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RATING ACTION COMMENTARY

Fitch Upgrades City of Port St.
Lucie, FL's Utility System
Revenue Bonds to 'AA-';
Outlook Positive
Tue 01 Jun, 2021 - 3:33 PM ET

Fitch Ratings - New York - 01 Jun 2021: Fitch Ratings has assigned a 'AA-' rating to the City

of Port St. Lucie, FL (the city) obligations:

--Approximately $30.8 million utility system revenue bonds, series 2021.

The bonds are expected to sell via negotiation the week of June 7. Proceeds of the series

2021A bonds will be used to (i) �nance various costs relating to the acquisition,

construction and equipping of certain capital improvements to the water and sewer system

(the system), and (ii) pay costs of issuance.

In addition, Fitch has upgraded the following system revenue bonds to 'AA-' from 'A+':

--$237.8 million utility system revenue bonds, series 2014, 2016 and 2018.

Fitch has also assessed the system's Standalone Credit Pro�le (SCP) at 'aa-'. The SCP

represents the credit pro�le of the system on a stand-alone basis irrespective of its

relationship with, and the credit quality of, the city of Port St. Lucie.
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The Rating Outlook remains Positive.

ANALYTICAL CONCLUSION

The upgrade of the bond rating to 'AA-' from 'A+' and assessment of the SCP at 'aa-' re�ect

ample leverage capacity within the framework of very strong revenue defensibility and low

operating risk, assessed at 'aa' and 'a', respectively. Leverage, measured by net adjusted

debt/adjusted funds available for debt service (net debt/FADS), fell to 4.1x in �scal 2020,

down from 7.4x in �scal 2016. Fitch expects that leverage will modestly increase with the

issuance of the series 2021 bonds as the system debt-�nances approximately 25% of its

$158 million �scal 2021-2025 capital improvement plan (CIP) in addition to relying on

internally generated funds. The maintenance of the Positive Outlook re�ects Fitch

expectations for leverage to remain below 6.0x and potentially be supportive of a higher

rating level.

The city maintains rate-setting autonomy and very strong rate �exibility attributable to low

cost of service relative to household income levels amid a growing customer base. The

operating cost burden is low, registering $6,953 per million gallons (mg) of �ows in �scal

2020 within the context of elevated investment needs and adequate capital investment.

Capital investment has grown since �scal 2016 but remains focused on expansion and

redundancy projects as well as renewal and replacement (R&R) needs.

CREDIT PROFILE

Port St. Lucie is a primarily residential community of about 202,000 located along Florida's

Atlantic coast approximately 100 miles north of Miami in St. Lucie County (the county). The

water and sewer service area comprise 134 square miles, including the entire city limits and

some unincorporated areas of the county. The system serves about 79,000 and 61,000

water and sewer customers, respectively. Water supplied originates from the Floridan and

Sur�cial aquifers drawn from 48 wells with a total potable water production authorization

of about 42 million gallons per day (mgd) compared to 20 mgd of demand in �scal 2020.

Total wastewater permitted capacity is currently 18 mgd combined at the system's two

wastewater treatment plants, the Westport and the Glades, which is well in excess of �scal

2020 �ows of 10 mgd.
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Fitch considers the system to be a related entity to the city for rating purposes given the

city's oversight of the system, including the authority to establish rates and direct

operations. The credit quality of the city does not currently constrain the bond rating.

However, as a result of being a related entity, the issue ratings could become constrained by

a material decline in the general credit quality of the city.

Coronavirus Considerations

The ongoing coronavirus pandemic has not resulted in signi�cant impairment to the

system's revenue or cost pro�les. Annual rate increases paused in �scal 2021 but are

expected to resume in �scal 2022.

KEY RATING DRIVERS

Revenue Defensibility 'aa' 

Very Strong Rate Flexibility; Very Favorable Service Area

Revenues are derived entirely from the city's exclusive right to provide retail water and

sewer service within its service area. City council sets rates and charges independent of

outside approval or oversight and system charges are deemed affordable for the vast

majority of customers. The service area's characteristics are very favorable, supported by

strong customer growth along with income and unemployment metrics consistent with

national averages.

Operating Risks 'a' 

Low Operating Costs; Adequate Capital Investment

Operating risks are low in consideration of the system's low operating cost burden amid

adequate capital investment.
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Financial Pro�le 'aa' 

Strong Financial Pro�le

The system's �nancial pro�le re�ects very strong leverage of 4.1x in �scal 2020. Leverage is

expected to modestly increase as the system issues new debt but should remain low and

supportive of the current assessment level. Liquidity is neutral albeit well-positioned with

around 540 days cash on hand at the close of 2020 and coverage of full obligations (COFO)

of 2.9x.

ASYMMETRIC ADDITIVE RISK CONSIDERATIONS

No asymmetric additive risk considerations affected this rating determination.

RATING SENSITIVITIES

Factors that could, individually or collectively, lead to positive rating action/upgrade:

--Sustained leverage below 6.0x in both Fitch's base and stress scenarios.

Factors that could, individually or collectively, lead to negative rating action/downgrade:

--A sustained increase in leverage over 8.0x in both Fitch's base and stress scenarios.

BEST/WORST CASE RATING SCENARIO

International scale credit ratings of Sovereigns, Public Finance and Infrastructure issuers

have a best-case rating upgrade scenario (de�ned as the 99th percentile of rating

transitions, measured in a positive direction) of three notches over a three-year rating

horizon; and a worst-case rating downgrade scenario (de�ned as the 99th percentile of

rating transitions, measured in a negative direction) of three notches over three years. The
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complete span of best- and worst-case scenario credit ratings for all rating categories

ranges from 'AAA' to 'D'. Best- and worst-case scenario credit ratings are based on historical

performance. For more information about the methodology used to determine sector-

speci�c best- and worst-case scenario credit ratings, visit

https://www.�tchratings.com/site/re/10111579.

SECURITY

The bonds are secured by �rst lien of net revenues from the operation of the city's water

and sewer system and available connection fees.

REVENUE DEFENSIBILITY

Revenue defensibility is very strong and assessed at 'aa'. Revenues are derived entirely

from the city's exclusive right to provide retail water and sewer service within its service

area. City council sets rates and charges independent of outside approval or oversight and

system charges are deemed affordable for over 80% of customers. The service area is very

favorable supported by a �ve-year customer CAGR of 3.5% amid income and

unemployment levels near the national average.

Rate �exibility is very strong with combined bills affordable for over 80% of the population.

While the system did not raise rates in �scal 2021, rate increases of around 1.5% annually

are anticipated for �scal years 2022-2025.

OPERATING RISKS

The system's operating risk is low and assessed at 'a' which takes into consideration an

operating cost burden of $6,953 per million gallons of water and sewer �ows, a life cycle

ratio of 47%, and �ve-year average capital expenditures to depreciation ratio of 90%,

re�ecting adequate capital investment since �scal 2016.

The system's �ve-year CIP totals $158 million for �scals 2021 through 2025, up from $97.5

million last year given accelerated growth and additional projects, and will be �nanced

using the series 2021 bond proceeds (about 25%) in addition to ample cash reserves. R&R,

redundancy, and growth-related projects drive the CIP as the system works to increase
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treatment capacity across both water and sewer systems, and secure additional water

supply sources.

FINANCIAL PROFILE

The �nancial pro�le is assessed at 'aa'. Fitch's leverage calculation was 4.1x at the end of

�scal 2020 and has steadily trended downward over the last �ve-year period due to

sustained revenue gains spurred by service area growth and ongoing rate increases amid

amortizing debt. Fitch expects leverage to modestly increase as the system debt �nances

approximately 25% of its $158 million CIP using 2021 bond proceeds and existing cash

reserves, nonetheless remaining below 6.0x.

While neutral to the assessment, COFO (excluding connection fees) and days cash on hand

have steadily strengthened over the previous �ve years registering 1.8x and 541 days,

respectively, at the close of 2020. COFO including connection fees was 2.9x in �scal 2020

re�ecting strong growth and system expansion.

Fitch Analytical Stress Test (FAST)

The FAST considers the potential trend of key ratios in a base case and a rating case. The

base case re�ects Fitch's expectation of both historical �nancial results and projected

performance while the stress case is designed to impose a 10% capital stress above

expected base case levels to evaluate potential variability in projected key ratios.

The FAST is informed by the system's forecast and CIP for �scals 2021 through 2025, which

Fitch deemed reasonable. Key assumption includes revenue growth driven by service area

growth and new connections coupled with modest annual increases, conservative

operating expense assumptions, and full execution of the system's $158 million CIP through

�scal 2025. Fitch also sensitized the connection fee revenue amounts to more closely

approximate historical levels over the last �ve years.

In the base case, leverage brie�y increases in year 1 (�scal 2021) as the system takes on

new debt and spends cash reserves to �nance its CIP, nonetheless remaining below 5.7x.

The stress case produced similar trends with leverage peaking at 5.8x in year 1 before

trending downward. In all cases, leverage remains comfortably below 6.0x.
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ASYMMETRIC ADDITIVE RISK CONSIDERATIONS

No asymmetric additive risk considerations affected this rating determination.

SOURCES OF INFORMATION

In addition to the sources of information identi�ed in Fitch's applicable criteria speci�ed

below, this action was informed by information from Lumesis.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF
RATING

The principal sources of information used in the analysis are described in the Applicable

Criteria. 

ESG CONSIDERATIONS

Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a

score of '3'. This means ESG issues are credit-neutral or have only a minimal credit impact

on the entity, either due to their nature or the way in which they are being managed by the

entity. For more information on Fitch's ESG Relevance Scores, visit

www.�tchratings.com/esg

VIEW ADDITIONAL RATING DETAILS
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Secondary Rating Analyst 

+1 646 582 4562 

Douglas Scott 

Managing Director 

Committee Chairperson 

+1 512 215 3725 

MEDIA CONTACTS

Sandro Scenga 

New York 

+1 212 908 0278 

sandro.scenga@the�tchgroup.com

Additional information is available on www.�tchratings.com

APPLICABLE CRITERIA

ADDITIONAL DISCLOSURES

Dodd-Frank Rating Information Disclosure Form

Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

DISCLAIMER

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND

DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING

THIS LINK: HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS.

IN ADDITION, THE FOLLOWING HTTPS://WWW.FITCHRATINGS.COM/RATING-

Public Sector, Revenue-Supported Entities Rating Criteria (pub. 23 Feb 2021) (including

rating assumption sensitivity)

U.S. Water and Sewer Rating Criteria (pub. 18 Mar 2021) (including rating assumption

sensitivity)

Port St. Lucie (FL) EU Endorsed, UK Endorsed
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DEFINITIONS-DOCUMENT DETAILS FITCH'S RATING DEFINITIONS FOR EACH RATING

SCALE AND RATING CATEGORIES, INCLUDING DEFINITIONS RELATING TO DEFAULT.

PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS

SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF

INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES

AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION

OF THIS SITE. DIRECTORS AND SHAREHOLDERS RELEVANT INTERESTS ARE

AVAILABLE AT HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY

HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS

RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR WHICH THE LEAD ANALYST

IS BASED IN AN ESMA- OR FCA-REGISTERED FITCH RATINGS COMPANY (OR BRANCH

OF SUCH A COMPANY) CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS

ISSUER ON THE FITCH RATINGS WEBSITE.

READ LESS

COPYRIGHT

Copyright © 2021 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall

Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435.

Reproduction or retransmission in whole or in part is prohibited except by permission. All

rights reserved. In issuing and maintaining its ratings and in making other reports (including

forecast information), Fitch relies on factual information it receives from issuers and

underwriters and from other sources Fitch believes to be credible. Fitch conducts a

reasonable investigation of the factual information relied upon by it in accordance with its

ratings methodology, and obtains reasonable veri�cation of that information from

independent sources, to the extent such sources are available for a given security or in a

given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-

party veri�cation it obtains will vary depending on the nature of the rated security and its

issuer, the requirements and practices in the jurisdiction in which the rated security is

offered and sold and/or the issuer is located, the availability and nature of relevant public

information, access to the management of the issuer and its advisers, the availability of pre-

existing third-party veri�cations such as audit reports, agreed-upon procedures letters,

appraisals, actuarial reports, engineering reports, legal opinions and other reports provided

by third parties, the availability of independent and competent third- party veri�cation

sources with respect to the particular security or in the particular jurisdiction of the issuer,

and a variety of other factors. Users of Fitch's ratings and reports should understand that

neither an enhanced factual investigation nor any third-party veri�cation can ensure that

all of the information Fitch relies on in connection with a rating or a report will be accurate

and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the
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information they provide to Fitch and to the market in offering documents and other

reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,

including independent auditors with respect to �nancial statements and attorneys with

respect to legal and tax matters. Further, ratings and forecasts of �nancial and other

information are inherently forward-looking and embody assumptions and predictions

about future events that by their nature cannot be veri�ed as facts. As a result, despite any

veri�cation of current facts, ratings and forecasts can be affected by future events or

conditions that were not anticipated at the time a rating or forecast was issued or af�rmed.  

The information in this report is provided "as is" without any representation or warranty of

any kind, and Fitch does not represent or warrant that the report or any of its contents will

meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to

the creditworthiness of a security. This opinion and reports made by Fitch are based on

established criteria and methodologies that Fitch is continuously evaluating and updating.

Therefore, ratings and reports are the collective work product of Fitch and no individual, or

group of individuals, is solely responsible for a rating or a report. The rating does not

address the risk of loss due to risks other than credit risk, unless such risk is speci�cally

mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have

shared authorship. Individuals identi�ed in a Fitch report were involved in, but are not

solely responsible for, the opinions stated therein. The individuals are named for contact

purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for

the information assembled, veri�ed and presented to investors by the issuer and its agents

in connection with the sale of the securities. Ratings may be changed or withdrawn at any

time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice

of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do

not comment on the adequacy of market price, the suitability of any security for a particular

investor, or the tax-exempt nature or taxability of payments made in respect to any

security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and

underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000

(or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a

number of issues issued by a particular issuer, or insured or guaranteed by a particular

insurer or guarantor, for a single annual fee. Such fees are expected to vary from

US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment,

publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to

use its name as an expert in connection with any registration statement �led under the

United States securities laws, the Financial Services and Markets Act of 2000 of the United

Kingdom, or the securities laws of any particular jurisdiction. Due to the relative ef�ciency

of electronic publishing and distribution, Fitch research may be available to electronic

subscribers up to three days earlier than to print subscribers.  

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an

Fe
ed

b
ac

k



6/1/2021 Fitch Upgrades City of Port St. Lucie, FL's Utility System Revenue Bonds to 'AA-'; Outlook Positive

https://www.fitchratings.com/research/us-public-finance/fitch-upgrades-city-of-port-st-lucie-fl-utility-system-revenue-bonds-to-aa-outlook-positive-01-… 11/12

Australian �nancial services license (AFS license no. 337123) which authorizes it to provide

credit ratings to wholesale clients only. Credit ratings information published by Fitch is not

intended to be used by persons who are retail clients within the meaning of the

Corporations Act 2001 

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a

Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of the

NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are

authorized to issue credit ratings on behalf of the NRSRO (see

https://www.�tchratings.com/site/regulatory), other credit rating subsidiaries are not listed

on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those

subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may

participate in determining credit ratings issued by or on behalf of the NRSRO.

READ LESS

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained by Fitch at the request of the

rated entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY

Fitch’s international credit ratings produced outside the EU or the UK, as the case may be,

are endorsed for use by regulated entities within the EU or the UK, respectively, for

regulatory purposes, pursuant to the terms of the EU CRA Regulation or the UK Credit

Rating Agencies (Amendment etc.) (EU Exit) Regulations 2019, as the case may be. Fitch’s

approach to endorsement in the EU and the UK can be found on Fitch’s Regulatory Affairs

page on Fitch’s website. The endorsement status of international credit ratings is provided

within the entity summary page for each rated entity and in the transaction detail pages for

structured �nance transactions on the Fitch website. These disclosures are updated on a

daily basis.

US Public Finance Infrastructure and Project Finance North America United States
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55 Water Street, 38th Floor 
New York, NY 10041-0003 
tel 212-438-2000 
reference no.: 1666473 

June 2, 2021 

City of Port St. Lucie 
121 S.W. Port St. Lucie Boulevard 
Port St. Lucie, FL 34984 
Attention: Ms. Faye Henry, City Treasurer 

Re: US$26,505,000 City of Port St. Lucie, Florida, Utility System Revenue Bonds, Series 2021, dated: Date 
of delivery, due: September 01, 2051 

Dear Ms. Henry: 

Pursuant to your request for an S&P Global Ratings rating on the above-referenced obligations, S&P Global 
Ratings has assigned a rating of "AA" . S&P Global Ratings views the outlook for this rating as stable. A copy 
of the rationale supporting the rating is enclosed. 

This letter constitutes S&P Global Ratings' permission for you to disseminate the above-assigned ratings to 
interested parties in accordance with applicable laws and regulations. However, permission for such 
dissemination (other than to professional advisors bound by appropriate confidentiality arrangements or to allow 
the Issuer to comply with its regulatory obligations) will become effective only after we have released the 
ratings on standardandpoors.com. Any dissemination on any Website by you or your agents shall include the full 
analysis for the rating, including any updates, where applicable. Any such dissemination shall not be done in a 
manner that would serve as a substitute for any products and services containing S&P Global Ratings' 
intellectual property for which a fee is charged. 

To maintain the rating, S&P Global Ratings must receive all relevant financial and other information, including 
notice of material changes to financial and other information provided to us and in relevant documents, as soon 
as such information is available. Relevant financial and other information includes, but is not limited to, 
information about direct bank loans and debt and debt-like instruments issued to, or entered into with, financial 
institutions, insurance companies and/or other entities, whether or not disclosure of such information would be 
required under S.E.C. Rule 15c2-12. You understand that S&P Global Ratings relies on you and your agents and 
advisors for the accuracy, timeliness and completeness of the information submitted in connection with the 
rating and the continued flow of material information as part of the surveillance process. Please send all 
information via electronic delivery to: pubfin_statelocalgovt@spglobal.com. If SEC rule 17g-5 is applicable, you 
may post such information on the appropriate website. For any information not available in electronic format or 
posted on the applicable website, 

Please send hard copies to:   
                   S&P Global Ratings
                   Public Finance Department
                   55 Water Street 
                   New York, NY 10041-0003 

The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter applicable to the 
rating. In the absence of such Engagement Letter and Terms and Conditions, the rating is subject to the attached 
Terms and Conditions. The applicable Terms and Conditions are incorporated herein by reference. 

S&P Global Ratings is pleased to have the opportunity to provide its rating opinion. For more information 
please visit our website at www.standardandpoors.com. If you have any questions, please contact us. Thank you 
for choosing S&P Global Ratings. 

Sincerely yours, 

S&P Global Ratings 
a division of Standard & Poor's Financial Services LLC 

al 
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enclosures 

cc: Mr. Jay Glover, Managing Director 
Public Financial Management 
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Credit Profile 

US$26.505 mil util sys rev bnds ser 2021 due 09/01/2051 

Long Term Rating AA/Stable New 

Port St Lucie WTRSWR 

Long Term Rating AA/Stable Upgraded 

Rating Action 

S&P Global Ratings raised its long-term rating on Port St. Lucie, Fla.'s utility system revenue bonds to 'AA' from 'AA-'. 

At the same time, we assigned our 'AA' rating to the city's series 2021 utility system revenue bonds. The outlook is 

stable. 

The upgrade reflects management's ability to maintain very strong financial metrics while dealing with growth-related 

demand pressures and keeping rates currently affordable. 

The purpose of the bonds is to fund various capital improvements within the system. Net revenues of the Port St. Lucie 

utility system, which includes a water and wastewater system, secure the debt. Net revenues also include standard 

system charges, and capital facilities charges (connection fees). Remaining bond provisions are credit neutral, in our 

opinion, with a rate covenant that is at 1x sufficiency when including standard net revenues, or 1.1x when including 

the current subaccounts (which are carry-forward balances of connection fee revenues). An additional bonds test 

allows for net revenues, retroactive rate increases, and current subaccounts to provide 1.1x pro forma maximum 

annual debt service (MADS) for issuing additional parity debt. Bonds benefit from a standard debt service reserve. 

Credit overview 

As mentioned above, the rating reflects management's ability to keep rates currently affordable while still addressing 

growth-related demand pressures, and additionally being able to maintain strong financial metrics. Management does 

in-depth capital and financial forecasting, which it tends to follow closely. Recently, mainly due to COVID-19, 

management did not raise rates for fiscal 2021 by 1.5% as it had tended to do in the past. Rate increases will begin 

again for the next fiscal year. Even with no increase, revenues are still expected to rise for fiscal 2021. The rating 

reflects the very strong enterprise risk profile and the extremely strong financial risk profile. However, it is tempered by 

the significant capital improvement plan (CIP), which will require annual rate adjustments to maintain financial 

metrics, potentially pressuring rate affordability should economic growth slow. 

The enterprise risk profile reflects our view of the system's: 

• Service area participation in the broad and diverse Port St. Lucie metropolitan statistical area (MSA); 

• Very low industry risk as a monopolistic service provider of an essential public utility; 

• Affordable rates representing 2.6% of median household effective buying income (MHHEBI); and 
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• Good operational management practices and policies. 

The financial risk profile reflects our view of the system's: 

• Strong historical all-in debt service coverage (DSC) that we believe the utility will continue to produce in the near 

term; 

• Extremely strong liquidity position that believe is sustainable in the near term; 

• Moderate leverage based on a debt-to-capitalization ratio of about 48%, with no additional debt plans in the near 

future; and 

• Good financial management practices and policies. 

We expect the outlook to remain stable over the two-year outlook period. We also expect the system to maintain all-in 

coverage at levels we consider generally strong and cash levels we consider very strong. In addition, the service area's 

participation in a broad and diverse MSA economy adds stability to the rating. 

Environmental, social, and governance factors 

Overall, we believe that management has mostly mitigated environmental, social, and governance (ESG)-related risk 

by adhering to state and federally mandated operating and financial policies and procedures. With regard to 

heightened social factors, health and safety precautions that officials enacted in response to the COVID-19 pandemic 

potentially could result in declines in operating revenue, but this has not been management's experience to date. Social 

risk surrounding rate affordability could become an issue should management need rate increases that outpace area 

incomes. Port St. Lucie benefits from strong and proactive management, which is deliberately targeting affordability 

concerns as it works though its substantial capital needs. Management is also undertaking ambitious investments to 

adapt to long-term climate change challenges to mitigate its environmental risks. We consider the environmental risk 

higher than for rated peers due to the utility's location on the Florida coast, which exposes it to serious storms. 

Stable Outlook 

Upside scenario 

While not likely over the next two years, should area wealth and income levels grow faster than proposed rate 

increase, thereby improving the issuer's market assessment and the overall enterprise risk profile itself, then a higher 

rating could be warranted. This would require the system to maintain its extremely strong financial position. 

Downside scenario 

Conversely, should financial metrics erode materially from current levels, mainly reflecting increased debt issuances or 

failure to sufficiently adjust rates, we may consider a lower rating. 

Credit Opinion 
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Enterprise risk 

The utility system provides water and wastewater service to an approximately 134-square-mile area, which includes 

most of the city limits and some unincorporated areas of the county. Port St. Lucie is in St. Lucie County on Florida's 

east coast, about 100 miles north of Miami. The city's population reached an estimated 202,914 in 2020, representing 

an increase of about 23% during the past ten years. We view its income levels as good, with MHHEBI at 88% of the 

national average, although the large retiree population likely skews these figures downward. The unemployment rate is 

low at about 4.9% as of March 2021. 

Combined rates for 6,000 gallons of water and sewer service are $102.98, with $38.64 allocated to water and $64.34 to 

wastewater. At 2.6% of the MHHEBI, we believe rates are moderately high, but comparable to those of neighboring 

utilities. Officials indicate they are contemplating multiyear rate increases of 1.5% at least through 2025. The bill based 

on the management-provided average customer usage of 4,200 gallons per month is $81.99 per month, or 2.12% of 

MHHEBI. 

We view the system's operational management as good. The city has a track record of converting strategic decisions 

into constructive action and managing its long-term needs in a methodical manner. Both the water and sewer systems 

have ample operational capacity to meet demand in the medium term. Over the years, management proactively 

secured adequate system resources, including additional surface water, and capacity to accommodate growth. 

Port St. Lucie water customers total about 81,624 and wastewater about 63,709, as of May 2021. Growth in water and 

sewer customer accounts averaged about 2.5%-3.75% for each respective system from 2017 to 2020. We view the 

system's customer base to be very diverse, as the 10 leading customer accounts make up 6.2% of total 2020 operating 

revenues. 

The city's raw-water supply is the Floridan aquifer, withdrawn via 18 deep wells, with a total capacity of about 47 

million gallons per day (mgd). It also withdraws raw water via 31 shallow wells from the Surficial aquifer, providing an 

additional capacity of 12 mgd. Treatment is in the form of two plants that have a combined capacity of 41.7 mgd, 

sufficient for medium-term growth projections. The water system also manages seven water storage tanks with a 

combined storage capacity of about 53 million gallons. As for the sewer system, its treatment capacity, consisting of 

two wastewater treatment facilities, of 18.0 mgd, which compares well with an average daily use of about 8.0 mgd and 

a peak of about 9.0 mgd. 

Financial risk 

Our assessment of the system's financial risk profile as extremely strong reflects the city's positive trend in DSC, 

extremely strong liquidity, and a good financial management framework. 

In our view, system liquidity has remained extremely strong during the past three years. All-in coverage in fiscal 2020 

totaled 2.31x. The 2019 rate study suggests that there should be 1.5% rate increases annually through 2025. To date, 

these suggested increases have annually been adopted, except for fiscal 2021. Management is forecasting coverage 

levels to remain around 2x for the next five years. 

The unrestricted cash balance has increased to about $44.1 million, or 387 days' cash in hand at the end of fiscal 2020. 

Cash levels had been somewhat erratic, although strong as a result of cash-funding a portion of the system's CIP, 
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primarily during fiscal years 2018-2020. According to management projections, the city aims to build up the reserve 

contingency and the renewal and replacement accounts to a combined $50 million by 2021. 

The system is highly leveraged as indicated by the debt-to-capitalization ratio being 48%, but with no new debt 

expected in the near future, this ratio is expected to continue getting stronger. The total CIP for the next five years 

(2018-2022) totals $147 million and is expected to be funded from these bonds, grants, and system reserves and 

available special assessments. 

We view management's financial policies and procedures as good. Detailed long-term planning is done on an annual 

basis that incorporates multiyear projections. The CIP is manageable and composed of a variety of system 

improvements. While customer growth steadily continues, the city finds itself in a position of having more than 

adequate underground infrastructure in place and ample treatment capacities such that it does not currently anticipate 

the need to embark on major capital improvements during the next five years. However, the demand for services from 

new customers and the need to continually upgrade and improve the system requires annual maintenance and 

replacement of water and sewer lines. Port St. Lucie currently expects to pay for these improvements from operating 

revenues as well as capital facilities charges. 

Related Research 

• Through The ESG Lens 2.0: A Deeper Dive Into U.S. Public Finance Credit Factors, April 28, 2020 

Ratings Detail (As Of June 2, 2021) 

Port St Lucie WS (BAM) (SECMKT) 

Unenhanced Rating AA(SPUR)/Stable Upgraded 

Port St Lucie WS (BAM) (SECMKT) 

Unenhanced Rating AA(SPUR)/Stable Upgraded 

Many issues are enhanced by bond insurance. 

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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