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Newburgh (City of), NY's (A3 stable issuer rating and GOLT rating) local economy continues
to show modest annual growth. The city continues to see redevelopment occurring especially
in its downtown area. The city still struggles with elevated poverty and unemployment.
The city's reserve position is at very strong levels after several years of revenue increases
and holding expenses down as much as possible. The city's management team is active in
controlling operations and wants reserves to remain at healthy levels. Additionally, the city
has increased rates in its various utilities to maintain and/or improve the health of those
funds. The total long-term liabilities, including debt, pensions, and OPEB, are very elevated
and could lead to reduced flexibility in the future.
On August 2, Moody's upgraded the city's outstanding issuer and general obligation limited
tax (GOLT) ratings to A3 from Baa2 while changing the outlook to stable from positive.

Credit strengths
» Healthy General Fund balance
» Rate increases in utility funds leading to stronger operations
» Recent tax base growth

Credit challenges
» Very weak resident wealth and income levels
» Elevated long-term liabilities
» Exposure to sales tax revenues

Rating outlook
The stable outlook reflects the expectation that the city’s financial position will hold at
currently strong levels despite expected increasing labor costs through its strong financial
management team.

Factors that could lead to an upgrade
» Material growth in local economy
» Reduction in long-term liabilities and fixed costs
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Factors that could lead to a downgrade
» Return to structural imbalance in any of its operations
» Decline in tax base and wealth indicators
» Material growth in long-term liabilities

Key indicators
Exhibit 1
Newburgh

2017

2018

2019

2020

2021

$871,182

$884,482

$907,207

$963,236

$1,182,538

28,444

28,282

28,255

28,856

N/A

$30,628

$31,274

$32,108

$33,381

N/A

62.0%

58.9%

63.5%

74.9%

N/A

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

$46,359

$47,722

$52,121

$46,396

$54,666

Fund Balance ($000)

$7,353

$7,580

$10,965

$13,714

$19,939

Cash Balance ($000)

$11,452

$11,344

$15,399

$13,576

$30,467

Fund Balance as a % of Revenues

15.9%

15.9%

21.0%

29.6%

36.5%

Cash Balance as a % of Revenues

24.7%

23.8%

29.5%

29.3%

55.7%

Net Direct Debt ($000)

$43,262

$40,382

$37,237

$51,939

$48,861

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

$84,988

$80,842

$80,085

$91,392

$94,117

5.0%

4.6%

4.1%

5.4%

4.1%

0.9x

0.8x

0.7x

1.1x

0.9x

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

9.8%

9.1%

8.8%

9.5%

8.0%

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

1.8x

1.7x

1.5x

2.0x

1.7x

Debt/Pensions

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

Source: Moody's Investors Service; city financial statements; US census

Profile
The city of Newburgh is located in Orange County (Aa2 stable) and had 28,856 residents in 2020.

Detailed credit considerations
Economy and tax base: improving tax base on the Hudson River
Located on the Hudson River in Orange County, Newburgh's local economy continues to see ongoing tax base growth to $1.3 billion.
The city has been working to address infrastructure upgrades which is expected to continue to bring economic development to the
area. The city has seen new private redevelopment projects include a new brewery, restaurants, and warehouse space.
Despite the growth that the city is working towards, the city remains socioeconomically challenged with elevated poverty (22%)
and median family income compared to the state and nation are just 69% and 75%, respectively and a historically high crime rate. It
should be noted that the city's poverty rate has improved from the early 2010s when it was closer to 30%.
Financial operations and reserves: strong reserves expected to hold in the near-term
The city will maintain a stable financial position over the next several years due to active state oversight and a new management team.
The city ended fiscal 2021 with an available operating fund balance of $19.9 million or 36.5% of operating revenues. Current available
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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fund balance in the General Fund is a six-year high for the city. Since the city issued $6.1 million in deficit financing, eliminating the
negative fund balance position in 2012 and increased property taxes 42.5%, the city has run surpluses continually even through the
pandemic. The city's revenues durning fiscal 2021 proved to be very strong as sales tax revenue came in almost $3 million over budget.
Similarly, property tax revenues were $1.2 million over budget.
Fiscal 2022 operations year-to-date are trending well to budget. The city's property tax collections are strong while spending is down.
The city has improved its overtime scheduling for public safety which created efficiencies and reduced costs. Overall, the city's general
fund will at least be balanced if not run a surplus by the end of the year. The city's utility funds are also trending in line with budget and
are expected to remain self-sufficient.
Outside of the General Fund, the city operates separate water, sewer, and sanitation funds. These funds have been improving over
the past several years specifically the sanitation fund. After a significant increase in 2019, the sanitation fund has had three years of
positive operations. The city's other funds have continued to hold strong especially the water fund which has also benefitted from
annual increases.
Liquidity

The city's liquidity is very strong with an ending fiscal 2021 cash balance of $30.5 million or 55.7% of operating fund revenues. The
city's enterprises funds also have healthy cash balances which have been growing annually.
Institutional framework

New York State provides enhanced oversight of the city, contributing to financial stability. This oversight includes active participation
from the state comptroller and the creation of a state-controlled Debt Service Reserve Fund. The Newburgh Fiscal Recovery Act
allowed the city to issue deficit bonds in 2012, based on the certified amount of deficit fund balance from the comptroller, for the
purpose of liquidating actual deficits in the General, Special Revenue and Capital Projects Funds. The act authorized the comptroller's
office to create a Special Debt Service Reserve Fund (SDSRF) for the purpose of paying debt service on all the city's bonds and notes
(including deficit bonds).
The city deposits all property tax revenues directly into a bank account managed by the comptroller, who retains a fixed portion for
debt service. If necessary, the comptroller has the authority to keep additional property tax revenue, above the fixed ratio, to ensure
available amounts are sufficient to cover debt service. Further, the comptroller may deposit directly into the SDSRF any portion of
state aid due to the city as deemed necessary. Given that the city typically receives its state aid in December, property tax revenue is
expected to be the primary source for timely payment of debt service. The city collects property taxes four times a year and receipts
provide ample coverage for debt service.
New York cities have an institutional framework score 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.
Debt and pensions: Elevated total leverage
The above average direct debt burden of 4.1% of full value will remain elevated as the city addresses its future capital needs. Now that
the city has established healthy operations in the General Fund, it is expected to begin addressing its capital needs and infrastructure
across all operations. The city aims to address their capital needs through grants and low interest loans.
Legal security

Payment of principal and interest on the city's general obligation bonds is backed by the city's faith and credit supported by the city's
authority to levy such ad valorem property taxes as may be necessary to pay the bonds, as limited by New York State’s legislative cap
on property taxes (Chapter 97 (Part A) of the Laws of the State of New York, 2011). The city, as described below, benefits from debt
service set asides in accordance with its deficit financing agreement.
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Debt structure

All debt is fixed rate with 77.8% of principal amortizing within 10 years.
Debt-related derivatives

The city is not party to any interest rate swap or derivative agreements.
Pensions and OPEB

The city's pension and OPEB liabilities together are significantly larger than its debt and represent a potential future credit challenge.
The city participates in two multiple employer cost-sharing pension plans and funds OPEB on a pay-go basis. The table below
summarizes the city's 2021 pension and OPEB contributions and unfunded liabilities.
Exhibit 2
2021

Operating Revenue
Reported Unfunded Pension Liability
Moody's Adjusted Net Pension Liability

$$$
(000)

% of Operating Revenues

54,666

n/a

n/a

6,191

11%

5.90%

Discount Rate

84,057

154%

3.22%

Reported Net OPEB Liability

222,820

408%

2.00%

Moody's Adjusted Net OPEB Liability

201,474

369%

2.52%

48,961

90%

n/a

334,492

611.88%

Net Direct Debt
Debt & unfunded retirement benefits (Moody's adjusted)
Pension Contribution

3,720

6.81%

n/a

OPEB Contribution

5,511

10.08%

n/a

Debt Service

3,612

6.61%

n/a

Total Fixed Costs

12,843

23.49%

n/a

Tread Water Gap

1,837

3.36%

n/a

14,680

26.85%

n/a

Moody's Adjusted Fixed Costs

Note: operating revenues only include the general fund; the utility operations support benefits for its employees
Source: Moody's Investors Service; city financial statements

The city's 2021 pension contribution was less than its tread water payment, the amount required to prevent the unfunded liability
from increasing assuming all plan assumptions are realized. However the surplus is generated was larger than the gap therefore its
operations were still an excess in operations during the fiscal year. To the extent that the multiple-employer pension plans in which the
city participates experience returns on assets that fall short of their assumptions, the city's required pension contribution will increase.
Because it is not pre-funding OPEB benefits as they accrue, which is not permitted under New York State law though changing that
is under discussion in the legislature, the city's OPEB costs will likely escalate as the number of retirees it covers grows and retirees
age. The city's OPEB contributions have grown at a five-year average annual growth rate of 7.5%. Its total OPEB liability as of 2021
was a very high 369% of operating revenues. It should be noted that if total governmental and utility operations were to be included
in revenues (which all support employees receiving the benefit), the OPEB to revenue would decline to a still elevated 263% of total
revenues.
Fiscal 2021 fixed costs, comprised of pensions, OPEB and debt service, represented an elevated 23.5% of operating revenues.

ESG considerations
Environmental
The city's overall environmental issuer profile score is moderately-negative (E-3). While carbon transition, water, natural capital, and
waste and pollution risks are modest, the city is exposed to extreme weather events such as hurricanes and nor’easters. Favorably,
multiple levels of government are engaged in projects related to the resiliency projects to fortify city facilities and vulnerable areas of
the city, such as the riverfront, from future severe weather events.
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Social
The city has moderately negative (S-3) exposure to social risks. The city has an elevated crime rate compared to peers and below
average resident income and wealth indicators. Its education metrics are weaker than peers. The city's population has shown stability
over the past two decades and its median age is younger than the nation. Residents have easy access to basic services and housing is
generally affordable.
Governance
The city's strong governance is reflected in a score of G-1. Given the state oversight of the city's operations for several years, the city's
governance policies are the standard practice of operations. The city also works within a strong state-wide institutional framework
and, along with conservative budgeting, has allowed to city to improve its financial position to strong levels. The city is very prompt in
reporting audited financial statements and budgets but does not publicly provide interim financial statements.
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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 adjustments 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 3
Newburgh
Scorecard Factors and Subfactors

Measure

Score

Economy/Tax Base (30%) [1]
Tax Base Size: Full Value (in 000s)
Full Value Per Capita
Median Family Income (% of US Median)

$1,297,661

A

$46,101

A

74.9%

Outsized Unemployment or Poverty Levels

Baa
Down

Finances (30%)
Fund Balance as a % of Revenues

36.5%

Aaa

5-Year Dollar Change in Fund Balance as % of Revenues

26.7%

Aaa

Cash Balance as a % of Revenues

55.7%

Aaa

5-Year Dollar Change in Cash Balance as % of Revenues

42.5%

Aaa

Other Scorecard Adjustment Related to Finances:

Down

Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x)

Aa

Aa

1.1x

Aaa

3.8%

A

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)

0.9x

A

7.3%

Baa

1.7x

A

Other Scorecard Adjustment Related to Debt and Pensions:

Down
Scorecard-Indicated Outcome

A2

Assigned Rating

A3

[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
Source: Moody's Investors Service; US Census; city financial statements
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