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Summary:

Lawrenceburg, Tennessee; General Obligation

Credit Profile

US$2.75 mil GO bnds ser 2020B due 06/01/2041

Long Term Rating A+/Stable New

Rating Action

S&P Global Ratings assigned its 'A+' rating and stable outlook to Lawrenceburg, Tenn.'s roughly $2.75 million series

2020B general obligation (GO) bonds.

Officials intend to use series 2020B bond proceeds to fund various citywide public-works projects.

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

Credit overview

(For more information on COVID-19's effect on the U.S. public finance sector, see the articles, titled "Potholes On The

Road To Recovery," published Sept. 29, 2020, and "The U.S. Economy Reboots, With Obstacles Ahead," published

Sept. 24, 2020, on RatingsDirect.)

We think the city can withstand some revenue decrease based on its very strong liquidity.

Lawrenceburg, in south-central Tennessee, has an economy largely centered on manufacturing. With recent

expansions and developments, the city has seen hundreds of jobs added during the past few years. While these jobs

have not yet resulted in a marked improvement in wealth and income, they are spurring additional residential and

retail growth; this should allow the city to maintain very strong budgetary flexibility despite an expected drawdown of

reserves in fiscal 2021. Finally, the city's debt-and-liability profile is strong due largely to utility-system-supported debt

and manageable other-postemployment-benefit (OPEB) costs.

The rating also reflects our opinion of the city's:

• Weak economy, with market value per capita of $70,243 and projected per capita effective buying income at 72.7%

of the national level;

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

Assessment (FMA) methodology;

• Adequate budgetary performance, which closed with balanced operating results in the general fund but an operating

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

• Very strong budgetary flexibility, with available fund balance in fiscal 2019 at 30% of operating expenditures;

• Very strong liquidity, with total government available cash at 117.2% of total governmental-fund expenditures and

10.9x governmental debt service, and access to external liquidity we consider strong;
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• Strong debt-and-contingent-liability profile, with debt service carrying charges at 10.8% of expenditures and net

direct debt that is 149.5% of total governmental-fund revenue, as well as low overall net debt at less than 3% of

market value and rapid amortization, with 75% of debt scheduled to be retired within 10 years; and

• Very strong institutional framework score.

The stable outlook reflects S&P Global Ratings' opinion that Lawrenceburg will likely maintain healthy reserves and

very strong liquidity despite weaker budgetary performance for fiscal 2021. The outlook further reflects our

expectation that limited additional capital needs will likely lead to the city maintaining a strong debt profile, which we

expect will likely remain manageable despite the lost revenue the city could see in fiscal 2021.

Environmental, social, and governance (ESG) factors

We have analyzed the city's ESG risks relative to its economy, management, financial measures, and debt-and-liability

profile and--absent any COVID-19-related risks, which we view as a health-and-safety risk--have determined all are

in-line with our view of the sector standard.

Stable Outlook

Downside scenario

We could lower the rating if budgetary performance were to deteriorate, leading to reserves or liquidity significantly

weakening.

Upside scenario

We could raise the rating if job growth and economic expansion were to result in employment diversification and

materially stronger resident income at levels we consider commensurate with higher-rated peers.

Credit Opinion

Weak economy

We consider Lawrenceburg's economy weak. The city, with a population estimate of 11,444, is in Lawrence County.

Projected per capita effective buying income is 72.7% of the national level and per capita market value is $70,243.

County unemployment averaged 4.1% in 2019, above state and national averages. County unemployment significantly

increased in 2020 to 18.4% in May 2020 due to COVID-19.

Lawrenceburg is about 75 miles south of Nashville and 20 miles north of the Alabama border. The city serves as

Lawrence County's seat and accounts for about one-quarter of the county's population. The local economy centers on

manufacturing and agriculture. Leading private employers include:

• Modine Manufacturing Co.,

• Dura Automotive Systems,

• Graphic Packaging, and

• Assurance Operations.
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Due to Lawrenceburg's access to a General Motors assembly plant in neighboring Maury County and a Nissan plant in

Decherd, much of Lawrenceburg's industry is related to automotive component and supplier manufacturing.

The property tax base is diverse with the 10 leading taxpayers making up 15.7% of total assessed value (AV). AV has

been stable recently. AV increased by 1.7% since fiscal 2017 to $233.6 million in fiscal 2020. Officials expect AV to

remain stable during the next few fiscal years.

Officials report several residential developments are poised to provide additional housing to support additional

workers. The average price of homes has increased to $215,000 from $175,000 during the past month. The city's

economy relies on manufacturing, and we recognize the susceptibility of the manufacturing industry to changing

economic dynamics.

County officials report that at the peak of unemployment, it had seen 3,400 layoffs due to COVID-19, most of which

were hospital related. Two local industries accounted for permanent layoffs, which totaled about 350 jobs combined.

Industries are now projecting consolidations and expansions that will ensure, at least, 80% of those 350 lost jobs will

be backfilled. The county is working with these companies to ensure these jobs, and possibly more, return later this

year.

Adequate management

We view the city'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.

Management incorporates three years to five years of historical data when preparing the budget. Management also

routinely tracks revenue and expenditures and provides budget-to-actual reports to the city council per request.

Lawrenceburg follows state investment-management statutes by investing its money mostly in certificates of deposit.

The city's formal debt-management policy establishes debt structures, types of permissible debt instruments, and

compliance practices.

Despite the lack of a formal fund-balance policy, the city informally maintains reserves at a minimum 20% of the

budget. Lawrenceburg neither keeps a formal capital improvement plan nor performs formal long-term financial

projections.

Adequate budgetary performance

Lawrenceburg's budgetary performance is adequate, in our opinion. The city had balanced operating results in the

general fund at 0.3% of expenditures but deficit results across all governmental funds at 2.1% in fiscal 2019. General

fund operating results have been stable during the past three fiscal years with results at a negative 0.9% of

expenditures in fiscal 2018 and 1.7% in fiscal 2017.

Our consideration of Lawrenceburg's budgetary performance includes adjustments to account for recurring transfers in

from the city-owned utilities and the removal of one-time expenditures in fiscal 2019.

The city ended fiscal 2019 with a $455,000 use of general fund balance. Management largely attributes this to

unbudgeted capital projects the city's mayor had prioritized, which cost roughly the amount of fund balance the city

spent down. Sales taxes generated about 33.3% of adjusted revenue in 2019, followed by property taxes at 26% and
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utility transfers at 12.8%.

The fiscal 2020 balanced general fund budget totaled $13.6 million. Estimates show the city finished fiscal 2020 with a

$539,133 general fund surplus. Officials report the city likely finished with a smaller surplus due to making an

additional $219,000 transfer into the emergency fund for the Emergency Communications Board and $231,000 to

Lawrenceburg Sanitation Department. The city made budgetary adjustments throughout the year, cutting expenses as

much as it could to counteract lost revenue due to COVID-19.

In addition, the city saw increased online sales tax collections, helping offset lost revenue, which the city notes was

mostly from state-shared revenue. Lawrenceburg has also seen local-option sales taxes grow by 9% from May 2019 to

May 2020, and officials report property tax revenue has increased due to new residential development.

The fiscal 2021 general fund budget totals $13.8 million with a $307,501 use of reserves to balance the budget.

Budgetary assumptions were fairly similar to fiscal 2020. Although the city recognizes it will likely have to make

budgetary adjustments throughout the year, it did not want to make any changes before receiving further information.

Lawrenceburg currently expects it could post a slight deficit in fiscal 2021 due to lost revenue from COVID-19, but it

believes budgetary performance will likely turn positive again after fiscal 2021 as the economy recovers. Therefore, we

expect budgetary performance will likely remain adequate.

Very strong budgetary flexibility

Lawrenceburg's budgetary flexibility is very strong, in our view, with available fund balance in fiscal 2019 at 30% of

operating expenditures, or $3.9 million.

Due to the estimated $539,133 fiscal 2020 general fund surplus, and with the expectation to not use a significant

amount of reserves in fiscal 2021, we do not think management will likely deplete general fund balance materially

during our two-year outlook. Therefore, we expect the city will likely maintain very strong reserves, above its informal

target at 20% of operating expenditures.

Very strong liquidity

In our opinion, Lawrenceburg's liquidity is very strong, with total government available cash at 117.2% of total

governmental-fund expenditures and 10.9x governmental debt service in fiscal 2019. In our view, the city has strong

access to external liquidity, if necessary.

We expect Lawrenceburg's total government cash will likely remain very strong. The city's cash and cash-equivalent

investments are primarily certificates of deposit and money-market accounts, which we view as highly liquid. The city

maintains strong access to external liquidity by frequently issuing GO and revenue debt for capital projects. The city

does not have any contingent liabilities that could cause immediate or future liquidity pressure.

Strong debt-and-contingent-liability profile

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

10.8% of total governmental-fund expenditures and net direct debt is 149.5% of total governmental-fund revenue.

Overall net debt is low at 2.4% of market value and officials plan to retire about 75% of direct debt during 10 years,

which are, in our view, positive credit factors.
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Following this issuance, the city will have roughly $51.4 million in direct debt outstanding. However, our consideration

of the city's debt includes utility-system-revenue-supported debt. We understand the city does not currently have any

variable-rate or direct-purchase debt or alternative-financing obligations outstanding. Outside of a possible refunding,

the city reports it will likely not issue any additional debt during the next two years. Therefore, we think the city's debt

will likely remain strong.

Pension and OPEB highlights

We do not view pension liabilities as an immediate credit risk for Lawrenceburg due to our opinion of strong plan

funding and currently affordable contributions; we, however, see small cost-escalation risk.

As of June 30, 2018, Lawrenceburg participates in:

• Tennessee Consolidated Retirement System (TCRS), an agent multiple-employer plan, which was 68.4% funded,

with a net pension liability of $7.2 million;

• Lawrenceburg Utility Systems (LUS) Employees' Pension Plan, a single-employer plan, which was 89.7% funded,

with a net pension liability of $1.95 million; and

• Lawrenceburg's OPEB plan.

The city's combined required pension and OPEB contribution totaled 15.4% of total governmental-fund expenditures

in fiscal 2019, which we view as large: 8.5% represented required contributions to pension obligations and 6.9%

represented OPEB payments. We recognize the city has paid more than its annual required contribution; the bulk of

costs are for the city's utility systems, paid from utility system revenue. The city made 121% of its annual required

pension contribution in fiscal 2019.

TCRS' discount decreased to 7.25% from 7.5% in fiscal 2017. Although the discount is now lower, we still think this

and a 3.4% payroll-growth assumption could lead to contribution volatility. The LUS plan has a 7% discount. The LUS

plan is a single-employer, defined-benefit, health-care plan with pay-as-you-go contributions; assumption changes or

liability increases could result in increased costs. City contributions to both plans are actuarially based, but officials

have been contributing to the LUS plan at levels exceeding the actuarially determined contribution rate.

Lawrenceburg also provides OPEB in the form of retiree medical, prescription, and death benefits. There are two

distinct plans: one offered for city employees, excluding LUS employees, and one for utility system employees.

Lawrenceburg funds the nonutility employee plan on a pay-as-you-go basis, with a net OPEB liability of $15.3 million.

However, Lawrenceburg funds the utility employees plan on an actuarial basis through an irrevocable trust.

As of fiscal 2018, the LUS OPEB plan was 57.1% funded, with a net OPEB liability of $10.7 million. While the LUS plan

is actuarially funded, we recognize the pay-as-you-go funding of the city plan could result in escalating fixed costs.

Furthermore, while the city's total pension and OPEB expenses are elevated, we note that utility system revenue

supports the majority of costs and that the city does not pay these costs from governmental funds.

Very strong institutional framework

The institutional framework score for Tennessee cities is very strong.
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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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