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Revenue Bonds, Ser. 2016; Outlook Negative
Summary Rating Rationale
Moody's Investors Service has assigned a Aa2 rating to Jackson County's (GA) $20.7 million
Revenue Refunding Bonds (Jackson County Economic Development Projects), Series 2016,
issued through the Jackson County Industrial Development Authority. Concurrently, we have
affirmed the county's $100 million in parity debt outstanding.
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The Aa2 rating reflects the county's sizable tax base with sound socioeconomic factors and a
satisfactory reserve position despite recent declines. The rating also incorporates the above
average debt burden, which is mitigated by the use of Special Purpose Local Option Sales Tax
(SPLOST) revenues, and a low pension burden.

Credit Strengths
»

Demonstrated willingness to increase tax rates to offset recent tax base declines

»

Sizable tax base with low unemployment benefits from proximity to Athens

»

Manageable debt and pension burdens

Credit Challenges
»

Reserve position below similarly rated credits

Rating Outlook
The negative outlook reflects recent declines in the county’s reserve position, which
is expected to stabilize given tax base growth, recent renewal of the SPLOST and
management’s demonstrated willingness to raise the tax rate.

Factors that Could Lead to an Upgrade
»

Tax base expansion coupled with improved socioeconomic factors

»

Notable increase in reserves

Factors that Could Lead to a Downgrade
»

Future tax base declines

»

Trend of fund balance declines driven by structural imbalance

»

Increased debt burden
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Key Indicators
Exhibit 1

Source: Moody's Investors Service

Detailed Rating Considerations
Economy and Tax Base: Sizable Tax Base Begins to Experience Growth Following Period of Declines
Jackson County's tax base is expected to rebound over the next several years given proximity to regional economic centers following
significant declines throughout the recession. The county benefits from its location north of Athens-Clarke County Unified Government
(Aa1) and east of Atlanta (Aa1 stable), which drove significant population and tax base growth pre-recession. Despite a compound
annual decline of 0.3% over the last five years, the base increased by 7.7% in 2016 to a sizable $6.6 billion.
Given recent construction activity, officials project a 3.5% increase in fiscal 2017. Housing starts through the first quarter of 2016 have
increased 30% from the prior year and officials report several distribution centers are under construction. The base is expected to see
continued growth given the county's location relative to large employment centers and recent population growth (45% increase from
2000 to 2010), which has likely resulted in pent up demand for commercial services.
The county's economy is diverse and includes agricultural, automotive manufacturing, healthcare, distribution and logistics.
Socioeconomic factors are average, with median family income representing 104.4% of the state and 94.2% of the nation. Countywide
unemployment is low as of February 2016 at 4.5%, relative to 5.6% for the state.
Financial Operations and Reserves: Adequate Reserve Position Expected to Stabilize Due to Tax Revenue Growth
The county's financial position will remain stable given ongoing tax base growth and conservative budget assumptions. Following
three consecutive operating deficits, unaudited results for fiscal 2015 (ended December 31) project balanced operations (including a
$250,000 prior period adjustment), increasing available General Fund balance to $4.9 million (12.9% of revenues), still down from a
high of $7.6 million (21.6% of revenues) in fiscal 2009. Across the county's other operating funds (Debt Service, SPLOST and Capital
Projects funds), the county maintains $15.9 million in restricted fund balance, providing additional flexibility for the payment of debt
service and funding of capital needs.
The county has been using reserves to balance its budget, because revenues have remained essentially flat since fiscal 2009. While
the county has raised the tax rate annually since 2010 and maintained relatively level expenditures through the use of furlough days,
these efforts have not been enough to offset declines in charges for services and sales tax revenues. Notably, the county has not been
in compliance with its formalized fund balance target of 20% in unassigned fund balance since fiscal 2009.
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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The fiscal 2016 budget represents a 6.9% increase relative to the prior year due to salary increases and capital projects. As of fiscal
2016, the Debt Service and Capital Project funds will be included in General Fund operations. The fiscal 2016 budget also includes the
use of $700,000 of reserves. Due to a $700,000 tax settlement received in 2016, officials project a modest surplus by yearend.
LIQUIDITY

The county collects the majority of property taxes in October and November for the subsequent fiscal year, resulting in high cash levels
at yearend. In fiscal 2014, General Fund cash totaled $19.1 million, or 55.8% of revenues. Operating fund cash is ample with $42.3
million (92.4% of operating revenues) as of fiscal 2014 due to SPLOST receipts. General Fund cash decreased in fiscal 2015 to $11.2
million (29.8%) due to delayed tax collections.
Debt and Pensions: Debt Burden Remains Manageable Due to Recent SPLOST Renewal; Low Pension Burden
The county's debt burden of 1.9% of full value is slightly above average for the rating category but remains manageable due to the
use of Special Purpose Local Option Sales Tax (SPLOST) funds to cover a portion of debt service. The county's current SPLOST expires
July 2017 and has already been renewed for another six year collection period. Additionally, fiscal 2014 debt service expenditures
represented a high 32% of expenditures across the county's general, debt service and SPLOST funds; however, this is partially mitigated
by the dedicated nature of SPLOST revenues, which can only be used for capital needs and debt service. The county does not have any
additional debt plans at this time, as all capital needs are funded through the SPLOST.
DEBT STRUCTURE

The county has modest variable rate debt outstanding, $1 million from Series 2004 revenue notes, representing less than 1% of total
debt outstanding. The notes are paid by the county pursuant to a contract with the airport authority bearing interest at a variable rate
of LIBOR +.75 basis points. The county maintains ample liquidity to provide debt service in heightened interest rate stress scenarios.
The payout rate is average, with 79.5% of principal repaid in 10 years.
DEBT-RELATED DERIVATIVES

The county is not party to any derivative agreements.
PENSIONS AND OPEB

The county participates in the Association of County Commissioners of Georgia, a multi-employer, defined benefit retirement
plan sponsored by the State of Georgia (Aaa stable) for all employees hired before 1998. The county's combined annual required
contribution (ARC) for the plans was $562,000 in fiscal 2014, or approximately 1.6% of General Fund expenditures. The county
maintains a defined contribution plan for all other employees and contributed $367,000 in fiscal 2014. The district's combined
adjusted net pension liability, under Moody's methodology for adjusting reported pension data, is $7.1 million, or approximately a low
0.21 times operating revenues. Moody's uses the adjusted net pension liability to improve comparability of reported pension liabilities.
The adjustments are not intended to replace the county's reported liability information, but to improve comparability with other rated
entities. We determined the county's share of liability for the state-run plans in proportion to its contributions to the plans.
Management and Governance: Very Strong Institutional Framework; Formal Reserve Target Has Not Been Met Since 2009
Georgia counties have an institutional framework score of “Aaa,” or very strong. Counties rely primarily on property tax revenues
to fund operations, but receive 15% to 25% of total revenues from economically sensitive sales taxes, resulting in overall moderate
predictability. Revenue-raising ability is high as counties are not subject to any state-imposed tax or levy caps. Expenditures consist
mostly of public safety and personnel, which are highly predictable. Counties have a high ability to reduce expenditures, if necessary, as
there are no unions in the state.
While the county maintains a fund balance policy, requiring unassigned fund balance to be equal to a minimum of 20% of operating
expenditures, reserves have not met these requirements since fiscal 2009. The county annually appropriates fund balance to balance
the budget, and while a portion of fund balances is regularly replenished, this practice as resulted in the recent decrease in reserves.

Legal Security
The bonds are ultimately secured by the county's unlimited general obligation pledge pursuant to an intergovernmental agreement
with the authority.
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Use of Proceeds
Bond proceeds will refund a portion of the county's 2009 A&B bonds for an estimated net present value savings equal to 3.5% of
refunded principal with no extension of maturity.

Obligor Profile
Jackson County is located north of Athens-Clarke County and approximately 50 miles northeast of Atlanta. As of 2014, total
population was estimated at 61,870, a 2.3% increase from 2010.

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in January 2014. Please see
the Ratings Methodologies page on www.moodys.com for a copy of this methodology.

Ratings
Exhibit 2

Jackson (County of) GA
Issue

Revenue Refunding Bonds (Jackson County
Economic Development Projects), Series 2016
Rating Type
Sale Amount
Expected Sale Date
Rating Description

Rating

Aa2
Underlying LT
$20,720,000
05/27/2016
General Obligation

Source: Moody's Investors Service
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