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By MARK HICKS

The Leaf-Chronicle

Montgomery County now has the second-highest credit rating possible,
which for taxpayers means a savings on interest when the county borrows
money.

The Standard & Poor's credit rating, also known as a bond rating, is now
AA+.

"It really validates what we've done," County Mayor Carolyn Bowers said. "It
means the county is in stable financial condition in difficult economic times."

Erinne Hester, director of Accounts and Budgets, added that the ability to
maintain adequate balances in various funds and reserves "shows our
ability to withstand a downturn in the economy."

County officials received the report Tuesday as part of preparations to sell
$5.4 million in bonds to pay for capital projects approved for the current
budget.

The S&P report shows the county is economically strong with a growing tax
base, has "very strong market value" for the population, has a good median
household buying income, has a strong financial position with healthy
reserves, and maintains a low overall debt burden.

On Wednesday, Bowers pointed out to the County Commission's Budget
Committee that the report also notes the county's "carrying charges" are
high. Most county governments do not fund their school systems, so S&P
calculated that Montgomery's debt is about 30 percent of the total county
budget when debt for school infrastructure is included. The percentage
drops to 10 percent without schools factored in.

The rating has already begun paying off. Because of the higher credit
rating, when the bonds sold on Wednesday, the buyer did not have to buy
insurance to cover possible losses, Hester said. As a result, the county was
afforded 50 basis points, which lowers the interest rate on the loan. Basis
points are similar to what homebuyers can purchase to bring down the
interest rate on home loans.

The county's bond rating was raised to AA-3 in 2007, following an
evaluation by Moody's Investors Service, which looked at factors such as
current debt, total expenditures, cash on hand, the current budget and the
anticipated budget, the county's top 10 taxpayers and the local economy.b
At that time, the county was borrowing $18.5 million to buy the property
where Hemlock Semiconductor is building a $1.2 billion plant. Because of
the good rating, it was estimated the county would save $1 million in
interest on the loan.

A dollar figure was not available for savings on Wednesday's transaction.
The next highest credit rating is AAA, which is rare in Tennessee.

"Williamson County is the only county in the state with a AAA rating," Hester
said. "That's not only because of their financial management, but because
of the wealth in that county."

Mark Hicks covers county and school governments and can be reached at
245-0200 or markhicks@theleafchronicle.com.

Reproduced with permission of the copyright owner. Further reproduction or distribution
is prohibited without permission.

Abstract (Document Summary)
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