MoobDyY’s

INVESTORS SERVICE

ISSUER COMMENT
27 April 2020

RATING

General Obligation (or GO Related) !
za3 Ho Qutlocok
Contacts

Enrique Cavazos +1.212.553.1976
Ar E

enrique.cavazos@moodys. com

Asgociate Ls

+1.212.553.7738

VP-8r Credit CGfficer/Manager

Orlie Prince

arlie.princefroodys. com

CLIENT SERVICES

Americas 1-212-553-1653
asie Pacific 852-3551-3077
Japan §1-3-5408-4100
EMEA 44-20-7772-5454

U.S. PUBLIC FINANCE

City of East Ridge, TN
Annual Comment on East Ridge

Issuer Profile

The City of East Ridge is located in Hamilton County in southeastern Tennessee, bounded
on the south by the Georgia state line. The city lies within the southeastern suburbs of
Chattanooga. The county has a population of 357,546 and a moderate population density
of 659 people per square mile. The county's median family income is $71,628 (2nd quartile)
and the February 2020 unemployment rate was 3.6% (2nd quartile) ° . The largest industry
sectors that drive the local economy are health services, manufacturing, and retail trade.

We regard the coronavirus outbreak as a social risk under our environmental, social and
governance framework, given the substantial implications for public health and safety and
the economy. We do not see any material immediate credit risks for East Ridge. However, the
situation surrounding coronavirus is rapidly evolving and the longer term impact will depend
on both the severity and duration of the crisis. If our view of the credit quality of East Ridge
changes, we will update our opinion at that time.

Credit Overview

East Ridge has a good credit position. Its Aa3 rating matches the median rating of Aa3 for US
cities. The key credit factors include a robust financial position, an affordable debt burden and
a moderate pension liability. It also reflects a sound tax base and a below average wealth and
income profile.

Finances: The financial position of the city is very strong and is consistent with the assigned
rating of Aal. East Ridge's cash balance as a percent of operating revenues (38.1%) is roughly
equivalent to the US median, and rose slightly between 2015 and 2019. Moreover, the fund
balance as a percent of operating revenues (40%) is a little stronger than the US median.

Debt and Pensions: The debt burden of the city is manageable and is favorable when
compared to its Aa3 rating position. The net direct debt to full value (1%) is consistent with
the US median, despite increasing slightly from 2015 to 2019. Additionally, the pension
liability of East Ridge is mid-ranged and is comparable to the assigned rating of Ra3. The
Moody's-adjusted net pension liability to operating revenues (0.81x) favorably is materially
below the US median.

Economy and Tax Base: The coronavirus pandemic is driving an unprecedented economic
slowdown. We currently forecast real US GDP to decline significantly over the first and
second quarters of 2020, but a more moderate decline for the full year. Local governments
with the highest exposure to the tourism, health care, consumer and international trade

sectors could suffer particularly severe impacts.
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EXHIBIT 1
Key Tndicators %2 East Ridge

2015 2016 2017 2018 2019 US Median Credit Trend
Economy / Tax Base
Total Full Value §1,131M  $1,167M  $1,189M  $1,247M  §1,256M $1,904M Improved
Full Value Per Capita $53,193 $54,789  $56,137  $59,358  $59,746 $94,106 Improved
Medi i 9
ERET AT EGHIE 2% BLES 74% 75% 78% 78% 78% M% Stable
Median)
Finances
ilable Fund % of
At Eng Reare Ao © 37.8%  447%  44.0%  40.4%  40.0% 34.6% Stable
Operating Revenues
h Bal 9 i
blet Cach Bafance:as %:of Cperating 340%  42.6%  420%  413%  381% 39.6% Stable
Revenues
Debt / Pensions
Net Direct Debt / Full Value 0.6% 0.5% 0.6% 0.9% 1.0% 1.1% Stable
Net Direct Debt / Operating Revenues 0.56x 0.49x 0.47x 0.76x 0.83x 0.84x Stable
Moody's-ad] ion Liabilit
oedy's-adjusted NELPRRon LBty 06%  07%  09% 0.9% 1.0% 1.9% Stable
(3-yr average) to Full Value
Moody's-adj i iabili
oody's-adjusted Net Pension Liability o o0 64 074y 0.77x 0.81x 1.56x Stable
(3-yr average) to Operating Revenues
2015 2016 2017 2018 2019 US Median
Debt and Financial Data
Population 21,275 21,31 21,193 21,024 21,024 N/A
Available Fund Balance ($000s) 54,646 $5,887 $6,107 $6,015 $5,971 $8,028
Net Cash Balance ($000s) $4,175 $5,610 $5,828 $6,143 $5,699 $9,530
Operating Revenues ($000s) $12,281 $13,168 $13,886 $14,884 $14,939 $23,172
Net Direct Debt ($000s) $6,828 $6,421 $6,545 $11,340 $12,436 $19,139
Moody's Adjusted Net Pension
g ,073 8,415 10,262 11,43 12,097 35,448
Liability (3-yr average) ($000s) A0 5 s : 2 s 3
Source: Moody's Investors Service
EXHIBIT 2
Available fund balance as a percent of operating revenues increased from 2015 to 2019
e Available Fund Balance as % of Operating Revenues — US Cities Median
50%
-
2015 2016 2017 2018 2019

Source: Issuer financial statements; Mocdy's Investors Service
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EXHIBIT 3
Full value of the property tax base increased from 2015 to 2019

(millions) Total Full Value
$1,300
$1,200
$1,100
2015 2016 2017 2018 2019

Source: Issver financial statements; Government data sources; (ffering statements; Moody's Investors Service

EXHIBIT ¢
Moody's-adjusted net pension liability to operating revenues increased from 2015 to 2019

M Debt - Pensions

2.0x
1.5x
1.0x
0o e e
2015 2016 2017 2018 2019

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

1 ating referenced in this repors 3 the issuar’s General Cbligation (30) rating or its highest public ratirg that is GO-relsted. A G2 bond is generally
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ion, lease reverue, non-ad valorem, and moral oopligation dabt. The referenced ratings reflsct the goverament’s urderlying credit quality
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ZCs.

he lsrgest industry sectors are derived from the Bureav of Econcmic Analy Moody's allocated the mer capita versonal income data and unemp.cyment
data for all counties in the US cen irto quartiles. I arziles ave ordered from strongest-to-weakest from a credit pevspective: the highest per capita

onal income guartile i first quartile, and the lowsst unemployment rate is first quartile.

J

The instituticnal framewori score asse
rs ard respgonsibilities. See US Loca

lity’s legal ability to match revenue

its constitutionally
] Government General Obligation Debt (December 2016) method:lagy rt for mor

conferred p

o
o
o

o
.
—
0

Table, US Local Government General Obligation Methodology and Scorecard User Guide (July 2014) .
not available at the time of publication.

5 The medians come from our mest recently puslished local government medians report, Medians - Tax base growth underging sector strength, while
pension challenges remain (May 2019) which iz available on Moodys.com. The medians presented here are n the zey metrics outlined in Moody's
GO methodelogy and the associated scorecard.
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s reserved.

& 2029 Moody's Corporaticn, Moody's Irvestors Service, Inc., Moody's Analytics, Inc. and/or their licenscrs and affiliares {collectively, “MOODY'S"). All ri

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND/OR ITS CREDIT RATINGS AFFILIATES ARE MCCDY'S CURRENT OPINIONS OF THE RELATIVE FUTURE
CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEET OR DEET-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY'S
(COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE SUCH CURRENT OPINIONS. MOODY'S INVESTORS SZIRVICE DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY

NOT MZET ITS CONTRACTUAL FINANCIAL OSLIGATIONS AS THEY COME DUE AND ANY ISTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMEWT. SEE
MOODY' § RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY'S
INVESTORS SERVICE CREDIT RATINGS. CREDIT RATINGS DO KOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR
PRICE VOLATILITY. CREDIT RATINGS, NOH-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS
OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSC INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED CPINIONS OR
COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OFINIONS AND PUBLICATIONS DO
NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND MOODY'S CREDIT RATINGS, ASSESSMENTS, COTHER OPINIONS AND PUBLICATIONS ARE NOT
AND DO NOT PROVIDE RECOMMEKDATIONS TC PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY'S CREDIT RATIKGS, ASSESSMENTS, OTHIR OPINIONS AND
PUELICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND
OTHZR OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HCLDING, OR SRLE.

MOODY’ 5 CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATICNS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS
AND INAPPRCERIATE FOR RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT
DECISION. ZF IN DCUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHSR PROFESSIONAL ADVISER. ALL INFORMATION CONTAINED HZREIN 1S PROTECTED BY

1AW, INCLUDING BUT NOT LIMITED TG, COPYRIGHT LAW, AND NOME OF SUCE INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIEUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY
FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MCODY’S PRIOR WRITTEN CONSENT.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSCH AS A BENCHMRRK AS THAT TERM I35
DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.
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