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Rating Boston In 2006
………………………………………………………………………………………………………

Boston receives high marks but constraints cited.

The City of Boston retained its double A bond rating for its $80 million General Obligation (GO) bond issue in January.  Boston receives credit ratings for its bond issues from Moody’s Investors Service (Aa1), Standard & Poors (AA) and Fitch Ratings (AA).  The credit reports from these rating agencies give the City high marks for its track record of managing through different economic cycles with positive results.  Positive factors include:

· Strong management with tight expenditure controls and conservative revenue estimates

· Sound financial position with healthy reserves

· Manageable debt burden with prudent debt policies

· Substantial and diverse economic base  

Boston’s economic tax base of $74.7 billion was touted as having doubled in value over the past seven years.  Statutory reserves were reported at 7.7% of operating expenditures.

Constraining factors that will put pressure on future Boston budgets were also cited and  include:

· An environment of slower revenue growth from state aid 

· Escalating employee health care costs

· An unfunded pension liability of     $2.077 billion in 2005 with a funded ratio of 63.3% 

· Uncertainty surrounding the future costs of energy and new employee contracts

· The looming obligation for retiree health care liabilities 

These issues and recommendations for action have been the focus of Research Bureau reports released in 2005 and 2006.

GO bonds of $80 million were sold by the City to finance various capital projects in January 2006.  Bank of America Securities LLC was the winning bidder of nine bids received.  The bonds were sold at a True Interest Cost (TIC) of 3.88%.  

Boston Municipal Research Bureau ( www.bmrb.org
