Summary:

Little Blue Valley Sewer District
(Jackson & Cass Counties), Missouri;
Water/Sewer
Primary Credit Analyst:
Gregory Dziubinski, Chicago + 1 (312) 233 7085; gregory.dziubinski@spglobal.com
Secondary Contact:
John Schulz, Des Moines (1) 303-721-4385; john.schulz@spglobal.com

Table Of Contents
Rationale
Outlook
Little Blue Valley Sewer District

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

AUGUST 27, 2019 1

Summary:

Little Blue Valley Sewer District (Jackson & Cass
Counties), Missouri; Water/Sewer
Credit Profile
US$83.33 mil swr sys rev bnds ser 2019 due 09/01/2040
Long Term Rating

AA-/Stable

New

AA-/Stable

Affirmed

Little Blue Vy Swr Dist swr sys rev bnds
Long Term Rating

Little Blue Vy Swr Dist taxable swr sys rev Build America bnds
Long Term Rating

AA-/Stable

Affirmed

Rationale
S&P Global Ratings assigned its 'AA-' rating and stable outlook to Little Blue Valley Sewer District (Jackson & Cass
Counties), Mo.'s series 2019 sewer system revenue bonds and affirmed its 'AA-' rating, with a stable outlook, on the
district's existing sewer system revenue debt.
The rating reflects our opinion of the district's:
• Participation in the Kansas City area economy;
• Generally strong credit quality of the leading wholesale customers;
• Overall healthy finances, using planned rate-stabilization-fund drawdowns to supplement operations, coupled with
very strong liquidity;
• Regular rate increases; and
• Lack of additional debt plans.
The district's net sewer system revenue secures the bonds.
Officials intend to use series 2019 bond proceeds to advance refund a portion of series 2010 bonds outstanding.
The 280-square-mile district provides sewer service for 14 wholesale customers in western Missouri, mostly in Jackson
and Cass counties, where it serves a population estimate of 375,000. Median household effective buying incomes for
Jackson and Cass counties are 90% and 116%, respectively, of national levels.
The district directly or indirectly collects and treats wastewater generated by customers pursuant to each customer's
service contract. Management indicates average daily treatment capacity during the next few years is sufficient for the
service area. The system treats an average of about 33 million gallons per day (mgd) with maximum dry- and
wet-weather capacities of 52 mgd and 400 mgd, respectively. We understand the district is not facing any significant
regulatory-related issues.
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Finances have decreased recently as debt service has increased. Management, however, has historically supplemented
operations with planned rate-stabilization-fund drawdowns. Operating revenue increased to $25.5 million in fiscal 2018
from $22.8 million in fiscal 2016; debt service increasing to more than $16 million and $17 million during fiscal years
2015-2018, however, somewhat offset higher operating revenue.
Total debt service coverage (DSC)--including build America bonds subsidies related to series 2010 bonds since
2015--has ranged from 0.96x-1.14x. Including planned rate-stabilization-fund drawdowns, all-in DSC improves to more
than 1.2x in fiscal years 2017 and 2018 from a low 1.1x in fiscal 2016.
Liquidity has remained, what we consider, very strong. At fiscal year-end Sept. 30, 2018, the district had roughly $15
million of unrestricted cash and investments, or nearly 500 days' cash on hand. The long-term financial plan shows
steady revenue growth based on scheduled rate increases. Management will supplement fiscal years 2019 and 2020
operations with planned rate-stabilization-fund drawdowns while increasing customer-service charges between 2% and
5% annually through fiscal 2023. Officials expect to maintain DSC between 1.1x and 1.2x through fiscal 2023, and they
are projecting DSC will increase beyond fiscal 2024 as they repay debt service.
The district currently has about $150 million of debt outstanding. The debt-service schedule shows debt service
increasing through fiscal 2023, followed by a significant decrease; however, a large $20 million final payment is due in
fiscal 2040. Officials do not currently plan to issue additional debt.
Bond provisions are somewhat permissive, in our opinion. The district can issue additional debt if projected net
revenue during the subsequent two fiscal years following parity debt issuance covers average annual debt service by,
at least, 1.1x for existing and proposed debt. The rate covenant is a sufficiency covenant. The flow of funds is closed.

Outlook
The stable outlook reflects S&P Global Ratings' opinion the district will likely make timely rate increases to stabilize
operations while maintaining, at least, adequate DSC, following the increase in debt-service amortization. We believe
the service base's underlying strength provides additional rating stability.

Downside scenario
We could lower the rating if the financial profile were to weaken; management cannot maintain, at least, adequate DSC
following planned service-charge increases; or liquidity were to erode, whether from relying on reserves to meet
operating needs or capital expenditures.

Upside scenario
Due to thinner operations and planned accumulated reserve drawdowns to maintain, what we consider, just-adequate
financial operations, we do not expect to raise the rating during the next two years. All else being equal, however, we
could raise the rating if management were to maintain extremely strong all-in DSC without using accumulated reserve
drawdowns consistently.
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Little Blue Valley Sewer District
The district, formed in 1968, has its own sewerage treatment plant and collection system. It exclusively serves 14
communities. Service contracts state that users will not construct or permit sewage treatment works that will compete
with the district and that the district will permit and encourage sewer districts and other users in the district to use the
system for sewage treatment. Contracts also provide that no sewer district or user will be permitted to connect to the
system unless it has entered into an agreement with the district, substantially in the same form as all other service
contracts, and that when such district or user connects to the system, it will pay its pro rata share for services.
Contracted members include:
• The cities of Belton, Blue Springs, Grandview, Independence, Kansas City, Lake Tapawingo, Lee's Summit,
Raymore, Raytown, and Sugar Creek;
• Jackson County;
• Lake City Army Ammunition Plant, a federal installation;
• Fort Osage School District; and
• Middle Big Creek.
The district is not looking to add any additional wholesale users. In the event a customer cannot pay its proportionate
share, the district can reapportion the payments among the remaining customers. Leading system customers are:
• Lee's Summit (25% of fiscal 2018 flow),
• Independence (21%),
• Raytown (11%),
• Grandview (9%), and
• Kansas City (9%).
A majority of the district's board must approve rate increases. The district approves the budget annually and bills
customers quarterly based on the adopted budget. This insulates the district from any sewage-flow volatility.

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

AUGUST 27, 2019 4

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.
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.
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. Ratingrelated 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.

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

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

AUGUST 27, 2019 5

