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Credit Profile

US$49.215 mil GO sch bnds ser 2018 due 08/01/2038

Long Term Rating AAA/Stable New

Brunswick Cnty ltd oblig rfdg bnds

Long Term Rating AA+/Stable Upgraded

Brunswick Cnty GO bnds

Long Term Rating AAA/Stable Upgraded

Brunswick Cnty APPROP

Long Term Rating AA+/Stable Upgraded

Brunswick Cnty APPROP

Long Term Rating AA+/Stable Upgraded

Brunswick Cnty GO

Long Term Rating AAA/Stable Upgraded

Smithville Twp ltd tax hosp rfdg bnds

Long Term Rating AA+/Stable Upgraded

Brunswick Cnty certs of part

Unenhanced Rating AA+(SPUR)/Stable Upgraded

Brunswick Cnty GO

Unenhanced Rating AAA(SPUR)/Stable Upgraded

Many issues are enhanced by bond insurance.

Rationale

S&P Global Ratings raised its long-term rating to 'AAA' from 'AA+' on Brunswick County, N.C.'s general obligation

(GO) debt. Additionally, S&P Global Ratings raised its long-term rating to 'AA+' from 'AA' on the county's

appropriation-backed debt and on Smithville, N.C.'s series 2012 limited-tax hospital bonds, supported by a 4-cent

pledge levied by the county within the township. At the same time, S&P Global Ratings assigned its 'AAA' long-term

rating to the county's 2018 GO school bonds. The outlook is stable.

The rating action reflects our view of Brunswick County's very strong flexibility position, supported by its

comparatively low property tax rate, comparatively healthy liability profile (with a low prospective debt burden and

manageable pension and other postemployment benefits, or OPEB, position compared with its budget and economy),

and inclusion in both the Myrtle Beach, S.C., and Wilmington, N.C., metro areas.

The 2018 bonds and the county's GO debt outstanding are secured by its full faith and credit, including its pledge to
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levy ad valorem property taxes without limitation as to rate or amount.

Proceeds from the 2018 GO bonds will be used be for school capital purposes, including classroom additions and the

construction of a new middle school. The 2018 bonds are part of a larger GO authorization of $152 million approved

by voters in 2016. The remaining authorized debt will be through 2022.

The 'AA+' rating on the county's LOBs is based on the application of our "Issue Credit Ratings Linked To U.S. Public

Finance Obligors' Creditworthiness" criteria, published Jan. 22, 2018 on RatingsDirect, reflecting our view of the

county's general creditworthiness while notching one for the annually contingent nature of the obligations, with

installment payments subject to annual appropriation.

Smithville Township, N.C.'s 2012 limited-tax hospital bonds are payable solely from revenue from a special limited ad

valorem tax levied by Brunswick County on the assessed property in the township and is limited to 4 cents per $100 of

assessed value (AV). However, the county's board of commissioners has the legal authority to expand the township's

boundaries without action of its residents to meet debt service requirements. Brunswick County collects the taxes and

remits them to a county-administered agency fund from which debt service is paid first, and any residual funds are

then contributed to the hospital for maintenance and operations. The millage rate is set annually by the board of

commissioners and is currently levied at the 4-cent maximum. Based on the application of our "Issue Credit Ratings

Linked To U.S. Public Finance Obligors' Creditworthiness" criteria, we make a one-notch rating distinction between

the county GO rating and the Smithville limited-tax hospital bond rating because the pledged revenue is from a

measurably narrower tax base than that of the county and limited taxing flexibility exists under the cap.

The county GO rating is eligible to be higher than the sovereign rating because we believe the county can maintain

strong credit characteristics relative to the U.S. sovereign in a stress scenario. Under our criteria "Ratings Above the

Sovereign: Corporate and Government Ratings--Methodologies and Assumptions," published Nov. 19, 2013, the

county has predominantly locally derived revenue with independent taxing authority and independent treasury

management from the federal government.

The 'AAA' long-term GO rating reflects our view of the county's:

• Strong economy, with market value per capita of $195,934 and projected per capita effective buying income (EBI) at

92.8% of the national level;

• Very strong management, with strong financial policies and practices under our Financial Management Assessment

(FMA) methodology;

• Strong budgetary performance, with a slight operating surplus in the general fund and an operating surplus at the

total governmental fund level in fiscal 2017;

• Very strong budgetary flexibility, with an available fund balance in fiscal 2017 of 32% of operating expenditures;

• Very strong liquidity, with total government available cash at 91.4% of total governmental fund expenditures and

11.7x governmental debt service, and access to external liquidity we consider exceptional;

• Very strong debt and contingent liability position, with debt service carrying charges at 7.8% of expenditures and

net direct debt that is 57.5% of total governmental fund revenue, as well as low overall net debt at less than 3.0% of

market value and rapid amortization, with 71.7% of debt scheduled to be retired in 10 years, but significant
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medium-term debt plans; and

• Very strong institutional framework score.

Strong economy

We consider Brunswick County's economy strong. The county has an estimated population of 127,750. The county has

a projected per capita EBI of 92.8% of the national level and per capita market value of $195,934. Overall, the county's

market value grew by 3.1% over the past year to $25 billion in 2018. The county unemployment rate was 6.3% in 2016.

Brunswick County is located in southeastern North Carolina along the Atlantic Coast immediately southwest of the

City of Wilmington. The county is considered part of the Myrtle Beach, S.C., metropolitan statistical area (MSA), but is

also integrated with the adjacent Wilmington MSA, which we consider broad and diverse. The county's economy is

predominantly driven by tourism and seasonal activity, and the county maintains a large, growing retirement

population. The county's population has grown by 26% over the past 10 years and its coastal communities experience

a significant influx of seasonal residents during the summer months.

Residential and commercial development has occurred primarily in the Leland area along its Interstate 140 corridor,

near Wilmington. We understand the county is marketing two large industrial sites--each with over 1,000 acres of

land--to spur tax base and employment growth. The county's AV has grown by 6.7% over the past three years

following a revaluation in 2015, effective for fiscal 2016. The county's next revaluation, in 2019, will be effective for

fiscal 2020; officials are anticipating growth of around 4% from the revaluation.

Very strong management

We view the county's management as very strong, with strong financial policies and practices under our FMA

methodology, indicating our view that financial practices are strong, well embedded, and likely sustainable.

Key financial management practices and policies include:

• Conservative and comprehensive budget development processes that incorporate a zero-based budgeting approach;

• Monthly reporting of budget-to-actual performance and investment information;

• Maintenance of an annually adopted five-year capital improvement program that identifies funding sources;

• A long-term financial plan, detailing revenue and expenditure projections over five years for major county funds;

• A formal investment policy that specifies permissible investments and maturities, investment objectives, risk and

diversification targets, and reporting;

• A formally adopted debt management policy that limits debt service costs to 10% to 13% of general fund

expenditures and includes other qualitative metrics; and

• A reserve policy that requires a minimum unassigned general fund balance of 20% of expenditures.

Strong budgetary performance

Brunswick County's budgetary performance is strong, in our opinion. The county had a slight surplus operating result

in the general fund of 0.7% of expenditures and a surplus result across all governmental funds of 4.2% in fiscal 2017.

S&P Global Ratings adjusted the data for nonrecurring items as well as recurring transfers out of the general fund
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(primarily to capital project funds). The county has generated operating surpluses in four of the past five years as

revenue growth has outpaced expenditures. Property taxes, accounting for 63% of 2017 general fund revenue, grew by

10.8% over the past five years, while local option sales taxes, at 12% of general revenue, grew by 40.4%. Consistent

with historical budgeting practices, the 2017 original budget included the use of $3.3 million in reserves, though the

county realized a surplus as a result of conservative budgeting and positive revenue and expenditure variances in line

with past performance.

As with prior budgets, the 2018 budget included the appropriation of $3.4 million in reserves for operations. However,

officials report that the county will generate another surplus, adding around $5 million to reserves. Officials report that

the 2019 budget will be similar in construction to prior budgets, though service demands continue to increase as the

county grows. Given the county's record of conservative budgeting, we expect performance to remain strong.

Very strong budgetary flexibility

Brunswick County's budgetary flexibility is very strong, in our view, with an available fund balance in fiscal 2017 of

32% of operating expenditures, or $61.0 million. We expect the available fund balance to remain above 30% of

expenditures for the current and next fiscal years, which we view as a positive credit factor.

Given the surplus expected for 2018, the county's track record of achieving positive variances relative to its budget,

and management's lack of plans to spend down reserves, we anticipate that the county's budgetary flexibility position

will remain very strong.

Officials report that the county will likely modestly increase the millage rate to accommodate the debt service

associated with its $152 million GO school bond program, with the first increase anticipated in fiscal 2020. We note the

county has significant capacity given that its property tax rate of 48 cents is well below the state median for counties of

69 cents (state average of 67 cents).

Very strong liquidity

In our opinion, Brunswick County's liquidity is very strong, with total government available cash at 91.4% of total

governmental fund expenditures and 11.7x governmental debt service in 2017. In our view, the county has exceptional

access to external liquidity if necessary.

The county's investments are in certificates of deposit and the state investment pool, which we do not consider

aggressive. Finally, we believe Brunswick County has exceptional access to external liquidity based on its recent

issuance of GO bonds, LOBs, enterprise revenue bonds, and capital leases. With expectations for stable-to-positive

financial performance, we anticipate that the county's liquidity position will remain very strong.

Very strong debt and contingent liability profile

In our view, Brunswick County's debt and contingent liability profile is very strong. Total governmental fund debt

service is 7.8% of total governmental fund expenditures, and net direct debt is 57.5% of total governmental fund

revenue. Overall net debt is low at 0.7% of market value, and approximately 72.0% of direct debt is scheduled to be

repaid within 10 years, which are, in our view, positive credit factors. Negatively affecting our view of the county's debt

profile are its significant medium-term debt plans.

All debt is fixed rate and the county expects its next issuance to occur in 2020 in the amount of $47.55 million, with
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phase two of its GO school bond program. Issuance associated with the third and final phase is expected in 2022, with

an estimated par amount of $51.5 million.

Brunswick County's combined required pension and actual OPEB contributions totaled 3.4% of total governmental

fund expenditures in 2017, with 2.0% representing required contributions to pension obligations and 1.4% representing

OPEB payments. The county made its full annual required pension contribution.

The county participates in the North Carolina Local Government Employees' Retirement System (LGERS). In addition,

it participates in the Law Enforcement Officers' Special Separation Allowance and the Registers of Deeds'

Supplemental Pension Fund, both state-run, defined benefit plans. The county's proportionate share of LGERS, the

largest plan to which it contributes, is 94% funded based on the plan's latest audit. The discount rate on the plan was

recently reduced to 7.2%.

The county OPEB plan allows eligible retirees to participate in the county's health care plan, with term limits and

cost-sharing varying by hire date. Contributions are funded on a pay-as-you-go basis. The plan maintains an unfunded

liability of $102 million as of June 30, 2016, equal to 53% of governmental revenue, though we note the county board

may amend benefits.

Very strong institutional framework

The institutional framework score for North Carolina counties is very strong.

Outlook

The stable outlook reflects our view of the county's very strong financial position supported by its very strong financial

practices and policies. We do not anticipate changing the rating over the outlook horizon. All else equal, if the county

were to experience a period of operating deficits leading to unexpected draws on reserve and liquidity positions, we

could lower the rating. We could also lower the rating if the county experiences a reduction in AV or a sustained

economic contraction, or significant declines in reserves related to issues associated with coastal geography.

Related Research

• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013

• Incorporating GASB 67 And 68: Evaluating Pension/OPEB Obligations Under Standard & Poor's U.S. Local

Government GO Criteria, Sept. 2, 2015

• 2017 Update Of Institutional Framework For U.S. Local Governments

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
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on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left

column.
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