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New Issue: Moody's assigns initial A1 to Robertsdale, AL's $8.8M Water, Sewer 
and Electric System Revenue Warrants , Ser. 2015 

Global Credit Research -14 Sep 2015 

ROBERTSDALE (CITY OF) AL 
Combined Water & Sewer Enterprise 
AL 

Moody's Rating 
ISSUE RATING 

Water, Sewer and Electric System Revenue Warrants, Series 2015 A1 

Sale Amount $8,785,000 

Expected Sale Date 09/30/15 

Rating Description Revenue: Government Enterprise 

Moody's Outlook 

NEW YORK, September 14, 2015 --Moody's Investors Service has assigned an initial A1 underlying rating to the 
City of Robertsdale's (AL) $8.8 million Water, Sewer and Electric System Warrants, Series 2015. 

SUMMARY RATING RATIONALE 

The A 1 rating reflects the systems' stable service area, solid fiscal performance with strong coverage and 
adequate liquidity, low debt ratio with limited debt plans, satisfactory legal protection for bondholders, and strong 
rate setting history. 

OUTLOOK 

Outlooks are usually not assigned to local government credits with this amount of debt outstanding. 

WHAT COULD MAKE THE RATING GO UP 

-Increased system demand and customer growth 

-Increases in reserves and liquidity levels 

WHAT COULD MAKE THE RATING GO DOWN 

-Deterioration of debt service coverage and overall financial position 

-Sizeable increase in debt ratio 

STRENGTHS 

-Stable customer base 

-Solid fiscal position 

-Cash funded Reserve Fund at MADS 

CHALLENGES 

-Sizeable transfers to the General Fund with no formalized policy 

RECENT DEVELOPMENTS 
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Please look to the detailed rating rationale for recent developments affecting the systems . 

DETAILED RATING RATIONALE 

SERVICE AREA AND SYSTEM CHARACTERISTICS: STABLE CUSTOMER BASE AND ECONOMY 

The customer base of the Robertsdale's combined water, sewer, and electric system remain stable given the 
largely residential nature of the service area with a stable industrial component. The City of Robertsdale, which is 
located within Baldwin County (Aa1), just 26 miles northeast of Mobile (City of) (Aa2 negative) and 30 miles 
northwest of Pensacola (Aa3), benefits from coastal tourism. Positively, the city's wealth levels are strong for the 
state (105.2%) and unemployment is below state average (5.5% in June 2015). The electric system provides 
services to 3,062 customers within the city. Wal-Mart Stores, Inc. (Aa2 stable) became the electric system's top 
customer in 2014, and accounted for 4% of total charges. 

The city's water and sewer system serve 3,279 and 2,629 customers, respectively, and have also reported trends 
of modest customer growth with Wal-Mart becoming a top user. Water supply is sourced from four deep wells. The 
water system has a total capacity of 1.7 million gallons per day (MGD), with an average consumption of 0.75 
MGD, and is expected to have sufficient capacity for 20 years. 

The sewer system has a total capacity to treat 0.95 MGD, with average consumption of 0.67 MGD. 

DEBT SERVICE COVERAGE AND LIQUIDITY: SOLID FINANCIAL POSITION WITH STRONG COVERAGE 

The system is expected to continue its trend of solid operating results and strong debt service coverage. Debt 
service coverage has averaged a strong 5.28 times (8.52 times in fiscal 2014) over the last five years (2010-
2014). Maximum annual debt service (MADS) is a healthy 3.47 times. Debt service coverage is expected to 
decline given new debt, however, will remain in line with previous year's results given planned rate increases . 

Although the system is not legally obligated to make transfers to the city's General Fund, they have historically 
made sizeable annual transfers amounting to approximately $2 million or 86% of O&M annually. Pro forma MADS 
coverage based on fiscal 2014 revenues is expected to decline to a still strong 3x or 1.45 times net of transfers . 
Officials have a strong rate setting history increasing rates annually since 2012 to accommodate the new debt and 
keep in pace with growing O&M, and expect to implement 4% electric, 1.25% water and 3% sewer rate increase 
effective for fiscal 2016. 

Liquidity 

The systems' liquidity is expected to remain satisfactory given expected rate increase. The systems had $1.7 
million (72 days cash on hand) in available cash and investments in fiscal 2014 down from $2.3 million (121 days) 
in 2010. Net working capital was an adequate $2.3 million or 25.9% of O&M. 

DEBT AND LEGAL COVENANTS 

The systems' current debt ratio of 58.9% is above the national A 1 median (38%) for similarly-rated systems, but 
will remain manageable given limited future debt plans. Future capital needs are expected to be paid for through 
pay-go capital sustained with rate increases. 

Debt Structure 

As of fiscal 2014, the system had $9.2 million of parity debt; none rated by Moody's. The legal provisions under the 
indenture are expected to ensure satisfactory protection for bondholders. The indenture requires a debt service 
reserve fund funded at MADs. Additionally, the indenture requires the city to maintain rates to produce net 
revenues equal to at least 125% of MADS. Finally, additional parity warrants may only be issued if net revenues 
during the two preceding years are equal to 125% of MADS, including the new parity warrants . All debt is fixed 
rate. 

Debt-Related Derivatives 

The system has no derivative agreements. 

MANAGEMENT AND GOVERNANCE 

The water, sewer, and electric systems are owned and operated by the City of Robertsdale on a consolidated 



basis through the utilities department. The City Council has the sole authority to establish rates for the systems, 
and has historically had strong rate setting record. 

KEY STATISTICS 

Asset Condition (Remaining Useful Life), 2014: 17 years 

System Size (O&M in OOOs), 2014: $2.545 million 

Service Area Wealth (MFI), 2012: 88.5% 

Annual Debt Service Coverage, 2014: 8.52 times 

Days Cash on Hand, 2014: 72 days 

Debt to Operating Revenues, 2014: 3.6 times 

Rate Covenant: 1.25 times 

Debt Service Reserve Requirement: Funded at MADS 

OBLIGOR PROFILE 

The systems provide electric, water, and sewer services to Robertsdale, AL. 

LEGAL SECURITY 

The warrants are secured by a pledge of the water, sewer, and electric systems' revenues, and are on parity with 
the systems' outstanding warrants. 

USE OF PROCEEDS 

Approximately $4.5 million of warrant proceeds will be applied toward capital improvements for the electric system 
and approximately $3.6 million will refund outstanding Series 2006 warrants for an estimated net present value 
savings of 9.34% of refunded principal with no extension to the maturity schedule. 

RATING METHODOLOGY 

The principal methodology used in this rating was US Municipal Utility Revenue Debt published in December 2014. 
Please see the Credit Policy page on www.moodys.com for a copy of these methodologies. 

REGULATORY DISCLOSURES 

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory 
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class 
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance 
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain 
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating 
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, 
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in 
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where 
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner 
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for 
the respective issuer on www.moodys.com. 

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating 
outlook or rating review. 

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal 
entity that has issued the rating. 

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for 
each credit rating. 

Analysts 
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