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Summary
Hamblen County, TN (Aa3) benefits from a solid financial position, marked by satisfactory
reserve and cash levels, which have increased in recent years following a period of decline
due to pay-go capital expenditures. The county's tax base has experienced moderate
growth over the last several years, a trend that is expected to continue, however is highly
concentrated in manufacturing associated with the automotive industry. The county's overall
leverage profile is below-average, largely in part due to affordable pension liabilities.

Credit strengths

» Above-average tax base growth

» Improved reserve levels in recent years

» Pension and OPEB liabilities are well below-average

Credit challenges

» The tax base is highly concentrated

» Resident income levels are below-average

Rating outlook
Outlooks are usually not assigned to local governments with this amount of debt
outstanding.

Factors that could lead to an upgrade

» Sizeable increases in reserve and liquidity levels

» Material growth and diversification of the tax base

» Improved resident wealth and income levels

Factors that could lead to a downgrade

» Material, sustained declines in reserves and liquidity

» Significant increase in leverage profile and fixed costs

» Contraction of the tax base and deterioration of resident income levels

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1311599
https://www.moodys.com/credit-ratings/Hamblen-County-of-TN-credit-rating-600034124/summary
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Key indicators

Exhibit 1

Hamblen (County of) TN 2016 2017 2018 2019 2020

Economy/Tax Base

Total Full Value ($000) $4,744,607 $4,858,338 $5,170,829 $5,240,487 $5,770,175 

Population              63,203              63,465              63,740              64,132                      -   

Full Value Per Capita $75,069 $76,551 $81,124 $81,714 N/A

Median Family Income (% of US Median) 71.9% 72.6% 70.5% 70.6% 0.0%

Finances

Operating Revenue ($000) $101,144 $105,910 $114,119 $119,814 $119,700 

Fund Balance ($000) $22,235 $20,174 $21,499 $23,904 $27,203 

Cash Balance ($000) $22,546 $20,291 $20,861 $25,169 $28,272 

Fund Balance as a % of Revenues 22.0% 19.0% 18.8% 20.0% 22.7%

Cash Balance as a % of Revenues 22.3% 19.2% 18.3% 21.0% 23.6%

Debt/Pensions

Net Direct Debt ($000) $31,779 $27,230 $22,346 $17,373 $34,579 

3-Year Average of Moody's ANPL ($000) $111,556 $133,524 $99,566 $65,795 $16,360 

Net Direct Debt / Full Value (%) 0.7% 0.6% 0.4% 0.3% 0.6%

Net Direct Debt / Operating Revenues (x) 0.3x 0.3x 0.2x 0.1x 0.3x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 2.4% 2.7% 1.9% 1.3% 0.3%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 1.1x 1.3x 0.9x 0.5x 0.1x

Sources: US Census Bureau, Moody's Investors Service, Hamblen County, TN audited financial statements

Profile
Hamblen County is located in the northeastern portion of Tennessee (Aaa stable), within proximity to Knoxville (Aa1 stable) and the
Tri-Cities areas. The county’s population as of the 2019 American Community Survey was approximately 64,000.

Detailed credit considerations
Economy and tax base: growing, highlight concentrated tax base
Hamblen County's tax base will remain stable over the next several years given ongoing economic development. Located in
northeastern Tennessee, the county is an important regional center that is home to major manufacturing and health care entities. Full
valuation, as of fiscal 2020, was $5.8 billion and over the last five years, has grown at a solid compound annual rate of 4.0%. Taxpayer
concentration is significant, with the top ten taxpayers accounting for 36.4% of assessed valuation. That said, management reports
that all top taxpayers are stable or expanding and has furthermore noted several notable new developments. Van Hool NV (Belgian bus
manufacturer) is currently constructing a 500,000 square foot manufacturing plant and approximately 1,000 new single family homes
are expected to be completed in the next three years.

As of the 2019 American Community Survey, the county's population stood at 64,132 and for the most part, has seen steady, modest
growth in recent years. Resident income levels are below-average with median family income at 82.4% and 70.6% of state and
national medians, respectively. Full value per capita on the other hand, is solid at $89,973, which reflects the presence of substantial
commercial and manufacturing operations within the county.

Financial operations and reserves: satisfactory financial position with improving reserve levels
The county's financial position will remain satisfactory over the near term given sufficient reserve and cash levels and conservative
budgeting practices. The county's reserve levels have steadily improved over the last three years following a draw down resulting from
pay-go capital spending. Fiscal 2020 ended with total operating fund (general, debt service, solid waste/sanitation, general purpose

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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school fund and highway/public works funds) reserves of $27.2 million, which represents 22.7% of operating revenue was an increase
of $3.3 million over the prior year. Management notes that revenues were not notably impacted by the coronavirus pandemic while
operational savings were realized due to shutdowns. Additionally, the county received approximately $1.0 million in CARES funding.

For fiscal 2021 the county's adopted budget was balanced and although audited financial statements are not yet available,
management reports an operating surplus of approximately $2.8 million. Like the prior fiscal year, this was due primarily to savings
associated with coronavirus closures as well as revenues coming in stronger than budgeted. For fiscal 2022, the county's adopted
budget includes a draw on reserves, however based on year-to-date operations, an operating surplus of at least $250,000 is
anticipated.

Liquidity
The county's liquidity position is satisfactory and expected remain so for the near term given conservative budgeting practices. At the
end of fiscal 2020, general fund net cash stood at $7.1 million or 33.5% of revenues while operating fund net cash was $27.9 million or
23.6% of revenues.

Debt and pensions: manageable debt burden expected to increase in coming years
Following the issuance of the county's 2021 bonds, net direct debt will stand at $49.3 million, which represents an average 0.9% of full
valuation. The county is currently in the beginning phase of constructing a new justice center which will include a new courthouse as
well as jail and anticipates issuing approximately $75.0 million in additional new debt over the next several years to finance the project.
In fiscal 2020, the county's debt service payments totaled $4.4 million, or 3.7% of operating revenue.

Legal security
Debt service on the Series 2021 bonds is supported by the county’s full faith and credit pledge and ability to levy ad valorem property
taxes without limitation as to rate or amount.

Debt structure
The majority of the county's debt is fixed rate, with one issuance that accounts for 17.3% of total outstanding debt in variable rate
form. This variable rate issuance, however, is fully hedged as it has been synthetically swapped to fixed rate.

Debt-related derivatives
The county's variable rate bond, Series E-4-A comes due in June 2025 and has been synthetically swapped to fixed rate. The bonds are
fully hedged with a swap referencing a $8.6 million notional amount on which the county pays 4.39% fixed and receives 63.4% of 5-
year LIBOR. The swap had a negative fair value of $549,739 to the county based upon the most recent mark-to-market. Other than for
standard termination events, only the county can terminate the swap at their discretion.

Pensions and OPEB
The county participates in the Tennessee Political Subdivisions Pension Plan, a multi-employer defined benefit plan. The county's
adjusted net pension liability (ANPL), based on a 3.51% discount rate, was $18.7 million in fiscal 2020, which represents a manageable
0.16x operating revenues. By comparison, on a GASB reported basis, with a 7.25% discount rate, the county reported its pension
liability to be over-funded by $1.2 million. In fiscal 2020, the county made pension contributions totaling approximately $759,000,
which represented 0.6% of operating revenue. The county's pension contributions have been comfortably above our “tread water”
indicator, the amount required to prevent reported net pension liabilities from growing given the entity's actuarial assumptions.

The county funds other post-employment benefits (OPEB) on a pay-as-you-go basis and in fiscal 2020, payments totaled
approximately $742,000. The county's adjusted net OPEB liability stands at $15.1 million, or 0.13x operating revenues.

Total fixed costs, which include debt service, pension contributions and OPEB expenses, totaled $5.9 million in fiscal 2020, which
represents an affordable 4.9% of operating revenue.

ESG considerations
Environmental
There are no environmental considerations that materially impact the county's credit profile. That said, data from Moody's affiliate Four
Twenty Seven shows that the county has an elevated exposure to heat stress.
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Social
Social considerations factored into the county's rating include its demographic profile, which is characterized by a population that has
experienced steady, modest growth and has below-average income levels. Additionally, the county's poverty rate, at 17.3%, is above-
average.

Governance
The Hamblen County Commission is comprised of fourteen commissioners which are elected to represent each of the fourteen
County Commission Districts. The Commission adopts the overall budget, appropriates funds for the county and sets a tax rate. The
overall stability of the county's reserve levels demonstrates the county's conservative approach to budgeting and management of
expenditures.

Tennessee Counties have an Institutional Framework score of Aaa, which is very high. Institutional Framework scores measure a sector's
legal ability to increase revenues and decrease expenditures. The sector has one or more major revenue sources that are not subject to
any caps. Unpredictable revenue fluctuations tend to be moderate, or between 5-10% annually. Across the sector, fixed and mandated
costs are generally less than 25% of expenditures. Tennessee is a Right to Work state, providing significant expenditure-cutting ability.
Unpredictable expenditure fluctuations tend to be minor, under 5% annually.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching adjustments dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but
rather to provide a standard platform from which to analyze and compare local government credits.

Exhibit 2

Hamblen County, TN
Hamblen (County of) TN

Scorecard Factors and Subfactors Measure Score

Economy/Tax Base (30%) 
[1]

Tax Base Size: Full Value (in 000s) $5,770,175 Aa

Full Value Per Capita $89,973 Aa

Median Family Income (% of US Median) 70.6% Baa

Notching Adjustments:
[2]

Economic Concentration Down

Finances (30%)

Fund Balance as a % of Revenues 22.7% Aa

5-Year Dollar Change in Fund Balance as % of Revenues 2.5% A

Cash Balance as a % of Revenues 23.6% Aa

5-Year Dollar Change in Cash Balance as % of Revenues 4.3% A

Management (20%)

Institutional Framework Aaa Aaa

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x) 1.0x A

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 0.9% Aa

Net Direct Debt / Operating Revenues (x) 0.4x Aa

3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 0.3% Aaa

3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 0.1x Aaa

Notching Adjustments:
[2]

Unusually Strong or Weak Security Features Up

Scorecard-Indicated Outcome Aa2

Assigned Rating Aa3

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.
Sources: US Census Bureau, Moody's Investors Service, Hamblen County audited financial statements and preliminary official statement
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