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Johns Creek (City of) GA
New Issue - Moody's Assigns Aaa to Johns Creek, GA's $40M
GO Bonds 2017; Outlook Stable
Summary Rating Rationale
Moody's Investors Service has assigned an initial Aaa rating to Johns Creek, GA's $40 million
General Obligation Bonds, Series 2017. The city's outlook is stable.
The Aaa rating reflects the city's large tax base with above average socioeconomic factors,
ample reserve position and low fixed costs.
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Credit Strengths
»

Large tax base with strong socioeconomic factors

»

Healthy financial position bolstered by fiscal policies and long term planning

»

Low debt burden; no pension liability

Credit Challenges
»

Future tax base growth is limited due to built out nature of the city

Rating Outlook
The stable outlook reflects the expectation that the city’s tax base will continue to benefit
from proximity to Atlanta and that the city’s financial position will remain healthy due to
long term planning.

Factors that Could Lead to an Upgrade
»

Not applicable

Factors that Could Lead to a Downgrade
»

Substantial declines in reserves

»

Tax base deterioration
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Key Indicators
Exhibit 1

2017 FV ($000) = $11,359,685; 2017 FV Per Capita = $136,313
Source: Moody's Investors Service

Detailed Rating Considerations
Economy and Tax Base - Large, Residential Suburb of Atlanta
Located in Fulton County (Aa1 stable), the city's tax base is largely residential and serves as a suburb to Atlanta (Aa1 stable). While the
base saw moderate declines throughout the recession, the city has realized three consecutive years of growth, increasing to a sizable
$11.4 billion in fiscal 2017.
Several of the city's larger employers have recently invested in existing facilities, adding employees. Alcon, an eye care manufacturing
company, has invested $500 million and added 550 employees since 2013. Ebix, a healthcare and insurance software developer, is
in the process of relocating approximately 500 employees from California. Emory Johns Creek Hospital continues to expand and add
new practices to its facility. Tax base expansion over the next several years will be driven by redevelopment, expansion of existing
commercial presence and residential development; however, growth will be moderate as the city is largely built out.
Full value per capita is above average at $136,313 and socioeconomic factors are very strong, with median family income equal to
189% of the nation. Unemployment is in line with the state at 5.2% as of December 2016.
Financial Operations and Reserves - Ample Reserve Position Expected To Remain Strong
The city's healthy financial position will remain sound given management's long term planning, financial policies and demonstrated
trends of conservative budgeting. Prior to fiscal 2016, General Fund balance was very strong, averaging 90.4% of revenues over three
years. In fiscal 2016, the General Fund saw a $23.8 million decrease due to the transfer of nearly $36 million to the Capital Projects
Fund. Despite the transfer, General Fund balance remained strong at $27.9 million, or 51.7% of revenues. The majority of the transfer
($22 million) was used for one-time land purchases for city parks. Seven million dollars of the transfer was to establish accrual accounts
to support upgrades and maintenance of city owned assets and vehicles in the future. Available fund balance across the operating
funds, which includes capital project funds, is also strong at $38 million, or 68.5% of revenues.
The fiscal 2017 budget represents a 5% increase over the prior year and is balanced without the use of fund balance. The budget
includes a slight tax rate decrease, which is largely offset by tax base growth, and $9.6 million in transfers to the capital project fund to
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support pay-go projects and the accrual accounts mentioned above. Not included in the budget was a $9.4 million cash purchase of a
new city hall building, which is expected to be reimbursed with bond proceeds (see below).
The largest revenue source is local option sales tax (LOST, 38.7% of revenues in fiscal 2016), followed by property taxes (31.9%).
Importantly, the LOST is distributed by the county based on population, not point of sale, a benefit to the city as it is largely residential
and does not have a substantial commercial base.
LIQUIDITY

The city's General Fund cash position declined in fiscal 2016 to $8.2 million (15.2% of revenues) from $42.6 million ($76.3% of
revenues) the prior year largely due to the transfer discussed above. The city operates on a September 30 fiscal year end, which is a
cash low point in time due to the collection of property taxes in October through December. Operating cash position is strong at $21.2
million, or 38.3% of revenues.
Debt and Pensions - Low Fixed Costs Due to No Pension or OPEB Liabilities
Following the current sale, the city's debt burden will increase to a manageable 0.4% of full value, which includes several outstanding
notes payable. The city plans to issue certificates of participation through the Georgia Municipal Association within the next year to
reimburse the General Fund for the $9.4 million purchase of a new city hall building and fund minor renovations to the building.
The city will benefit from the newly adopted Transportation Special Purpose Local Option Sales Tax (TSPLOST), which was approved by
Fulton County voters in November. The 0.75% TSPLOST is expected to generate $82 million for the city over the next five years and
will support road, bridges and other transportation related capital needs. All other capital projects are expected to be supported on a
pay-go basis, with no significant debt planned for the next several years.
DEBT STRUCTURE

All of the city's debt is fixed rate.
DEBT-RELATED DERIVATIVES

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

The city maintains a defined contribution plan for all employees and contributed a manageable $2.2 million in fiscal 2016. The city
does not provide OPEB.
Management and Governance
The city benefits from formal policies for debt, budget and reserves and monthly monitoring of revenues and expenditures. The city
also maintains a long term 10 year financial plan, which allows management to proactively plan for future maintenance and capital
needs, while ensuring sound financial position.
Georgia Cities have an Institutional Framework score of Aaa, which is high compared to the nation. Institutional Framework scores
measure a sector's legal ability to increase revenues and decrease expenditures. The sector's main revenue source is property taxes.
Johns Creek has a locally-imposed property tax cap, equal to 4.731 mills. This relative limitation is mitigated by the city's reliance on
non-property tax revenues and low fixed costs, discussed above. Unpredictable revenue fluctuations tend to be moderate, or between
5-10% annually. Across the sector, fixed and mandated costs are generally less than 25% of expenditures. Georgia is a Right to Work
state, providing significant expenditure-cutting ability. Unpredictable expenditure fluctuations tend to be minor, under 5% annually.

Legal Security
The 2017 bonds are secured by the city's unlimited property tax pledge.

Use of Proceeds
Bond proceeds will fund a variety of capital projects for the city's parks.

Obligor Profile
Incorporated in 2006, the City of Johns Creek is located in Fulton County. As of 2015, the city's population was estimated at 82,203.
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Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in December 2016. Please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

Ratings
Exhibit 2

Johns Creek (City of) GA
Issue

General Obligation Bonds, Series 2017
Rating Type
Sale Amount
Expected Sale Date
Rating Description

Rating

Aaa
Underlying LT
$40,000,000
03/27/2017
General Obligation

Source: Moody's Investors Service
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