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Credit Profile

US$8.29 mil GO rfdg bnds ser 2020 due 06/01/2030

Long Term Rating AA-/Stable New

Gibson Cnty GO (ASSURED GTY)

Long Term Rating AA/Stable Affirmed

Gibson Cnty GO

Long Term Rating AA-/Stable Affirmed

Rating Action

S&P Global Ratings assigned its 'AA-' rating and stable outlook to Gibson County, Tenn.'s roughly $8.29 million series

2020 general obligation (GO) refunding bonds and affirmed its 'AA-' rating, with a stable outlook, on the county's

existing GO debt.

Revenue from an unlimited ad valorem tax levied on all taxable property within the county secures the bonds.

Officials intend to use series 2020 bond proceeds to refund the county's bonds outstanding for interest-cost savings

with no maturity extension on any existing schedules.

Credit overview

The scope of economic and financial challenges posed by COVID-19 on the county remains unknown. However, since

property taxes; charges for services; and state revenue are the county's primary revenue sources, with local-option

taxes accounting for less than 2%, we think management is well positioned to navigate COVID-19 and the related

recession's possible effect on the county due to strong available reserves, coupled with the presence of stable

employers and taxpayers. While our outlook generally covers up to two years, we consider the next six months to 12

months critical when evaluating COVID-19's effect on county revenue and corresponding expenditure adjustments.

Therefore, rating stability will depend on the county's adjusting for potential midyear revenue changes and any

lingering COVID-19-related financial and economic effects.

The rating reflects our opinion of the county's:

• Weak economy, with market value per capita of $62,687 and projected per capita effective buying income at 76% of

the national level;

• Adequate financial management, with standard financial policies and practices under our Financial Management

Assessment (FMA) methodology;

• Adequate budgetary performance, with a slight operating surplus in the general fund and breakeven operating

results at the total governmental-fund level in fiscal 2019;

• Very strong budgetary flexibility, with available fund balance in fiscal 2019 at 43% of operating expenditures;
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• Very strong liquidity, with total government available cash at 56.9% of total governmental-fund expenditures and

9.8x governmental debt service, and access to external liquidity we consider strong;

• Very strong debt-and-contingent-liability position, with debt service carrying charges at 5.8% of expenditures and

net direct debt that is 50.9% of total governmental-fund revenue, as well as low overall net debt at less than 3% of

market value and rapid amortization, with 74.5% of debt scheduled to be retired within 10 years; and

• Very strong institutional framework score.

Environmental, social, and governance (ESG) factors

We have analyzed the county's ESG risks relative to its economy, management, financial measures, and

debt-and-liability profile and determined all are in-line with our view of the sector standard.

Stable Outlook

Downside scenario

All else being equal, we could lower the rating if the county were to realize prolonged revenue pressure, leading to

material reserve drawdowns, or layoffs and furloughs at leading employers were to increase or persist materially such

that property tax collections decrease.

Upside scenario

We currently think a higher rating is unlikely due to our expectation of current economic volatility from the

COVID-19-related recession. Over the longer term, however, we could raise the rating if economic indicators were to

strengthen to levels we consider commensurate with higher-rated peers while management maintains very strong

liquidity and reserves.

Credit Opinion

Weak economy

We consider Gibson County's economy weak. The county has a population estimate of 49,133. The county has a

projected per capita effective buying income at 76% of the national level and per capita market value of $62,687.

Overall, market value has grown by 4.9% during the past year to $3.1 billion in fiscal 2020. Unemployment was 4.2% in

2019.

The 603-square-mile county is in northwest Tennessee, about 100 miles northwest of Memphis and 140 miles west of

Nashville, where it encompasses Trenton and Humboldt. The local economy centers on agriculture and

manufacturing. The property tax base has been stable during the past three years with 1% annual growth. While we

are concerned with COVID-19's effect on the local tax base, particularly manufacturing, officials indicate leading

employers have not announced any layoffs or furloughs.

Adequate management

We view the county's financial management as adequate, with standard financial policies and practices under our FMA

methodology, indicating the finance department maintains adequate policies in some, but not all, key areas.
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Management uses historical revenue and expenditures and information from the appraisal district to formulate annual

revenue and expenditure assumptions. During each fiscal year, management regularly monitors budget-to-actual

performance, amends the budget as needed, and provides monthly reports to the governing body. The county's

comprehensive formal debt-management policy outlines quantitative restrictions. Furthermore, the county's informal

reserve policy calls for maintaining three months' operating expenditures in reserve for cash-flow issues or other

contingencies. The county's investment-management policy follows state statute; management, however, does not

provide regular updates to the county board because funds are in checking-and-savings accounts. The county

currently lacks formal long-term financial and capital plans.

Adequate budgetary performance

Gibson County's budgetary performance is adequate, in our opinion. The county had slight surplus operating results in

the general fund at 1.1% of expenditures and balanced results across all governmental funds at a negative 0.1% in

fiscal 2019.

The adequate score reflects our view of an expected increase in volatility due to the current COVID-19-related

recession. Officials reported continuous operating and total governmental surpluses during the past six fiscal years.

Local taxes generated 45% of fiscal 2019 operating revenue, followed by state revenue at 20%. The operating budget

has been relatively stable with minor revenue and expenditure increases. Officials attribute recent surpluses to

increased revenue from additional state prisoners at the county jail and tight expenditure control.

Officials adopted a balanced fiscal 2020 budget, including several departments that will come in underbudget. Overall,

budgeted and actual fiscal 2020 expenditures will be close due to COVID-19-related expenses, which management

expects Coronavirus Aid, Relief, & Economic Security Act grants to reimburse.

To prepare for COVID-19's expected effect on county finances, officials currently plan to pass a fiscal 2021 budget

with no changes compared with the fiscal 2020 budget. Management currently plans to tighten up expenditures as the

budgeting process begins. Therefore, we expect budgetary performance will likely remain adequate.

Very strong budgetary flexibility

Gibson County's budgetary flexibility is very strong, in our view, with available fund balance in fiscal 2019 at 43% of

operating expenditures, or $7.6 million. We expect available fund balance will likely remain above 30% of expenditures

for the current and next fiscal years, which we view as a positive credit factor. In addition, the county has an additional

$1.6 million of committed funds.

Due to strong budgetary performance, reserves increased during the past three fiscal years. The county maintained

reserves at more than 30% of operating expenditures, exceeding the informal reserve target of maintaining three

months' operating expenditures. What we consider very strong available reserves somewhat offset COVID-19 and

related recession risks because reserves will likely provide a cushion against temporary or permanent lost tax revenue

and unexpected expenditure increases as officials react to community-health needs.

Very strong liquidity

In our opinion, Gibson County's liquidity is very strong, with total government available cash at 56.9% of total

governmental-fund expenditures and 9.8x governmental debt service in fiscal 2019. In our view, the county has strong
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access to external liquidity if necessary.

In our opinion, the county maintains strong access to external liquidity, if necessary, demonstrated by its regular

market participation through GO bond issuance during the past several years. Management has maintained very

strong liquidity during the past three fiscal years, and we expect liquidity will likely remain very strong for the next two

fiscal years.

The county holds cash in interest-bearing checking accounts, and it does not have other investments. Furthermore, the

county does not currently have any contingent liabilities.

Very strong debt-and-contingent-liability profile

In our view, Gibson County's debt-and-contingent-liability profile is very strong. Total governmental-fund debt service

is 5.8% of total governmental-fund expenditures, and net direct debt is 50.9% of total governmental-fund revenue.

Overall net debt is low at 1.2% of market value and officials plan to retire about 74.5% of direct debt during 10 years,

which are, in our view, positive credit factors.

Officials indicate there are currently no plans to issue additional new-money debt within the next three years. In

addition, the county does not currently have variable-rate or direct-purchase debt.

Pension and other-postemployment-benefits (OPEB)

• We do not consider pension liabilities a significant credit pressure for the county due to the plan's overfunded status

and manageable contributions relative to the budget.

• Required pension contributions might increase because of negative asset performance realized through fiscal 2020.

• Gibson County does not provide OPEB to retirees.

The county participates in Tennessee Consolidated Retirement System (TCRS), which is an agent multiple-employer,

defined-benefit pension plan that is 108.2% funded, with a proportionate share of the plan's net pension asset at $2.2

million.

TCRS made significant funding progress during the most recent year with contributions significantly exceeding our

minimum-funding-progress metric. We expect TCRS' closed level-dollar amortization of less than 20 years will lead to

the timely paying down of unfunded liabilities. TCRS' 7.25% assumed discount rate, however, leaves some risk of

increasing pension costs due to market volatility.

The county's pension contributions totaled 3.1% of total governmental-fund expenditures in fiscal 2019. The county

made its full annual required pension contribution in fiscal 2019.

Very strong institutional framework

The institutional framework score for Tennessee counties is very strong.

Related Research

• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013
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• Criteria Guidance: Assessing U.S. Public Finance Pension And Other Postemployment Obligations For GO Debt,

Local Government GO Ratings, And State Ratings, Oct. 7, 2019

• Through The ESG Lens 2.0: A Deeper Dive Into U.S. Public Finance Credit Factors, April 28, 2020

• 2019 Update Of Institutional Framework For U.S. Local Governments

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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