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Summary
Hawkins County, TN (GOULT Aa3) local tax base continues to experience modest annual
growth due to ongoing commercial and industrial development. The county's resident wealth
and income are below the state and nation. The county's financial operations rebounded in
fiscal 2018 after annual deficits aided in an increase in the county's wheel tax revenues. The
debt burden of the county is slightly above-average but are manageable. The county's largest
property taxpayer, TRW Auto Inc., is considering the possible closure of its facilities within the
county which could negatively impact property tax revenues in the future.

We regard the coronavirus outbreak as a social risk under our ESG framework, given the
substantial implications for public health and safety. The coronavirus crisis is not a key driver
for this rating action. We do not see any material immediate credit risks for Hawkins County
given its solid financial position and reserves which are expected to remain strong through
fiscal 2021. The county’s largest revenue source is property taxes and collections throughout
fiscal 2020 and 2021 have been healthy. The situation surrounding coronavirus continues to
evolve and the longer term impact will depend on both the severity and duration of the crisis.
If our view of the credit quality of the county changes, we will update our opinion at that
time.

Credit strengths

» Strengthened financial position due to increased wheel tax revenues

» Growing but still moderately-sized tax base

Credit challenges

» Slightly elevated debt burden

» Below-average resident wealth and income

Rating outlook
Moody's typically does not assign outlooks to local governments credits with this amount of
debt outstanding.

Factors that could lead to an upgrade

» Maintenance of reserves at current levels or better

» Material growth in tax base and resident wealth and income

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1267968
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» Decline in long-term liabilities

Factors that could lead to a downgrade

» Contraction of tax base

» Structural imbalance in operations leading to decline in reserves

» Material growth in long-term liabilities

Key indicators
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Exhibit 2

Hawkins (County of) TN 2016 2017 2018 2019 2020

Economy/Tax Base

Total Full Value ($000) $3,776,122 $3,723,684 $3,768,286 $3,986,143 $4,092,037 

Population              56,567              56,402              56,402              56,611              56,611 

Full Value Per Capita $66,755 $66,020 $66,811 $70,413 $72,283 

Median Family Income (% of US Median) 69.7% 69.0% 68.8% 67.2% 67.2%

Finances

Operating Revenue ($000) $77,708 $81,161 $82,215 $82,838 $82,665 

Fund Balance ($000) $27,737 $28,994 $30,613 $31,349 $32,989 

Cash Balance ($000) $34,075 $35,918 $36,613 $39,158 $40,657 

Fund Balance as a % of Revenues 35.7% 35.7% 37.2% 37.8% 39.9%

Cash Balance as a % of Revenues 43.9% 44.3% 44.5% 47.3% 49.2%

Debt/Pensions

Net Direct Debt ($000) $79,633 $76,484 $71,638 $67,322 $63,860 

3-Year Average of Moody's ANPL ($000) N/A $106,259 $80,182 $82,915 $80,554 

Net Direct Debt / Full Value (%) 2.1% 2.1% 1.9% 1.7% 1.6%

Net Direct Debt / Operating Revenues (x) 1.0x 0.9x 0.9x 0.8x 0.8x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) N/A 2.9% 2.1% 2.1% 2.0%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) N/A 1.3x 1.0x 1.0x 1.0x

Sources: Moody's Investors Service, US Census Bureau, Hawkins County Annual Financial Statements

Profile
Hawkins County has a population of approximately 56,611 (2019 American Community Survey) and is located in eastern Tennessee, in
the Tri-Cities area.

Detailed credit considerations

Economy and tax base: Moderate growth continues in county tax base
The modestly growing $4.09 billion tax base is expected to see ongoing gains driven by residential and commercial development.
Hawkins County is located in eastern Tennessee (Aaa stable) in the Tri-Cities area and benefits from employment opportunities
associated with the diverse mix of industrial, institutional and retail activity in the area. The county is primarily residential, with the
local employment base represented by industrial manufacturers and utilities.

Management reports that the pandemic has not had any sizeable effects on the county's tax base and that moderate growth continues.
Assessed value has grown at an average annual rate of 1.4% from 2016-2020. Full value has experienced similar growth, averaging
1.8% annually.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Top ten taxpayer are somewhat concentrated, approximately 22% of assessed value and includes two stable power distributors.
Officials report the county's largest property taxpayer, TRW Automotive (4.9% of assessed value) is currently downsizing and is
considering a potential closure as early as the end of calendar year 2021. We will continue to monitor this situation and any possible
affects it may have on the county's property tax revenues.

Unemployment levels typically remain in line with state and national levels. This continues to hold true in the pandemic environment
with the county's unemployment as of December 2020 at 6.8% (6.2% state and 6.5% nation). Wealth levels are moderate relative to
state medians, partially reflective of the rural component of the county, with median family income of 81.2% of state and 69% of the
national level.

Financial reserves and operations: Reserves increase in fiscal 2020
The county's financial position will remain stable due to conservative budgeting practices. At the end of fiscal 2020, the county's
available operating fund balance, including the General, Highway/Public Works, Debt Service, and General Purpose School funds,
amounted to a healthy $32.9 million or 39.9% of operating revenues. In the county's General Fund, operations were strong in fiscal
2020 generating a $2.2 million surplus. Overall positive performance was accomplished through conservative budgeting and tight
expenditure controls. Revenues came in above budget by approximately $500,000 and expenditures were below budget by $1.7
million. Property taxes remained the county's single largest revenue source and performed well despite the pandemic environment.

Fiscal 2021 operations are tracking favorably to budget. The county's budget includes a use of fund balance of $859,567, however,
officials anticipate that, due to its conservative nature and the receipt of approximately $847,000 in CARES Act monies, it is likely that
the General Fund will end with another increase to reserves.

Liquidity
The county benefits from a highly liquid fund balance that measures favorably to the Aa3 national median. Operating cash balance was
a healthy $40.6 million or 49.2% of revenues. The General Fund cash balance was $9.1 million or 49.9%.

Debt and pensions: Debt burden above-average but manageable
The debt burden is moderate at 1.6% of full value when compared to the Aa3 national median, however this figure could increase if the
county decides to issue debt for HVAC work and upgrades to the emergency personnel communications systems. Amortization is slow
with just 48.9% of debt repaid in 10 years and matches the useful life of the financed assets.

Legal security
The bonds are secured by the county's general obligation unlimited tax pledge.

Debt structure
Approximately 17% of the county's outstanding debt is variable rate (Series VII-A-1) that has been swapped to fixed. In May 2013,
the county converted the daily rate VRDBs to index rate direct purchase bonds with U.S. Bank National Association (Aa1 stable). The
current bond issue is expected to refinance this variable rate loan to fixed rate, leaving the county with no outstanding variable rate
debt.

Debt-related derivatives
The county has one fixed payer swap with Raymond James Financial, Inc. which will be terminated simultaneously with the refinancing
of the Series VII-A-1 loan.

Pensions and OPEB
Pension costs are not a source of pressure for the county, and will remain manageable. The county participates in the Political
Subdivision Pension Plan (PSPP), an agent multiple-employer defined benefit plan, and the State Employees, Teachers, and Higher
Education Employees Pension Plan (SETHEEPP), a cost-sharing multiple employer defined benefit pension plan, both of which are
administered by the Tennessee Consolidated Retirement System (TCRS). The total required pension cost for PSPP and SETHEEPP was
$3.6 million (4.5% of operating revenues). The county's combined three year average adjusted net pension liability (ANPL), under
Moody's methodology for adjusting reported pension data, is a below average 0.97 times operating revenues. Total fixed costs, which
includes debt service and pension was a moderate 17% of fiscal 2020 expenditures.
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ESG considerations
Environmental
Environmental risks do not pose a credit risk over the next two years for the county. Moody's utilizes environmental exposure data
from its affiliate Four Twenty Seven to assess environmental risk for specific issuers. Of the physical climate risks Four Twenty Seven,
Hawkins County's highest exposures are to heat stress and extreme rainfall which could result in severe flooding. These risks is however
minimized by the county's historically stable financial position and prudent management which provides added flexibility to respond to
contingencies and resilience against potential short-term shocks.

Social
Social considerations are not material to the credit profile except as described above in the economy section relating to median family
income.

Governance
Hawkins County strives to remain structurally balanced through various revenue raising mechanisms.

Tennessee Counties have an institutional framework score 1 of "Aaa", which is very strong. The sector has one or more major revenue
sources that are not subject to any caps. Unpredictable revenue fluctuations tend to be moderate, or between 5-10% annually. Across
the sector, fixed and mandated costs are generally less than 25% of expenditures. Unpredictable expenditure fluctuations tend to be
minor, under 5% annually.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.

3

Exhibit 4

Hawkins (County of) TN

Scorecard Factors and Subfactors Measure Score

Economy/Tax Base (30%) 
[1]

Tax Base Size: Full Value (in 000s) $4,092,037 Aa

Full Value Per Capita $72,283 Aa

Median Family Income (% of US Median) 67.2% Baa

Notching Factors:
[2]

Other Scorecard  Adjustment Related to Economy/Tax Base: Potential TRW closure Down

Finances (30%)

Fund Balance as a % of Revenues 39.9% Aaa

5-Year Dollar Change in Fund Balance as % of Revenues 5.7% A

Cash Balance as a % of Revenues 49.2% Aaa

5-Year Dollar Change in Cash Balance as % of Revenues 7.2% A

Management (20%)

Institutional Framework Aaa Aaa

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures 1.0x A

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 1.6% Aa

Net Direct Debt / Operating Revenues (x) 0.8x A

3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 1.3% Aa

3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 0.6x Aa

Notching Factors:
[2]

Unusually Strong or Weak Security Features Up

Scorecard-Indicated Outcome Aa2

Assigned Rating Aa3

[1] Economy measures are based on data from the most recent year available.

[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.

[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.

Sources: Moody's Investors Service, US Census Bureau, Hawkins County Annual Financial Statements

Endnotes
1 The institutional framework score assesses a municipality’s legal ability to match revenues with expenditures based on its constitutionally and legislatively

conferred powers and responsibilities. See US Local Government General Obligation Debt (July 2020) methodology report for more details.
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