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St. Louis (City of) MO
Update following upgrade of GO rating to A3

Summary
The credit profile of the City of St. Louis, MO (A3 stable) has improved significantly in recent
years driven by materially strengthened finances following consecutive years of surplus
operations. The city faces headwind from a below average economic profile, including a long-
term trend of declining population and below average resident income coupled with elevated
leverage because of high debt and pension burdens. St. Louis' revenue structure, which is
reliant on economically sensitive activity taxes such as earnings, payroll, and sale tax revenue,
is supported by the city’s status as a regional employment center. The improved reserves help
mitigate potential challenges resulting from economic downturn or disruption caused by
unforeseen events such as the coronavirus pandemic.

On August 30, the city's general obligation unlimited tax (GOULT) rating was upgraded to
A3 from Baa1. Concurrently, the rating on the St. Louis Municipal Finance Corporation, MO’s
outstanding lease appropriation debt issued for essential purposes was upgraded to Baa1
from Baa2 and lease appropriation debt issued for less essential purposes was upgraded to
Baa2 from Baa3; the city is the obligor.

Exhibit 1

Materially improved operating reserves likely to continue with projected surplus in fiscal 2021
and influx of federal ARPA funding
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Sources: St. Louis' audited financial statements; Moody's Investors Service

Credit strengths

» Materially improved financial profile following consecutive years of operating surplus

» Large and diverse tax base that serves as regional economic center

Credit challenges

» Below average economic profile including declining population, weak resident income,
and above average poverty

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1300726
https://www.moodys.com/credit-ratings/St-Louis-City-of-MO-credit-rating-600005565/summary
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» Elevated leverage because of above average debt and pension burdens

» Reliance on economically sensitive activity taxes such as earnings, payroll, and sale tax revenue

Rating outlook
The stable outlook reflects the expectation that ongoing economic development coupled with $498 million of federal funding through
the American Rescue Plan Act (ARPA) will provide stability and flexibility to adapt to changing economic conditions over the next few
years.

Factors that could lead to an upgrade

» Continued positive operational trend leading to materially bolstered operating reserves

» Material reduction in debt and pension burdens

» Significant diversification of revenue streams

Factors that could lead to a downgrade

» Trend of structural imbalance or material use of reserves leading to materially weaker operating reserves

» Additional leveraging of the tax base absent corresponding taxable value or revenue growth or a significant increase in fixed costs
relative to operating revenue

» Contraction of taxable value

Key indicators

Exhibit 2

St. Louis (City of), MO 2016 2017 2018 2019 2020

Economy/Tax Base

Total Full Value ($000) $17,356,913 $17,279,887 $18,554,812 $18,607,927 $20,167,710 

Population            316,030            314,867            311,273            308,174            301,578 

Full Value Per Capita $54,922 $54,880 $59,609 $60,381 $66,874 

Median Family Income (% of US Median) 69.1% 69.9% 71.9% 74.6% 74.6%

Finances

Operating Revenue ($000) $534,646 $558,591 $577,310 $631,867 $601,477 

Fund Balance ($000) $42,363 $38,555 $64,999 $126,843 $140,145 

Cash Balance ($000) $65,962 $55,473 $67,109 $122,742 $135,007 

Fund Balance as a % of Revenues 7.9% 6.9% 11.3% 20.1% 23.3%

Cash Balance as a % of Revenues 12.3% 9.9% 11.6% 19.4% 22.4%

Debt/Pensions

Net Direct Debt ($000) $1,002,798 $1,081,376 $1,088,594 $1,104,479 $1,068,464 

3-Year Average of Moody's ANPL ($000) $1,223,761 $1,293,581 $1,368,477 $1,346,884 $1,398,055 

Net Direct Debt / Full Value (%) 5.8% 6.3% 5.9% 5.9% 5.3%

Net Direct Debt / Operating Revenues (x) 1.9x 1.9x 1.9x 1.7x 1.8x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 7.1% 7.5% 7.4% 7.2% 6.9%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 2.3x 2.3x 2.4x 2.1x 2.3x

Sources: St. Louis' audited financial statements; US Census Bureau; Moody's Investors Service

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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Profile
The City of St. Louis is located in eastern Missouri (Aaa stable) along the Mississippi River and Illinois (Baa2 stable) border. The city is
one of the largest metro areas in the state and acts as a regional economic hub for the surrounding communities. The city is home to
301,578 residents per the results of the 2020 US Census, a 5.5% decline from 2010.

Detailed credit considerations
Economy and tax base: large and diverse tax base serves as regional economic hub
The city's large tax base is likely to continue experiencing modest annual expansion due to the significant number of residential and
commercial projects under development; management estimates there are more than 30 noteworthy projects underway with an
investment value of $4.3 billion. The largest projects include the National Geospatial Intelligence Agency (NGA; $1.75 billion), a
neuroscience research facility on the campus of Washington University in St. Louis ($616 million; Aa1 stable), along with a new major
league soccer stadium and related offices ($461 million). The remaining projects are a mix of expansions at existing local businesses
including Anheuser-Busch Companies, LLC (Baa1 stable), redevelopment of abandoned industrial buildings into mixed use properties
with restaurants, entertainment, and residential housing, and a number of hotel and luxury apartment projects. Taxable value has
improved in three of the past four years, including an 8.4% increase to $20.2 billion for fiscal 2020. Current estimates indicate taxable
values will increase 4.6% to $21.1 billion in fiscal 2021.

The city is a regional hub for the healthcare, higher education, manufacturing and finance sectors and further stabilization is provided
by the operations of eight Fortune 500 companies including Express Scripts, Inc. which was purchased by Cigna Corporation (Baa1
stable) in late 2018. Additional Fortune 500 companies include The Boeing Company (Baa2 negative), Wells Fargo Bank, N.A. (A2
negative long-term senior unsecured debt), Centene Corporation (Ba1 stable), Emerson Electric Company (A2 stable), Bayer AG (Baa2
stable), Graybar Electric Company Inc., and Ameren Corporation (Baa1 stable), and Post Holdings, Inc. (B1 stable). The city is also home
to BJC Health System (Aa2 stable) and numerous universities, colleges, and technical schools.

Despite the vast economic activity and investment in the city, economic indicators continue to lag peers in the rating category.
Material population declines have plagued the city over the past several decades driven by migration to the suburbs. The latest US
Census (completed in 2020) reports a population of 301,578, a 5.5% decline from 2010 and a 33% decline from 1980.

Resident income remains well below average, though the city has seen significant improvement since 2010. The city's median
family income equaled 74.6% of the US average in 2019 as compared to just 65.7% of the US average in 2010. The city's June 2021
unemployment rate of 7.4% was higher than both state (5.1%) and national (6.1%) levels for the same period, but well below the
June 2020 rate of 12%. A material portion of the city's economy is involved in hospitality and tourism related industries which is
contributing to the elevated unemployment and should improve as the economy continues to rebound from the impact of the
coronavirus pandemic. Continued population loss, the exodus of major employers, or prolonged economic disruption to the tourism
related industries could present credit pressures if the city is not able to adapt.

Financial operations and reserves: renewed focus on rebuilding reserves has resulted in strongest available operating
reserves in last 20 years
The city's financial profile is likely to remain stable given a projected surplus in fiscal 2021 and the material influx of federal funding in
response to the coronavirus pandemic. The city's revenue structure somewhat isolates it from the effects of population loss and short
term economic disruptions given its status as the regional employment center and reliance on earnings and payroll taxes paid by those
who work in the city (even if that work is remote).

The city ran consecutive operating deficits from fiscal years 2013-17 that resulted in available operating reserves falling to a low of
2.9% of revenue in fiscal 2017. As a result, the city enacted several financial reforms that have resulted in a significantly stronger
financial profile, including budgeting 1.5% of payroll expenditures directly to fund balance (this did not occur in the fiscal 2021 or
2022 budgets in response to the pandemic). Additionally, the city made several one-time transfers from funds with excess reserves to
support the general fund rebuild.

Operating funds (general, debt service, public safety trust, use tax, public safety sales tax, and public safety sales tax II) produced
operating surpluses of $24.3 million and $60.6 million in fiscal 2018 and 2019, respectively. The fiscal 2019 surplus was aided in part by
a one-time $10.1 million transfer of excess reserves made from the parking division to the general fund to boost general fund reserves.
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In fiscal 2020, transfers returned to traditional levels and the city's operating funds produced a $15 million surplus, pushing available
operating reserves to $140.1 million, representing a much healthier 23.3% of revenue.

On a cash basis, management projects fiscal 2021 general fund operations exceeded budget by nearly $32 million, half of which is
dedicated to the capital projects fund by ordinance. The city's fiscal 2021 budget was very conservative and planned for a worst case
scenario. Actual results, however, were better than anticipated. The city's earnings tax increased 11.8% from 2020, though without
the deferral of fourth quarter 2020 payments into the first of 2021, receipts would have been down 2.2%; the earnings tax is by far
the city's largest revenue source at nearly 40%. Payroll taxes performed better than budgeted expectations, though receipts were
still down 8.7% from fiscal 2020. Sales tax revenue was in line with the budget, though down 20.4% relative to 2020. The stress
incurred by these funding sources is noteworthy in that more than 50% of the city's revenue is exposed to sharp economic changes,
though the earnings tax performed fairly well. Positively, the city was able to materially reduce expenditures to compensate for revenue
fluctuation.

The city was awarded $498 million under the American Rescue Plan Act (ARPA) and received $249 million in May. The city dedicated
$123 million of this installment toward addressing housing, food scarcity, public safety, workforce training, small business loans,
community outreach and vaccination programs, (not including $12.4 million from the Emergency Residential Assistance pursuant to
ARPA (“ERA2”)). Additionally, roughly $17.3 million was set aside to address a budget gap in fiscal 2022 caused by the expectation for
soft revenue recovery and the unwinding of some cuts made in fiscal 2021. If financial performance exceeds expectations in fiscal 2022,
the $17.3 million will be reallocated. Management is considering using the remaining $109 million of the first installment to address
capital needs across the city.

Liquidity
The city closed fiscal 2020 with $135 million in operating cash and investments, representing 22.4% of operating revenue. The city's
liquidity is expected to increase in fiscal 2021 with the general fund surplus and the influx of federal funding. Positively, the city did not
utilize cash flow borrowing (TRAN borrowing) in fiscal 2021 and does not anticipate utilizing cash flow borrowing in 2022 or 2023, a
marked departure from prior years practice.

Debt and pensions: elevated leverage a drag on the credit profile
The city's elevated debt profile will remain a challenge absent material mitigation of the above average debt or pension burdens. The
direct debt burden is a high 5.3% of fiscal 2020's full value. The overwhelming majority of the city's debt is either lease revenue debt
or tax increment financings. When excluding the city's TIF debt from the debt burden calculation, the city's direct debt burden would
fall to a more manageable 3.5%. We also note several special taxes and special assessment revenues support various debt service
obligations which somewhat mitigates the high debt profile. Management intends to issue $6 million in general obligation debt in fiscal
2022 to continue addressing blight and encourage redevelopment.

Legal security
The city's general obligation bonds are payable from the city's pledge to levy an ad valorem tax on all taxable, tangible property, real
and personal, within the city, and without limitation as to rate of amount. The city’s full faith, credit and resources are irrevocably
pledged to repayment of the bonds.

The city’s lease appropriation bonds are special obligations of the St. Louis Municipal Finance Corporation, MO and payable solely from
rental payments and certain other revenues derived by the corporation pursuant to the bonds respective leases and indentures. The
City of St. Louis has covenanted, subject to annual appropriation, to pay rental payments to provide for the timely payment of debt
service. If the city fails to budget and appropriate funds for rental payments in any fiscal year, the lease agreements governing each
series will terminate at the end of the year for which funds were appropriated and the city is required to vacate the leased facilities.

Debt structure
All of the city's debt is fixed rate and matures over the long-term (final maturity fiscal 2045). Principal amortization is below average
with 43.5% of general obligation principal repaid within ten years.

Debt-related derivatives
The city is not party to any interest rate swaps or other derivative agreements.
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Pensions and OPEB
The City contributes to the following defined benefit retirement plans: The Firemen's System, the Firefighter's Plan, and the Police
System, which are single-employer plans. The Employees' System is a cost-sharing multiple-employer defined benefit plan. Effective
February 1, 2013, the City replaced the Firemen's System with a new retirement system, The Firefighter's Plan, which was then upheld
in court. Additional discussion regarding the ruling can be found in our publication entitled, “St. Louis Pension Reform Affirmed by
Missouri High Court,” published on February 12, 2015. The three-year average adjusted net pension liability (ANPL), under Moody's
methodology for adjusting reported pension information was a significant $1.4 billion in 2020, or 2.3 times operating revenue and
4.9% of full valuation.

Fixed costs, comprised of debt service ($46.7 million), pension “tread water” contributions ($51.3 million), and OPEB contributions
($14.1 million), equaled $112.1 million in fiscal 2020, representing a manageable 18.6% of operating revenue. Positively, the city’s
pension contributions have exceeded the “tread water” indicator annually since fiscal 2015, meaning that the city's pension
contribution level adequately supports current pension obligations along with the interest on accrued liabilities, assuming plan
assumptions are met. Contributions exceeded “tread water” by $12.2 million in fiscal 2020, equal to roughly 2% of operating revenue.

ESG considerations
St. Louis (City of) MO's ESG Credit Impact Score is a moderately negative CIS-3.

Exhibit 3

ESG Credit Impact Score

Source: Moody's Investors Service

The City of St. Louis' ESG Credit Impact Score is a 3, reflecting moderately negative rating impact and incorporates the city's
moderately negative exposure to social and governance risks, and neutral to low exposure to environmental risks.

Exhibit 4

ESG Issuer Profile Scores

Source: Moody's Investors Service

Environmental
The city’s overall environmental issuer profile score is neutral to low (E-2), reflecting low exposure to environmental risks, including
heat stress and extreme rainfall. Favorably, the city is served by the Metropolitan St. Louis Sewer District, which is engaged in projects
to mitigate flooding risks derived from stormwater runoff.
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Social
Exposure to social risk is moderately negative (S-3) and incorporates the city's exposure to a long-term trend of population decline
with elevated poverty and low resident incomes coupled with an elevated violent crime rate relative to peers. Favorably, the city is
the employment hub of the greater metropolitan area with a significant influx of daytime population providing valuable income tax
revenue to the city. The city is also addressing blight through targeted investments aimed at bringing abandoned buildings up to code
for redevelopment.

Governance
The City of St. Louis' weaker governance is reflected in a score of G-3. The city has taken steps to improve many aspects of governance,
including adopting formal financial policies that require budgeting annual contributions to general fund reserves and toward
maintaining minimum reserves equal to 10% of expenditures. However, the city's reliance on economically sensitive revenue, an
inability to materially increase property tax revenue because of the state's Hancock Amendment, and growing expenditures remain
sources of instability.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt 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.

The assigned rating is two notches from the scorecard indicated outcome which primarily reflects a positively skewed 5-year
operating history given the low starting point of fiscal 2015 and the disconnect between material economic investment and the city's
demographic profile.

Exhibit 5

St. Louis (City of), MO

Scorecard Factors and Subfactors Measure Score

Economy/Tax Base (30%) 
[1]

Tax Base Size: Full Value (in 000s) $21,091,827 Aaa

Full Value Per Capita $69,938 Aa

Median Family Income (% of US Median) 74.6% Baa

Notching Adjustments:
[2]

Institutional Presence Up

Regional Economic Center Up

Other Scorecard Adjustment Related to Economy/Tax Base: Long-term trend of declining population; elevated unemployment Down

Finances (30%)

Fund Balance as a % of Revenues 23.3% Aa

5-Year Dollar Change in Fund Balance as % of Revenues 14.7% Aa

Cash Balance as a % of Revenues 22.4% Aa

5-Year Dollar Change in Cash Balance as % of Revenues 10.5% Aa

Notching Adjustments:
[2]

Unusually volatile revenue structure Down

Management (20%)

Institutional Framework A A

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x) 1.0x Aa

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 5.4% Baa

Net Direct Debt / Operating Revenues (x) 1.9x A

3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 6.6% Baa

3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 2.3x A

Scorecard-Indicated Outcome A1

Assigned Rating A3

[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.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.
Sources: St. Louis' audited financial statements; US Census Bureau; Moody's Investors Service
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MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.
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