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Credit Profile

US$30.785 mil special obligation rfdg and imp bnds (Sewerage Sys Proj) ser 2020 due 05/01/2040

Long Term Rating A+/Stable New

US$6.0 mil GO bnds ser 2020 due 03/01/2040

Long Term Rating AA-/Stable New

St Joseph ICR

Long Term Rating AA-/Stable Affirmed

Rating Action

S&P Global Ratings assigned its 'AA-' rating and stable outlook to St. Joseph, Mo.'s roughly $6 million series 2020

general obligation (GO) bonds and affirmed its 'AA-' issuer credit rating (ICR), with a stable outlook, on the city.

S&P Global Ratings also assigned its 'A+' rating and stable outlook to St. Joseph's roughly $30.785 million series 2020

special-obligation refunding and improvement bonds and affirmed its 'A+' rating, with a stable outlook, on Missouri

Development Finance Board's and St. Joseph Industrial Development Authority's existing special-obligation debt,

supported by the city.

The electorate approved $20 million of GO bonds in June 2020. Unlimited ad valorem property taxes secure the

bonds. Officials plan to use series 2020 GO bond proceeds to fund bridge and street improvements.

Legally available funds, subject to annual appropriation, secure the series 2020 special-obligation bonds. Officials plan

to use series 2020 special-obligation bond proceeds to refund prior debt for savings and finance sewer system

improvements. We rate the city's special-obligation revenue bonds one notch below the ICR, or the city's general

creditworthiness, reflecting annual appropriation risk associated with annual payments.

We view special-obligation bonds as having a strong relationship with the obligor. These obligations provide funding

for projects we consider significantly important to the obligor. The city pledges to annually appropriate for these

obligations from operating revenue, and it has a long record of appropriating for similar obligations. In our opinion,

there is no unusual political, timing, or administrative risk related to debt payments.

Credit overview

The full scope of economic and financial challenges posed by COVID-19 remains unknown, particularly its effect on

sales tax revenue. Due to, what we consider, the city's very strong operating reserves and liquidity, however, we think

it is well positioned to navigate COVID-19's economic and financial effect on the city during the next few fiscal years.

If the duration of the COVID-19-related recession is prolonged, it could greatly affect the city's economy and state's

ability to maintain current revenue sharing. We will continue to monitor COVID-19's and the related recession's effect
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on city revenue and expenses.

St. Joseph's economy centers on manufacturing and its status as a regional service center. Although state law provides

the city with little revenue flexibility, management had built and retained very strong reserves prior to the

COVID-19-related recession through careful fiscal planning and diligent budgetary oversight.

Although our rating outlook timeframe is up to two years, due to current uncertainty surrounding COVID-19, however,

our view of St. Joseph's credit risks center on the more-immediate effects on the fiscal 2020 budget during the next six

months to 12 months.

The rating reflects our opinion of the city's:

• Weak economy, with projected per capita effective buying income at 77.8% of the national level and market value

per capita of $55,654;

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

Assessment (FMA) methodology;

• Weak budgetary performance, with an operating deficit in the general fund but breakeven operating results at the

total governmental-fund level in fiscal 2019;

• Very strong budgetary flexibility, with available fund balance in fiscal 2019 at 22% of operating expenditures;

• Very strong liquidity, with total government available cash at 86.8% of total governmental-fund expenditures and

11.2x governmental debt service, and access to external liquidity we consider strong;

• Strong debt-and-contingent-liability position, with debt service carrying charges at 7.8% of expenditures and net

direct debt that is 84.2% of total governmental-fund revenue, as well as low overall net debt at less than 3% of

market value; and

• Adequate institutional framework score.

Environmental, social, and governance (ESG) factors

The rating incorporates our view regarding health-and-safety risks posed by COVID-19. Absent implications of

COVID-19, we have reviewed the city's ESG risks relative to its economy, management, budgetary outcomes, and

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

Stable Outlook

Downside scenario

We could lower the rating if the city does not maintain balanced operations, resulting in substantially deteriorated

budgetary flexibility.

Upside scenario

We could raise the rating if key economic indicators were to improve substantially to levels we consider comparable

with higher-rated peers while management maintains very strong budgetary flexibility and liquidity.
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Credit Opinion

Weak economy

We consider St. Joseph's economy weak. The city, with a population estimate of 76,212, is in Buchanan County.

Projected per capita effective buying income is 77.8% of the national level and per capita market value is $55,654.

Overall, market value has grown by 1.7% during the past year to $4.2 billion in fiscal 2020. County unemployment was

3.1% in 2019.

St. Joseph, the county's seat, is 55 miles north of downtown Kansas City. The city's economy centers on

manufacturing and reflects its status as a regional trade-and-service center and the county's seat. Leading employers

are:

• Mosaic Life Care (4,072 employees), a health-care facility;

• Triumph Foods (2,900), a food-processing facility;

• St. Joseph School District (1,853); and

• Boehringer Ingelheim (1,191), an animal-pharmaceuticals manufacturer.

Recently, a number of Triumph Foods workers tested positive for COVID-19; we understand that the company has

since made improvements to help prevent virus spread and that the plant remains open.

Based on assessed valuation (AV), the property tax base is 40% residential and 33% commercial. Personal property is

26% of AV. AV increased by 7% to $1.1 billion from tax years 2015-2019. The tax base is very diverse with the 10

leading taxpayers making up 12% of total AV.

Due to the current COVID-19-related recession, we think the economy will likely remain weak or very weak during the

next few years.

Strong management

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

methodology, indicating that financial practices exist in most areas but that governance officials might not formalize or

regularly monitor all of them. We changed the management score to strong from very strong because management no

longer uses multiyear financial projections.

Highlights include management's:

• Strong revenue and expenditure assumptions for annual budgeting, including traditional line-item budgeting that

uses three years to five years of historical data, and information from a number of external sources;

• Monthly budget-to-actual reports to the city council with the ability to amend the budget as needed;

• Lack of financial projections;

• Six-year rolling capital improvement plan that identifies project funding;

• Formal investment-management policy but no regularly provided reports to the council;
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• Debt-management policy; and

• Formal general-fund-balance policy that requires maintaining committed reserves at 10% of budgeted general fund

expenditures for cash flow and contingencies.

Weak budgetary performance

St. Joseph's budgetary performance is weak, in our opinion. The city had deficit operating results in the general fund at

3% of expenditures but balanced results across all governmental funds at a negative 0.3% in fiscal 2019.

We adjusted general fund performance by including revenue and expenditures for the public-safety sales-tax fund,

which supports general fund public-safety expenditures. We also included transfers into and from the general fund as

revenue and expenditures, except for transfers from the public-safety sales-tax fund, which we added to revenue. Our

analysis also accounts for our view of the city's budgetary performance during the current fiscal year due to heightened

uncertainty related to COVID-19 and its effect on sales taxes.

For fiscal 2020, management reports it is on target with the $600,000 budgeted general fund shortfall. The city

received $8 million of Coronavirus Aid, Relief, & Economic Security Act funds to help cover pandemic-related

expenditures in fiscal years 2020-2022. Officials structured the fiscal 2021 general fund budget with a $4.1 million

shortfall after transfers due mainly to a $3.9 million riverfront trail project paid with accumulated hotel taxes.

For its combined general and public-safety sales tax funds, St. Joseph relies on revenue from property taxes (22% in

fiscal 2019) and proceeds from a one-and-a-half-cent general fund sales tax and half-cent public-safety sales tax (49%).

Sales taxes contributed 54% of revenue for all governmental funds in fiscal 2019; we note this revenue source can be

highly volatile during recessions.

In our opinion, uncertainty from the unknown duration of COVID-19 and pandemic-recession-related economic

challenges could pose budgetary challenges during the next few fiscal years. Based on management's expectations for

fiscal years 2020 and 2021, we expect budgetary performance will likely remain weak during the next few fiscal years.

Very strong budgetary flexibility

St. Joseph's budgetary flexibility is very strong, in our view, with available fund balance in fiscal 2019 at 22% of

operating expenditures, or $13.8 million.

We included committed general fund balance with available reserves, coupled with assigned and unassigned general

fund balances, because the council intends to use committed reserves for certain operating expenditures. We also

included restricted fund balance reported for the public-safety sales-tax fund because it supports general fund

public-safety expenditures.

Based on management's expectations for fiscal years 2020 and 2021, we expect budgetary flexibility will likely remain,

at least, strong during the next few fiscal years.

Very strong liquidity

In our opinion, St. Joseph's liquidity is very strong, with total government available cash at 86.8% of total

governmental-fund expenditures and 11.2x governmental debt service in fiscal 2019. In our view, the city has strong

access to external liquidity if necessary.
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Officials reported $74 million of unrestricted cash and cash equivalents were available to support operational liquidity

at fiscal year-end 2019. In our view, St. Joseph's recent debt issuance demonstrates its strong access to external

liquidity. The city does not have any direct-purchase or variable-rate debt that could pressure liquidity.

Despite management's expectations for general fund shortfalls in fiscal years 2020 and 2021, we think liquidity will

likely remain very strong during the next few fiscal years.

Strong debt-and-contingent-liability profile

In our view, St. Joseph's debt-and-contingent-liability profile is strong. Total governmental-fund debt service is 7.8% of

total governmental-fund expenditures, and net direct debt is 84.2% of total governmental-fund revenue. Overall net

debt is low at 2.6% of market value, which is, in our view, a positive credit factor.

Including series 2020 GO and special-obligation bonds, the city will have roughly $6 million of GO debt and about

$85.5 million of special-obligation debt outstanding. Officials currently plan to issue the remaining $14 million of

electorate-approved GO bonds for bridge and other projects in 2021 and 2022.

Pension and other postemployment benefits (OPEB)

• We do not view the city's pension liabilities as an immediate credit pressure due to our opinion of its strong plan

funding and the county's lack of OPEB.

• The city does not subsidize retiree health care.

At June 30, 2019, the city participates in:

• Missouri Local Government Employees' Retirement System (LAGERS), which is 79% funded, with a net pension

liability of $40 million; and

• St. Joseph's single-employer, defined-benefit policy pension system, which it closed to new employees and which is

112% funded, with a $3.9 million net pension asset.

St. Joseph's combined required pension and actual OPEB contribution totaled 8.7% of total governmental-fund

expenditures in fiscal 2019. The city made its full annual required pension contribution in fiscal 2019.

St. Joseph funds 100% of its actuarially determined contribution, and fiscal 2019 actual contributions were more than

200% of static-funding and minimal-funding-progress metrics. We, however, think the LAGERS' 7.25% discount,

exceeding the 6.5% we consider more conservative due to market conditions, and level-percent-amortization-pay

method could lead to some contribution volatility. Despite this, LAGERS' high funding significantly mitigates the risk of

costs increasing markedly.

While St. Joseph does not help pay for retiree health-care premiums, it allows employees to stay on the

health-insurance plan upon retirement as long as they pay the active premium. Therefore, a portion of the city's

health-care-plan contributions for active employees is an implicit subsidy for retirees.

Adequate institutional framework

The institutional framework score for Missouri municipalities is adequate.
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Ratings Detail (As Of July 17, 2020)

Missouri Dev Fin Brd, Missouri

St. Joseph, Missouri

Missouri Dev Fin Brd (St. Joseph) APPROP

Long Term Rating A+/Stable Affirmed

Missouri Dev Fin Brd (St. Joseph) APPROP

Long Term Rating A+/Stable Affirmed

Missouri Dev Fin Brd (St. Joseph) APPROP

Long Term Rating A+/Stable Affirmed

Missouri Dev Fin Brd (St. Joseph) APPROP

Long Term Rating A+/Stable Affirmed

Missouri Dev Fin Brd (St. Joseph) APPROP

Long Term Rating A+/Stable Affirmed

Missouri Dev Fin Brd (St. Joseph) APPROP

Long Term Rating A+/Stable Affirmed

St Joseph Indl Dev Auth, Missouri

St. Joseph, Missouri

St Joseph Indl Dev Auth (St. Joseph) APPROP

Long Term Rating A+/Stable Affirmed

St Joseph Indl Dev Auth (St. Joseph) APPROP

Long Term Rating A+/Stable Affirmed

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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