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Nutley (Township of) NJ

Update to credit analysis

Summary

The Township of Nutley, Nj {Aa2) is well positioned due to its strong and stable reserves,
above-average resident wealth and income, favorable location near New York City (Aa2
stable), and modest debt and pension burden. The township is slightly pressured by a
somewhat above-average, for the rating category, reliance on state aid. This is due to the
township receiving money from the state to compensate for the loss of a major taxpayer,
Hoffman LaRoche.

Credit strengths
» Above-average resident wealth and income
» Favorable location near job centers in northern and central New Jersey (A3 stable)

» History of stable financial management

Credit challenges

» Above-average reliance on state aid for the rating category

Rating outlook
Outlooks are not usually assigned to ratings with this level of debt outstanding.

Factors that could lead to an upgrade
» Substantial growth in the township's tax base and resident wealth and income

» Reduced reliance on state aid

Factors that could lead to a downgrade

» Material deterioration of the tax base and resident wealth and income

» Deterioration of finances leading to reduced reserve position
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Key indicators

Exhibit 1

Mutley (Township of) NJ 2012 2013 2014 2015 2016
Economy/ Tax Base

Tota Rull Value ($000) $3,826,627  $3,720,203  $3,633,584 $3,574,837  $3,649.463
Population 28,326 28,437 28,551 28,596 28,586
Full Value Per Capita $135,092 $130,823 $127,266 $125,012 $127,666
Median Family Income (% of USMedian) 158.0% 159.3% 160.0% 158.8% 161.3%
Fnances

Operating Revenue ($000) $45,639 $46,654 $49,585 $50,921 $51,933
Fund Balance ($000) $12,240 $13,807 $15,159 $15,338 $16,242
Cash Balance ($000) $13,611 $20,182 $21,592 $22,384 $27,265
Fund Balance as a % of Revenues 26.8% 28.6% 30.6% 30.1% 31.3%
Cash Balance as a % of Revenues 29.8% 43.3% 43.5% 44.0% 52.5%
Debt/Pensions

Net Direct Debt ($000) $8,730 $10,307 $8,657 $7,002 $16,484
3-Year Average of Moody's ANFL ($000) $64,510 $72,650 $83,670 $97,613 $110,919
Net Direct Debt / Operating Revenues (x) 0.2x 0.2x 0.2x 0.1x 0.3x
Net Direct Debt / Full Value (%) 0.2% 0.3% 0.2% 0.2% 0.5%
Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 1.4x 1.6x 1.7x 1.9x 2.1x
Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 1.7% 2.0% 2.3% 2.7% 3.0%

Sources: Moody's Investors Service and Nutley

Profile
Nutley is located in Essex County (Aa1 stable). It has a population of approximately 28,500

Detailed credit considerations

Economy and Tax Base: Above-average wealth tax base shows signs of stabilizing

The township's tax base will remain stable given its access to employment opportunities in the New York City area and above-average
resident wealth and income. Nutley, located 11 miles west of New York City, is largely residential with a substantial commercial base.
The $3.7 billion tax base benefits from above-average resident wealth and income with a median family income equal to 161.3% of
the national median. After showing steady declines from 2008 through 2016 (inclusive) the tax base has grown the past two years,
resulting in a five-year compound annual decline for the equalized value of 0.6%. The decline in the tax base, though apparently typical
for much of northern New Jersey, is actually somewhat different from the norm, as it was largely driven by the loss of the township's
largest taxpayer, Hoffman La Roche. The Hoffman La Roche campus is currently subject to a large, ongoing tax appeal and is being
parceled out for redevelopment, most notably, for the new Hackensack Meridian School of Medicine at Seton Hall University. The
township has a reserve in place to deal with the settlement of the tax appeal

The base is largely built out with only a modest amount of vacant land. Management reports a considerable amount of redevelopment,
most notably in the mixed use space.

Finances Operations and Reserves: Strong finances with healthy reserves

The township's financial position will remain strong in the medium term as management continues to budget conservatively. Current
Fund balance increased in 2016 to $6.4 million, or 12.3% of revenues from $6 million, or 11.7% of Current Fund revenues in 2015.
Moody's makes certain adjustments to New Jersey local governments' fund balances to include receivables and reserves that would be
eligible to be included in fund balance under GAAP accounting but are excluded as a result of state statutory accounting regulations.

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 township's Moody's-adjusted Current Fund Balance increased to $16.2 million (31.3%) in 2016 from $15.3 (301%) in 2015. Since
2011, reported fund balance is up 8% while adjusted fund balance is up 38%. The increase is due to successfully balancing expense and
revenue growth. Since 2011, revenues are up 14% while expenditures are only up 13%.

The township's fixed costs including debt service, pensions, and OPEB are average for the nation and below-average in New Jersey, at S
$8.6 million, or 16.4% of revenues.

Nutley's revenue blend is somewhat unusual and a source of mild pressure. The largest source, property taxes, accounts for 75%

of revenue, well in line for New Jersey municipalities. Regular state aid accounts for a modest 51% of revenues but "replacement
revenue,” a form of transitional state aid designed to assist communities which have lost major taxpayers, accounts for 10.6% of
revenues, meaning total state aid is elevated for the rating category at 15.7% of revenues. It should be noted that unlike traditional
transitional aid, the replacement revenue does not indicate financial distress; its purpose is to temporarily cover the shortfall and
prevent a tax shock to the rest of the community.

LIQUIDITY
The township's liquidity is strong. In 2016 the township ended with Current Fund cash of $27.3 million, or 52.5% of revenues. Cash

stays strong even after netting out an interfund payable of $10.6 million.

Debt and Pensions: Low debt with slightly above-average pension burden
The debt burden will remain moderate for the medium term as the township has only limited plans to issue debt. Post-sale, the net
direct debt is equal to 0.3% of equalized value.

DEBT STRUCTURE
All of the township's long-term debt is fixed rate.

DEBT-RELATED DERIVATIVES
The township has no derivative exposure.

PENSIONS AND OPEB

Nutley has a slightly above-average defined-benefit pension burden, based on its share of two cost-sharing plans administered by the
state. Moody's adjusted net pension liability (ANPL) for the township, under our methodology for adjusting reported pension data, is
$130.3 million, or an above-average 2.51 times Current Fund revenues. The township's 2016 contribution to the retirement system was
$2.4 million for the Police and Fire Retirement System and $11 million for the Public Employees' Retirement System (PERS). Moody's
ANPL reflects certain adjustments we make to improve comparability of reported pension liabilities. The adjustments are not intended
to replace the township's reported liability information, but to improve comparability with other rated entities.

Governance
Nutley has a history of conservative budgeting and long-term planning as demonstrated by its consistently positive financial

performance.

New Jersey Cities have an Institutional Framework score of Aa, which is high compared to the nation. Institutional Framework scores
measure a sector's legal ability to increase revenues and decrease expenditures. The sector's major revenue sources are subject to a cap
which can be overridden with voter approval only. However, the cap of 2% still allows for moderate revenue-raising ability and excludes
debt service, pensions, and certain health care costs. Unpredictable revenue fluctuations tend to be minor, or under 5% annually.
Across the sector, fixed and mandated costs are generally greater than 25% of expenditures. Unpredictable expenditure fluctuations
tend to be minor, under 5% annually. The state has public sector unions, which can limit the ability to cut expenditures.

#

3 5 April 2018 Nutley {Township of) NJ: Update to credit analysis



MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

© 2018 Moody's Corporation, Moody's Investors Setvice, Inc, Moody's Analytics, Inc, and/or their licensors and affiliates {collectively, "MOODY'S"), Al rights reserved

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS") ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY'S PUBLICATIONS MAY INCLUDE MOGDY'S CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY

MAY NOT MEET ITS CONTRACTUAL, FINANCIAL ORLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS

DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOQDY'S
OPINIONS INCLUDED [N MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT MOODY'S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE
MODEL-BASED ESTIMATES OF CREDI RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE GR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT
PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR [MOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH THE EXPECTATION
AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF FACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE

MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS OR MGODY'S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW,
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED
OR RESOLD, OR STORED FOR SURSFQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT

CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES
AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK

Allinformation contained herein is obtained by MOODY'S from sources believed by it to be accurate and celiable Because of the possibility of human or mechanical error as weill
as other factors, however, all information contained herein is provided "AS IS" without warranty of any kind MOODY'S adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources However,
MOODY'S is not an auditar and cannot in every instance independently verify or validate information received in the rating process or in preparing the Moody's publications

To the extent permitted by law, MOODY'S and its diteclors, officers, employees, agents, represenlatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from ot in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY'S

[0 the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licetsars and suppliets disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the
avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY'S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information

NO WARRANTY, EXPRESS GR IMPLIED, AS 1O THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER

Moody's Investors Service, Inc, a wholly-owried credit rating agency subsidiary of Moody's Corporation (*"MCO"), hereby discloses that most issuers of debt securities (including
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc.have, prior ta assignment of any rating,
agreed to pay to Moody's Investors Service, Inc. for appraisal and rating services rendered by it fees ranging from $1,500 to approximately $2,500,000 MCO and MIS also maintain
policies and procedures 1o address the independence of MIS's ratings and rating processes Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Investor Relations — Corparate Governance — Director and Shareholder Affiliation Policy "

Additional terms for Austialia only: Any publication into Austialia of this document is pursuant Lo the Australian Financial Services lLicense of MOODY'S affiliate, Moady's Investors
Service Ply Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analylics Australia Ply Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended

to be provided only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001, Ry continuing to access this document from within Australia, you
represent to MOODY'S that you ae, or are aceessing the document as a representative of, a "wholesale chient” and that neither you nor the entity you represent witl directly or
indirectly dissemninate this document or its contents to "retail clients” within the meaning of section 761G of the Corporations Act 2001 MOODY'S credit rating is an opinion as

10 the creditworthiness of a debt obligation of the issuer, not on the equily securities of the issuer or any form of security that is available to retail investors It would be reckless
and inappropriate for retail inveslors Lo use MOODY'S credit ralings or publications when making an investment decision. if in doubt you should contact your financial or other
professional adviser

Additional terms for Japan only: Moody's Japan KK ("MJKK") is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G K, which is wholly-owned by Moody's
Overseas Holdings Inc , a wholly-owned subsidiary of MCO_Moody's SF Japan K K {*MSFJ") is a wholly-owned credit rating agency subsidiary of MJKK- MSF] is not a Nationally
Recognized Statistical Rating Organization ("NRSRO"). Therelore, credit ratings assigned by MSF) are Non-NRSRQ Credil Ratings. Non-NRSRO Ciedit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under 1 5. laws. M|KK and MSF] are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MJKK or MSFJ (as applicable) have, ptior to assignment of any rating, agreed to pay Lo MJKK or MSF] (as applicable) for appraisal and rating seivices rendered by it fees
ranging from JPYZ00,000 to approximately JPY350,000,000

MJKK and MSF] also maintain policies and procedures to address Japanese regulatory requirements

REPORT NUMBER 1119135

4 5 April 2018 Nutley (Township of) NJ: Update to credit analysis



MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

CLIENT SERVICES

Americas 1-212-553-1653

Asia Pacific 852-3551-3077

Japan 81-3-5408-4100

EMEA 44-20-7772-5454
Mooby’s

INVESTORS SERVICE

5 5 April 2018 Nutley (Township of)} NJ: Update to credit analysis



Mooby’s

INVESTORS SERVICE
Rating Action: Moody's assigns Aa2 to Nutley's (NJ) GOULT bonds

Global Credit Research - 05 Apr 2018

New York, April 05, 2018 -- Moody's Investors Service has assigned a Aa2 to the Township of Nutley, New
Jersey's $6.8 million General Bonds of 2018. Moody's maintains the Aa2 rating on the township's outstanding
GO debt.

RATINGS RATIONALE

The AaZ2 rating reflects the township's strong and stable reserves, above-average resident wealth and income,
favorable location near New York City (Aa2 stable) and modest debt and pension burden. The rating also
reflects the somewhat above-average for the rating category reliance on state aid.

RATING OUTLOOK

Outlooks are not usually assigned to ratings with this level of debt outstanding.
FACTORS THAT COULD LEAD TO AN UPGRADE

-Substantial growth in the township's tax base and resident wealth and income
-Reduced reliance on state aid

FACTORS THAT COULD LEAD TO A DOWNGRADE

-Material deterioration of the tax base and resident wealth and income
-Deterioration of finances leading to reduced reserve position

LEGAL SECURITY

Debt service on the bonds is secured by the township's general obligation unlimited ad valorem tax pledge.
USE OF PROCEEDS

Proceeds from the bonds will be used to finance various capital projects throughout the township, most notably
road and sidewalk projects.

PROFILE
Nutley is located in Essex County (Aa1 stable). It has a population of approximately 28,500.
METHODOLOGY

The principal methodology used in this rating was US Local Government General Obligation Debt published in
December 2016. Please see the Rating Methodologies page on www.moodys.com for a copy of this
methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms



have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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