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CiTYy COUNCIL AGENDA ITEM

Date: February 3, 2014
To: Honorable Mayor and City Council
From: Brian Kischnick, City Manager

Sehrish Salah-Ud-Din, Assistant to the City Manager
Brenda Carter, Graduate Intern

Subject: Bond Rating Analysis

History

Following our presentation of the Troy Story, discussions with City Council led to a
request for information and education regarding the process of rating agencies and how
they determine the bond rating they bestow on municipalities. The following information
and presentation are in response to this request.

Troy has maintained its AAA bond rating for several years now. As rated by Standard
and Poor's 2012 Municipal Bond Rating Analysis, there are only three other
communities in Michigan with this distinction including Bloomfield Township, Bloomfield
Hills, and Birmingham. The City’s overall financial profile remains very strong; despite
the recent declines in taxable valuation. The City has very strong reserves (53% of
operating expenditures, on an unassigned basis as of the last audit, June 30, 2013).

Municipal bond ratings reflect the risk of default, much like a personal credit rating.
Bond rating agencies rate a government’s ability to make timely, sound financial and
operational decisions in response to fiscal demand. The determination for these ratings
is based on the following:

Revenue and Expenditure
Budget Amendments

Long Term Financial Planning
Long Term Capital Planning
Investment Management Policies
Debt Management Policies
Reserve and Liquidity Policies
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Bond Ratings are performed by three main rating agencies including: Standard &
Poor’s, Fitch, and Moody’s Investor Service. Standard & Poor’'s rates Troy with a AAA
bond rating whereas, Fitch rates Troy with AA+ for Building Authority Bonds and a AAA
unpublished rating for City General Obligation Bonds. As for Moody’s, they have not
ranked Troy yet. AAA Bond Rating speaks volumes in terms of the city’s financial
health, managerial practices and policies.
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Conclusion

Troy will continue prudent practices to maintain fiscal sustainability and a AAA Bond
Rating. It is Standard & Poor's expectation that, the city will maintain strong financial
reserves and that management will implement strong fiscal controls to protect its
financial position despite the forecasted use of reserves, and the ratings will not change
during the two-year period.

Tonight is a step towards education with an understanding of the reason and process
used to obtain and maintain a Bond Rating with the help of Robert Bendzinski. This is
one of several steps to help us as a group to move forward with a more comprehensive
understanding of Bond Ratings.
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