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Bolivar Energy Authority, TN
Update to credit analysis

Summary

Bolivar Energy Authority, TN (A1) benefits from a healthy financial position that is expected
to persist, supported by strong debt service coverage, adequate liquidity, and consistently
solid operating performance. The authority also benefits from a modest debt burden. These
strengths are partially offset by its predominantly rural service area, which is characterized by
below-average socioeconomic indicators and limited customer growth.

Credit strengths
» Strong debt service coverage levels

» Modest debt burden

Credit challenges
» Rural service area with below-average socioeconomic indicators

» Low-growth customer base

Rating outlook
We do not assign outlooks to local governments with this amount of debt outstanding.

Factors that could lead to an upgrade
» Increase in the service area median family income (MFI) to 90% of the US MFI
» Significant and sustained growth in the service area

» Increase in unrestricted liquidity to over 120 days cash on hand

Factors that could lead to a downgrade
» Decrease in debt service coverage to below 2.0 times

» Decrease in unrestricted liquidity to below 25 days


https://moodysanalytics.fra1.qualtrics.com/jfe/form/SV_6nSiBDZYONp8Y7Q?pubid=PBM_1483913
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Key indicators

Exhibit 1

Bolivar Energy Authority, TN

System Characteristics

Asset Condition (Net Fixed Assets / Annual Depreciation) 16 years

System Size - O&M (in $000s) $28,023

Service Area Wealth: MFI % of US median 68.0%

Legal Provisions

Rate Covenant (x) 1.20

Debt Service Reserve Requirement No DSRF (Baa and Below)
Management

Rate Management Aa
Regulatory Compliance and Capital Planning Aa

Financial Strength

2021 2022 2023 2024 2025
Operating Revenue ($000) $26,341 $28,411 $30,820 $31,239 $33,118
System Size - O&M ($000) $23,685 $24,914 $27,145 $26,738 $28,023
Net Revenues ($000) $1,968 $2,886 $3,094 $4,196 $4,644
Net Funded Debt ($000) $9,560 $18,785 $18,235 $19,785 $19,035
Annual Debt Service ($000) $891 $1,180 $1,083 $1,156 $1,378
Annual Debt Service Coverage (x) 3.0x 3.0x 3.5x 4.3x 4.0x
Cash on Hand 69 days 79 days 52 days 49 days 70 days
Debt to Operating Revenues (x) 0.4x 0.7x 0.6x 0.6x 0.6x

Source: Boliver Energy Authority, TN's financial statements, Moody's Ratings, US Census Bureau

Profile
Bolivar Energy Authority provides electric distribution services to 11,400 primarily residential customers located in southwestern
Tennessee.

Detailed credit considerations

Bolivar Energy Authority, TN distributes electricity purchased exclusively from the Tennessee Valley Authority (TVA, Aal stable) to a
moderately diverse service area that includes the City of Bolivar, Hardeman County, and portions of Fayette County (Aa2), Chester
County, and Benton County, Mississippi. The service area is largely rural, characterized by below-average resident income levels, above-
average poverty rates, and limited development activity. As a result, customer growth has been minimal, with only modest increases in
residential accounts. We expect growth to remain constrained, with only incremental year-over-year gains.

The customer base is predominantly residential, accounting for 57% of usage, while industrial and commercial customers represent a
combined 41%. Revenue concentration is moderate, with the top ten customers comprising 14% of system revenues in fiscal 2025;
these customers are primarily correctional facilities, manufacturing firms, and healthcare providers. The service area’s median family
income is approximately 68% of the U.S. median, reflecting its weaker socioeconomic profile.

The authority maintains a well-managed financial position that is expected to remain sound over the near to medium-term. Recent
operations benefit from increased revenue associated with leasing fiber infrastructure to a third-party internet service provider, along
with a demonstrated willingness to adjust rates as necessary. For fiscal 2025, debt service coverage was strong at 3.97x, while days cash
on hand totaled 106 days including restricted cash and 70 days excluding restricted cash. Following the issuance of the Series 2026

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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bonds, debt service coverage is projected to moderate but remain healthy at approximately 2.7x. Liquidity is expected to improve,
supported in part by anticipated FEMA reimbursements related to a recent ice storm and tornado.

Post issuance of the Series 2026 bonds, debt to operating revenues will increase to 0.85x, which remains low. The proceeds will be
used to construct a new headquarters for the authority. Management does not anticipate significant capital needs or additional debt
issuances in the near-term.

ESG considerations

Environmental

Environmental considerations are not a material driver of the authority's rating. According to data from Moody's ESG Solutions,
Hardeman County's most notable climate hazard risks are heat stress and wildfires. These risks, however, are minimized by the
authority's historically stable financial position and prudent management, in addition to FEMA support, which allows for flexibility to
respond to contingencies and resilience against potential short-term climate shocks.

Social
Social considerations factored into the system's credit rating include the demographic profile of the service area as discussed under the
detailed credit considerations section.

Governance

Bolivar Energy Authority has a history of prudent management reflected in its healthy coverage and liquidity that while somewhat
narrow, has exhibited a good deal of stability. The authority is governed by a five member board of directors appointed by the mayor
of the City of Bolivar. The board has full rate setting authority, and has showed strong willingness to increase rates in pace with
growing O&M and capital needs. Additionally, TVA requires its distributors to maintain a sound rate structure that allows utilities to be
selfsupporting with financially sound fiscal performance. The board reviews rates annually to ensure continued financial stability.
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The US Municipal Utility Revenue Debt methodology includes a scorecard that summarizes the factors that are generally most
important to utilities' credit profiles. Because the scorecard is a summary and may not include every consideration in the credit analysis
for a specific issuer, a scorecard-indicated outcome may or may not match an assigned rating.

Exhibit 2
Bolivar Energy Authority, TN (815015196)

Rating Factors Input Weight Score
System Characteristics (30%)
Asset Condition (Years of Annual Depreciation) 16.4 10% A
System Size (O&M in Thousands of Dollars) $28,023 7.5% A
Service Area Wealth (Median Family Income as % of US) 68% 12.5% Baa
Financial Strength (40%)
Annual Debt Service Coverage (x) 2.68 15% Aaa
Days Cash on Hand 70 15% A
Debt to Operating Revenue (x) 0.85 10% Aaa
Management (20%)
Rate Management Aa 10% Aa
Regulatory Compliance and Capital Planning Aa 10% Aa
Legal Provisions (10%)
Rate Covenant (x) 1.2 5% A
Debt Service Reserve Requirement Baa and Below 5% Baa
Notching Factors Up/Down
No Notching Factors Applied N/A
Scorecard-Indicated Outcome A1
Assigned Rating A1

Data is based on most recent fiscal year available. Debt may include pro forma data for new debt issued or proposed to be issued after the close of the fiscal year.

Source: Moody's Ratings
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