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Smithtown Special Library District, NY (Aaa stable) benefits from a sizeable and wealthy
tax base on Long Island. The district's local economy will remain stable due to ongoing
modest development and its proximity to major job markets. The district's financial position
has grown annually since fiscal 2014 and is expected to remain very strong due to active
management of operations. The overall debt burden of the library district is low and will
remain low with minimal plans to issue debt in the near-term.
On June 13 we upgraded the district's issuer and GOLT ratings to Aaa from Aa2; outlook is
stable.
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» Strong legal provisions between DASNY and district for existing debt

Credit challenges
» Lower reserve position relative to revenues compared to similarly rated peers
» Property tax levy guaranteed by entity rated lower than the district, Suffolk County (Baa1
stable)

Rating outlook
The stable outlook reflects the expectation that through conservative budgetary practices,
rapid amortization of existing debt, and limited capital plans, the district will continue to
grow and maintain its reserve position at a level consistent with the rating category.

Factors that could lead to an upgrade
» Not applicable

Factors that could lead to a downgrade
» Significant depletion of reserve position
» Substantial increases to fixed costs
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Key indicators
Exhibit 1
Smithtown Special Library District

2014

2015

2016

2017

2018

$18,450,585

$17,803,233

$18,729,730

$19,486,703

$18,619,057

Economy/Tax Base
Total Full Value ($000)
Population

118,337

118,373

118,038

117,863

117,863

$155,916

$150,399

$158,675

$165,334

$157,972

190.8%

192.2%

192.8%

195.3%

199.5%

$13,311

$13,686

$13,905

$14,384

$14,737

Fund Balance ($000)

$2,572

$2,684

$3,899

$5,302

$6,488

Cash Balance ($000)

$3,040

$3,486

$4,464

$6,003

$7,104

Fund Balance as a % of Revenues

19.3%

19.6%

28.0%

36.9%

44.0%

Cash Balance as a % of Revenues

22.8%

25.5%

32.1%

41.7%

48.2%

Net Direct Debt ($000)

$16,655

$15,825

$13,945

$13,065

$12,140

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

$13,053

$15,021

$16,323

$18,283

$17,600

0.1%

0.1%

0.1%

0.1%

0.1%

Full Value Per Capita
Median Family Income (% of US Median)
Finances
Operating Revenue ($000)

Debt/Pensions

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

1.3x

1.2x

1.0x

0.9x

0.8x

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

0.1%

0.1%

0.1%

0.1%

0.1%

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

1.0x

1.1x

1.2x

1.3x

1.2x

Sources: Moody's Investors Service; audited financial statements; U.S. Census Bureau

Profile
Smithtown Special Library District is nearly coterminous with the Town of Smithtown (Aaa), which is located approximately 45 miles
east of New York City (Aa1 stable). The district is comprised of four library branches.

Detailed credit considerations
Economy and tax base: large, affluent tax base located on Long Island
The district will continue to benefit from its large, affluent tax base which is expected to remain stable in the near-term. The tax base
is sizeable at $18.6 billion and mainly residential with no material development within the district boundaries. The district's tax base,
while experiencing tax base fluctuations over the past few years, has remained generally level over since declining annually beginning in
2009. The district's tax base will continue to remain sizable with ongoing development.
Residential income indices are also strong with median family income in the district at 200% of the U.S. rate, using the town of
Smithtown as a proxy. Additionally unemployment in the area as of April 2019 is low at 2.8%, below the state and national rates of
3.6% and 3.3% respectively.
Financial operations and reserves: stable operating history supports strong reserves
Reserves are anticipated to remain healthy as a result of the district's conservative budgetary practices. Fiscal 2018 general fund
operations resulted in a $1.2 million surplus, the third consecutive year in which revenues have outpaced expenditures by more than $1
million. As a result, available fund balance increased to $6.4 million, equivalent to a healthy 43.6% of revenues. The district's current
reserve levels are at a six-year high generated through annually operating surpluses for the past few years. The district's operations are
mainly supported by property taxes, accounting for almost 97% of fiscal 2018 revenues. Expenditures are mainly comprised of salaries
and employee benefits and have grown at a reasonable pace.

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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The fiscal 2019 budget is tracking well to operations and the district anticipates further growing its reserves by approximately
$800,000 by fiscal year end.
LIQUIDITY

The district's cash position is expected to remain strong. Net cash for the district totaled $6.8 million or 46% of operating revenues.
Debt and pensions: minimal debt burden and manageable fixed costs
The district's debt burden is expected to remain low as the district's $12.1 million in outstanding general obligation limited tax debt will
be fully amortized within ten years and there are no near-term plans for further issuances. The district's outstanding debt is equivalent
to just 0.1% of full value.
DEBT STRUCTURE

All of the district's debt is fixed-rate with 100% of principal maturing within ten years.
A collection agreement between the district and Town of Smithtown provides a strong mechanism by which the property tax levy
ultimately flows to bondholders. The tax levy for repayment of the bonds was approved by voters at the time of original issuance, and
is authorized for the lifetime of the bonds.
The district's tax levy is collected by the Town of Smithtown and remitted to the district. Under the agreement, the town will remit the
district's levy directly to the trustee. Thus, the loan repayments will flow directly to bondholders via the trustee until the debt service
requirement is met.
Additionally, shortfalls in the levy collection are guaranteed in full by Suffolk County (Baa1 stable).
Based on historical property tax receipts, the district anticipates debt service for the entire calendar year to be fully funded by the third
week of January of each fiscal year (ending December 31).
DEBT-RELATED DERIVATIVES

The district is not party to any interest-rate swap or derivative contracts.
PENSIONS AND OPEB

The district's pension liability will remain manageable. The district participates in the New York State and Local Employees’ Retirement
System (ERS), a multi-employer, defined benefit retirement plan sponsored by the State of New York (Aa1 stable). For fiscal 2018,
employer contributions to the plan totaled $869,000, or a modest 6.2% of operating revenues. The district's three-year average
adjusted net pension liability, under Moody's methodology for adjusting reported pension data, is $17.6 million, or 1.2 times operating
revenues. Moody's uses the adjusted net pension liability to improve comparability of reported pension liabilities. The adjustments
are not intended to replace the district's reported liability information, but to improve comparability with other rated entities. We
determined the district's share of liability for the state-run plan in proportion to its contribution to the plan.
The district provides other post employment benefits (OPEB) to retirees, the cost of which will remain manageable given the financing
of OPEB on a pay-go basis. Fiscal 2018 OPEB contributions of $1.1 million accounted for 7.4% of operating revenues. Total fixed costs,
included debt service and pension and OPEB contributions is moderate at 24% of operating revenues in fiscal 2018.
Management and governance: strong institutional framework; proactive management
Management plans to continue growing its reserve position, aided by conservative budgetary practices and low debt burden.
New York Library Districts have an Institutional Framework score of “Aa”, which is high. New York Library Districts 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. Unpredictable revenue fluctuations tend to be minor, or under
5% annually. Across the sector, fixed and mandated costs are generally less than 25% of expenditures. Unpredictable expenditure
fluctuations tend to be minor, under 5% annually.

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
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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 2
Smithtown Special Library District
Rating Factors

Measure

Economy/Tax Base (30%)

Score

[1]

Tax Base Size: Full Value (in 000s)

$18,619,057

Aaa

$157,972

Aaa

199.5%

Aaa

Fund Balance as a % of Revenues

44.0%

Aaa

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

23.6%

Aa

Cash Balance as a % of Revenues

48.2%

Aaa

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

24.8%

Aa

Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)

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

Aa

Aa

1.0x

Aa

0.1%

Aaa

0.8x

A

0.1%

Aaa

1.2x

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)
Notching Factors:

[2]

Unusually Strong or Weak Security Features

Up
Scorecard-Indicated Outcome

Aaa

Assigned Rating

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 dated December 16, 2016.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs Updated for 2019 publication
Sources: Moody's Investors Service; audited financial statements; U.S. Census Bureau
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