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SAN FRANCISCO (S&P Global Ratings) Sept. 7, 2018S&P Global Ratings raised
its longterm and underlying rating to 'AA' from 'AA' on South Tahoe Joint
Powers Financing Authority, Calif.'s outstanding lease revenue bond and
appropriation debt, issued on behalf of South Lake Tahoe. At the same time,
S&P Global Ratings raised its longterm and underlying rating to 'AA+' from
'AA' on the city's outstanding pension obligation bonds (POBs). The outlook is
stable.
"The raised ratings reflect our view of the city's very strong financial
performance and operating surpluses reported in the general fund, which
continue to bolster the city's very strong reserve balances," said S&P Global
Ratings credit analyst Li Yang.
The city's POBs are payable from all legally available funds of the city,
including, but not limited to, the city's general fund. We rate the city's
POBs on par with its general creditworthiness due to our view that the city's
ability to pay the obligation is closely tied to its operations and the
revenue used to secure the city's POBs are not limited in scope and not
distinct and separate from the city's general fund.
The lease revenue refunding bonds and existing appropriation debt are secured
by base rental payments under a lease agreement between the city (lessee) and
authority (lessor) in consideration of the use of various leased property. The
city has covenanted to budget and appropriate base rental payments to meet its
obligations under the lease agreements supporting the lease revenue bonds. The
leases are subject to abatement in the event of damage to or the destruction
of the leased asset, although the city has covenanted to obtain rental
interruption insurance sufficient to pay 24 months' lease payments. The leased
assets meet our minimum threshold for seismic risk during the life of the
bonds.
The rating reflects our view of the city's:

Very strong economy, with access to a broad and diverse metropolitan
statistical area (MSA);
Very strong management, with "strong" financial policies and practices
under our Financial Management Assessment methodology;
Strong budgetary performance, with operating surpluses in the general
fund and at the total governmental fund level in fiscal 2017; Very strong
budgetary flexibility, with an available fund balance in fiscal 2017 of
58% of operating expenditures;
Very strong liquidity, with total government available cash at 91.1% of
total governmental fund expenditures and 10.9x governmental debt service,
and access to external liquidity we consider strong;
Very weak debt and contingent liability position, with debt service
carrying charges at 8.4% of expenditures and net direct debt that is
179.4% of total governmental fund revenue, as well as a large pension and
other postemployment benefit (OPEB) obligation and the lack of a plan to
sufficiently address the obligation; and
Strong institutional framework score.

We consider South Lake Tahoe's economy very strong. The city, with an
estimated population of 20,323, is located in El Dorado County in the
SacramentoRosevilleArdenArcade, CA MSA, which we consider to be broad and
diverse. The city is home to one of the most popular ski areas in the western
U.S., Heavenly Mountain Resort, which brings in thousands of visitors each
year. Management indicates the number of visitors continues to increase based
on data provided by the Lake Tahoe Visitor Authority.
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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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