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Summary:

Bedford County Utility District, Tennessee;
Water/Sewer

Credit Profile

US$3.46 mil util sys rev rfdg bnds ser 2021 due 02/01/2035

Long Term Rating A+/Stable New

Bedford Cnty Util Dist WS

Long Term Rating A+/Stable Affirmed

Rating Action

S&P Global Ratings assigned its 'A+' long-term rating to Bedford County Utility District, Tenn.'s $3.5 million series

2021 utility system revenue refunding bonds. At the same time, we affirmed our 'A+' long-term rating on the

authority's existing utility system revenue bonds. The outlook is stable.

Officials will use series 2021 bonds proceeds to refund certain bonds outstanding.

Credit overview

Sound financial practices, reflected through a low debt burden, have led to strong financial coverage and liquidity,

offsetting a limited economic service area with high poverty rates and adequate wealth and income levels.

The district provides water and gas service to a mostly rural customer base, with overall revenues mainly from the

former: of the total 7,400 customers, approximately 7,000 are water customers. The overall customer base has grown

by 10% total over the last five years. The county is home to Sharpie produced by Sanford Corporation (800 employees)

and a Walmart distribution center (480 employees). Anchoring the local economy is a Tyson Foods facility that

employs 1,270; although not a customer of the district, Tyson is key to the district's customer base. Two-thirds of the

gas sales and a number of the top 10 water customers are local independent poultry farms that sell to Tyson. However,

we consider the customer base to be diverse, with the 10 leading customers accounting for just under 20% of sales in

fiscal 2020, and none exceeding 3%. Unemployment for Bedford County as of January 2021 was 5.3%, a full

percentage point lower than the nation's. The county's median household effective buying income (EBI) is an

adequate, although below-average, 83% of the nation.

The district's gas is delivered via the East Tennessee Natural Gas pipeline from the Tennessee Energy Acquisition

Corp., which has a portfolio of index minus gas prepays, providing additional wholesale price predictability. Cash

reserves are also protected by management's use of a purchased gas adjustor, which passes through the commodity

cost in full every month. While the bonds are secured by a pledge of the combined water and gas systems, and while

management has a goal for each of the two divisions to be financially self-sufficient, the gas system has had to borrow

from the water division to purchase gas, with an according liability reflected on the balance sheet. The majority of gas

demand is driven by poultry operations within the county. Water supply comes from the Duck River, which has not
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seen any material drought impact that would have required new water conservation measures. The system's 4 million

gallon per day (mgd) treatment plant is sufficient to meet the system's 2 mgd average daily demand.

The rating also reflects our view of the district's strong enterprise risk profile and very strong financial risk profile.

The strong enterprise risk profile reflects our view of the district's:

• Service in a county with a higher poverty rate nearing 17%, offset with an average bill that we consider to be an

affordable 1.3% of median household EBI;

• Standard Operational Management Assessment (OMA), reflected primarily through rates that expected to be

increased by the consumer price index (CPI), with little management or board involvement; and

• Very low industry risk as a monopolistic service provider of an essential public utility.

The financial risk profile reflects our view of the authority's:

• Extremely strong all-in debt service coverage (DSC) exceeding 2x in each of the last three years, which we expect

will remain in this range;

• Very strong liquidity and reserves, growing from a little over one to almost two years' worth of unrestricted cash on

hand between 2018 and 2020;

• Adequate financial management practices and policies, indicated by good debt management policies and

transparency of rates, water quality issues, and board elections; and

• Very strong debt profile, with a debt-to-capitalization ratio at 28% in fiscal 2020.

The stable outlook reflects our expectation that the district will continue to demonstrate high DSC coverage and

liquidity.

The district's debt outstanding totaled $8.9 million at fiscal year-end June 30, 2020, and $13.4 million as of this report,

all secured by net revenues of the combined system, although the district intends for it to be secured by the respective

component: $1.1 million of (now-closed) senior lien waterworks debt that we do not rate, $3.6 million in utility system

revenue bonds for water system, $1.1 million in rural development loans for the water system, $3.1 million in revenue

bonds for the gas system, and $356,000 in private-placement debt for the gas system. In terms of the

private-placement debt, it is on parity with the remaining debt (except for the closed senior lien). The final $4.5 million

is in the form of rural development bonds; this is the maximum that could be drawn on by December 2023, at which

time debt service would commence, following a capitalized interest period.

Environmental, social, and governance (ESG) factors

Although the utility's social factors (including health and safety issues related to COVID-19) are in line with those of

other rated utilities, should debt burden significantly increase, resulting in rates outpacing CPI to the point of weaking

rate affordability, this could be a social risk. However, in our view, the economic effects of the pandemic did not

weaken the authority's finances in fiscal 2020. We consider the utility's environmental and governance factors to be in

line with those of other rated utilities.
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Stable Outlook

Downside scenario

Given the regular use of the purchased gas adjustor and consistently strong liquidity, we do not see any downward

pressure on the rating. However, in the event total DSC declines on a consistent basis or cash levels are materially

drawn down, we would consider a lower rating beyond the outlook's two-year time horizon.

Upside scenario

We would consider positive rating action should the local economy expand and diversify, resulting in rising wealth

levels to the point that poverty rates and are no longer sources of concern.

Credit Opinion

Enterprise risk

We view the system's operational management as standard. Average demand is half of the system's capacity of 4 mgd,

and the system could double to 8 mgd through expansion.

We consider the system's OMA as standard throughout all aspects. Meters were upgraded in 2010 to radio reading

capability. The last rate study was completed in 2008, and there are no plans for any studies or increases beyond

general inflationary increases. There is a drought management plan that was also instituted in 2008, which the district

is updating.

Financial risk

In our view, all-in coverage and liquidity have remained extremely strong, with three-year floors of 2.38x and 406 days,

respectively. We believe these figures will remain very high, despite not yet drawing or repaying on the development

bond.

Based on our Financial Management Assessment (FMA), we view the authority to be a '4' on a six-point scale, where

'1' is the strongest. An FMA of adequate indicates our view that practices are fairly standard, the budgeting process is

undertaken via a combination of historical and expected results, and there are no formal investment or liquidity

policies.

We consider the system's debt burden to be good, with a 28% debt-to-capitalization ratio. There are no formal

additional debt plans; however, we note that the latest audit did not include the series 2020 rural development bond.

Related Research

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

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.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT APRIL 1, 2021   4

Summary: Bedford County Utility District, Tennessee; Water/Sewer



WWW.STANDARDANDPOORS.COM/RATINGSDIRECT APRIL 1, 2021   5

Summary: Bedford County Utility District, Tennessee; Water/Sewer



WWW.STANDARDANDPOORS.COM/RATINGSDIRECT APRIL 1, 2021   6

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
(subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is
available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Rating-
related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication
of a periodic update on a credit rating and related analyses.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright © 2021 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	Rating Action
	Credit overview
	Environmental, social, and governance (ESG) factors

	Stable Outlook
	Downside scenario
	Upside scenario

	Credit Opinion
	Enterprise risk
	Financial risk

	Related Research


