Fitch Rates Grand River Dam Authority, (OK) 2016 Revs
'A+'; Outlook Stable
October 06, 2016 11:26 AM Eastern Daylight Time

AUSTIN, Texas--(BUSINESS WIRE)--Fitch Ratings has assigned an 'A+' rating to the following
Grand River Dam Authority, OK (GRDA, or the authority) revenue bonds:
--$440,350,000 Series 2016A;
--$18,350,000 Series 2016B (Federally Taxable).
The bonds, with a final maturity of June 1, 2039 are scheduled to price via negotiation on Oct. 25,
2016. Bond proceeds will advance refund all or a portion of the outstanding 2008A, 2010A and
2014C bonds and pay costs incurred in connection with the sale and issuance of the 2016A and
2016B bonds (in aggregate, the 2016 bonds).
In addition, Fitch has upgraded the following ratings to 'A+' from 'A':
--$520,490,000 Series 2008A;
--$158,750,000 Series 2010A;
--$75,860,000 Series 2010B (Federally Taxable);
--$225,635,000 Series 2014A;
--$84,845,000 Series 2014B (Federally Taxable).
The Rating Outlook has been revised to Stable from Positive.
SECURITY
The 2016 bonds are secured by a senior lien on net revenues of the Grand River Dam Authority,
including net transfers from the authority's rate stabilization account.
KEY RATING DRIVERS
SUSTAINED FINANCIAL PERFORMANCE: The rating upgrade reflects the recent improvement in
GRDA's financial profile, as well as Fitch's expectation that the authority will sustain financial
metrics supportive of the 'A+' rating category. A sizeable reduction in annual debt service
obligations contributed to improved Fitch calculated debt service coverage of 1.90x in fiscal 2015.
Financial projections through fiscal 2020 show debt coverage remaining strong at no less than
1.55x as debt service remains level through 2033 and no additional borrowings are contemplated.

Days cash on hand (DCOH) is expected to stabilize around 185 days providing the utility with sound
liquidity.
DIVERSIFIED AND AMPLE POWER SUPPLY: GRDA's portfolio of resources, which includes a
diverse fuel mix and is supplemented by purchases from the Southwest Power Pool (SPP), has
enabled the utility to efficiently supply electricity to its customers. Completion of a new 495MW
natural gas-fired facility in July 2017 will offset the planned closure of a coal-fired Grand River
Energy Center (GREC) Unit 1, and should provide GRDA with sufficient resources to meet future
customer energy demand.
MIXED CUSTOMER BASE: GRDA supplies wholesale and retail electric service to a sizeable
customer base that exhibits significant concentration in energy sales and related revenue.
Moreover, just 42% of power supply contracts (by revenue) extend through the life of its
outstanding and proposed debt. GRDA's third largest customer, Northeast Oklahoma Electric
Cooperative, Inc. (NEO), representing 8% of 2015 revenues, recently elected not to renew its
contract expiring in May 2017, highlighting this risk.
OFFSETTING REVENUE PROTECTIONS: Long-term contracts to 2042 with most municipal
customers, very low wholesale and retail rates and limitations on retail choice for industrial
customers should ensure revenue stability over the long term. GRDA has also entered into longterm capacity purchase agreements with three of its municipal customers, further deepening
customer relationships.
RATING SENSITIVITIES
CUSTOMER RETENTION: Grand River Dam Authority, OK's inability to maintain financial metrics
due to the unexpected loss of an additional large customer, or multiple customers, or inadequate
rate-setting resulting from competitive or political pressure could lead to negative rating action.
CREDIT PROFILE
GRDA supplies wholesale and retail electric power to 106 customers, principally in 24 northeastern
Oklahoma counties. The service territory is broad, indirectly extending to 75 of Oklahoma's 77
counties and to portions of three neighboring states.
CONTINUED FINANCIAL IMPROVEMENT
Lower debt service requirements beginning in 2014, along with lower fuel and purchase power
costs, have continued to bolster GRDA's financial metrics. Average debt service payments declined
from $133 million annually for the period 2009 - 2013 to $78 million annually in fiscals 2014 - 2015.
Lower fuel prices also contributed to improved margins and increased operating income. Additional
savings were passed onto the customer base in the form of a lower power cost adjustment (PCA) in
2015.
GRDA has continued to build liquidity as the authority has averaged 193 DCOH over the last five
years and reached a five year peak of 274 DCOH in 2015. The authority's leverage remains in line

with 'A+' rating category medians and is expected to continue to decline with no new debt
issuances planned at least through the next five years.
MIXED CUSTOMER PROFILE MITIGATED WITH REVENUE OFFSETS
GRDA's customer base is composed of municipal, off-system firm, commercial and industrial, and
cooperative customers, in addition to spot power sales through the SPP. It presents some unique
challenges in the public power sector. However, various offsets help provide the authority with
greater revenue predictability over the long term.
Most municipal customer sales representing 36% of the total are made under long-term, allrequirements wholesale power contracts to 2042, or beyond the final maturity of GRDA's
outstanding debt and series 2016 bonds. GRDA management has undertaken efforts to renew and
extend the contracts with its current customers to avoid future demand uncertainty. Negatively,
GRDA's contract with NEO, its third largest customer representing 8% of revenues, will terminate in
May 2017 after the cooperative elected not to renew.
Retail commercial and industrial sales growth from economic development at the MidAmerica
Industrial Park near Pryor, OK will help mitigate the loss of NEO from the customer base. Most
recently, Google, GRDA's largest industrial customer, announced on Sept. 23, 2016 that it would
increase its total investment in Oklahoma to $2 billion by 2018 as the company expands its data
centers. Moreover, industrial customers typically have three-year contracts, but are prohibited from
changing wholesale providers after an initial choice is made. This provides long-term certainty that
benefits power supply planning.
PROJECT CONSTRUCTION
GRDA is in the midst of constructing a nominal 495-MW natural gas-fired, combined-cycle facility GREC Unit 3. The new facility exhibits GRDA's continued movement away from coal to a higher
reliance on natural gas. GREC Unit 3 will have a very low 6,500 British thermal unit/kWh heat rate
that will result in regular dispatch. GRDA expects GREC Unit 3 to be commercially operational in
July 2017.
Additional information is available at 'www.fitchratings.com'.
Applicable Criteria
Revenue-Supported Rating Criteria (pub. 16 Jun 2014)
https://www.fitchratings.com/site/re/750012
U.S. Public Power Rating Criteria (pub. 18 May 2015)
https://www.fitchratings.com/site/re/864007
Additional Disclosures

Dodd-Frank Rating Information Disclosure Form
https://www.fitchratings.com/creditdesk/press_releases/content/ridf_frame.cfm?pr_id=1012741
Solicitation Status
https://www.fitchratings.com/gws/en/disclosure/solicitation?pr_id=1012741
Endorsement Policy
https://www.fitchratings.com/jsp/creditdesk/PolicyRegulation.faces?context=2&detail=31
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,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE
AGENCY'S PUBLIC WEB SITE AT WWW.FITCHRATINGS.COM. 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. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE
SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE
FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN
BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.
Copyright © 2016 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 verification 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
verification 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 verifications
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 verification 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
verification 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 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 financial statements and attorneys with respect to legal and

tax matters. Further, ratings and forecasts of financial and other information are inherently forwardlooking and embody assumptions and predictions about future events that by their nature cannot
be verified as facts. As a result, despite any verification 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 affirmed.
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 specifically mentioned. Fitch is not engaged in the offer or sale
of any security. All Fitch reports have shared authorship. Individuals identified 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, verified 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 taxexempt 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 filed 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 efficiency 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
Australian financial 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.

Contacts
Fitch Ratings
Primary Analyst
Tim Morilla
Associate Director
+1-512-813-5702
Fitch Ratings, Inc.
111 Congress Ave, Suite 2010
Austin, TX 78701
or

Secondary Analyst
Dennis Pidherny
Managing Director
+1-212-908-0738
or
Committee Chairperson
Christopher Hessenthaler
Senior Director
+1-212-908-0773
or
Media Relations
Alyssa Castelli, +1-212-908-0540
alyssa.castelli@fitchratings.com

	
  

