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o S&P Global Ratings assigned its 'AA' long-term rating to the City of Gatlinburg, Tenn.'s Chicago
approximately $8.25 million series 2026 general obligation (GO) bonds. 1-3122337052
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e Atthe same time, S&P Global Ratings affirmed its 'AA' long-term rating on Gatlinburg's existing @spglobal.com
GO bonds.
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e The outlook is stable.
Mona Elfar

New York

Rationale (1) 212-438-0963

mona.elfar
@spglobal.com

Security

The city's full-faith-and-credit pledge, payable from the levy of an unlimited ad valorem tax on all
taxable property within Gatlinburg's corporate city limits, secures the bonds. Officials intend to
pay approximately $3 million of the series 2026 bonds' debt service from utility revenue, which is
not formally pledged to the repayment of the bonds.

Bond proceeds will finance renovations of the public safety complex and fund the expansion and
upgrade to the city's water treatment plant.

Credit highlights

The 'AA' rating reflects Gatlinburg's prudent budgetary management and low fixed costs, which
have supported healthy reserves in recent years despite slowing revenue growth and general
fund-supported capital outlay. As the gateway to Great Smoky Mountains National Park,
Gatlinburg benefits from significant tourism activity, offsetting weaker local incomes and a small
resident population, and supporting its outsized debt per capita. Offsetting the rating is the city's
economic sensitivity to tourism, which introduces potential revenue volatility, though its current
reserve position and management's conservative budgetary practices provide a buffer.

Following several years of reserve growth fueled by increased tourism during the COVID-19

pandemic, the city posted a $5.9 million general fund deficit in fiscal 2025. This was primarily due
to a one-time $10 million transfer to capital projects, coupled with slowing revenues as economic
activity normalized. Gross receipts tax collections--a key revenue source and indicator of tourist
activity--are up 2% for fiscal 2026 on a year-over-year basis, compared to their budgeted decline
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of 5%. Still, officials anticipate a minor draw on reserves (under $1 million) to fund discretionary
capital projects. With major capital projects--including renovations to city hall, the public safety
complex, and the water treatment plant--nearing completion, the city projects a balanced
budget in 2027 and beyond, maintaining reserves at its informal target of six months' cash on
hand. As of fiscal 2025, the city had $10.8 million in committed reserves in the special tax (capital
projects) fund. While this is not included in our reserve analysis, we understand these reserves
can be used for capital projects and tourism-related activity, which is essential to the services
provided by the city.

The city has no additional debt plans at this time.
The 'AA' rating additionally reflects the following:

e Gatlinburg has status as a major tourist destination, serving as the gateway to Great Smoky
Mountains National Park--the most visited national park in the country, with over 12 million
annual visitors. Tourism-related entities account for 34% of the city's total GDP, which we view
as a weakness. In addition to the park, key attractions such as the Aquarium, Anakeesta, and
the convention center support a substantial hospitality sector. Despite below-average local
incomes and a resident population of fewer than 5,000, city services are designed to
accommodate a transient population that management estimates to be 10 times larger than
the resident base.

e The economically sensitive revenue stream is dependent on tourist activity, though
conservative budgetary management supports the city's financial stability. In fiscal 2025, gross
receipts tax (28%), local option sales tax (26%), and hotel/motel tax (8.7%) accounted for the
majority of general fund revenue. Revenues declined in fiscal 2025 following pandemic-era
peaks. However, we expect generally balanced financial performance over the outlook horizon,
as the city has recently completed a capital-intensive period and will not require large margins
for pay-as-you-go capital spending. The city retains the option to raise its gross receipts tax
but currently has no plans to do so.

e Gatlinburg maintains solid fiscal management through comprehensive budgeting, monitoring,
and capital planning. Management analyzes revenues and expenditures using historical trends
and economic factors, and adjusts for capital needs. Biweekly budget-to-actual reports
identify variances, with monthly updates to the board. The city's five-year capital improvement
plan covers all major funds. Its reserve policy requires an unassigned fund balance equal to at
least two months' operating expenditures. Debt management policies limit variable-rate debt
and specify allowable types. Investment policies keep funds primarily in monitored bank
accounts, with monthly reporting.

e Long-term liabilities are elevated on a per capita basis, though modest relative to budget size
and market value. Fixed costs associated with debt and pension are very manageable, and
only expected to grow to 7.0%, including the governmental fund portion of debt service for the
2026 bonds. Roughly 50% of Gatlinburg's debt is fully self-supported by water and sewer
revenue, and we don't expect general fund support given strong coverage, healthy cash, and a
recent rate increase. Net of self-supported debt, net direct debt per capita is still relatively
high at $9,400 though significantly lower when compared to market value, at just 1.5%.
Additionally, we believe that the city provides significant services that benefit a wider
population and are contributing to the larger debt on a per capita basis.

e For more information on our institutional framework assessment for Tennessee municipalities,
see "Institutional Framework Assessment: Tennessee Local Governments," Sept. 11, 2024.
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Environmental, social, and governance

We view social and governance factors as neutral within our analysis. Gatlinburg experienced
wildfires in early April 2022 but they were 100% contained; most of the fires were notin
Gatlinburg itself, and those that were within the city limits were quickly contained so there was
no material damage to city property. Also, the city sustained minor damage from a February 2020
flood and Hurricane Helene in 2024, according to management. We believe wildfire and flooding
risks could create elevated environmental risk, especially if weather volatility increases. However,
at this point, this risk is mitigated by the presence of the city's high reserves.

Outlook

The stable outlook reflects our expectation that Gatlinburg will maintain general fund reserves in
excess of its reserve policy due to its sound budgeting and financial management practices.
Further supporting the stable outlook is its lack of future debt plans and major capital needs.

Downside scenario

We could lower the rating if the city draws down its reserves below its informal policy, because of
either a one-time spenddown or reflective of operating imbalance. We could also lower the rating
if risks associated with the city's highly concentrated economy increase, such as prolonged
economic slowdown or closure of key establishments.

Upside scenario

A higher rating would require diversification of the city's economic and revenue base.

Gatlinburg, Tennessee--credit summary

Institutional framework (IF) 1
Individual credit profile (ICP) 2.39
Economy 4.5
Financial performance 3
Reserves and liquidity 1
Management 1.7
Debt and liabilities 1.75

Gatlinburg, Tennessee--key credit metrics

Most recent 2025 2024 2023
Economy
Real GCP per capita % of U.S. 85 -- 85 85
County PCPI % of U.S. 87 - 87 86
Market value ($000s) 4,929,748 4,929,748 2,630,394 2,555,195
Market value per capita ($) 1,358,806 1,358,806 697,463 690,220
Top 10 taxpayers % of taxable value 19 19 20.3 22.7
County unemployment rate (%) 3.3 3.3 3.2 3.2
Local median household EBI % of U.S. 74 - 74 72
Local per capita EBI % of U.S. 85 -- 85 79
sp
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Gatlinburg, Tennessee--key credit metrics

Most recent 2025 2024 2023
Local population 3,628 -- 3,628 3,702
Financial performance
Operating fund revenues ($000s) - 39,103 40,452 39,756
Operating fund expenditures ($000s) -- 33,875 30,586 27,055
Net transfers and other adjustments ($000s) -- -7 -7,921 -9,376
Operating result ($000s) -- -5,943 1,945 3,325
Operating result % of revenues -- -15.2 4.8 8.4
Operating result three-year average % -- -0.7 1.7 9.6
Reserves and liquidity
Available reserves % of operating revenues -- 58.4 71.6 68.4
Available reserves ($000s) -- 22,855 28,957 27,208
Debt and liabilities
Debt service cost % of revenues - 41 4 4.4
Net direct debt per capita ($) 19,762 17,486 15,598 14,575
Net direct debt ($000s) 71,695 63,440 56,590 53,955
Direct debt 10-year amortization (%) 63 54 54 -
Pension and OPEB cost % of revenues - 2 1 1
NPLs per capita ($) -- 69 69 n7
Combined NPLs ($000s) - 249 249 432

Financial data may reflect analytical adjustments and are sourced from issuer audit reports or other annual disclosures.
Economic data is generally sourced from S&P Global Market Intelligence, the Bureau of Labor Statistics, Claritas, and
issuer audits and other disclosures. Local population is sourced from Claritas. Claritas estimates are point in time and not
meant to show year-over-year trends. GCP--Gross county product. PCPI--Per capita personal income. EBI--Effective
buying income. OPEB--Other postemployment benefits. NPLs--Net pension liabilities.

Ratings List

New Issue Ratings

US$8.250 mil GO bnds ser 2026 due 7/1/2052

Long Term Rating AA/Stable

Ratings Affirmed

Local Government

Gatlinburg, TN Unlimited Tax General Obligation AA/Stable

The ratings appearing below the new issues represent an aggregation of debt issues (ASID) associated with related maturities. The maturities similarly reflect our
opinion about the creditworthiness of the U.S. Public Finance obligor's legal pledge for payment of the financial obligation. Nevertheless, these maturities may have
different credit ratings than the rating presented next to the ASID depending on whether or not additional legal pledge(s) support the specific maturity's payment
obligation, such as credit enhancement, as a result of defeasance, or other factors.

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
https://disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further information. A description of each of S&P Global Ratings' rating categories is
contained in "S&P Global Ratings Definitions" at https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceld/504352. Complete ratings
information is available to RatingsDirect subscribers at www.capitalig.com. All ratings referenced herein can be found on S&P Global Ratings' public website at
www.spglobal.com/ratings.
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profits and opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Some of the Content may have been created with the assistance of an artificial intelligence (Al) tool. Published Content created or processed using Al is composed,
reviewed, edited, and approved by S&P personnel.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of
fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment, and experience of the user, its management, employees, advisors, and/or clients when
making investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained
information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information
it receives. Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not
limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes,
S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out
of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to
disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.spglobal.com/ratings (free of charge) and
www.ratingsdirect.com (subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.spglobal.com/usratingsfees.
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