
Summary:

Ramsey, Minnesota; General
Obligation

Primary Credit Analyst:

Emma Drilias, Chicago (1) 312-233-7132; emma.drilias@spglobal.com

Secondary Contact:

David H Smith, Chicago + 1 (312) 233 7029; david.smith@spglobal.com

Table Of Contents

Rating Action

Stable Outlook

Credit Opinion

Related Research

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT SEPTEMBER 21, 2021   1



Summary:

Ramsey, Minnesota; General Obligation

Credit Profile

US$10.7 mil GO cap imp plan rfdg bnds ser 2021A dtd 10/19/2021 due 12/15/2031

Long Term Rating AA+/Stable New

Ramsey GO

Long Term Rating AA+/Stable Affirmed

Ramsey GO

Long Term Rating AA+/Stable Affirmed

Ramsey GO

Long Term Rating AA+/Stable Affirmed

Ramsey GO

Long Term Rating AA+/Stable Affirmed

Rating Action

S&P Global Ratings assigned its 'AA+' long-term rating to the City of Ramsey, Minn.'s $10.7 million series 2021A

general obligation (GO) capital improvement plan refunding bonds. At the same time, S&P Global Ratings affirmed its

'AA+' rating on the city's existing GO bonds. The outlook is stable.

The city's GO unlimited property tax pledge secures the series 2021A bonds. Bond proceeds will current-refund the

city's series 2012A GO capital improvement plan bonds for interest-cost savings.

Credit overview

The city has consistently reported positive operating results in recent years supported by a growing tax base and what

we view as good financial management practices and policies. In our view, Ramsey's underlying economy lacks the

depth of higher-rated peers, but the city benefits from its participation in the broad and diverse Minneapolis-St.

Paul-Bloomington metropolitan statistical area (MSA). Ramsey reported a sizable operating surplus of $1.2 million

(8.3% of general fund expenditures) in fiscal 2020, bolstering the city's very strong reserves to 69% of expenditures,

and projects a breakeven result for fiscal 2021. Offsetting these strengths is the city's weak debt profile, which we do

not expect will improve based on Ramsey's plans to issue new debt over upcoming years.

The rating reflects our assessment of the following factors for the city:

• Developing and predominantly residential suburb located in the broad and diverse Minneapolis-St.

Paul-Bloomington MSA;

• Good financial policies and practices and historically stable revenues support sizable operating surplus and higher

reserves in fiscal 2020; and

• Weak debt and contingent liability profile, with an elevated debt service carrying charge and plans for future debt

issuance.
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Environmental, social, and governance (ESG) factors

We analyzed Ramsey's ESG risks relative to the city's economy, management, financial measures, and debt and

liability profile and determined all are in line with our view of the sector standard.

Stable Outlook

Downside scenario

We could lower the rating if, due to budgetary imbalance or planned drawdowns, available reserves materially weaken.

Upside scenario

A higher rating is possible with strengthening of multiple credit factors including moderation to the city's debt profile,

higher incomes, and enhanced financial policies.

Credit Opinion

Growing residential tax base, with access to the Twin Cities MSA supports a strong economy

Ramsey is approximately 20 miles north of Minneapolis in Anoka County. City residents benefit from participation in

the Minneapolis-St. Paul-Bloomington MSA, as reflected in Ramsey's good incomes and extremely strong market

values. While most residents commute throughout the MSA for employment, several sizable employers are located

within the city itself, including Life Fitness (460 employees); Connexus Energy, a utility (250); and Hoya Optical Labs,

an optical goods manufacturer (230).

The city's tax base is predominantly residential (66%), followed by commercial/industrial (20%). Residential growth in

Ramsey has been strong in recent years and has led to steady increases in market value. We expect this positive

valuation trend to continue based on recent building permitting trends for new residential and industrial developments.

Management reports no significant business closures or layoffs resulting from the pandemic among large area

employers. In 2020, the area unemployment rate averaged 6.3% throughout the year, just above the statewide rate of

6.2% and below the national rate of 8.1%. Over upcoming years, we expect the city's economy will remain stable given

Ramsey's location in the growing Twin Cities region.

(For our latest U.S. economic forecast, see "Economic Outlook U.S. Q3 2021: Sun, Sun, Sun, Here It Comes," published

June 24, 2021, on RatingsDirect.)

Strong management, with detailed long-term planning for operations and capital improvements

Highlights of Ramsey's financial policies and practices include:

• Reference to four years of historical data, outside data sources, and line-item estimates during budget development;

• Monthly budget-to-actual reports to the council, with a budget that can be amended as necessary throughout the

year;

• A five-year financial forecast, updated annually;

• A 10-year capital improvement plan, updated annually;
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• A formal investment management policy, along with management reporting investment holdings to the council

monthly;

• A formal, albeit limited debt management policy; and

• A formal general fund reserve policy to maintain a minimum of 50% of expenditures, which the city has historically

followed.

We also note the city has implemented policies and practices to help mitigate its exposure to cybersecurity risks,

including contracting with a regional service provider for cybersecurity.

Sizable operating surplus, with federal stimulus funds, supports maintenance of very strong
budgetary flexibility and liquidity

For fiscal 2021, Ramsey budgeted for a breakeven result in the general fund, which management indicates the city is

on track to achieve by fiscal year-end. The city will receive up to $3 million under the American Rescue Plan Act,

which will likely be used toward capital improvements and equipment purchases over upcoming years.

In fiscal 2020, the city reported a sizable $1.2 million (8.3%) general fund surplus, representing positive variance

compared with its breakeven budget. Ramsey received a total of $2.0 million of funding distributed under the federal

CARES Act for extraordinary pandemic-related expenses, which contributed to the positive result. The city's primary

fiscal 2020 general fund revenues were stable throughout pandemic-induced recessionary pressures and consisted of

property taxes (70%), intergovernmental sources (17.7%), and licenses and permits (5.6%). Based on Ramsey's

historically positive budgetary performance and expectations for at least a breakeven result in fiscal 2021, we expect

the city will likely maintain strong budgetary performance.

At fiscal 2020 year-end, the city reported total available cash and investments available for liquidity of $79.3 million

(320% of total governmental expenditures) and a general fund reserve of $10 million (69% of general fund

expenditures). Management expects to maintain compliance with the city's formal general fund reserve policy of 50%

and we anticipate that reserves will likely remain stable given the city's lack of plans to drawdown. Ramsey does not

have any potential contingent liabilities and has no exposure to direct-purchase debt that could weaken its cash

position. Given Ramsey's recent positive budgetary performance and balanced budget projections, we believe

budgetary flexibility and liquidity will remain very strong.

Weak debt and contingent liability profile with plans for new debt issuance

Management indicates the city could issue up to $3.5 million in debt to finance capital equipment purchases over

upcoming years. Based on these plans, we expect Ramsey's debt service carrying charge will remain elevated and that

the city's overall debt and contingent liability profile will remain weak.

Moderate pension and OPEB exposure, with medium term costs that are unlikely to accelerate

We do not believe that pensions represent a significant credit pressure for Ramsey, as the cost-sharing,

multiple-employer, defined-benefit plans in which the city participates are currently well-funded and costs are modest

as a share of total spending. Although the city funds its OPEB on a pay-as-you-go basis, exposing it to cost

acceleration and volatility, we expect that medium-term costs will remain only a small share of total spending and

therefore not a significant budgetary pressure.
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The city participates in the following plans:

• Minnesota General Employees Retirement Fund (GERF): 79.1% funded (as of June 30, 2020), with an estimated city

proportionate share of the plan's net pension liability of $3.4 million.

• Minnesota Public Employees Police and Fire Fund (PEPFF): 87.2% funded ( as of June 30, 2020), with an estimated

city proportionate share of the plan's net pension liability of $3.2 million.

• An implicit rate subsidy arising from retirees staying on the city's plan while paying active premium rates: 0%

funded, with a liability of $462,000 (as of Dec. 31, 2019).

Combined costs for pension and OPEBs came to 3.2% of adjusted governmental fund expenditures in fiscal 2020.

Plan-level contributions to GERF and PEPFF were, respectively, 85% and 96% of our minimum funding progress

metric in 2020 and both were above static funding. Annual contributions are based on a statutory formula that has

typically produced contributions less than the actuarially determined contribution, which we think increases risk of

underfunding over time if future funding shortfalls are not met with offsetting adjustments by the state legislature.

Other key risks include a 7.5% investment rate of return assumption that indicates exposure to funding volatility due to

market risk, and an amortization method that significantly defers contributions into the future through a lengthy, closed

amortization period based on a level 3.25% payroll growth assumption. Although we see some risk of funding volatility

and cost deferrals resulting in increasing cost pressures in the future, we also recognize that Ramsey's annual

contributions represent only a modest share of the city's budget, and we think it could absorb costs increases should

they materialize with some balance of modest spending offsets or levy increases.

Strong institutional framework

The institutional framework score for Minnesota cities with a population greater than 2,500 is strong.

Ramsey, Minn. -- Key Credit Metrics

Most recent Historical information

2020 2019 2018

Strong economy

Projected per capita EBI % of U.S. 103.0

Market value per capita ($) 120,962

Population (no.) 27,154 27,050 26,470

County unemployment rate (%) 6.3

Market value ($000) 3,284,612 3,022,065 2,811,159

Top 10 taxpayers % of taxable value 11.8

Strong budgetary performance

Operating fund result % of expenditures 8.3 3.0 4.7

Total governmental fund result % of expenditures -1.0 13.0 13.8

Very strong budgetary flexibility

Available reserves % of operating expenditures 69.0 69.1 69.3

Total available reserves ($000) 10,073 8,857 8,469

Very strong liquidity

Total government cash % of governmental fund expenditures 320.1 422.6 353.0
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Ramsey, Minn. -- Key Credit Metrics (cont.)

Most recent Historical information

2020 2019 2018

Total government cash % of governmental fund debt service 1611.6 2449.9 2136.8

Strong management

Financial Management Assessment Good

Weak debt & long-term liabilities

Debt service % of governmental fund expenditures 19.9 17.3 16.5

Net direct debt % of governmental fund revenue 119.1

Overall net debt % of market value 2.1

Direct debt 10-year amortization (%) 60.7

Required pension contribution % of governmental fund expenditures 3.2

OPEB actual contribution % of governmental fund expenditures 0.0

Strong institutional framework

EBI--Effective buying income. OPEB--Other postemployment benefits.
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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.
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