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Summary:

Kirksville, Missouri; Appropriations

Credit Profile

US$8.495 mil certificates of participation (Aquatic Ctr Proj) ser 2020 due 09/01/2032

Long Term Rating A+/Stable New

Rationale

S&P Global Ratings assigned its 'A+' long-term rating to Kirksville, Mo.'s series 2020 certificates of participation

(COPs). The outlook is stable.

Security and use of proceeds

Lease rental payments by the city, as lessee, to the bond trustee, as lessor, secure the COPs. We rate the city's COPs

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 council approval to extend the term lease annually until the

COPs mature, and it considers the affordability of lease payments in its long-term plans. We consider the affordability

and likelihood of the lease payment, reflected in the rating on the COPs and our view of the city's general

creditworthiness. In our opinion, lease features and terms are standard with no unusual risks regarding timely debt

payment.

The city will use series 2020 COP proceeds to renovate, expand, furnish, equip, and construct additions to the city's

aquatic center.

Credit overview

The city benefits from the stabilizing presence of Truman State University and A.T. Still University, which we believe

somewhat suppresses some of the city's economic metrics. The stability of the city's economic base, as well as

management's strong financial management policies and practices, have helped the city maintain stable operations as

well as very strong reserves and liquidity.

The rating further reflects our view of the city's:

• Weak economy, with market value per capita of $46,458 and projected per capita effective buying income at 59.2%,

but that is benefitting from a local stabilizing institutional influence;

• Very strong management, with strong financial policies and practices under our Financial Management Assessment

methodology;

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

in fiscal 2018;

• Very strong budgetary flexibility, with an available fund balance in fiscal 2018 of 71% of operating expenditures;

• Very strong liquidity, with total government available cash at 133.8% of total governmental fund expenditures and

9.6x governmental debt service, and access to external liquidity we consider strong;
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• Strong debt and contingent liability position, with debt service carrying charges at 14.0% of expenditures and net

direct debt that is 64.7% of total governmental fund revenue, as well as low overall net debt at less than 3% of

market value and rapid amortization, with 68.4% of debt scheduled to be retired in 10 years; and

• Adequate institutional framework score.

Weak economy

We consider Kirksville's economy weak. The city, with an estimated population of 17,437, is located in Adair County.

The city benefits, in our view, from a stabilizing institutional influence. The city has a projected per capita effective

buying income of 59.2% of the national level and per capita market value of $46,458. Overall, the city's market value

grew by 6.1% over the past year to $810.1 million in 2019. The county unemployment rate was 3.5% in 2018.

Located in northeastern Missouri, the city serves as a regional hub for much of the surrounding area, including a small

portion of southern Iowa. Additionally, it is home to Truman State University (with roughly 6,100 students and 759

employees), and A.T. Still University (3,200 students, 703 employees), which we view as stabilizing institutions. Recent

industrial and commercial expansions have spurred employment growth and increased the demand for housing.

Consequently, officials report that three new subdivisions are scheduled to begin construction within the next year,

bringing a total of roughly 100 new homes on the market. Given the area's on-going development we anticipate that

the city's assessed value will continue to increase; however, we do not anticipate that our view of the economy will

change materially within the next few years.

Very strong management

We view the city's management as very strong, with strong financial policies and practices under our Financial

Management Assessment methodology, indicating financial practices are strong, well embedded, and likely

sustainable.

Highlights of the city's financial management policies and practices include the use of historical data as well as

consultations with a number of outside sources to develop financial projections, monthly reporting to the council on

budget-to-actual performance, maintenance of detailed long-term financial and capital improvement plans,

maintenance of a formal debt management policy, and adherence to a formal reserve policy to maintain a minimum of

17% of expenditures on hand. Although the city maintains a formal investment policy, it does not report holdings to

the council outside of the annual audit.

Strong budgetary performance

Kirksville's budgetary performance is strong in our opinion. The city had operating surpluses of 20% of expenditures in

the general fund and of 12.6% across all governmental funds in fiscal 2018. Our assessment accounts for the fact that

we expect budgetary results could deteriorate somewhat from 2018 results in the near term.

The city has a diverse revenue stream with 38.5% of fiscal 2018 general fund revenues stemming from sales taxes,

19.5% from franchise taxes, and 12.7% from property taxes. We note that we have made a number of adjustments to

the city's financial data in order to better analyze its typical operations and facilitate comparisons with those of its

peers. For instance, we have treated recurring transfers into and out of the general fund as revenue and expenditures,

respectively, and have adjusted for one-time grant and capital lease proceeds and the expenditures which they funded.
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As such, we note that the city has maintained strong, stable operations, posting general and total government surplus

in each of the last three audited years.

The amended 2019 budget features a roughly $413,000 operating deficit in the general fund; however, officials report

that revenues are coming in above projections and that a number of budgeted capital projects will likely not be

completed and encumbered until fiscal 2020. Consequently, officials anticipate finishing the year with closer to

break-even operations. The fiscal 2020 budget features a nearly $2.2 million general fund deficit, which officials report

includes conservative projections. Given the city's history of stable operations and strong budget-to-actual

performance, we anticipate that the city will maintain largely strong budgetary performance for the foreseeable future.

Very strong budgetary flexibility

Kirksville's budgetary flexibility is very strong, in our view, with an available fund balance in fiscal 2018 of 71% of

operating expenditures, or $6.1 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.

Despite the city's budgeted deficits, we anticipate that its reserves will remain very strong.

Very strong liquidity

In our opinion, Kirksville's liquidity is very strong, with total government available cash at 133.8% of total

governmental fund expenditures and 9.6x governmental debt service in 2018. In our view, the city has strong access to

external liquidity if necessary.

Liquidity includes roughly $20.2 million in cash and equivalents in the governmental and business-type funds at fiscal

year-end 2018. We believe the city's recent issuance of revenue bonds and capital leases demonstrates its strong

access to external liquidity. The city plans to address a number of capital needs with cash on hand over the next few

years. Despite these planned draw downs, we anticipate that the city's liquidity will remain very strong. The city is not

party to any privately placed or direct purchase agreements that pose a risk to the city's liquidity, in our opinion.

Strong debt and contingent liability profile

In our view, Kirksville's debt and contingent liability profile is strong. Total governmental fund debt service is 14.0% of

total governmental fund expenditures, and net direct debt is 64.7% of total governmental fund revenue. Overall net

debt is low at 2.4% of market value, and approximately 68.4% of the direct debt is scheduled to be repaid within 10

years, which are in our view positive credit factors.

Officials have no plans to issue additional debt, and therefore we do not anticipate that the city's debt profile will

change materially within the next few years.

Kirksville's pension contributions totaled 4.9% of total governmental fund expenditures in 2018. The city made its full

annual required pension contribution in 2018. We do not view the city pension and OPEB liabilities as a source of

credit pressure given our opinion of the pension plan's strong funding and the city's lack of OPEB obligations.

As of Dec. 31, 2018, Kirksville participated in the Missouri Local Government Employees Retirement System

(LAGERS), which is 102.8% funded with a proportional share of the net pension asset equal to $760,595.

The city funds 100% of its actuarially determined contribution, and fiscal 2018 actual contributions exceeded our view
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of both static funding and minimal funding progress. We note that the LAGERS discount rate of 7.25% and level

percent amortization method could lead to contribution volatility. Despite this, the plan's high funded status

significantly mitigates the risks of the city's costs increasing significantly.

Adequate institutional framework

The institutional framework score for Missouri municipalities is adequate.

Outlook

The stable outlook reflects our expectation that the city will maintain stable operations and very strong reserves for the

foreseeable future. Consequently, we do not anticipate changing the rating within the two-year outlook horizon.

Upside scenario

If the city were to maintain strong operations and thereby build and maintain its reserves above 75% of expenditures,

we could consider raising the rating.

Downside scenario

If the city's budgetary performance were to deteriorate, thereby materially reducing the city's reserve position, we

could consider lowering the rating.

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