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Summary:

Santa Fe County, New Mexico; Sales Tax

Credit Profile

US$29.0 mil capital outlay gross receipts tax rfdg rev bnds ser 2017 due 06/01/2030

Long Term Rating AA/Stable New

Santa Fe Cnty SALESTAX

Long Term Rating AA/Stable Affirmed

Rationale

S&P Global Ratings assigned its 'AA' long-term rating to Santa Fe County, N.M.'s series 2017 capital outlay gross

receipts tax (GRT) revenue refunding bonds. At the same time, S&P Global Ratings affirmed its 'AA' long-term rating

on the county's series 2009, 2010A, and 2010B capital outlay GRT revenue bonds outstanding. The outlook is stable.

The series 2017 bonds are special obligations of the county and are payable solely from revenue from the one-fourth of

one percent (0.25%) capital outlay GRT, which is imposed by Santa Fe County but is collected and remitted monthly

by the state. Proceeds from the series 2017 bonds will be used to refund a portion of the county's series 2009, 2010A,

and 2010B capital outlay GRT revenue bonds outstanding. The remaining maturities of the bonds to be refunded will

be on parity with the series 2017 bonds pursuant to a 2017 ordinance, amending the security to 100% of the 0.25%

capital outlay GRT (an increase from the prior increments of 37.5% of the 0.25%).

The rating reflects our view of the county's:

• Relatively stable economic base that includes Santa Fe, which is the state capital and county seat;

• Broad base of pledged GRTs with what we consider strong per capita retail sales relative to the national average;

and

• Very strong, 3.1x maximum annual debt service (MADS) coverage based on fiscal 2017 results.

These strengths are somewhat offset by our opinion of the historical volatility of the county's pledged revenues.

Economy

We consider Santa Fe County's economy strong. The county has an estimated population of 149,518. Income levels

are strong, in our view, with a per capita effective buying income of 117% of the national level and a median household

EBI of 100%. The county's market value grew by 3.6% over the past year to $20.3 billion in 2016, equating to $136,036

per capita, which is extremely strong, in our view. The county unemployment rate was 5.4% in 2016. Per capita retail

sales are strong, in our view, at 116% of the national level in fiscal 2016.

Santa Fe County is the third most populous county in New Mexico and encompasses approximately 1,900 square

miles. The county's service area includes the state capital, Santa Fe, and as a result, we consider the county's tax base

broad and diverse, as the county resembles a regional service center with a government focus. The county's major

employer is the state (19,655 employees); however, the county also contains the Los Alamos National Laboratory
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(9,543 employees) along with various health care and education providers typical of a state capital region.

Pledged revenues

The composition of the GRT by sector is relatively stable, as the top categorical contributions in 2016 stem primarily

from retail trade (28.1%), accommodation and food services (13.6%), and construction (12.8%). Overall, we view the

relative diversity of the revenue stream and lack of concentration within a single taxpayer to be a credit positive.

Following several years of decline due to the national economic recession, which slowed activity in the tourism,

recreation, and construction sectors, the county's pledged revenues have grown consistently over the last four audited

fiscal years, increasing by an annual average of 2.5% between 2012 and 2016. Estimated actuals for fiscal 2017 show

an additional increase of about 1% to $10.1 million, providing what we consider very strong MADS coverage on the

bonds of approximately 3.1x. The county's 2018 budget assumes a modest decline in pledged revenues of less than 1%

as a result of the reductions in hold harmless contributions. However, management notes that it ultimately expects

revenues to increase and offset the loss of the reductions as the local economy continues to grow. Within our two-year

outlook horizon, we expect the underlying GRT trend to remain at least stable, despite the historical volatility and hold

harmless distribution reductions, based upon our view of the dual depth and breadth of the GRT program and the

strength of the underlying county economy.

Recent changes in state legislation will phase out the "hold harmless" distributions to cities and counties from the state

starting in 2016. The distributions are in lieu of GRT revenues that the county would have received had the state not

implemented certain food and medical deductions from gross receipts in 2004. The reductions will be phased in over

15 years. In fiscal 2016, the hold harmless distribution portion of the county's pledged GRT revenues represented

about $2 million, or roughly 20% of total revenues that include the hold harmless. The hold harmless three-eighths of

GRT increment can be imposed only by a vote of the county commissioners and is not subject to voter referendum.

Furthermore, we note that there was outstanding litigation concerning the hold harmless GRT, which involves a

county's ability to impose its hold harmless GRT within municipal boundaries, but does not challenge a municipality's

ability to impose the municipal hold harmless GRT. We understand that a prior dispute between the county and the

city of Española challenging the legislation that authorized the county GRT has since been settled with no impact to

the county's hold harmless GRT.

Unlike many cities in New Mexico, the county generates the majority of its revenue from property taxes, which

accounted for nearly 45% of governmental funds revenue in fiscal 2016. Pledged GRT revenues represent

approximately 6.8% of total revenues for the same period.

Legal provisions

The additional bonds test (ABT) permits additional debt if the pledged revenue in the prior fiscal year is sufficient to

cover at least 1.5x MADS on all parity debt. We understand that the county may issue additional GRT revenue bonds

over the next three years, but has no additional debt plans for the capital outlay GRT lien at this time. The bond

ordinance also includes a provision for a springing debt service reserve funded over a period of 24 months if pledged

revenue in any fiscal year represents less than 1.25x MADS coverage.
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Outlook

The stable outlook reflects our view that the broad scope of pledged revenues will remain at least stable over the next

two years and continue to provide what we consider at least good coverage on the bonds, with the ABT protecting

against excessive leveraging of future pledged revenue. We do not expect to change the rating within the two-year

outlook horizon.

Upside scenario

If pledged revenues were to continue to grow, further strengthening MADS coverage to levels commensurate with

those of higher-rated peers, we could raise the rating.

Downside scenario

We could lower the rating if the county's pledged revenues were to decline significantly, reducing coverage on the

bonds to a level we no longer consider strong.

Related Research

Special Tax Bonds: U.S. Recovery Underpins The Sector's Stability, Sept. 14, 2015

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 the S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the

left column.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 9, 2017   4

Summary: Santa Fe County, New Mexico; Sales Tax



WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 9, 2017   5

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

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.standardandpoors.com (free of charge), and www.ratingsdirect.com
and www.globalcreditportal.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.standardandpoors.com/usratingsfees.

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 non-public information received in connection with each analytical process.

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 acknowledgment 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.

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.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost 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.

Copyright © 2017 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	Rationale
	Economy
	Pledged revenues
	Legal provisions

	Outlook
	Upside scenario
	Downside scenario

	Related Research


