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Summary:

Sioux City, Iowa; General Obligation

Credit Profile

US$13.72 mil GO bnds ser 2022A dtd 06/23/2022 due 06/01/2032

Long Term Rating AA/Stable New

US$8.895 mil taxable GO bnds ser 2022B dtd 06/23/2022 due 06/01/2032

Long Term Rating AA/Stable New

Sioux City GO

Long Term Rating AA/Stable Affirmed

Rating Action

S&P Global Ratings assigned its 'AA' long-term rating to Sioux City, Iowa's approximately $13.72 million series 2022A

general obligation (GO) bonds and $8.895 million series 2022B taxable GO bonds. At the same time, we affirmed our

'AA' rating on the city's existing GO debt. The outlook is stable.

The city's GO pledge secures the 2022A and 2022B bonds, payable from unlimited ad valorem taxes. Bond proceeds

will be used for the city's capital improvement program (CIP).

Credit overview

The city continues to have stable operations, with general fund reserves consistently meeting the fund balance policy

target, with no plans to draw down on reserves over the next few years. The city's economic indicators are a credit

weakness at the rating level, although its role as a regional center and anchor of the Sioux City metropolitan statistical

area (MSA) provides some rating stability, in addition to commercial and residential growth. While its debt profile

remains weak, the city amortizes its debt rapidly, which is a credit strength. Based on historically balanced

performance and conservative budgeting practices, we expect that the city will maintain very strong reserves and

liquidity, supporting the stable outlook.

The rating reflects our opinion of the city's:

• Weak economy, with below-average market value per capita and effective buying incomes (EBI) that are not

commensurate with those of higher-rated peers, albeit with commercial growth and increased housing prices;

• Very strong management, with strong financial policies and practices under our Financial Management Assessment

(FMA) methodology, with an institutional framework we consider strong;

• History of balanced operations, with the city continuing to maintain general fund reserves greater than 15%; and

• Weak debt profile, with a manageable pension burden.

Environmental, social, and governance

We have analyzed the city's environmental, social, and governance risks relative to its economy, management,

financial measures, and debt and liability profile, and determined all are neutral. We also note that the city previously
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experienced issues with flooding, but has taken steps, such as improvements to water plants and wells, and the

purchase of pumps, to mitigate future flood risk.

Stable Outlook

Downside scenario

We could take negative rating action if budgetary performance were to weaken, leading to weaker budgetary flexibility.

Upside scenario

Although unlikely, we could take positive rating action if the city's economic indicators and debt and contingent

liabilities profile were to strengthen to levels we consider comparable with those of its higher-rated peers.

Credit Opinion

Below-average wealth and income indicators contribute to a weak economy despite appreciating
home values and commercial growth

Sioux City is a regional trade, service, and health care center for west central Iowa and portions of South Dakota and

Nebraska, and part of the Sioux City MSA. The local economy has been experiencing expansion in both commercial

and residential sectors, with a steel manufacturing facility constructing a business park for galvanization that is

expected to add additional jobs and construction of a new cold storage facility for a logistics company. There are also

several downtown revitalization projects taking place, as well as an aviation center construction project. Seaboard

Triumph Foods, a pork processing plant, is now a leading employer and taxpayer, with many ancillary businesses.

Residential housing prices have appreciated, with a 9.3% increase between 2021 and 2022, following the national trend

of appreciating home prices. Management is very proactive in implementing minimum assessment agreements,

allowing for some predictability in valuations.

Despite the city being a regional trade and service center, with ongoing commercial expansion, its wealth and income

indicators are below-average and are not commensurate with those of higher-rated peers. Nevertheless, we view the

local economy as stable over the two-year outlook horizon.

For S&P Global Economics' latest U.S. forecast, see "Economic Outlook U.S. Q2 2022: Spring Chills," published March

29, 2022, on RatingsDirect.

Very strong financial management policies and practices

Highlights of the city's policies and practices include its:

• Realistic and well-grounded assumptions when setting the annual budget;

• Monthly budget-to-actual reports from department heads to the city manager, coupled with quarterly

budget-to-actual reports to the city council;

• Use of formal long-term financial projections it updates every year and shares with the council;

• Use of a formal long-term CIP it updates every year and shares with the council;

• Formal investment management policy, coupled with quarterly investment reports to the council;
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• Formal and robust debt management policies (recently updated) limiting debt outstanding to 70% of the statutory

limit; and

• Formal fund balance policy that calls for available general fund reserves between 12% and 20% of general fund

expenditures.

We note that the city has taken steps to mitigate cyber risks by conducting risk assessments of IT systems, hiring an IT

security officer, and proving training to city employees.

History of stable operations with reserves meeting the fund balance policy target

For our analysis, we have adjusted for recurring general fund transfers in from the local option sales tax (LOST) and

employee benefit funds and transfers out to support nonmajor governmental funds operations. We adjusted total

governmental funds for capital outlay based on its funding through bond proceeds and below-the-line transfers.

Property taxes generate a majority of adjusted general fund revenue, followed by other taxes (mostly sales taxes),

charges for services, and regulatory fees. The city receives revenue from its one-cent LOST. It allocates roughly 40%

of sales tax receipts to pay for facilities, economic development, and infrastructure improvements and 60% for debt

service. Sioux City was the first city in the state to implement the LOST, which does not expire. At fiscal year-end

2021, the LOST fund had $3.5 million in available fund balance.

Sioux City's budgetary performance is strong, in our opinion. For fiscal 2023, the city has structured a balanced budget,

which continues the trend of conservative budgeting practices. For fiscal 2022, city officials have indicated they are

expecting a small surplus in the general fund, which is also a result of conservative budgeting assumptions, and an

increase in the levy. The city had operating surpluses in the general fund and across all governmental funds in fiscal

2021, on an adjusted basis, due to the city's conservative budgeting practices. The city was allocated approximately

$40 million in American Rescue Plan Act (ARPA) funds, with half already received, and the other half expected to be

received in June 2022. A majority of the funds will be used for various infrastructure improvements, with the

remainder going toward public health and employee bonuses.

Sioux City's budgetary flexibility is very strong, in our view, with finances being very stable historically, and we expect

the fund balance to remain above 15% of expenditures, with the city indicating no plans to draw down on reserves.

Excluding $39 million in unspent bond proceeds, the city had roughly $129 million in cash and investments available

for liquidity at fiscal year-end 2021. We note the city has a privately placed state revolving fund loan to finance

drinking water facilities, which poses no risk to liquidity. Management has not indicated a need to draw on total cash,

so we expect liquidity will likely remain very strong.

Weak debt profile, and high net debt offset by rapid amortization

The city has approximately $146 million in net direct debt outstanding, with elevated debt service carrying charges.

However, approximately 88% of the direct debt is scheduled to be repaid within 10 years, which is, in our view, a

positive credit factor. Management reports that it has plans for issuing $34 million in new-money debt during the next

two years. The city's CIP includes annual debt issuance, but we do not expect this to change our view of its debt

profile, given that roughly an equal amount is scheduled to amortize over the same period.
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Pensions and other postemployment benefits (OPEB) are manageable

The city's pension and OPEB costs are modest as a share of total spending and are not likely to accelerate significantly

in the medium term, especially given the pension plan's strong funded status.

Pension and OPEB highlights include:

• IPERS: 100.8% funded (as of June 30, 2021), with the city's proportion of the net pension asset (NPA) at $1.3

million;

• MFPRSI: 94% funded (as of June 30, 2021), with the city's proportion of the NPL at $13.6 million; and

• An implicit rate subsidy arising from retirees staying on the city's plan while paying active premium rates, with an

OPEB liability of $7.1 million.

The city's actuarially determined IPERS and MFPRSI contributions exceeded 100% of our static and minimum funding

metrics. We expect contributions will remain relatively stable, and given the plan's strong funded status and

contribution practices, we expect contributions will remain affordable. Although the city funds its OPEB on a

pay-as-you-go basis, exposing it to potential cost acceleration, we expect that medium-term costs will remain only a

small share of total spending and are therefore not a significant budgetary pressure.

Strong institutional framework

The institutional framework score for Iowa cities with populations greater than 2,000 is strong.

Sioux City, Iowa--Key Credit Metrics

Most recent Historical information

2021 2020 2019

Weak economy

Projected per capita EBI % of U.S. 74.7

Market value per capita ($) 68,507

Population 85,797 82,319 82,369

County unemployment rate (%) 5.3

Market value ($000) 5,877,693 5,377,635 5,312,752

Top 10 taxpayers % of taxable value 11.2

Strong budgetary performance

Operating fund result % of expenditures 3.1 3.2 0.6

Total governmental fund result % of expenditures 1.6 7.8 5.7

Very strong budgetary flexibility

Available reserves % of operating expenditures 21.0 17.7 16.3

Total available reserves ($000) 14,402 12,352 10,986

Very strong liquidity

Total government cash % of governmental fund expenditures 96.0 70.3 85.9

Total government cash % of governmental fund debt service 498.5 338.0 450.9

Very strong management

Financial Management Assessment Strong
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Sioux City, Iowa--Key Credit Metrics (cont.)

Most recent Historical information

2021 2020 2019

Weak debt & long-term liabilities

Debt service % of governmental fund expenditures 19.3 20.8 19.0

Net direct debt % of governmental fund revenue 107.1

Overall net debt % of market value 3.4

Direct debt 10-year amortization (%) 87.5

Required pension contribution % of governmental fund expenditures 6.1

OPEB actual contribution % of governmental fund expenditures 0.3

Strong institutional framework

EBI--Effective buying income. OPEB--Other postemployment benefits.

Related Research

• Through The ESG Lens 3.0: The Intersection Of ESG Credit Factors And U.S. Public Finance Credit Factors, March

2, 2022

Ratings Detail (As Of April 28, 2022)

Sioux City taxable GO bnds

Long Term Rating AA/Stable Affirmed

Sioux City taxable GO cap loan notes ser 2020D dtd 06/18/2020 due 06/01/2025

Long Term Rating AA/Stable Affirmed

Sioux City GO cap loan notes ser 2020C dtd 06/18/2020 due 06/01/2025

Long Term Rating AA/Stable Affirmed

Sioux City GO urban renewal bnds

Long Term Rating AA/Stable Affirmed

Sioux City GO

Long Term Rating AA/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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