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Crawford County's (Aa3) credit profile is highlighted by its consistent operating performance
that we anticipate will sustain sound fund balance and liquidity. Additionally, the county's
total leverage of outstanding debt, adjusted pension and other post-employment benefit
(OPEB) liabilities are moderate, with annual fixed costs remaining manageable. These
strengths are weighed against the county's relatively remote location and limited local
economy that may restrict upward credit pressure in the future unless countered with a
material strengthening of other factors.
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On April 26, 2019 we assigned an initial Aa3 rating to the county's $3.0 million General
Obligation Unlimited Tax Bonds, Series 2019.
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Credit challenges
» Remote location and limited economy restrict tax base growth potential
» Michigan's strict tax caps limit revenue growth

Rating outlook
Outlooks are typically not assigned to local governments with this amount of debt.

Factors that could lead to an upgrade
» Significant economic and tax base expansion coupled with materially improved resident
income indices
» Sustained strengthening of operating fund balance and liquidity
» Moderation of the county’s long term liability burden relative to its tax base and size of
annual operations

Factors that could lead to a downgrade
» Notable economic and/or tax base contraction
» Sustained declines in operating fund balance or liquidity
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» Material growth in the county’s long term liability burden relative to its tax base and size of annual operations

Key indicators
Exhibit 1

Crawford County, MI

2014

2015

2016

2017

2018

$1,248,545

$1,217,948

$1,223,670

$1,283,993

$1,374,603

13,941

13,895

13,840

13,821

13,821

$89,559

$87,654

$88,415

$92,902

$99,458

80.1%

80.0%

75.6%

73.0%

73.0%

$6,111

$6,220

$6,402

$6,143

$6,664

$3,609

$3,464

$3,331

$3,461

$3,301

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances
Operating Revenue ($000)
Fund Balance ($000)
Cash Balance ($000)

$730

$765

$1,143

$1,047

$990

Fund Balance as a % of Revenues

59.1%

55.7%

52.0%

56.3%

49.5%

Cash Balance as a % of Revenues

11.9%

12.3%

17.9%

17.0%

14.9%

$2,540

$1,910

$8,645

$8,270

$7,195

$22,684

$15,216

$18,165

$9,628

$10,128

0.2%

0.2%

0.7%

0.6%

0.5%

Net Direct Debt / Operating Revenues (x)

0.4x

0.3x

1.4x

1.3x

1.1x

Moody's - adjusted Net Pension Liability to Full Value (%)

1.8%

1.2%

1.5%

0.7%

0.7%

Moody's - adjusted Net Pension Liability to Revenues (x)

3.7x

2.4x

2.8x

1.6x

1.5x

Debt/Pensions
Net Direct Debt ($000)
Moody's Single-Year ANPL ($000)
Net Direct Debt / Full Value (%)

Reported operating funds consist of the county's general, debt service, housing commission, revenue sharing, library, and combined delinquent tax revolving funds.
Sources: Moody's Investors Service, US Census Bureau, Crawford County annual financial statements

Profile
Crawford County encompasses 563 square in the north-central portion of the state’s Lower Peninsula. The county operates under an
elected Board of Commissioners and provides county services to a population of 13,821. The City of Grayling is the county seat.

Detailed credit considerations
Economy and tax base: limited local economy and tax base in northern Michigan
We anticipate the local tax base and economy will remain stable for the next several years given recent valuation trends and
unemployment rates that continue to moderate. However, long term growth trends are likely to lag given a limited local economy and
relatively remote location that have contributed to declining demographics. Home to just under 14,000 full time residents, Crawford
County's seat, Grayling, is located approximately 50 miles east of northern Michigan's largest employment base in Traverse City.
Favorably, the county's rural location attracts recreational tourists and a number of secondary home or cabins that help to sustain the
tax base.
Currently valued at $1.4 billion the county's tax base has grown at an average annual rate of 2.3% over the last five years, though it
still remains 13% below its 2008 pre-recession peak. Approximately 70% of the county's area is public land and tax exempt. Of the
property that is taxable, residential real estate makes up the bulk (75% of 2018 taxable value), followed by personal (11%), industrial
(7%), and commercial (7%) property. Full value per capita is relatively strong at $99,458, which is reflective of the modest year-round
population and presence of seasonal second homes.
The county's shallow employment base, waning socioeconomic characteristics and demographics will significantly restrict upward
credit potential. Notable local employers include a hospital, local governments, and particle board manufacturer. Major business
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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investments going forward will likely be restricted given a dearth of available workers as the county's population is estimated to have
fallen by roughly 2% since 2010, while the average median age has increased to a mature 50 years. The unemployment rate has
steadily fallen over the past several years, though remains elevated at 6.3% in February 2019, as compared to the state and national
rates which each stood at 4.1%. The reduction to the county's rate has been significantly impacted by a dwindling labor force that has
contracted by 14% since 2009. Resident income indices are low with median family income currently pegged at 73% of the US.
Financial operations and reserves: satisfactory fund balance and liquidity
We anticipate the county's financial operations will remain steady given management's demonstrated history of maintaining healthy
reserves within a narrow range. Management reports an official policy to maintain its general fund balance at a minimum of 10% of
annual operating expenditures, a level which it currently slightly exceeds. The county recorded four consecutive modest operating
surpluses in its general fund prior to a $101,000 operating deficit in fiscal 2018. The most recent deficit resulted in a year-end available
general fund balance of $690,000, equal to 11.9% of annual revenue. In addition to the general fund, the county maintains reserves
in other core operating funds which provide additional resources to provide cushion against future potential budgetary challenges.
Moody's calculated operating funds include the county's debt service, housing commission, revenue sharing, library, and combined
delinquent tax revolving funds. At the close of fiscal 2018 the county's combined available operating fund balance stood at $3.3
million, equal to a solid 49.5% of combined revenue. Officials project an $80,000 draw on general fund reserves for fiscal 2019 (yearend September 30).
We note that significant increases to available reserves may be difficult to achieve given the county's restrictive revenue raising
environment related to the state's constitutional rollback and assessment caps. The tax caps will limit the county's ability to leverage
tax base growth, while also leaving the county vulnerable to revenue loss during periods of tax base declines. Property taxes are the
county's largest revenue source, accounting for 43% of fiscal 2018 total governmental revenue. In addition to the general operating
millage, the county has a variety of supplemental millages dedicated to specific purposes, including public safety, recreation, library,
services for senior citizens, and public transit. Other major revenue streams include charges for services (21%), state aid (15%) and
federal aid (10%).
LIQUIDITY

The county's liquidity is healthy relative to its budget size. At the close of fiscal 2018, the county held $2.4 million in cash across all
governmental funds, equal to 20.7% of total governmental revenue. Moody's calculation of operating cash totaled $990,000, net
of $750,000 in delinquent tax anticipation notes (DTANs) due. The county utilizes its delinquent tax revolving funds to purchase the
delinquent taxes of underlying local governments, collecting fees and interest expenses on the taxes that are subsequently received.
The county annually finances all or a portion of its purchases through short-term DTANs, which are subsequently retired with the
collection of delinquent taxes.
Debt and pensions: growing but manageable debt burden, moderate pension burden
While set to rise, the county's debt burden will remain moderate. Crawford County plans to sell $3.0 million in general obligation
unlimited tax (GOULT) bonds for capital projects at the county's main library. The borrowing was authorized by county voters at
an August 7, 2018 election. Debt service on the new bonds will be funded through a dedicated property tax, unlimited as to rate or
amount, meaning that it should have negligible impact on county operations, as compared to outstanding general obligation limited
tax (GOLT) debt which is paid through the county's operating budget. Following the sale of the upcoming bonds, the county's debt
burden will rise to a moderate 0.7% of full value and 1.5x operating revenue.
DEBT STRUCTURE

In addition to the upcoming GOULT bonds, the county's long-term debt portfolio consists of $7.2 million of GOLT debt, the majority of
which was issued in 2016 to fully fund its pension plan on a reported basis. All series of debt are structured with relatively even annual
debt service through final maturity. Principal amortization, including upcoming bonds, is average with an estimated 69% retired within
the next ten years.
DEBT-RELATED DERIVATIVES

The county is not a party to any derivative or interest rate swap agreements.
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PENSIONS AND OPEB

The county participates in a defined benefit pension plan administered by the Michigan Municipal Employees’ Retirement System
(MERS). The pension bonds issued in 2016 were used to retire on a reported basis the outstanding net pension liability (NPL) of the
plan. The plan began closing to various divisions/employee groups in the mid-2000's, and currently has a total of 149 inactive and
active employees that are receiving or are scheduled to receive pension benefits.
Although bond proceeds have resulted in a reported net pension asset of $1.1 million as of its most recent actuarial date, our
calculation of the ANPL, based upon our methodology of adjusting reported pension information, still results in a moderate pension
burden. Our single-year ANPL for fiscal 2018 stands at $10.1 million, equal to 0.7% of full vale and 1.5x operating revenue. In fiscal
2018, the county contributed $183,000 to the plan, despite being fully funded on a reported basis due to contractual obligations with
employee groups.
We note that the issuance of pension obligation bonds creates the potential for future budgetary risk. The county's reported unfunded
liability is calculated using certain actuarial inputs, including an assumed rate of return on existing assets. Asset returns that fall below
the assumed rate of return used in determining the unfunded liability could result in development of an additional unfunded liability
in future years. In that event, the county would have to make currently unbudgeted pension payments to the plan while continuing to
make debt service payments on the limited tax bonds.
In addition to the county's adjusted pension burden, the county has exposure to unfunded liabilities associated with its defined benefit
post-employment healthcare benefit (OPEB) plan. To date the county has not pre-funded a portion of this liability. The current net
OPEB liability is sized at $2.7 million, as of its most recent September 30, 2018 measurement date. Similar to pension, the county's
OPEB plan has been closed to new hires for many years.
The county's all in leverage, including net direct debt, pension ANPL, and net OPEB liabilities currently sits at $23.0 million, or 1.7%
of full value and 3.4x operating revenue. In fiscal 2018, the county's fixed costs totaled $803,000, or a low 10% of annual operating
revenue.
Management and governance: moderate institutional framework
Michigan counties have an institutional framework score of “A,” or moderate. Counties rely on property tax and state aid
revenues,which in combination are moderately predictable. Counties have moderate revenue-raising ability, since they face limits on
taxable valuation growth (Proposal A) and revenue growth (Headlee Amendment). The Headlee Amendment also creates a permanent
reduction in the millage rate, although voters can approve an override. Crawford County benefits from several voter approved
supplemental millages which sunset over a varying period of time. Expenditures for Michigan counties primarily consist of public safety,
court, and healthcare expenses, which are moderately predictable. Counties have a moderate ability to reduce expenditures. While
Michigan’s constitution provides protections for accrued pension benefits, changes can be made to future benefits.
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