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The City of Cedar Hill (Aa2), TX's credit profile is supported by a growing, residential tax base
south of Dallas (A1 stable), resident income indices near the national average and stable
operating reserves. Additionally, the profile is supported by material liquidity outside of
the operating fund, namely reserves housed in the opportunity fund that provides further
strength to the city's finances. The rating also incorporates an elevated debt burden that is
above the median for the rating category and an elevated fixed cost burden.
On March 13th, we affirmed the city's Aa2 issuer rating and the Aa2 rating on the city's
outstanding general obligation debt.
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» Favorable location in the DFW metropolitan area that has experienced considerable tax
base growth
» History of stable fund balances consistent with financial policies
» External liquidity outside of operating fund
» Stable and tenured management team with strong long-term planning

Credit challenges
» Mostly residential tax base; low daytime population
» Elevated debt burden with plans for further issuance

Rating outlook
Moody’s does not generally assign outlooks to local governments with this amount of debt
outstanding.

Factors that could lead to an upgrade
» Continued expansion and diversification of the tax base consistent with Aa1 peers
» Material growth in financial reserves
» Significant reduction in the debt burden

Factors that could lead to a downgrade
» Contraction in the tax base
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» Material decline in financial reserves
» Further leveraging of the tax base

Key indicators
Exhibit 1

Cedar Hill (City of) TX
Economy/Tax Base

2014

2015

2016

2017

2018

Total Full Value ($000)

$2,686,392

$2,850,186

$3,017,245

$3,230,561

$3,435,851

46,414

47,089

47,457

48,149

52,659

Full Value Per Capita

$57,879

$60,528

$63,579

$67,095

$65,247

Median Family Income (% of US Median)

120.5%

116.7%

114.2%

109.9%

109.9%

Population

Finances
Operating Revenue ($000)

$37,317

$38,490

$40,690

$40,942

$42,761

Fund Balance ($000)

$9,192

$10,338

$10,219

$9,845

$10,255

Cash Balance ($000)

$9,396

$9,761

$10,423

$9,231

$9,460

Fund Balance as a % of Revenues

24.6%

26.9%

25.1%

24.0%

24.0%

Cash Balance as a % of Revenues

25.2%

25.4%

25.6%

22.5%

22.1%

$146,267

$151,470

$149,684

$73,670

$75,685

$37,543

$42,864

$47,348

$56,180

$60,973

5.4%

5.3%

5.0%

2.3%

2.2%

3.9x

3.9x

3.7x

1.8x

1.8x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%)

1.4%

1.5%

1.6%

1.7%

1.8%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x)

1.0x

1.1x

1.2x

1.4x

1.4x

Debt/Pensions
Net Direct Debt ($000)
3-Year Average of Moody's ANPL ($000)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

Source: Moody's Investors Service; City of Cedar Hill audited financial statements

Profile
The City of Cedar Hill is a political subdivision and municipal corporation of the state of Texas (Aaa stable), located 20 miles south
of Dallas (A1) in both Dallas (Aaa stable) and Ellis (Aa1) Counties. The city is a full-service city that provides its own police and fire
along with water and sewer. The city encompasses 35.5 square miles, approximately 50% developed, with a current population of
approximately 53,689.

Detailed credit considerations
Economy and tax base: rapidly growing residential tax base south of Dallas
The district's tax base growth will likely continue due to ongoing residential construction and the city's proximity to job centers in
Dallas. In fiscal 2020 taxable values grew to approximately $4.1 billion, up 8.7% year over year. Over the past five years assessed
values have grown at an average annual rate of 7.6%. Management is projecting 4%-5% annual growth over the next five years,
conservatively.
The city is primarily a bedroom community with single family residential accounting for approximately 70% of the tax base, growing
from 60% of the tax base in fiscal 2020. Currently, the city has 800 residential units under development; 340 single family residential
houses and 460 multifamily units associated with large mixed use projects that are currently under construction. The city has a strong
retail presence serving the surrounding community which includes big box stores such as Dillard's (Baa3 stable), Dick's Sporting Goods
and a H&M clothing store. Additionally, an Aloft Hotel and convention center which will include 12,000 square feet of meeting space
and 136 hotel rooms is under construction and expected to open in Spring 2021. Outside of the city's strong retail presence, a majority
of the city's commercial enterprises are located in the Cedar Hill Business Park, and includes an API Precision Machinery, Atlas Sign,
Centralized Production and Delta Steel. City officials are aggressively expanding economic development projects that will continue to
grow the tax base. As the city is only 50% developed, the tax base has potential to continue growing at a rapid pace.
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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Resident income indicators are near the national average with the per capita income at 89.1% of the nation and the median family
income at 110% of the nation. Favorably, home prices in the city are at 75.6% of the nation, signifying the affordability of the city.
Unemployment in the city was at 3.5% as of December 2019, near both the state and national rate of 3.3% and 3.4% respectively
during the same period.
Financial operations and reserves: stable operating reserves enhanced by outside liquidity
The city's finances will remain stable due to strong financial policies and management practices. In fiscal 2018, the general fund posted
a $336,000 surplus growing the available general fund balance to $8.8 million representing 25.7% of general fund revenue. The city
has a formal general fund balance policy of holding the general fund balance at a minimum of 25% of annual expenditures, and has
annually met the target. Including both the general fund and the debt service fund, the city's operating fund posted a $424,000 surplus
growing the operating fund balance to 24% of revenue. Although the operating fund balance has shown annual stability, reserves as a
percent of revenue are below those of similarly rated peers nationally. In fiscal 2019, management reports that the general fund posted
a $1.3 million surplus and projects a $500,000 general fund surplus at the close of fiscal 2020.
The city also has material financial resources outside of the operating fund that could be drawn upon if required. Specifically, the city
has $19.3 million in the Joe Pool fund, the remaining funds after the city down obligations relating to the creation of Joe Pool Lake. In
April 2019, the city passed an ordinance restricting $15 million to a permanent fund to produce perpetual earnings and the remainder
to an opportunity fund to be used for one time capital projects related to Joe Pool Lake. Reserves placed in the opportunity fund,
approximately $4.3 million, are more accessible requiring only a majority vote of the city council to access them. The corpus of the
permanent fund is more restricted as would take multiple council meetings, a ¾ vote, and a six month cooling off period from the first
council meeting to draw on it. The has additional liquidity in various other funds, estimated at $2.2 million as of the close of fiscal 2019
(unaudited), that could drawn upon if required.
A majority of the city's operating revenues are derived from property taxes (approximately 56%), and sales taxes (almost 20%). The
city plans to hold the property tax levy steady at $6.97 per $1,000 of AV ($5.24 for M&O and $1.73 for I&S) over the next two years,
well below the $25 maximum. Sales tax collections have been positive with the growth rate averaging 3.2% annually over the past five
years.
LIQUIDITY

Operating liquidity at the close of fiscal 2018 totaled $9.5 million representing 22.1% of operating revenue, which is adequate but less
than the median held by similarly rated cities nationally. The city's operating cash is bolstered by liquidity housed in various other funds
that can be transferred to the operating fund with council approval.
Debt and pensions: elevated debt burden with plans for additional issuance
The city's debt burden will be elevated over next two years with plans for further issuance annually. The city has $109.3 million in
outstanding general obligation limited tax (GOLT) bonds and certificates of obligation (COs), which equates to a 2.7% debt burden
using 2020 valuations. The debt is partially offset by the self-supporting status of the water sewer fund, which pays debt service for the
COs. Net of self-supporting debt, the debt burden is 2.1%, which is still elevated relative to peers.
Over the next two years, the city is planning to issue approximately $25.6 million in additional GOLT bonds and COs to support its
capital plan.
DEBT STRUCTURE

All of the city's debt is fixed rate and amortizes over the long term. Principal amortization is slightly below the median with 69.2%
repaid within 10 years.
DEBT-RELATED DERIVATIVES

The city is not party to any interest rate swaps or other derivative agreements.
PENSIONS AND OPEB

The city's pension liability is manageable. Cedar Hill participates in the Texas Municipal Retirement System (TMRS), an agent multiemployer defined benefit pension plan. The city's fiscal 2019 unfunded pension liability, as reported, was $10.2 million based on a
6.75% discount rate, net of enterprise support. Moody's adjusted net pension liability (ANPL) for the city, under our methodology
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for adjusting reported pension data, was $69.9 million based on a discount rate of 3.6%. The three year average ANPL represents a
moderate 1.4 times operating revenue and 1.8% of full value.
In fiscal 2019 the city's total contribution of $2.9 million, net of self-supporting contributions, was less than the Moody's calculated
“tread water” level of about $3.2 million. The “tread water” indicator measures the annual government contribution required to
prevent the reported net pension liability from growing, under reported assumptions. Ratios comparing government contributions to
the “treadwater” level and “tread water” costs to government revenue shed light on budgetary fixed cost burdens.
The city provides other post employment benefits (OPEB) in the form of life insurance to employees. Contributions into the plan are
made on a pay as you go basis. The Moody's adjusted net OPEB liability was $2 million at the close of fiscal 2019. At 5% of operating
revenue, the liability is a minimal source of balance sheet leverage.
Total fixed costs for the city including debt service, pension contributions and OPEB contributions were $12 million or an elevated 28%
of operating revenue. Failure to realize the assumed rate of return on the state sponsored pension plan could result in higher future
fixed costs.
ESG Considerations
The city faces moderate exposure to physical environmental risk. Given its north Texas location, the city has above average exposure to
tornadoes and flooding. Tornados and floods could cause material damage to infrastructure and property, risks mitigated by the city's
insurance through the Texas Municipal Intergovernmental Risk Pool for damage related to hurricanes, hail storms and flooding, and has
adequate financial reserves to provide short term liquidity in the interim.
Social factors are not material to the rating. The city has a growing population south of Dallas with resident incomes near the national
average and housing prices materially below average, making the city an affordable location for residents.
The city demonstrates good governance by multiyear capital planning and financial planning. The city's management team is also
notably forward-looking and fiscally prudent as evidenced by conservative budgeting, careful expense management and adherence to
fiscal policies.
Texas Cities have an Institutional Framework score of “Aa”, which is strong. The sector's major revenue sources (property taxes and
sales taxes) account for about a third of revenue each and are subject to a cap; the remaining third is derived from other fees and
is not subject to a cap. Property taxes, are subject to a statutory cap of $25 per $1,000 of assessed values, with no more than $15
allocated for debt. Most cities are well under the cap, and on an annual basis can increase their property tax revenue by 8% on existing
property without voter approval. Most cities are at the sales tax cap for operating purposes. Unpredictable revenue fluctuations tend
to be minor, or under 5% annually. Across the sector, fixed and mandated costs are generally fewer than 25% of expenditures and are
primarily debt service expenditures. 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 factors 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
Cedar Hill (City of) TX
Rating Factors

Measure

Score

Economy/Tax Base (30%) [1]
Tax Base Size: Full Value (in 000s)

$4,110,475

Aa

Full Value Per Capita

$77,416

Aa

Median Family Income (% of US Median)

108.9%

Aa

24.0%

Aa

Finances (30%)
Fund Balance as a % of Revenues
5-Year Dollar Change in Fund Balance as % of Revenues
Cash Balance as a % of Revenues
5-Year Dollar Change in Cash Balance as % of Revenues

1.8%

A

22.1%

Aa

0.2%

A

Notching Factors:[2]
Other Analyst Adjustment to Finances Factor: Additional liquidity outside operating fund

Up

Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures

Aa

Aa

1.0x

A

2.7%

A

2.6x

A

1.5%

Aa

1.4x

A

Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)
Notching Factors:[2]
Standardized Adjustments [3]: Unusually strong or weak security features: Secured by statute

Up
Scorecard-Indicated Outcome

Aa2

Assigned Rating

Aa2

[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.
Source: US Census Bureau; Moody's Investors Service
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