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Mecklenburg County

Board of County Commissioners
Debt Policy




County Debt Update

* Last month, the credit rating agencies confirmed the
County’s AAA credit rating

* The AAA rating is critical to keeping the County’s interest
costs low in a rising interest rate environment

* Total interest costs on our new $150 million issue are
3.098%— just 0.36% higher than last year even with four
Federal Reserve rate hikes totaling 1.00%
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Debt Balance Histor

* The County has made a concerted effort to lower its total
outstanding debt over the past few years—reducing outstanding
debt from $2.2 billion to less than $1.5 billion in the last 10 years
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County Debt Update

* The County’s adherence to robust debt management,
healthy reserves, and sound fiscal policies are fundamental
to the County’s AAA rating

* These policies, including our debt policy, serve as the
framework for the County’s strong fiscal stewardship

* Collectively, these policies and fiscal discipline demonstrate
the County’s commitment to long-term financial and
capital planning, and strong financial management
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Debt Policy Update

* Mecklenburg County’s debt policy and ratios support a
strong, AAA credit rating

* Since the last update in 2014, changes include new tax
laws, economic shifts, and updates to best practices

* Finance working with advisors performed a
comprehensive review:

* Compared policy against Government Finance Officer Association (GFOA)
Best practices

* Compared performance against similar counties
* Considered the economic landscape, including 2018 tax law
* Consulted with the North Carolina Local Government Commission
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* Mecklenburg County has a strong debt policy and fiscal
management

* Overall, policies and practice alignh with best practices
* County performance is in line or better than NC peers

e Recommended changes
» Update policy to explicitly tie to best practices

* Refine targets to ensure fiscal discipline while allowing moderate
flexibility to address current and projected capital needs
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GFOA Best Practices

GFOA Best Practices

Mecklenburg
Count Debt Policy

e Currently, the County
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* Goal: Adjust metrics in line with continued fiscal discipline,
while maintaining moderate flexibility

* Proposed changes highlighted below:

FY 2018 Est. Old Policy Target [New Policy Target

Overall Debt as % of Assessed Value 1.7%

Overall Debt per Capita $1,975
Direct Debt as % of Assessed Value 1.10%
Direct Debt per Capita $1,327
Ten Year Payout ratio 72.8%
Debt Service % of Operational Expenditures 14.4%
Variable Rate Debt as % of Outstanding Debt 0.0%

VIE
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*Overall debt measures include County and City of Charlotte debt—used for tracking overall health.
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Summar

* Mecklenburg County has a strong financial position

* Proposed changes to the county debt policy would further
support AAA credit rating

* Updating the policy to explicitly reference all best practices
increases transparency of existing practices, and show alignment
with GFOA Best practices

* Tightening debt metrics demonstrates commitment to
maintaining that strong financial position, and capacity to
weather any unexpected downturns

e Staff recommends the Board adopt the proposed changes
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Questions
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