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Texas' $20.9MM Series 
2020 GO Bonds 'AAA'; 
Outlook Stable
Thu 30 Apr, 2020 - 4:44 PM ET

Fitch Ratings - Austin - 30 Apr 2020: Fitch Ratings has assigned an 'AAA' rating to the 

following Carrollton, Texas general obligation bonds:

--$20.94 million general obligation (GO) bonds, series 2020.

The bonds are expected to price via negotiation on May 12. Proceeds will be used to 

fund various citywide street, traffic, parks, and public safety capital improvements and 

pay issuance costs.

In addition, Fitch has affirmed the 'AAA' on the city's Issuer Default Rating (IDR) and 

approximately $174 million in outstanding GO bonds.

The Rating Outlook is Stable.

SECURITY
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The bonds are payable from a limited ad valorem tax pledge capped at $2.50 per $100 

taxable assessed valuation (TAV), levied against all property within the city.

ANALYTICAL CONCLUSION

The 'AAA' IDR and limited tax GO bond rating reflect the city's high level of 

demonstrated and anticipated operating financial resilience through the current 

economic downturn. The rating also incorporates the city's ample expenditure flexibility, 

solid revenue growth prospects, low long-term liability burden, and high revenue-raising 

ability. Over the longer-term, further population growth and a resurgence of economic 

expansion appears likely given the city's fundamental economic strengths.

ECONOMIC RESOURCE BASE

Carrollton is one of Dallas' "inner-ring" cities, located in and along major highway and 

rail corridors, and it is expected to reach build-out over the intermediate term. The city's 

employment base is diverse, and residents (estimated at about 137,000 in 2018) also 

benefit from easy access to the larger Dallas-Fort Worth MSA employment base. The 

city's socio-economic profile is strong--the labor force exhibits educational attainment 

and income levels above state and U.S averages. Recent downward pressure on the 

city's economy largely reflects the effect of mandatory, statewide closures of non-

essential services and activities in response to the coronavirus pandemic.

KEY RATING DRIVERS

Revenue Framework: 'aaa'

Fitch expects further economic expansion to produce continued solid growth in the 

city's operating revenues that exceeds inflation. This assumption is based on recent 

population and economic trends, and incorporates the economically sensitive nature of 

sales taxes. Carrollton's independent legal ability to raise property tax revenues, fees, 

charges for services and other locally controlled revenues provide ample flexibility.
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Expenditure Framework: 'aa'

Substantial expenditure flexibility is derived from strong workforce-related spending 

control, discretionary annual pay-go capital spending, and moderate fixed carrying costs 

that incorporate a rapid pace of principal amortization. Growth in spending is likely to 

remain in line with revenue gains.

Long-Term Liability Burden: 'aaa'

The city's liability burden is modest and driven primarily by overlapping debt. The rapid 

debt amortization rate should accommodate planned future borrowings.

Operating Performance: 'aaa'

The city's demonstrated willingness and ability to adjust spending when necessary has 

preserved a strong and stable reserve cushion, leaving the city well positioned to 

maintain the highest level of financial resilience despite the sharper impact of U.S. GDP 

decline on city revenues assumed in Fitch's current FAST model.

RATING SENSITIVITIES

Factors that could, individually or collectively, lead to positive rating action/upgrade:

--Non-applicable;

Factors that could, individually or collectively, lead to negative rating action/downgrade:

--Severe economic deterioration that exceeds what is addressed in Fitch's current FAST 

model;

--Material deterioration of the city's solid revenue growth prospects;

Page 3 of 12Fitch Rates Carrollton, Texas' $20.9MM Series 2020 GO Bonds 'AAA'; Outlook Stable

05/01/2020https://www.fitchratings.com/research/us-public-finance/fitch-rates-carrollton-texas-20-9mm-series-202...



--Although unlikely in the medium term, a sustained decline in the city's unrestricted 

general fund reserve cushion to notably lower levels, resulting in a weaker financial 

resilience assessment.

BEST/WORST CASE RATING SCENARIO

International scale credit ratings of Public Finance issuers have a best-case rating 

upgrade scenario (defined as the 99th percentile of rating transitions, measured in a 

positive direction) of three notches over a three-year rating horizon; and a worst-case 

rating downgrade scenario (defined as the 99th percentile of rating transitions, 

measured in a negative direction) of three notches over three years. The complete span 

of best- and worst-case scenario credit ratings for all rating categories ranges from 

'AAA' to 'D'. Best- and worst-case scenario credit ratings are based on historical 

performance. For more information about the methodology used to determine sector-

specific best- and worst-case scenario credit ratings, visit 

https://www.fitchratings.com/site/re/10111579.

CURRENT DEVELOPMENTS

Sectorwide Coronavirus Implications

The recent outbreak of coronavirus and related government containment measures 

worldwide creates an uncertain global environment for U.S. state and local governments 

and related entities in the near term. While Carrollton's most recently available fiscal 

and economic data may not fully reflect impairment, material changes in revenues and 

expenditures are occurring across the country and likely to worsen in the coming weeks 

and months as economic activity suffers and public health spending increases. Fitch's 

ratings are forward-looking in nature, and Fitch will monitor developments in state and 

local governments as a result of the virus outbreak as it relates to severity and duration, 

and incorporate revised expectations for future performance and assessment of key 

risks.

As is the case with other cities, Carrollton has experienced the effects from the spread of 

the coronavirus. The governor declared a state of disaster for all counties in Texas due 

to the coronavirus on March 13, 2020. Subsequently, the governor's executive order, 

effective March 31 through April 30, directed all Texans to stay at home unless 
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participating in essential services or activities. Large meetings and sporting events were 

cancelled; elective and/or non-critical hospital surgeries were postponed; essential 

businesses remain closed or are operating with a remote workforce, and all area K-12 

school districts switched to remote learning.

Most recently, the governor announced plans for the initial re-opening of some 

businesses as of May 1, including retail stores, museums and libraries, restaurants, 

movie theaters and malls, but with limited operations to only 25% capacity. A second 

phase of re-openings that would allow businesses to expand their occupancy to 50% 

could come as soon as May 18, but this remains conditional based on the still evolving 

nature of the pandemic in Texas.

CREDIT PROFILE

The city's tax base is largely residential; a mix of large multi-family properties and 

technology firms comprise the bulk of the city's ten largest taxpayers. A strong 9% TAV 

gain to nearly $16 billion in fiscal 2020 reflects continued expansion in the city's diverse 

taxable resource base, driven by a variety of commercial, industrial and retail 

investments as well as tax base appreciation. Notably in 2019, the pharmaceuticals 

giant, AmerisourceBergen, opened an expanded $75 million campus that will initially 

consolidate the company's North Texas workforce. The company has about 1,300 

employees at the Carrollton location with plans for further expansion over the next few 

years.

In light of current and potentially sustained downward economic pressure, Fitch expects 

the city may realize some TAV loss in fiscal 2022 (valuation at Jan. 1, 2021), most likely 

in commercial/retail properties. Fitch also anticipates the steep declines in oil/gas values 

and presently reduced consumption may result in some associated local employment 

loss at Halliburton Energy Services, one of the city's top taxpayers and employers.

However, in the intermediate term, additional tax base, population, and economic 

growth appears likely given the residential development (largely multi-family), new and 

existing industrial expansions, and further transit-oriented, mixed-use projects 

occurring and planned. City management reports ongoing progress towards completing 

key transit-oriented, mixed-use projects in and around the city's downtown and three 

Dallas Area Rapid Transit (DART) light-rail stations. The addition of DART's extensive 

northern commuter Cotton Belt rail line, scheduled for completion in 2022, is 

anticipated to include the DART Silver Line through Carrollton and expand the system's 

Page 5 of 12Fitch Rates Carrollton, Texas' $20.9MM Series 2020 GO Bonds 'AAA'; Outlook Stable

05/01/2020https://www.fitchratings.com/research/us-public-finance/fitch-rates-carrollton-texas-20-9mm-series-202...



east-west corridor; this extension should provide further economic opportunities as 

well.

REVENUE FRAMEWORK

Property and sales taxes provide the bulk of general operating revenues (about 76% in 

fiscal 2019). Totaling nearly $40 million, fiscal 2019 sales taxes held relatively flat yoy. 

Business-to-business sales in the city's base of warehouses and business parks largely 

drives this revenue stream. Downward recessionary volatility in sales taxes was 

relatively moderate in the last downturn; implementation of an internal sales tax funding 

cap for general operations limits cyclical risk related to this revenue source.

Carrollton's 10-year compound average growth rate of general fund revenues through 

fiscal 2019 was 4.5%, slightly outpacing U.S. GDP. Management's ongoing focus on 

maintaining a competitive business environment in the city has been a key factor in 

maintaining a flat-to-declining total property tax rate over the last 10 fiscal years. 

Tempered by the city's mature nature, Fitch expects that despite the potential for near-

term decline in general fund revenues, future gains in the city's population, tax base, and 

economic activity will continue to yield solid revenue gains that exceed the rate of 

inflation.

At a total property tax rate of approximately $0.59 in fiscal 2020, ample taxing margin 

remains under the $2.50 per $100 TAV cap for operations and limited tax debt service. 

However, the recently enacted Texas Senate Bill 2 (SB2) made a number of changes to 

local governments' property tax rate setting process. SB2 has diminished the city's 

independent legal ability to raise its operating tax levy. Similar to most other local taxing 

units in the state, the city is currently subject to a rollback tax rate (now the 'voter 

approval tax rate') levy increase of 3.5% as of fiscal 2021. A ratification election that 

replaces the current petition process is required if the voter approval tax rate is 

exceeded.

However, SB2 retains some flexibility for local governments in the event of an applicable 

emergency/disaster declaration by the governor. Up to an 8% operating tax rate levy 

increase is then permitted in the two fiscal years following that declaration.
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In general, annual tax rate increases are also guided by the city's measured, informal tax 

rate policy to maintain proportionality and utilize no more than 40% of the total tax rate 

to service debt obligations; the fiscal 2020 tax rate reflects a lower 26% directed 

towards debt service. A portion of the operating tax rate (nearly $0.08 per $100 TAV in 

fiscal 2020) funds key capital projects and neighborhood infrastructure improvements 

annually.

The tax rate limitation in SB2 excludes new additions to tax rolls and allows for banking 

of unused margin for up to three years. Carrollton's remaining control over property 

taxes as well as other local revenues such as fines, fees and charges for services is still 

sufficient to generate high revenue-raising flexibility relative to Fitch's assessment of 

expected modest revenue volatility in a typical downturn.

EXPENDITURE FRAMEWORK

Similar to many other local governments, public safety is the city's largest spending 

responsibility at about 51% of fiscal 2019 general fund expenditures and transfers out.

Fitch believes future spending growth on average should remain in line with annual 

revenue gains due to manageable service demands in this mature city, underpinned by a 

history of moderate, steady investments in personnel and capital not projected to 

require significant catch-up.

The city maintains strong control over its workforce-related spending, with the ability to 

adjust employee headcount and compensation given the lack of organized employee 

bargaining units. Moderate fixed carrying costs for debt service, pension, and OPEB 

(about 18% in fiscal 2019) incorporate the city's rapid pace of principal amortization of 

approximately 77% in 10 years, including this issuance. Expenditure flexibility is aided 

by the city's practice to annually transfer to a capital reserve fund sales tax receipts in 

excess of budget (almost $11 million in fiscal 2019) and a portion of property tax 

revenues, dedicated for capital purposes. These amounts totaled about $17 million or 
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14% of fiscal 2019 general fund spending and transfers out, and could be reduced, 

deferred, or eliminated if necessary.

LONG-TERM LIABILITY BURDEN

The long-term liability burden is low at an estimated 7.4% of 2018 resident personal 

income. Much of the liability burden (about 60%) consists of overlapping debt. Fitch 

expects the city's rapid pace of debt repayment should offset future planned borrowings 

and regional growth in liabilities is likely to be accompanied with growth in population 

and personal income. As a result, Fitch believes the city's long-term liability burden will 

remain in line with the 'aaa' assessment, including future debt plans and pension trends.

The city's direct, tax-supported debt consists solely of voter-approved, limited tax GO 

bonds. The city tempers its use of GO bond authority in conjunction with TAV 

performance to control its tax rate. In line with these conservative debt management 

practices, the city plans to utilize its remaining, nearly $61 million GO bond 

authorization through fiscal 2023 to fund the city's capital needs for street/traffic 

improvements, park/recreation and public safety facilities.

City employees participate in the Texas Municipal Retirement System (TMRS), a 

statewide, agent multiple-employer defined benefit plan. The city has reduced its 

pension liability with annual contributions moderately in excess of actuarial 

requirements. Under GASB 67 and 68, the city reported a fiscal 2018 net pension 

liability (NPL) of roughly $42 million, with fiduciary assets covering nearly 90% of total 

pension liabilities based on the plan's 6.75% investment return assumption.

Adjusting for Fitch's lower standard 6% investment return assumption, the aggregate 

NPL for the city's plan totaled about $85 million, with fiduciary assets covering about 

82% of total estimated pension liabilities. The adjusted NPL represents less than 1% of 

2018 resident personal income.

OPERATING PERFORMANCE
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Fitch believes the city of Carrollton maintains the highest capacity to reasonably absorb 

financial pressure resulting from the recent coronavirus pandemic and resulting 

economic downturn without impairing its strong financial resilience. The city retains 

various budgetary tools at its disposal, which include revenue-raising authority, a 

historically strong reserve cushion, and solid ability to adjust expenditures. Moreover, 

the city has a strong liquidity position ($80 million or almost nine months cash on hand 

of fiscal 2020's general operating expenses according to city management), which 

further supports Fitch's resilience assessment. Given the city's historically strong and 

stable fiscal position, Fitch expects the city will continue to prudently manage its 

liquidity and costs in order to maintain a financial cushion consistent with the current 

rating.

Management's prudent and proactive budget practices reinforce the city's commitment 

to maintain and improve its fiscal and capital position, as reflected in sizeable pay-go 

capital investment through the economic cycle and annual pension funding consistently 

in excess of actuarial requirements.

Carrollton typically achieves operating results that outperform budget. General fund 

results in recent fiscal years include increased levels of transfers out that are largely due 

to continued growth in annual sales and property tax revenues; a portion of these 

monies are ultimately used to fund pay-go capital spending. The fiscal 2019 unrestricted 

general fund reserve level of approximately $31 million or roughly 25% of spending 

remained well above the city's target of maintaining 60 days of budgeted spending in 

reserves. When those balances significantly exceed the 60-day target, the excess is 

typically transferred to capital project funds to fund pay-as-you-go capital expenditures.

For fiscal 2020, the general operating budget was adopted at roughly $109 million. To 

date, management reports a relatively modest amount of added pandemic-related 

spending, and also anticipates a more moderate 12% decline ($4.5 million) in actual sales 

taxes as compared to budget ($38 million in total general fund sales taxes) through the 

remainder of fiscal 2020 (April through September). The impact is partially mitigated by 

strong pre-pandemic sales tax revenue growth of 7% through March 2020 (compared to 

the prior year; sales through January). Fitch also recognizes the city's reduced 

operational reliance on sales taxes--due to management's internal cap-- provides an 

important buffer against further revenue decline.
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In response to the year's projected revenue losses, management is requesting 

departments to submit permanent recurring budget reduction and temporary (two-

year) budget reduction options, in addition to modest levels of pay-go deferral. The city 

expects to revise its budget and forecasts over the next few months, building on some 

clarity derived from May 2020 sales taxes receipts. However, management reports the 

city does not expect to significantly defer its broader pay-go capital spending plans and 

strategic, non-recurring investments.

CRITERIA VARIATION

None

In addition to the sources of information identified in Fitch's applicable criteria specified 

below, this action was informed by information from Lumesis.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF 
RATING

The principal sources of information used in the analysis are described in the Applicable 

Criteria.

ESG CONSIDERATIONS

The highest level of ESG credit relevance, if present, is a score of 3. This means ESG 

issues are credit-neutral or have only a minimal credit impact on the entity(ies), either 

due to their nature or to the way in which they are being managed by the entity(ies). For 

more information on Fitch's ESG Relevance Scores, visit www.fitchratings.com/esg.

RATING ACTIONS

ENTITY/DEBT RATING P

Carrollton (TX) 

[General 

Government]

LT 

IDR

AAA  Affirmed A

LT AAA  Affirmed A•
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VIEW ADDITIONAL RATING DETAILS

Additional information is available on www.fitchratings.com

APPLICABLE CRITERIA

APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to 

criteria providing description of model(s).

FAST States & Locals - Fitch Analytical Stress Test Model, v2.4.0 (1)

ADDITIONAL DISCLOSURES

Dodd-Frank Rating Information Disclosure Form

Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

DISCLAIMER

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND 

DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY 

FOLLOWING THIS LINK: 

HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN 

ADDITION, THE FOLLOWING 

ENTITY/DEBT RATING P

Carrollton 

(TX) /General 

Obligation - 

Limited  

Tax/1 LT

U.S. Public Finance Tax-Supported Rating Criteria (pub. 27 Mar 2020) (including rating 

assumption sensitivity)

Carrollton (TX) EU Endorsed 
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READ MORE

COPYRIGHT

Copyright © 2020 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 

Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: 

(212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except 

by permission. All rights reserved. In issuing and maintaining its ratings and in making 

other reports (in

READ MORE

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained at the request of the rated 

entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY

Fitch's approach to ratings endorsement so that ratings produced outside the EU may be 

used by regulated entities within the EU for regulatory purposes, pursuant to the terms 

of the EU Regulation with respect to credit rating agencies, can be found on the EU 

Regulatory Disclosures page. The endorsement status of all International ratings is 

provided within the entity summary page for each rated entity and in the transaction 

detail pages for all structured finance transactions on the Fitch website. These 

disclosures are updated on a daily basis.

US Public Finance Infrastructure and Project Finance North America United States
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