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Spotsylvania County, VA's (Aa1 stable) credit profile reflects a large and growing tax base
with healthy resident income levels benefitting from its location halfway between the
state capital (Richmond VA, Aa1 stable) and Washington D.C. (Aaa stable). Total assessed
values continue to exhibit steady annual growth driven by new commercial and residential
development. The county's fund balance and liquidity remain healthy and stable, supported
by formal fiscal policies and conservative budget assumptions. Additionally, the county's
overall fixed cost burden is manageable due in part to long-range capital planning and
adherence to strong, comprehensive debt policies.
We regard the coronavirus outbreak as a social risk under our ESG framework, given
the substantial implications for public health and safety. Spotsylvania County, VA is not
susceptible to immediate material credit risks related to coronavirus. The longer-term
impact will depend on both the severity and duration of the crisis. The situation surrounding
coronavirus is rapidly evolving. If our view of the credit quality of the county changes, we will
update the rating and/or outlook at that time.
On August 28th, we assigned a Aa1 rating to Spotsylvania County, VA's $19.0 million General
Obligation Public Improvement and Refunding Bonds, Series 2020.

Credit strengths
» Large, growing tax base with healthy resident income levels
» History of conservative financial management

Credit challenges
» Liquidity and fund balance levels are healthy, but slightly below national median
» Above average overall fixed cost burden compared to national median

Rating outlook
Outlooks are usually not assigned to local government issuers with this amount of debt.

Factors that could lead to an upgrade
» Sustained increase in cash and fund balance commensurate with Aaa median
» Expansion of tax base and improvement in resident income levels
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» Reduction in debt and pension burdens

Factors that could lead to a downgrade
» Trend of operating deficits and narrowing reserve levels
» Material tax base contraction and weakening resident income levels
» Substantial increase in debt burden

Key indicators
Exhibit 1

Spotsylvania (County of) VA

2015

2016

2017

2018

2019

$14,899,515

$15,113,694

$16,013,251

$16,439,341

$17,533,146

127,691

131,271

130,159

134,238

N/A

$116,684

$115,134

$123,028

$122,464

N/A

132.6%

131.4%

129.7%

130.2%

N/A

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances
Operating Revenue ($000)

$378,698

$387,796

$399,309

$416,783

$433,443

Fund Balance ($000)

$79,478

$82,365

$87,522

$100,638

$103,487

Cash Balance ($000)

$81,730

$88,428

$95,909

$108,831

$103,391

Fund Balance as a % of Revenues

21.0%

21.2%

21.9%

24.1%

23.9%

Cash Balance as a % of Revenues

21.6%

22.8%

24.0%

26.1%

23.9%

Net Direct Debt ($000)

$267,607

$272,350

$272,497

$270,301

$277,333

3-Year Average of Moody's ANPL ($000)

$604,939

$576,325

$627,795

$665,117

$681,752

1.8%

1.8%

1.7%

1.6%

1.6%

0.7x

0.7x

0.7x

0.6x

0.6x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%)

4.1%

3.8%

3.9%

4.0%

3.9%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x)

1.6x

1.5x

1.6x

1.6x

1.6x

Debt/Pensions

Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

Source: Spotsylvania County VA Audited Financial Statements, U.S. Census American Community Survey, Moody's Investors Service

Profile
Spotsylvania County, VA encompasses 414 square miles in central Virginia (Commonwealth of Virginia, Aaa stable), approximately
55 miles north of the state capital (Richmond VA, Aa1 stable). The county is governed by a Board of Supervisors, comprised of seven
members elected to four-year terms who hire a county administrator to manage day-to-day operations. The county's population
totaled 131,412 in 2018 according to the most recent U.S. Census American Community Survey, which represents an 8.2% increase
since 2011.

Detailed credit considerations
Economy and tax base: large, growing tax base with healthy resident income levels
Spotsylvania County's $17.9 billion tax base (fiscal 2020) continues to expand, benefitting from its position halfway between the state
capital (Richmond VA, Aa1 stable) and Washington D.C. (Aaa stable). The tax base is large, yet slightly smaller than the national Aa1
median, and has grown at a steady pace (five-year compound annual growth rate of 3.8%) driven by property value appreciation
and new developments. Residential and commercial developments continue to drive tax base and job growth within the county.
Distribution, warehousing, manufacturing, and health care the primary industries supporting the local economy. Recent investments
include several retail and mixed-use developments.

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 county's unemployment rates have historically remained in line with the state and below national rates. The June 2020
unemployment rate of 8.3% is in line with the state (8.5%) and below the national (11.2%) rates for the same period. Unemployment
rates nationwide have increased dramatically due to the coronavirus outbreak. According to the most recent U.S. Census American
Community Survey, resident income levels are healthy but fall below the national median for the rating category with median family
income equal to 130.2% of the US in 2018.
Financial operations and reserves: healthy and stable financial position supported by conservative management
Spotsylvania County's financial position will remain healthy and stable given management's conservative budget assumptions,
adherence to formal fiscal policies, and continued tax base growth. Fiscal 2019 ended with a total general fund balance of $97.3
million, or 35.2% of revenues, which is comparable to the national median. Available general fund balance (total less nonspendable and
restricted amounts) represented 34.1% of revenues.
Total operating fund balance (inclusive of the general and school operating funds) represented 24.6% of combined operating fund
revenues at fiscal year-end 2019. Available operating fund balance was similar at 23.9%, which is healthy but slightly below the
national median for the Aa1 rating category. Positively, available operating fund balance has remained very stable, averaging 22.4%
over the past five fiscal years.
Management expects another operating surplus at fiscal year-end fiscal 2020, reporting strong performance of revenues and under
performance of expenditures. As the coronavirus pandemic unfolded, management implemented a hiring freeze, reduced discretionary
spending and, paused cash-funded capital projects to offset potential revenue declines.
For fiscal 2021, management revisited and adjusted the budget in light of the coronavirus pandemic, building in conservative revenue
assumptions and additional contingencies. The budget includes the use of $3.9 million of the county's $5 million budget stabilization
reserve to offset a projected declines in sales, meals, hotel, and business licenses taxes as well as reduced interest income. Positively,
management has indicated that any surplus realized in fiscal 2020 will be used to reduce the need to tap existing reserve funds.
Spotsylvania County has a history of strong financial management and has consistently maintained healthy reserves, trending above
its financial guideline minimum (no less than 11% of general and school operating fund revenues projected for the subsequent fiscal
year budget. The county also maintains a self-insured health insurance reserve totaling $4.7 million in fiscal 2019, a $5 million budget
stabilization reserve, and a recently established $2 million economic opportunities reserve. Going forward, we anticipate the county
will continue to budget conservatively, monitoring and adjusting revenues and expenditures to maintain structural balance and sound
reserve levels in line with policy guidelines.
The county's primary general fund revenues include property taxes (64% of 2019 revenues) , intergovernmental funding from the state
(16.1%) and other local taxes (16% of revenues) which are primarily composed of sales and business license taxes. While the county has
a slightly above-average reliance on economically sensitive revenues, they have exhibited strong and steady performance and are not
projected to fluctuate materially due to the coronavirus pandemic.
Liquidity

Spotsylvania County's operating funds (inclusive of the general and school operating funds) had net cash and investments of $103.4
million at fiscal year-end 2019, or 23.9% of combined operating fund revenues, which is healthy but falls below the national median for
the rating category. Positively, the county's liquidity position is very stable, averaging 24% of revenues over the past five fiscal years.
Debt and pensions: debt burden to remain manageable despite additional borrowing plans
Spotsylvania County's debt burden will remain manageable given management's adherence to formal debt policies and continued
tax base growth. At fiscal year-end 2019, the county's net direct debt burden represented 1.6% of 2019 full value which is above
the national Aa1 median. Because Virginia counties are responsible for school operations, including capital borrowing, the median
direct debt burden is generally higher than national medians as a percentage of full value. The county's direct debt burden represents
approximately 0.6 times operating revenues, which is comparable to the national Aa1 median.
The county typically adopts a rolling five-year Capital Improvement Program (CIP), however, in light of the economic uncertainties
stemming from the coronavirus pandemic, the county has only adopted the first year (fiscal 2021) of the five-year CIP at this time in
order to reevaluate out year projects. Management expects the full five-year CIP to total over $250 million and include various school,
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transportation, public safety, and landfill projects. The CIP is expected to be financed in part by additional debt issuance, however any
future debt plans are not expected to materially impact the county's overall debt burden given anticipated future tax base growth and
continued amortization of outstanding debt.
Debt structure

All of the county's debt is fixed rate and amortized over the long-term.
Debt-related derivatives

The county is not party to any interest rate swaps or other derivative agreements.
Pensions and OPEB

Spotsylvania County and the school board (non-professional employees) participate in a multiple, employer defined benefit plan under
the Virginia Retirement System (VRS), while the professional employees under the school board participate in a cost-sharing, multiple
employer defined benefit pension plan administered by VRS. The county contributes 100% of their annual pension requirement (ARC).
The county's pension total contribution for fiscal 2019 totaled $25.9 million.
Moody’s adjusted net pension liability (ANPL) is our measure of a local government's pension burden that uses a market-based interest
rate to value accrued liabilities. The county's ANPL has averaged $681.8 million over the last three years, representing 1.6 times
operating revenues, which is slightly above the national medians for the rating category. Our ANPL is based on a discount rate of
4.14%, compared to the aggregate discount rate of 7.00% used to calculate the reported net pension liability of $201.5 million.
Spotsylvania County also provides employees with other-post employment benefits (OPEB) via multi-employer defined benefit costsharing plans through VRS. The Moody's adjusted net OPEB liability was $378.8 million at fiscal year-end 2019. The OPEB contribution
in 2019 totaled $10.5 million.
Total fixed costs (inclusive of pension and OPEB contributions and debt service) account for 16.4% of revenues in fiscal 2019. Total
long-term liabilities (adjusted pension and OPEB liabilities and net direct debt) represent 7.6% of full value.

ESG considerations
Environmental
Similar to the local government sector overall, Spotsylvania County has low exposure to environmental risks. According to data from
Moody's affiliate Four Twenty Seven, the county's total average exposure to the projected rate of change of five climate risk factors is
mid-ranged compared to other counties nationwide. Of the physical climate risks Four Twenty Seven evaluates, the county's highest
exposure is to extreme rainfall and hurricanes. This exposure is mitigated by several factors, including management's maintenance
of strong reserves and the state and federal governments' history of providing diaster relief to local governments following a major
weather event.
Social
Social issues, which include demographics, labor force, and income metrics, are material to the county's credit quality and are
incorporated by way of full value per capita and median family income. While social issues do not currently pose a credit risk, we will
continue to monitor a variety of factors such as demographics, income levels, population trends and employment levels, as these
remain important key credit metrics.
We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial implications for public health and
safety. The county is not susceptible to immediate material credit risks related to coronavirus. The longer-term impact will depend on
both the severity and duration of the crisis. The situation surrounding coronavirus is rapidly evolving. If our view of the credit quality of
the county changes, we will update the rating and/or outlook at that time.
Governance
Like issuers across every sector, governance considerations are material to the county's credit quality. Spotsylvania County will continue
to benefit from strong management and conservative budgeting practices.
Virginia Counties have an Institutional Framework score of Aaa, which is very strong. The sector's major revenue source of property
taxes are not subject to any caps. Unpredictable revenue fluctuations tend to be minor, or under 5% annually. Across the sector,
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fixed mandated costs are generally less than 25% of expenditures. Fixed costs are driven mainly by debt service and pension costs.
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 Rating 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.
Exhibit 2
Spotsylvania (County of) VA
Scorecard Factors and Subfactors

Economy/Tax Base (30%)

Measure

Score

[1]

Tax Base Size: Full Value (in 000s)

$17,935,001

Aaa

$133,516

Aa

130.2%

Aa

23.9%

Aa

8.2%

A

23.9%

Aa

7.7%

A

Institutional Framework

Aaa

Aaa

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures

1.0x

Baa

1.5%

Aa

0.6x

Aa

3.8%

A

Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)
Fund Balance as a % of Revenues
5-Year Dollar Change in Fund Balance as % of Revenues
Cash Balance as a % of Revenues
5-Year Dollar Change in Cash Balance as % of Revenues
Management (20%)

Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)

1.6x

A

Scorecard-Indicated Outcome

Aa2

Assigned Rating

Aa1

[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.
Source: Spotsylvania County VA Audited Financial Statements, U.S. Census American Community Survey, Moody's Investors Service
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