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Gy of Ahewandria, Virginia

MEMORANDUM
DATE: MARCH 16, 2001
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: PHILIP SUNDERLAND, CITY MANAGEI%S

SUBJECT: BUDGET MEMO#_5 : STANDARD & POOR’S ANNUAL REVIEWS OF
AAA RATED CITIES AND COUNTIES

Each year the bond rating department of Standard & Poor’s (S&P) undertakes, and then
publishes, two analyses of various credit characteristics of the 41 cities and 31 counties that it
rates AAA (most of these jurisdictions are rated Aaa by Moody’s Investors Service but some are
rated less than Aaa). These S&P analyses, which are attached (one report reports on cities and
one on counties), look at the following key factors that S&P uses in assigning ratings:

. Strong and proactive administrations

. Effective debt management with moderate to low debt

. A vibrant and diverse economy or participation in one, and
. Strong finances

These factors have both qualitative and quantitative data elements, and include the calculation of
debt ratios and other fiscal measures. As the report for cities indicates (pages 12 - 13 of
Attachrgent I), Alexandria’s overall debt level and debt service compares very favorably to other
cities rated AAA by S&P. A similar conclusion can be reached when comparing Alexandria to
AAA rated counties, including in this region the counties of Fairfax, Arlington and Montgomery
(see page 11 of Attachment II).

For example, for the measurement of debt to market value of the real estate tax base ratio,
Alexandria’s debt to tax base ratio of 0.9% (at the end of FY 2000 irnmediately after our June
2000 bond issue of $55 million) was lower or equal to 38 of the 41 cities and 29 of the 31
counties. It should be noted that the proposed FY 2002-2007 CIP, with its proposed bonding
levels of $93 million over the next six years, would keep this important ratio at less than 1% over
the entire six year period. This would also be lower than the City Council’s adopted financial
policy target of 1.1% and the financial policy limit of 1.6%
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In various other measures, such as debt service as a percent of expenditures, debt per capita,

fund balance, real estate market value per capita, effective buying power and unemployment rate,
the City also compares favorably. Using a datapoint prior to the last City bond sale in June 2000,
the report also notes Alexandria’s rapidity of debt retirement. Since then, with the June 2000
bond sale the rapidity of City debt repayment has changed to 58%, which is considered a healthy
payback rate.

Attachments: 1. Annual Review of ‘AAA’ Rated Municipalities
II. Annual Review of ‘AAA’ Rated Counties
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ince Standard & Poor’s January 2000 review of

‘AAA rated communities, eight municipalities

earned Standard & Poor’s highest rating—the most
in any single year.

Karl Jacol, Boston B17-371:0308, Geoftrey Buswick. Boston 617-371-0213
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Now; 41 rusicipalities hodd this highest rag~

ing. Last vear's entranss inchude six upgrades
{Bloomington, Mirn.; Boca Raton, Fla.g
Norwalk, Cann.; Plano, Texas, Rogwell,
Ga. and Sudbory, Mass.) and two new
‘AAAS from municipalitics issuing rared
GO debt for the first dme {Greenvwich,
Coma., and Northbrook Village, 1IL). The
recent .1dduz<ms higblight factors contsibur-
ing to municipalities eacning "AAA ratings:
- Proactive manapemeni;
. $ow to moderate debt fovels;
- Feonomies thar have outperformed the
region in recessions and expansions;
'+ Tepically higher wealth levels; and
« Swong financial positions that provide 3
safety net protocting against virtually afl
uncertainties,

-

 This article reviews some of the key
factm's leading ro 9 *AAX' rating.

Behind the Ratings
Close examination of ‘AAA’ rated commu-
nities” ratios shows that stz¢ does not matrer,
not does geographic location. Pallas has’
more than one million residents; Bloombield
Hills, Mich., has fewer than 5,000 residents.
Hm@we;c,bom shiare importan attributes,
such as jow unemployment rates and above-
average wealth levels. Grouping the munici-
palitis by sive and region reveals other

- shared characteristics (see sidebar foran
explanation of methodology), For instance, |

per capita market values and wealth levels
tend to be higher in the Northeast than in
the Midwest. The fact that these rwo statis-
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tics move i¥ tandem indicates 3 direcr link
betweerr the wealth of a community and
property values {see Chart 1). Segmentarion
iltustrates how key ratios are considered on
a slicling scale. Even though large cities

generally have lower wealth fevels, it s not

unpaossible for them to achieve the highest

rating caregory.

Stsndard & Poor’s emphasizes four fac-
tors when assigninig a “AAA mting to'a.
municipality:

x Strong and proactive administrations;

= Effective debt management with
moderate to low debt;

w A vibranr and diverse economy or
participation in one; and

» Seong finances.

These factors combine bath gualitaive
and quantitative factors.

Cualitative datz inclhide:

» The presence of an experienced manage-
et teamn with 4 history of conservative
budgeting and successful management
through all economic cycles;

» Thescope and extent of financial respon-
sibility for municipal services shared wish
otiu:r levels of governmen; and

» ‘The exrent 1o which a municipality can.
draw on alternarive sources to Snance
Quantitative factors, on the other hand,

" provide the mumbers and ratios helpful ro

financial analysis. These reveal:

‘
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= The ability. to repay principal and interdst
{bot not willingness t pay, which isa
qualigative factor);
» An idea of the sufficiency. of reserves, and
= The strengrh of the cconomy and other
important information,
Togethes, the qualivative and quantitative
factars provide insight into a community’s
ability to support its debt,

Administration

One of the most important facrors in rating
a commninity is its financial management
teamn. A tearn must have strong, interactive
relations with clecied officials, favorable
budgeting results, anid 2 proven track secord
of managing through good as well as bad

times, The management team must alse

have a strong grasp of its finances and an
explicit plan for future capital outlays and
development. Conservative and accurate
budgeting is another important attribute of
‘AAN rated: communities, ‘AAA’ rated
communities’ management demonstrate the
ability to manage resources, recognide

. potential revenue and or expenditare

ressures, and seacy during the fiscal year o
cnsure maintenance of fnancial position.

Debt

‘AAR rated communities carry affordable.
and easity manageable debt ratios. The
average ner debr per capita for the 41 'AAA
rated communities is $2,000. Six of the
small- municipalities exceed $3.000 debr per
capita. As a result of these smaller commu-
nities incurring higher debt per capita ratios,

‘the ‘AAA" average debt per capita has

grown in recent years. Compared o two
vears ago, however, the median debe per
capita for 2ll “AAA% has remazined abour
the same atabour $1,700.

Smaller municipalities generally provide
fewer services or services on 2 stmaller scale
that require less debr financing than larger
contmunitics, That Standard & Poor’s
assigns *AAA ratings to seven muricipalities
with populations greater than 250,000 iHlus-
trates that iscuers are not penalized by their
size or for providing rhose extra services,
assuming the services 6t within the budpet.

High debt-per-capita Tevels can also be offser.

by ather factors. Gernantows, Tenns.debe-

© wrcapim level is high, 2z 33,056, but its

wealth Jevel is well above the navional aver-
age, at 196%. At 53.7%, the town’s rago of
urwreserved general fund bafance to expendi-
tures is also very strong, _

The "AAX municipalities have low
dednt-to-market value averages of 2.4%, and

/AE

aggressively pay off approximately 70% of
their long-term debt within 10 years.
Eighty-eight percent of Alexandria Va.s
outstanding debt is retired in 10 years, and
it also has low debt-to~valaation and debt
service-to-expenses ratios of 0,9% and

Explanation of Column Headings

* lthough all municipalities are arranged in the same wshle, direct comparison is
% problematic because ot all municipalities provide the same services. For example,
sume support school systems; others do not. Thug, ratios, by themselves, do not address
the subtleties and diversities of the municipalities.

Population: The number of residents in the commuinity or county. Source: Bureau of
the Census.

Total nuarket vatue: the valuc of the municipality's taxable property. Source: official
statements of the municipalities,

MV/capita: total market value divided by population.

Percentage AV top 10: the percentage of 2 mumicipality’s total assessed value assaciat-

e with its 10 feading taxpavers. This number is & measurement of the degres to whicha

municipaliey’s tax base is concentrated in a fewr taxpayess. Source: official starements of
the municipalities, _ .

PC EBE: per capita effective buying income. an indication of the incomes of a
municipality’s residents caleulated by suburacting personal tax and non-tax payments
from mongy income. Source: Marker Statistics,

PC EBI percentage of U.S.: PC FBI of the municipality as a ratio of the nation’s PC
EBL Sources Marker Statistics.

Three-year imemployment: the average unemployment rates from 1995-1997, and an
indication of the economic strength, Source: US. Buresu of Labor Statistics.

OND/Capita: averall net debx per capita. This number generally includes underlying
and overlappiog debs, and indicates how heavy the debe burden is for residents.
Source: official statements of municipalitics.

OND/MV: overall net debt to market value. A kistio of the doliar value of debt to the
vatue of the underlying tax base. This nuniber provides insight inro how heavy the debr
burden is on taxable property. Saurce: official statements of municipalities. - -

Debr service/expenditures: a representation of the doflar amount of debt service paid
by debt supporting funds as a percentage of the roral budgets for these debt supporting
funds. Incloded are the gencral fund, and, if present, debt service and special revenue
finds. Self-supporting enterprise funds are excloded. Source: audits of respective
manicipalivies, . . _

Total general fund balance/expenditurcs: the annual dollae amoun: of reserves the
municipality has in its generaf fund as a percentage of general fund-expenditures at the
end of the fiscal year. A high level suggests the municipality has a better abiity to absorb
an unforeseen expenditure or a drop in revenues without risking insolvency. Source:
audirs of the municipalities. :

Unreserved general fund balance/expenditaces: similar to total general fund balance,
but tnoxe restrictive because only those funds not reserved for some specific purpose are
included. Source: audits of the municipalities.

Ten-year amortization: the percentage of total direcr debr the municipality retires in
1) years. Source: official statements of municipalities. _

Karl jacob 617-371-0306
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3.A%, respectively. While such aggrescve
debe redcement schediskes can inerease fixed
costs by accelerating repayment faster thai
need be, ‘AAX municipalities exhibit the
economic steength and financial capability
ks support the rapid amortization. On aver-
age, 10% of the ‘AAN rated cormmmanitios’
general fund and debt service budgers,

where existing, are dedicated o debt service.

Economy
- & municipality. does not necessarily have to
bave its own dynamic econdmy in order Y
achieve 2 high-grade rating. Predominanty
residential comymunities such as '
Massachusens® Sudbuey and Wellesley
benefit from their close proximity to the
technology-intensive Roure 128 corridor,
the rapidly growing Route 495 comemercial
sectar, and participation in'the strong and
divexse Boston sconomy-—the region’s
financial, health care, and service hub. The
larger *AAA” municipafities tend to suppart
“their own diverse economies. Daflas is honte
tor the second busiest internatiomal airpotr in
the counntry, as well as major corporate

“headguarters. Other ‘AAX rated muniicipali-

ties that play host 1o corporate headquarrers
include Stamford, Conn., and Raleigh-
Duthern, N.C. The diversity of thess
economies provides the assurance that they
wifl be able to weather a downturn in any
one 3ector.

‘Some of the key ratios demonstrating a
ianicipality’s cconomic health nclade
uiemployment, the rarket value and trend
of property valuations, and the refative
wealth levels measured by effective buying
income. High per capita property valuation
represents.a significant investment in prop-

erty. In economic downturns, higher-valued

properrics typically retain valvation,
Sumnit, N.J., has a high debt-per-capina
level of $3,911, but a per capita nyarker
valie of $168,375. The average per capira
market value for all ‘AAA’ rared communi:
ties 58108 2686.
There are somme differences among the
mucipalities depending on population and
Jocation (see Table 1), Larger cities {those
with more than 250,000 residents) fave
-average per capita values of abount $50,000;
smaller commumitics ithase with less than
38,008 peapley show average per capies
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 vaues of $150,000. This dramstic differ-

ence can best be explained by the relative
homogeneity of smaller communitics.
Larger musicipalisies, by contrast, contin a
mix of wealthy and poorer areas that tend
1o modérate per capita values, For mstance,
Avon, Conn., with 2 per capita market

value of $151,856, is a wealthy rcsldmmal

subneb of Hartford. In conteast,
Indianapolis, Ind., is a diverse city witha
per capita.market value of $36,341.
Northeast municipalities have bigher per
capita valuations reflecting the generally:
higher housing values in Pennsylvania, New
Jexsey, Connecricut, and Massachusetts, as
well as higher incomes. The relationship
between per capits effective buying income
and marker value per capita indicates that
higher incomes are associared witk higher
propesty values {see Charr 2).

Additionally, mose ‘AAA" mumicipalitics

share srong employinent and income figures,
-which can offset other areas of weakness,

Charlonesville, Va., has an unanployrment
rate well below the national average, which
helps offset a per capira wealth Jevel thatis
3% of the U.S. average. The presence of
the University of Virginia also assures
Charlortesville of relatively strong employ-
ment in cconomic expansions as-well as
contractions. In our analysis, Standard &
Poor’s uses the three-vear average unem-
ployment figare, which tends to smooth
one-year aberrations and provides a berter
indicarian of an economy’s health,

Thelow wealth Jevels of Charlottesville
and Columbus, Ohio, are also offset by the
presence of large and well-regarded state.
universities. While the farge student popula-
tion depresses wealth levels, the inteflectuat
capital helps create jobs and a dynamic
economy. Just as the large university
presence io the areas of Palo Alro, Calif,
{Stanford), and Cambridge, Mass. {Harvard
and MIT), help penerate new businesses and
jobs in those areas, Charlotresville
{Univensity of Virginia) and Columbus
{Ohio State Universiey) reap the benefits.of
significant university presence. Raleigh and
Durham have higherthan-average wealth
fevels, but also benefit from the presence of
Dule, Wake Farest, and the University of
North Carolins. These three prestigious
universities form an iraportant base for the

Er«ndnrd & Laor's m!’ttWecE Mwmapuf » Frbmr.'r) 13 kS 201 *1



“Research Triangle” and a fase growing
regsonal.economy with high~paving jobs.

Finances _

The fourth important facror s a municipati-
ty's fisances, which are closely tied o the
strength of the management ram and the
tax: basc’s wbility 1o generate revenue, Strong
financial managemens with the ability to
accurately plan and develop significant
teserves is 2 common characteristic of highly
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rated musicipalities. The average unreserved
senesal fund balance as a percentage of the .

hudget for all ‘AAA” rated municipalities is
very strong, at 25%. This financial cushion
gives local governments grear flexibility in
dealing with unforeseen events such as an
unexpected shorfali in revenues or rise in
cxpenses. At the top of the lise & Roswell,
G, & suburb of Astanta, with an unre-
served genecal fund batance of 109%.

Tablz J
Weatth Comparison of 'AAA Rated Municipalities

/A

Conclusion _

‘Thie ratios of "AAN municipalities do nat
eepresent 2n exhaustive list of considera-
tiows in the xating, process, They do,
however, represent some of the most
impartant characreristics contributing to the:
coveted “AAK raring:

® Strong administration,

= Manageable debt keveds,

« Strong sconomies, and

'« Pinancial ﬁmbdaty
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Quaatitative facrors consist of numbers
and ratios helpfel for financial analysis.
Quaditazive factors provide depels, perspoc-
tive, and context. Togethes, they impart the
entire picture of a municipality. Overland
Park, Kan., has strong management;
Millburn’s extraordinary wealth levels offser
jts high debt burden; and Cambridge,
Charlortesville, and Columbus host major
universities but have lower per capita
wealth levels cousisreny with large student
populations.

-Owverall, Standard 82 Poars 41 "AAN rared
municipalities, each unique, possess key
factors that produce extremely stroog capa-
bifities to-mect their debr obligagdons. GIio

‘Winnie Fong contributed to this article.

/27

n ey o
NS R PF S T BN
) - . s 3 .

Grouping the GO “AAA’ Rated Municipalities

T‘o‘ better understand the diversity within the “AAA’ category, analysis started with
. size and geography sub-groups.
Popuiation reflects size:
& A small municipality has fewer than 50,000 residents; '
# A medium-sized municipality’s population ranges fom 50,000-250,000; and
» A large mummpahty has more than 250,000 people.
These criteria break out jnto 12 small, 22 medium, and seven iarge entities,
The ‘AAA rated municipalities were also divided geographically, which resulted in
four main regions: -
= The Northeast (NE} grouping consists of Cannecticut {7), Massachusetts
{3 AAAs), New Jersey (3}, and Peansylvania (1};
» The Madwes't (MW} group is inois (2}, Indiana {1}, Michigan (1), Minnesota {3),
and Ohio {1);

= The West of the Mississippi { WoM) group contsins California (2}, Kansas {1},

Nebraska {2), and Texas {3);
# The Southeast (SE) group includes Florida (2}, Georgia (1}, North Carolina {5},
“Fennessee {1), and Virginis (2),
This breakdown yiclded eight in the Midwest, 14 i1 the Northeast; 11 in the
Southeast, and cight in the West of Mississippi region.
Karl Jacab 617-371-0306
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ATTAGHMENT 11 /R

Annual Review of
‘AAA’ Rated Counties

deep, diverse, and growing economy, strong
financial managesent, and a low debt burden
are the ballmarks of ‘AAA’ rated counties. This

rating category, by definition, represents extremely strong

capacity to pay principal and interest.

Kau) Jacob, Baston §17-371.0306; Geofivey Buswick Boston 6123710313
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Typically, ‘AAA’ rared counties have demon-
serated an ability to weather all econonic
eycles by maintaining right budgetary
controls, articulating and executing well-
designed capiral plans, maintainiag sufficient
reserves, and plansing for future contingen-
cies. Standard & Poor’s currently rates 31
countes ‘AAA), all of which have a stable
outlook {see Table). "The states with the maose
*AAA rated eonnies are North Carolina
with five; Virginia with four; followed by,
Maryland, New Jersey, and Texas, with
three each. Additions 1o the ‘AAA’ list since
aur last review in Apot 2000 inchude the
counties of Guilford, N.C,, Tarrant, Texas,
and New Castle, Del, Guiltord and Tarrans
countics were upgraded from *AA+ to
‘AAX, bur New Castle, Del., received a
double upgrads, from ‘AA 10 *AAN.

Ecenomic Assessment

Areas of economic activity that affect credit
quality include:

# Growth of the labor force,

¥ Diversification of employient seciors,
¢ Unemployment rates,

# Wealth and income indicators,

# Construction and retail activity,

% Population growth,

# Anraction of new businesses, and

% Tax base and employment expansion,

A key characteristic of ‘AAA’ countics is 2
track record of srability and resilience
through ali economic cycles. They have
managec! by creating resetves in periods of
strong economic expansion to offset the
effects of recessions and by anicipating and
planning for their operating and capital
needs into the future. A diverse revenue
stream is one key to financial strength,
because too much reliance on one kind of
revenue source can make the county vulner-
able-to economic downturms, Equally
important arc expenditure trends. Although
tounties cannot always control 2li their
costs, sound financial decisions can help
‘maintain strong financial positions. Some
counties have financial responsibifity for
social service programs—a very unpre-
dictable part of the budger during an eco~
nomic dewnturn, when caseloads grow.
Sodial service programs alse introduce the

~tential for costly infunded mandates,
shly rated counties have been able to

<t LM e

ey
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Sample of Financial Factors for
County Evaluations
Overall net debst: Incluces county net direct debt, plus underlying andfor

averlapping debt.

GO debt: The amount of direct county general obligation debr omtstanding,
Overall net debt per capita: Generally includes underlying and overlapping debt and
mdicates how heavy the debt burden is for residents expressed on a per capita hasis.

Market valoe: ‘The value of the counry's tot

at taxable propeny.

Overall net debt to market value: A ratio of the dollar value of debt to the value of
the underlying tax base. This number provides insight into how heavy debt burden is

on taxable properey.

Per capita market value: Total market value divided by population.

General fund bafance to expenditures: The annua dollar amount of reserves in a
county’s general fund as a percentage of general fund expenditures at the end of the fs-
cal year. A high level provides increased financial flexibiity.

Per capita income as a percent of the U S, Measures county per capita income as a

ratio of the nation’s per capita income.

Unemployment rate: The coun ty's average unemployment rate over the most recent
12-month period. Ir is an indication of econotnic strength,

control labor costs, limit the growth in
programs and services, and take other
measures, such as raising taxes or using
rescrves, to keep operations in structural
balance despite economic pressures.

Management and Planning

Planning is often key o sound fionnces and
manageable debt levels. Services provided
by a county and irs growing infrastructure
need fo be assessed with a long-term view,
especially if the caunty is expanding rapidiy.
In senting user fecs for warer and sewer or
solid waste operations, for examply, the
county has to balance its needs for furure
expansion and maintenance with the politi-
cal reality of keeping rate increases reason-
able and stable. Infrastrucrure requirements
associated with solid waste, school facilities,
sewer and roads, or other major services
should be anticipared and made parcofan
achievable, long-term capical phan. Many of
the ‘AAA rated counties have sophisticared
financial planning procedures, both short-
and long-term, thar provide maximum Bexi-
bility to manage resources in afty econamic
eavironment, Capital planning and, more

ecently, debt affordability miodels or

# Standard & Poor's Credit Week Mamicipal » Febonary 36, 3007

Karl Jacob 617.371-0306

guidelines that evaloage capital requirements
and funding sources and assess the fature
impact of currem bond programs are strong
nnagement tools, Governments that can
solve problems before they become unman-
ageable or expensive are the most successful
in achieving structural balance in their
financial operations and in managing their
debr and capital needs.

Ratios and Rankings

Standard 82 Poor’s uses several ratios as
pact of the credit review process. Among
them are overall net debr per capita, per
capita inarker value, and unreserved general
fund balance as a percentage of expendi-
tures {see Box), A high overalt net debt ratio
is an indication of a heavy debr burden,
which is theoreiically borne in equal
measure by cach resident. In some cascs,
Standard & Poor’s makes distinctions
between direct debt, for which the issuer
itself is responsible, and overlapping and
underlying debr, which is not a dircce oblig-
ation of the issuer. If the issuer’s divect debt

15 low, Jess weight may be given to overla

ping and underlying debt than will be the
case if the issuer’s own debt burden js high,
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" arall ner debr per capita for the 31 "AAA
tics mnged from a high of $3,951 for
Montgorery County, Md., 1 a low of
$518 for New Castle County, [3el. Average
oversll nerdebt per capita for the 31 coun-
gies is $1,760, and the median i $1,740.

Per capita market value measores
property wealth, The county with the
highese property wealth among the ‘AAA
counties is Montgomery County, Md., at
$122,547 per capita mircker, valoe, followed
by Arlingron County, Va.,, at $117,702.
Average per capita market value for the
‘AAA counties is $74,185, and the median
is $69,466.

When examining a county’s financial
pasition Standard & Poor's also reviews
rescrves Jevels, both n reems of policies and
trends. The unreserved general fund balance
as a percentage of expendirures is examinéd
to-determine the size of reserves available in
relation to the wral budger, While Staadard
& Poor’s does not advocate an ideal reserve
level, our GO credit benchmarks outline
that a total general fund balance in excess
of 15% and an unreserved geneeal fund
bafance in excess of 8% are very strong,

vever, each situation is considered on
s own merits. The ratio for the ‘AAN
wounties for total general fund balance asa
‘percentage of unreserved geneeal fund
expenditures ranges from a low of 1.2% for
Monmouth County, N}, to a high of
100.4% for Kent County, M1, The average
unreserved general fund balance for the
‘AAN counties is 26.3% of expenditures,
while the median is 16.8%,

Srandard & Poor’s examinies several eco-
nomic indicators to determine the vibrancy
and strength of an entity’s economy. Among

Standard & Poor's
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the most important are income fevels and
unemployment rates. Standard & Poar’s
compares severa] income indicarors to US.
averages. Per capita income as a percentage
of the US. average ranges from 92% for
Salt Lake County, Utah, to 182% for
Somerser County, MN.J. On average, rhe
'AAA counties’ per capitt income was
129% of the U5, average, while the median
was 122%. Ar first glance these income lev-
¢ls may appear more moderate than expect-
cd for highly rated credits, bur given the
targe populations in many of the ‘AAA
countics, wealth levels tend to be spread ou
and ofteny understated. Unerployment cates
for the counties are below the ULS. rates,
and many are significantly below average.
The lowest unemployment rate among the
*AAAN counties, on a three-year average,’
was 1.5% for both Wake County, N.C.,
and Addington, Va,; the highest was 4.1%
for Baltimore County, Md. The three-year
average for the U.S, during the same period
was 4.25%,

Regional Variations

When evaluating the distribution of ‘AAA
rated counties nationally, the eastern region
has 2 much sironger credis profile. More
than two-thirds of the ‘AAA! ratings are
located in this region. The central region of
the country accounts for 32%, while the
western region has only one *AAAN rated
county. Many states in New England do not
~have 3 county government structure, so they
-are not part of the regional distribution.
Maryland, North Carolina, and Virginia are
all 'AAN rared states, and 12 of the 31
couaties are located here. There is a consis-
tent fevel of financial conservatism, staze
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oversight, and sound fiscal and debr policy
that is shared berween the state and local
fevel of governments of these srates—a
credit strength, The eastern region of the
country also has a very high concentration
of higher education institutions, a strong
{ederal government presence, and g very
established corporate zod industeial base,
which provide a strong employment/income
foundation as a contribunag factot to many
of the *AAN credit ratings in the region.
While many of these economic chamcteris-
tics ace present in counties in the West, the
foxal tax esvironment and other intergov-
ernmental constraints conexibute to a lower
credit profile. Most easters: states have wx-
ing flexability, in contrast to some western
region county governments, which operate
uaoder strict taxing limitations. In meny
cases, these can limit financial fBexibilicy.

Conclusion

The varinns economic, financial, and debt
ratios of ‘“AAA’ countics da not represent an
exhaustive list of considerations ia the
rating process. They do, howsver, represent
some of the most important characieristics
contributing to the coveted ‘AAA rating:

& Strong administration,

v Manageable debt levels,

r Strong ecoriomies, and

n Financial flexdbility.

While sach of Standard & Poor's 31
‘AAN rated counties is unique, they all
possess these key factors, giving the counties
extremely strong capabilitios to méet their
debr obligations. G

Wirmie B. Fong contributed to this article.



