 
number of members to include 
a representative or designee of 
all stakeholders, e.g. the Town 
Treasurer, Finance Director, the 
BOS, the BOE, the BOF, the 
NFVFD (if LOSAP is included), 
a town employee and a school 
employee covered by the plans.  
This action will likely be delayed 
until late 2021 when an in-
person Town meeting can safely 
be convened.  In the interim, 
informal recruiting of additional 
Commission members could 
take place.

3 Clarification of Investment Reporting 
Statement

Clarify the meaning of the 
statement in the S&P rating 
report as to what plans are 
referred to with specific 
differentiation between Town 
temporary cash investments 
and retirement plans.  Also 
verify the appropriate 
frequency of reporting and 
which board receives this 
reporting.

Establish an Investment 
Policy Statement for the 
LOSAP plan.

4 LOSAP Oversight Role Clarification

Review and possibly 
update the existing LOSAP 
plan and clearly define the 
roles for the BOS, the 
Finance Director, the Fire 
Department and the paid 
Plan Administrator, as well 
as choose a new Plan 
Administrator or incorporate 
the LOSAP plan with the 
other town pension plans. 



BOF Subcommittee Task Allocations

Topic / Assignee BOS BOF
BOF Pension and Bonding 

Subcommittee BOE Pension Commission Treasurer

5 Investment Advisor for LOSAP, 457 
Plans

Expand the plans advised 
by the Investment Advisor, 
FIA, to additionally provide 
advice for the Fire 
Department LOSAP and 
Town 457 plans in support of 
the Pension Commission.
Review the fee arrangement 
for renegotiation.

6 Actuarial Restructuring Review

Use Milliman to also cover 
the Fire Department 
LOSAP plan, and possibly 
replace the LOSAP actuary.  
Better actuarial service and 
economies of scale may be 
realized for the LOSAP plan.

7 Trust Fee Restructuring

Review and negitiate with 
Webster Bank to combine 
all 3 plans in-to a single 
sliding fee schedule, which 
can produce a fee reduction 
of approximately $5,000.

8 BOE Signing Authority

Formally delegate signing 
authority to one of its own 
members or a non-BOE 
person to sign pension plan 
documents on behalf of the 
BOE.

9 Non-Contributory Plan Structure 
Review

Include multi year cost 
projections of the Pension 
plans in the Town’s budgeting 
process.  Employ the actuary to 
perform studies that examine 
alternative plan structures and 
cost forecasts.

Include multi year cost projections 
of the Pension plans in the Town’s 
budgeting process.

Include multi year cost 
projections of the Pension 
plans in the Town’s 
budgeting process.  Employ 
the actuary to perform 
studies that examine 
alternative plan structures 
and cost forecasts.

Analyze, and insure the 
BOS, BOF, and BOE 
receive multi year cost 
projections of the Town's 
pension plans. Work jointly 
with the actuary and the 
BOS, BOE in studies that 
examine alterantive plan 
structures and cost 
forecasts.

10 Asset Allocation Summary

Create a summary for each 
plan that will be clear to all 
members of the BOF as well 
as to the public that will 
clearly describe each plan's 
goals and the allocation 
strategy followed to meet 
those goals.

11 Fiduciary Insurance Review

Research coverages, obtain 
quotes, and secure fiduciary 
insurance coverage  or all 
plans.  Expand Commercial 
Crime coverage to include 
the OPEB, LOSAP and 457 
plans if not included in 
fiduciary coverage.insurance 



BOF Subcommittee Task Allocations

Topic / Assignee BOS BOF
BOF Pension and Bonding 

Subcommittee BOE Pension Commission Treasurer

12 Bonding Process Review

Discuss role of BOF in the bonding 
process.and if broadening the 
authorization to include additional 
boards or positions might provide 
better fiscal control and 
accountability.
Invite bond counsel to a meeting to 
discuss and review the role that the 
fiscal authority plays in bonding in 
other municipalities that are non-
charter towns, and to explain the role 
of all parties in the bonding process 
so that it is better understood by all 
as to who is responsible for what. 










































