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Livingston County, MI (Aaa) has an exceptional credit position, which benefits from a very
large tax base that will continue to grow and strong resident wealth and income levels.
Reserves have historically been robust and will likely remain so given the county's track
record of strong budget management. The county was not materially impacted by the
pandemic, and management reports a surplus for unaudited fiscal 2020. The county also
will likely have a surplus in fiscal 2021 (year-end December 31) and it stands to receive
substantial federal aid under the American Rescue Plan. While the county's adjusted pension
burden is a little high, the county routinely contributes extra annually to its pension plan.
Fixed costs overall will remain moderate because debt is negligible and the county has no
major long-term capital needs and borrowing plans.

Credit strengths
» Sizable, growing tax base and strong resident wealth and income
» Stabilized financial trend and robust reserves, which will likely be bolstered by federal
stimulus
» Solid management practices, include pension overfunding, formal reserve policies and
multiyear planning

Credit challenges
» Property tax caps, which typically cause revenue loss during times of tax base decline and
slow revenue recovery as valuations increase

Rating outlook
The outlook is stable because the county's strong credit position will likely improve over the
near-term given its expectation for continued tax base growth, strong resident wealth and
income, positive financial operations and substantial federal aid.

Factors that could lead to an upgrade
» N/A

Factors that could lead to a downgrade
» Material tax base contraction or diminished resident wealth and income
» Material declines in cash and available fund balance
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» Material growth in the county's combined leverage from debt, pension or OPEB liabilities

Key indicators
Exhibit 1

Livingston (County of) MI
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)
Fund Balance as a % of Revenues
Cash Balance as a % of Revenues
Debt/Pensions
Net Direct Debt ($000)
3-Year Average of Moody's ANPL ($000)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
Moody's - ANPL (3-yr average) to Full Value (%)
Moody's - ANPL (3-yr average) to Revenues (x)

2015

2016

2017

2018

2019

$19,812,112
184,591
$107,330
129.8%

$20,906,479
185,841
$112,497
132.0%

$21,753,810
186,946
$116,364
131.1%

$23,272,837
188,482
$123,475
129.8%

$23,272,837
189,754
$122,647
129.6%

$58,897
$81,971
$69,928
139.2%
118.7%

$61,192
$81,050
$70,620
132.5%
115.4%

$61,986
$83,353
$72,945
134.5%
117.7%

$63,611
$74,311
$64,775
116.8%
101.8%

$66,575
$75,113
$65,983
112.8%
99.1%

$64,838
$95,308
0.3%
1.1x
0.5%
1.6x

$59,292
$103,665
0.3%
1.0x
0.5%
1.7x

$53,873
$117,788
0.2%
0.9x
0.5%
1.9x

$48,492
$121,417
0.2%
0.8x
0.5%
1.9x

$44,450
$116,905
0.2%
0.7x
0.5%
1.8x

Sources: US Census Bureau, Livingston (County of) MI’s financial statements and Moody’s Investors Service

Profile
Livingston County is located in the southeastern region of Michigan's Lower Peninsula. The county seat of Howell is roughly 50 miles
northwest of Detroit. The county offers a range of general government services including public safety, economic development and
health and welfare. The county has several important enterprises including its delinquent tax revolving fund, airport, transportation
service, building and safety, and jail commissary. It also has several major component units, particularly its road commission,
department of public works and drain commission.

Detailed credit considerations
Economy and tax base: growing tax base, below-average resident wealth
Livingston County's largely residential tax base will continue to grow because of its location at the edge of the Detroit metro area,
just north of Ann Arbor and between the cities of Detroit (Ba3 positive) and Lansing (A2 negative). The largest industry sectors that
drive the local economy are retail trade, manufacturing, and professional/scientific/technical services. The tax base is large; full value is
roughly $26.2 billion and has grown at an annual average rate of 5.8% over the last five years (2016-2021) because of appreciation and
some new residential development. The county expects another 5% increase in 2022. Resident wealth and income is strong. Full value
per capita ($138,172) is much stronger than the US median and the median family income is 129.6% of the US level.
Financial operations and reserves: solid operating performance, robust reserves, significant federal stimulus likely
The county's reserves will remain very strong because management reports an operating surplus in unaudited fiscal 2020 and will likely
run another surplus in fiscal 2021. The fiscal 2021 budget is balanced and management plans to offset about $500,000 of budgeted
payroll expenses with CARES Act funding. The county also estimates it will receive about $37.3 million from through the American
Rescue Plan. While strategic discussions over how to use those funds are still ongoing, the county will likely match the one-time

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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funding with one-time expenditures. For unaudited fiscal 2020, management reports that revenue exceeded expenditures by roughly
$4.6 million because CARES Act funding offset some public safety costs and registered deeds revenue was up.
Fiscal 2019 ended with a small $337,000 drawdown across all operating funds (general, Health, 911 service fund, debt service,
ambulance/EMS, other liquidity and reserves). Available fund balance was $75.1 million or 112.8% of revenue.
Exhibit 2

Available fund balance as a percent of operating revenue significantly exceeds the US median

Source: Issuer financial statements; Moody's Investors Service

Liquidity

Liquidity is very strong. Net cash across all operating funds was about $66 million in fiscal 2019 or 99% of revenue.
Debt and pensions: moderate leverage and manageable fixed costs
Long-term leverage will remain affordable because the county has no additional major capital needs and contributes aggressively
toward its pension plan. The county is currently issuing about $5.15 million of general obligation limited tax refunding bonds. Total
direct debt outstanding after the sale will be about $34.5 million or 0.2% of full value and 0.5x revenue. The three-year adjusted net
pension liability was about $116.9 million or 0.5% of full value and 1.8x revenue. Fixed costs for debt service, pensions, other postemployment benefits was about $13.9 million or 21% of revenue in fiscal 2019, including overpayments for pensions and OPEB.
Exhibit 3

Moody's-adjusted net pension liability to operating revenue increased from 2015 to 2019

Source: Issuer financial statements; Government data sources; Offering statements; Moody's Investors Service

Legal security

The county's GOLT bonds are backed by the county’s full faith and credit pledge and authority to levy property taxes within the state’s
statutory and constitutional tax limitations.
Debt structure

All of the county's debt is GOLT, which is all long-term and fixed rate.
Debt-related derivatives

The county has not debt-related derivative exposure.
Pensions and OPEB

Although adjusted net pension liabilities will remain a significant portion of the county's overall leverage, future risk from the plans is
likely limited. Employees participate in one of two multi-employer defined benefit agent plans administered by the state Municipal
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Employees' Retirement System (MERS). The single-year adjusted net pension liability for fiscal 2019 was $107.2 million, about 161% of
revenue. The county has over-contributed to its pension funds every year since 2011.
The county provides health insurance benefits to retirees via two single-employer retiree health plans. The county's adjusted net OPEB
liabilities are about $14.5 million or about 21.8% of revenue, which is negligible.

ESG considerations
Environmental
Environmental risks do not present a material challenge to the county. Located in the southeastern portion of the state's Lower
Peninsula, the county has a continental climate and has four distinct seasons. According to data of Moody's affiliate, Four Twenty
Seven, Livingston County is at medium risk for heat stress, extreme rainfall and cyclones compared with counties nationally, low risk for
water stress and no risk for sea level rise.
Social
Social considerations are a factor in the county's credit profile. The median age of county residents (43.5) is a little older than both the
state (39.7) and national (38.1) medians. Resident wealth and income ratios are strong, however and poverty was low at about 5.2%
in 2019. Population is growing and was up about 4.8% between 2010 and 2019 and is now roughly 189,754. Housing affordability is
an emerging issue across the county; the median home value was about $247,100 in 2019, about 159.5% of the state. Unemployment
was only 3.3% in March 2021, much lower than the state (5.2%) and the nation (6.2%). While the coronavirus outbreak is a social risk
under our ESG framework because of the substantial implications for public health and safety, it has not had a material impact on the
county.
Governance
Governance is a material credit consideration. The county has good budget management, demonstrated by years of robust cash and
fund balance. Michigan counties have an institutional framework score 1 of "A," which is moderate. Counties rely on property tax and
state aid revenue, 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 a voters can approve an override. Expenditures 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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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.
The assigned rating is two notches from the scorecard-indicated outcome because the county has strong budget management
evidenced by its robust finances and pension funding practices.
Exhibit 4

Livingston (County of) MI
Rating Factors

Economy/Tax Base (30%)[1]
Tax Base Size: Full Value (in 000s)
Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)
Fund Balance as a % of Revenues
5-Year Dollar Change in Fund Balance as % of Revenues
Cash Balance as a % of Revenues
5-Year Dollar Change in Cash Balance as % of Revenues
Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures
Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)

Measure

Score

$24,898,280
$131,213
129.6%

Aaa
Aa
Aa

112.8%
-4.2%
99.1%
6.3%

Aaa
Baa
Aaa
A

A
1.0x
0.2%
0.7x
0.5%
1.8x
Scorecard-Indicated Outcome
Assigned Rating

A
A
Aaa
A
Aaa
A
Aa2
Aaa

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.
Sources: US Census Bureau, {OrgName}’s financial statements and Moody’s Investors Service

Endnotes
1 The institutional framework score assesses a municipality’s legal ability to match revenues with expenditures based on its constitutionally and legislatively
conferred powers and responsibilities. See US Local Government General Obligation Debt (July 2020) methodology report for more details.
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