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Summary:

Willard, Missouri; Appropriations

Credit Profile

US$3.62 mil certs of part (Combined Waterworks And Sewerage Sys Proj) ser 2018 dtd 04/12/2018 due 05/01/2043

Long Term Rating A/Stable New

Willard (MO parks & recre proj)

Long Term Rating A/Stable Affirmed

Rationale

S&P Global Ratings assigned its 'A' long-term rating to Willard, Mo.'s series 2018 certificates of participation (COPs).

At the same time, we affirmed our 'A' rating on the city's existing lease appropriation debt. The outlook is stable.

The bonds are secured by lease-rental payments made by the city, as lessee, to Commerce Bank, as lessor. We rate

these obligations one notch lower than the city's general creditworthiness to account for the appropriation risk

associated with the lease payment. The city has pledged its best efforts to seek appropriations annually out of its

operating budget, and has considered the affordability of the lease payment in its long-term plans. We considered the

affordability and likelihood of the lease payment, which is reflected in the appropriation rating and in our view of the

city's general creditworthiness. In our view, the lease features and terms are standard with no unusual risks regarding

timely payment of debt. There is no abatement or construction risk. Proceeds from the sale of the 2018 certificates will

be used for water and sewer improvements.

The rating reflects our view of the city's:

• Weak economy, with projected per capita effective buying income (EBI) at 73.4% and market value per capita of

$46,791, that is gaining advantage from access to a broad and diverse metropolitan statistical area (MSA);

• Strong management, with "good" financial policies and practices under our Financial Management Assessment

(FMA) methodology;

• Strong budgetary performance, with operating surpluses in the general fund and at the total governmental fund level

in fiscal 2016;

• Very strong budgetary flexibility, with an available fund balance in fiscal 2016 of 79% of operating expenditures;

• Very strong liquidity, with total government available cash at 1.6x total governmental fund expenditures and 12.3x

governmental debt service, and access to external liquidity we consider strong;

• Very weak debt and contingent liability position, with debt service carrying charges at 12.6% of expenditures and

net direct debt that is 252.6% of total governmental fund revenue; and

• Adequate institutional framework score.
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Weak economy

We consider Willard's economy weak. The city, with an estimated population of 5,932, is in Greene County,

approximately six miles north of Springfield. It is in the Springfield MSA, which we consider to be broad and diverse.

The city has a projected per capita EBI of 73.4% of the national level and per capita market value of $46,791. Overall,

market value grew by 7.8% over the past year to $277.6 million in 2017. The county unemployment rate was 3.8% in

2016.

Willard is primarily residential with the majority of its citizens commuting into the greater MSA for employment.

Recent economic developments include a Missouri Department of Transportation sponsored four-lane highway

project, which will expand freeway access between Springfield and Willard. The city expects additional development

along the highway due to anticipated increases in traffic counts. While we anticipate market value growth over the

next two years, we expect the economy to remain weak.

Strong management

We view the city'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.

We revised the FMA to "good" from "standard" based on the city's adoption of long-term financial and capital plans.

In developing the budget, management uses at least five years of historical data, outside data sources, and line-item

estimates. The board receives monthly budget-to-actual reports and budget amendments can be done as necessary

throughout the year. The city has a long-term financial forecast and capital improvement plan that covers the budget

year plus five additional years. It has an investment management policy but not a debt policy. The board receives

monthly cash/investment holdings reports. Its informal general fund reserve target is 25% of expenditures, which it

has chosen for emergency contingencies.

Strong budgetary performance

Willard's budgetary performance is strong, in our opinion. The city had operating surpluses of 10.5% of expenditures in

the general fund and 22.0% across all governmental funds in fiscal 2016. Our assessment accounts for the fact that we

expect budgetary results could deteriorate somewhat from 2016 results in the near term.

Management expects about a $443,000 (18%) general fund deficit due to one-time capital expenditures in 2017. The

city expects additional general fund deficits in 2018 and 2019, about $150,000 in each year, due to planned street

improvements and other one-time capital expenditures. Management indicates that the city's plan is to rebuild

reserves following this period of capital spending. Adjusting for future one-time capital expenditures, and based on the

city's prior history of positive operations across the general fund and total governmental funds, we expect budgetary

performance to remain strong.

Major general fund revenue sources include sales taxes (47%), franchise taxes (16%), motor vehicle taxes (11%) and

property taxes (10%). In evaluating its budgetary performance, we adjusted the recurring transfer from the general

fund to the park fund to be treated as an expenditure.
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Very strong budgetary flexibility

Willard's budgetary flexibility is very strong, in our view, with an available fund balance in fiscal 2016 of 79% of

operating expenditures, or $1.4 million. We expect the available fund balance to remain above 30% of expenditures for

the current and next fiscal years, which we view as a positive credit factor.

Due to planned capital expenditures, management expects reserves to decline to about $941,000 in 2017. Because of

additional planned capital expenditures, it expects available reserves to decline by another $150,000 in both fiscal

years 2018 and 2019, resulting in available reserves of approximately $641,000 (37% of 2016 expenditures).

Management indicates that it plans to rebuild reserves after fiscal 2019. Despite the planned drawdowns, we expect

reserves to continue at a level we consider very strong. However, should reserves draw below $500,000, a level we

consider low on a nominal basis, there could be downward pressure on the rating.

Very strong liquidity

In our opinion, Willard's liquidity is very strong, with total government available cash at 1.6x total governmental fund

expenditures and 12.3x governmental debt service in 2016. In our view, the city has strong access to external liquidity

if necessary.

The city privately placed its series 2014 refunding COPs with about $1.7 million currently outstanding. The financing

terms of the 2014 COPs do not include any material nonstandard liquidity risks. The city has strong access to external

liquidity, in our opinion, because it has issued appropriation debt within the last 20 years and due to the strengths in its

credit profile.

Very weak debt and contingent liability profile

In our view, Willard's debt and contingent liability profile is very weak. Total governmental fund debt service is 12.6%

of total governmental fund expenditures, and net direct debt is 252.6% of total governmental fund revenue.

The city has no plans for additional debt over the next two years. It has no variable-rate debt outstanding.

Willard's pension contributions totaled 2.7% of total governmental fund expenditures in 2016. The city made its full

annual required pension contribution in 2016.

The city participates in the Missouri Local Government Employees Retirement System (LAGERS), an agent

multiemployer pension plan. It pays the full actuarially determined contribution to the plan each year. In 2016, the plan

was 99.2% funded and the city's net pension liability was $11,000. The city does not provide other postemployment

benefits.

Adequate institutional framework

The institutional framework score for Missouri municipalities is adequate.

Outlook

The stable outlook reflects our expectation that Willard will maintain very strong available reserves and above the

level we consider low on a nominal basis ($500,000). It also reflects the city's strong budgetary performance and

management and its very strong liquidity. We do not expect to change the rating within the two-year outlook period.
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Downside scenario

We could lower the rating if available reserves declined and were expected to be sustained below $500,000.

Upside scenario

We could raise the rating if economic indicators improved to a level commensurate with higher rated peers.

Related Research

• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013

• Alternative Financing: Disclosure Is Critical To Credit Analysis In Public Finance, Feb. 18, 2014

• Incorporating GASB 67 And 68: Evaluating Pension/OPEB Obligations Under Standard & Poor's U.S. Local

Government GO Criteria, Sept. 2, 2015

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,

have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such criteria.

Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings information is

available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating action can be found

on the S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the

left column.
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