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Cedar Hill's credit profile benefits from its growing economy, driven by continued demand
for residential, commercial and industrial property, in a favorable location between the two
cities within the Dallas (A1 stable)/Fort Worth (Aa3 negative) metropolitan area. The city also
has favorable reserve levels, when incorporating available liquidity outside its core operating
funds, demonstrating management's commitment to prudent fiscal practices.
The credit profile is weakened by debt levels that remain above the median for the rating
category, even following repayment of a significant liability associated with its water rights
in Joe Pool Lake. Favorably, the city's pension profile is modest with a strong history of
demonstrated commitment to making pension payments at a rate that should result in the
reduction of the pension liability over time.
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» Favorable location in the Dallas/Fort Worth metropolitan area; assessed valuation growth
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» History of stable financial performance with healthy reserves; available liquidity outside
general fund
» Stable and tenured management team with practices that incorporates forward looking
elements
» Income indicators remain above national levels

Credit challenges
» Debt levels remain above the median for the rating category

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
» Considerable growth in the tax base to a level consistent with Aa1 peers, continued
economic diversification
» Further reduction in debt levels
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Factors that could lead to a downgrade
» Sustained tax base contraction
» Weakened reserve levels
» Significant increases in debt levels absent material assessed valuation growth

Key indicators
Exhibit 1

Cedar Hill (City of) TX

2012

2013

2014

2015

2016

$2,737,279

$2,705,503

$2,686,392

$2,850,186

$2,996,550

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)

44,970

45,505

46,414

47,089

48,973

$60,869

$59,455

$57,879

$60,528

$61,188

123.0%

121.7%

120.5%

116.7%

116.7%
$40,690

Finances
Operating Revenue ($000)

$36,802

$36,988

$37,317

$38,490

Fund Balance ($000)

$9,175

$9,497

$9,192

$10,338

$10,219

Cash Balance ($000)

$9,093

$9,383

$9,396

$9,761

$10,423

Fund Balance as a % of Revenues

24.9%

25.7%

24.6%

26.9%

25.1%

Cash Balance as a % of Revenues

24.7%

25.4%

25.2%

25.4%

25.6%

Debt/Pensions
Net Direct Debt ($000)

$146,775

$145,244

$146,267

$151,470

$149,684

3-Year Average of Moody's ANPL ($000)

N/A

$35,430

$37,543

$42,864

$47,348

Net Direct Debt / Operating Revenues (x)

4.0x

3.9x

3.9x

3.9x

3.7x
5.0%

Net Direct Debt / Full Value (%)

5.4%

5.4%

5.4%

5.3%

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

N/A

1.0x

1.0x

1.1x

1.2x

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

N/A

1.3%

1.4%

1.5%

1.6%

Funds include general and debt service funds
Source: City of Cedar Hill, TX Comprehensive Annual Financial Reports 2012 - 2016, Moody's Investors Service

Profile
The City of Cedar Hill is largely a bedroom community located in Dallas and Ellis counties, on the eastern side of Joe Pool Lake. The
current (2018) population is estimated at 52,659.

Detailed credit considerations
Economy and tax base: growing assessed values reflecting demand in local area
Cedar Hill's tax base will likely continue to grow over the medium term, benefitting from strong demand for the Dallas/Fort Worth
metropolitan area, as the area economy continues to see solid job performance.
The city has developed as a bedroom community (single family residences account for over 60% of the tax base), offering a more
affordable option, located favorably within minutes from the major job centers in the area. The tax base has returned to positive
growth, following a period of contraction reaching $3.5 billion in fiscal 2018. Assessed valuation (AV) growth has increased to
an annual average of 5.2% over the past five years, driven largely by steady residential development. Commercial and industrial
developments also contributed to the growth, and accounted for 19.1%, and 4.8% respectively of the fiscal 2018 valuation. The

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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city projects that values will increase by 5% annually within the next two years driven by a myriad of projects, as well as the Texas
Department of Transportation's expansion of Highway 67, a major thoroughfare that runs through the city.
Income levels within the city surpass national levels at 116.7% per the 2015 American Community Survey. As of October 2017, the
unemployment rate of 3.6% was on par with the state's 3.5%, but lower than the nation's 3.9%.
Financial operations and reserves: stable financial performance benefits from additional liquidity outside the general fund
The city's financial performance will remain stable over the near to medium term, supported by a steady local economy, and prudent
management practices. The practices have maintained reserve levels above the 25% minimum requirement, and have also contributed
to the city's additional liquidity housed outside the general fund.
In fiscal 2016, which ended on September 30, 2016, operations were balanced with the general fund reporting a surplus of $37
thousand. At fiscal year end, the total fund balance was $9.2 million (a healthy 28.9% of general fund revenues), $8.8 million of which
was unassigned. Including the debt service fund, the total operating balance reached $10.6 million (26.1% of operating revenues).
In addition to the core operating funds, the city has historically accumulated reserves in infrastructure funds (largely the street
reconstruction fund), funded with general fund transfers. City officials report that the funds are available and can be transferred back to
the general fund if needed. At fiscal year end 2016, city officials reported a total of $1.9 million, which when added to the general fund,
increases the balance to $11.1 million (35% of general fund revenues).
Unaudited results for fiscal 2017 reflect structurally balanced operations but a $912 thousand transfer out for capital needs, resulted in
a $627 thousand draw on reserves. During the year, the city repaid its Joe Pool Lake debt obligation. The repayment was funded from
accumulated cash that had been set aside over the years. With the retirement of the lake obligation, the city reports an accumulated
excess of $18.6 million, which will likely be committed within the general fund for future lake needs. The fiscal 2018 budget was
balanced. Year to date, city officials anticipate a modest surplus of over $17 thousand.
Majority of the city's operating revenues are derived from property taxes (over 45%), and sales taxes at (almost 25%). The city plans to
hold the property tax levy steady at $6.99 per $1000 of AV ($5.13 for M&O and $1.86 for I&S), well below the $25 maximum. Sales tax
collections have been positive with the growth rate averaging 7.3% annually over the past five years. The city anticipates an almost 4%
increase in fiscal 2018.
LIQUIDITY

In fiscal 2016, general fund cash and investments totaled $9 million (28.3% of general fund revenues). In the operating funds, cash and
investments totaled $10.4 million (25.6%), also at fiscal year end.
Debt and pensions; debt burden remains elevated compared to peers but decreased significantly within the past year
The city's debt profile which is above the median for similarly rated peers, but will likely moderate over time given rapid principal
amortization and a growing tax base, in spite of additional debt issuance plans.
Including the new sale, the city will have $83.7 million in outstanding limited tax obligations. Net of $15 million supported by the
utility system, the direct net debt burden is 2% (6% overall). The debt burden is significantly lower than the 4% reported in fiscal
2016, reflecting the city's repayment of the obligation associated with Joe Pool Lake. Post sale, the city has $53.3 million in authorized
unissued debt. The capital plan calls for a total of $68.1 million in needs over the next five years and the city anticipates $53.1 million
will be supported with debt.
DEBT STRUCTURE

All of the city's debt is fixed rate. Principal amortization is in line with the median with 83.6% repaid within 10 years.
DEBT-RELATED DERIVATIVES

The city is not a party to any derivative agreements.
PENSIONS AND OPEB

The city has a manageable employee pension burden based on unfunded liabilities for its share of the Texas Municipal Retirement
System (TMRS), an agent multiple-employer plan administered by the state. Moody's three year average adjusted net pension liability
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(ANPL) for the city (fiscal 2014 - 2016), under our methodology for adjusting reported pension data, was $47.3 million, or 1.2 times
operating revenues (1.6% of full value) in fiscal 2016.
Moody's ANPL reflects certain adjustments we make to improve comparability of reported pension liabilities. The adjustments are not
intended to replace the city's reported liability information, but to improve comparability with other rated entities.
For the year ended September 30, 2016, the city recognized total pension expense of $2.5 million, which equalled the actuarial
determined contribution rate. The city's fiscal 2016 contribution rate was above the Moody's calculated “tread water” level of $2.3
million. The “tread water” indicator measures the annual government contribution required to prevent the reported net pension
liability from growing, under reported assumptions. Contributions above this level cover all net pension liability interest plus pay down
some principal; this is stronger from a credit perspective compared to contributions below this level. Ratios comparing government
contributions to the “tread water” level and “tread water” costs to government revenues shed light on budgetary fixed cost burdens.
The city offers other post employment benefits (OPEB) in form of a supplemental death benefit, through TMRS. The city may
terminate coverage under the plan, and discontinue participation by adopting an ordinance before November 1 of any year to be
effective the following January 1. The city contributed $31,181 in fiscal 2016.
The city's fixed costs (pension, OPEB contributions and annual debt service) was $9 million, a relatively high 28% of the total operating
revenues.
Management and governance: high institutional framework score
Texas Cities have an Institutional Framework score of Aa, which is high compared to the nation. Institutional Framework scores
measure a sector's legal ability to increase revenues and decrease expenditures. Property taxes, one of the sector's major revenue
sources are subject to a cap, which cannot be overriden. However, the cap of $25 per $1,000 of assessed values with no more than $15
allocated for debt,still allows for significant revenue-raising ability. Unpredictable revenue fluctuations tend to be minor, or under 5%
annually. Across the sector, fixed and mandated costs are generally greater than 25% of expenditures. Texas is a Right to Work state,
providing significant expenditure-cutting ability. Unpredictable expenditure fluctuations tend to be minor, under 5% annually.
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, supported by fiscal policies and targets.
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