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 Around $1.7 billion of rated debt 
New York, February 09, 2023 -- Moody's Investors Service has affirmed the Aa3 ratings assigned 
to Gainesville (City of) FL Combined Utility Enterprise's (Gainesville Regional Utilities (GRU)) 
Utilities System Revenue Bonds and the Variable Rate Utilities System Revenue Bonds. The 
outlook is stable. 

RATINGS RATIONALE

The rating action was prompted by Moody's recent downgrade of Gainesville (City of) FL's issuer 
rating to Aa3 stable. The action on the City's rating concluded a review for possible downgrade 
initiated on November 3, 2022 in conjunction with release of the US Cities and Counties 
Methodology. Please see https://www.moodys.com/research/Moodys-downgrades-Gainesville-
FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270.

The affirmation of GRU's Aa3 ratings reflect its resilient service territory, diversified operations 
and a track record of raising rates as necessary. Financial performance in fiscal year 2022 
(ending September 30, 2022) will likely be consistent with Moody's previous expectations based 
on unaudited preliminary results. Moody's expects that GRU will manage rate pressure and keep 
fixed charge coverage ratios around 1.4-1.5x (1.5x in fiscal 2021, 1.55x expected in fiscal 2022). 
The utility's customer base covers around 75% of the County's population including the City of 
Gainesville, FL. 

The affirmation also takes into account the close connection between the utility and the City's 
finances. The City Commission ultimately approves utility rates and GRU makes sizeable annual 
transfers to the City's general fund each year (around $36 million in fiscal 2022). 

GRU's credit profile is constrained by a high leverage (84.3% adjusted debt ratio in fiscal 2021), 
lack of a debt service reserve requirement, high electric rates and the age of some of its 
generation assets. High annual transfers to the city's general fund have limited the utility's ability 
to apply material amounts of free cash flow generation toward rate reductions or investments 
into new generating assets.

Modest annual reductions of $2 million in GRU's transfer to the city's general fund for fiscal years 
2022-2027 and a debt defeasance plan will increase slightly financial flexibility going forward. 
However, cost pressures will remain, in particular in a volatile and rising natural gas price 
environment. In that regard, a key future challenge for GRU and the City will be to develop a plan 
to meet the City's self-imposed net zero emission targets by 2045 given a high reliance on 
natural gas.

RATING OUTLOOK

https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270
https://www.moodys.com/research/Moodys-downgrades-Gainesville-FLs-issuer-rating-to-Aa3-and-confirms--PR_907925270


The stable rating outlook reflects Moody's expectation that GRU will maintain fixed charge 
coverage ratios in the 1.4-1.5x range and will maintain a good liquidity profile.

FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATINGS

- A fixed charge coverage ratio maintained at or around 1.6x on a sustained basis 

- Maintaining adjusted days cash on hand above 250 days 
- Material and sustained reduction in leverage
FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATINGS

- Cost pressures preventing timely future rate adjustments and fixed charge coverage ratios 
declining below 1.4x on a sustained basis and an inability to reduce leverage 

- Deteriorating liquidity profile with adjusted days cash on hand materially below 175 days cash 
on hand 
- More aggressive demands for transfers to the city's general fund
LEGAL SECURITY

The utilities system revenue bonds are secured by a senior lien pledge of net revenue of the 
combined utilities system of the City of Gainesville. The rate covenant and additional bonds test 
requires that net revenue equal to at least 1.25x aggregate annual debt service. The utility is 
required to fund monthly deposits to the debt service account, so funds are available in advance 
of the principal and interest dates. There has been no debt service reserve requirement since 
2003, which is a credit weakness in GRU's bond resolution. For its variable rate utilities system 
revenue bonds, GRU has entered into separate standby bond purchase agreements with certain 
commercial banks to provide liquidity support in connections with tenders for purchase of the 
2005 Series C, the 2006 Series A, and the 2012 Series B. The 2019 Series C are supported by a 
letter of credit (LOC) provided by Bank of America, N. A. (the Bank).

PROFILE

Gainesville Regional Utilities (GRU) is a municipally-owned utility system in Gainesville, FL with 
electric generation and transmission, natural gas, water, wastewater and telecommunication 
services. In fiscal 2021, GRU reported operating revenue of $412 million and had 101,672 electric 
customers.

METHODOLOGY

The principal methodology used in these ratings was US Public Power Electric Utilities with 
Generation Ownership Exposure published in January 2023 and available at https://
ratings.moodys.com/api/rmc-documents/398041. Alternatively, please see the Rating 
Methodologies page on https://ratings.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the 
sections Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. 
Moody's Rating Symbols and Definitions can be found on https://ratings.moodys.com/rating-
definitions.

For ratings issued on a program, series, category/class of debt or security this announcement 
provides certain regulatory disclosures in relation to each rating of a subsequently issued bond 
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or note of the same series, category/class of debt, security or pursuant to a program for which 
the ratings are derived exclusively from existing ratings in accordance with Moody's rating 
practices. For ratings issued on a support provider, this announcement provides certain 
regulatory disclosures in relation to the credit rating action on the support provider and in 
relation to each particular credit rating action for securities that derive their credit ratings from 
the support provider's credit rating. For provisional ratings, this announcement provides certain 
regulatory disclosures in relation to the provisional rating assigned, and in relation to a definitive 
rating that may be assigned subsequent to the final issuance of the debt, in each case where the 
transaction structure and terms have not changed prior to the assignment of the definitive rating 
in a manner that would have affected the rating. For further information please see the issuer/
deal page for the respective issuer on https://ratings.moodys.com.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no 
amendment resulting from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning 
Unsolicited Credit Ratings available on its website https://ratings.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, 
the related rating outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in 
our credit analysis can be found at https://ratings.moodys.com/documents/PBC_1288235.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of 
Moody's affiliates outside the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, 
Frankfurt am Main 60322, Germany, in accordance with Art.4 paragraph 3 of the Regulation (EC) 
No 1060/2009 on Credit Rating Agencies. Further information on the EU endorsement status and 
on the Moody's office that issued the credit rating is available on https://ratings.moodys.com.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of 
Moody's affiliates outside the UK and is endorsed by Moody's Investors Service Limited, One 
Canada Square, Canary Wharf, London E14 5FA under the law applicable to credit rating agencies 
in the UK. Further information on the UK endorsement status and on the Moody's office that 
issued the credit rating is available on https://ratings.moodys.com. 

 
Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst 
and to the Moody's legal entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory 
disclosures for each credit rating.

 
 Kathrin Heitmann
 Lead Analyst
 Project Finance
 Moody's Investors Service, Inc.
 7 World Trade Center
 250 Greenwich Street
New York 10007
 JOURNALISTS: 1 212 553 0376
 Client Service: 1 212 553 1653
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CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT 
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR 
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SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND 
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT 
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OR PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD 
CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED 
TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE 
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, 



REDISTRIBUTED 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 MOODY’S PRIOR WRITTEN CONSENT.

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

All information contained herein is obtained by MOODY’S from sources believed by it to be 
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factors, however, all information contained herein is provided “AS IS” without warranty of any 
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credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, 
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process or in preparing its Publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, 
representatives, licensors and suppliers disclaim liability to any person or entity for any indirect, 
special, consequential, or incidental losses or damages whatsoever arising from or in connection 
with the information contained herein or the use of or inability to use any such information, even 
if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or 
suppliers is advised in advance of the possibility of such losses or damages, including but not 
limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where 
the relevant financial instrument is not the subject of a particular credit rating assigned by 
MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, 
representatives, licensors and suppliers disclaim liability for any direct or compensatory losses 
or damages caused to any person or entity, including but not limited to by any negligence (but 
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Additional terms for Australia only: Any publication into Australia of this document is pursuant to 
the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors Service Pty 
Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 
105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only to 
“wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By 
continuing to access this document from within Australia, you represent to MOODY’S that you 
are, or are accessing the document as a representative of, a “wholesale client” and that neither 
you nor the entity you represent will directly or indirectly disseminate this document or its 
contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. 
MOODY’S credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, 
not on the equity securities of the issuer or any form of security that is available to retail 
investors.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating 
agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s Overseas 
Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-
owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally Recognized Statistical 
Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO 
Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, 
consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. 
MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services Agency 
and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively. 

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including 
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock 
rated by MJKK or MSFJ (as applicable) have, prior to assignment of any credit rating, agreed to 
pay to MJKK or MSFJ (as applicable) for credit ratings opinions and services rendered by it fees 
ranging from JPY100,000 to approximately JPY550,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory 
requirements. 


