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New Issue Details

Sale Information: $16,740,000 Unlimited Tax Road Bonds, Series 2012, via negotiated sale
the week of Jan. 9.

Security: Unlimited ad valorem tax pledge levied against all taxable property within the county.
Purpose: To fund various road projects and pay related costs of issuance.

Final Maturity: Feb. 1, 2032.

Key Rating Drivers

Strong Financial Position: Rockwall County maintains a strong financial profile as evidenced
by very large reserve levels and high liquidity. A degree of financial flexibility is provided by the
county’s relatively low direct tax rates in its various tax levies.

Favorable Location and Socioeconomic Indicators: The county’s proximity to the Dallas-
Fort Worth metroplex and location along Lake Ray Hubbard has fueled the county’s rapid
population growth. Income and wealth levels are well above MSA, state, and national averages.

Flat but Stable Tax Base: The county’s tax base is generally stable and fairly diverse. Growth
has flattened over the past three fiscal years due largely to weak economic conditions as
compared to the sizable annual gains realized in fiscal years 2007-2009. However, Fitch
Ratings believes that the county’s long-term growth prospects remain favorable.

High Overall Debt: Overall debt levels are high, and Fitch anticipates they will remain elevated
as the county proceeds with its large bonded road projects over the next several years. In
addition, overlapping issuers will face further capital pressures from the ongoing population
growth expected.
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Rating History

Outlook/

Rating  Action Watch Date
AA Affrmed  Stable 114112
AA Affirmed  Stable 5/4/10
AA Revised” Stable 4/30/10
AA- Assigned Stable 6/4/09
“Reflects recalibration.

Related Criteria

Tax-Supported Rating Criteria,

Aug. 15, 2011

U.S. Local Government Tax-Supported
Rating Criteria, Aug. 15, 2011

Credit Profile

Finances

Fitch considers the county’s financial profile to be very strong. Financial performance is
generally positive, characterized by general fund surpluses and increasing reserves in recent
years. Essentially breakeven general fund results were posted in fiscal 2010 that maintained a
very large $20.9 million unreserved general fund balance, or approximately 85% of spending.
Liquidity in fiscal 2010 also remained strong at $21.3 million in cash/investments that equaled
over 10 months of general operational spending.

General Fund Financial Summary
($000, Audited Fiscal Years Ended Sept. 30)

2006 2007 2008 2009 2010

Revenues 20,499 21,301 23,742 24,448 24,363
Expenditures 17,529 19,230 23,969 21,692 23,996
Operating Surplus/(Deficit) 2,970 2,071 (227) 2,756 367
Transfers In 0 0 42 0 0
Other Sources 951 2,400 2,008 23 96
Transfers Out (1,172) (353) (151) (1,611) (591)
Net Surplus/(Deficit) 2,750 4,118 1,672 1,168 (128)
Total Fund Balance 13,837 18,514 19,827 20,995 20,867
As % of Expenditures, Transfers Out, and Other Uses 74.0 94.5 82.2 90.1 84.9
Unreserved Fund Balance 13,296 18,514 19,827 20,995 20,867
As % of Expenditures, Transfers Out, and Other Uses 711 94.5 82.2 90.1 84.9
Unreserved, Undesignated Fund Balance 13,296 17,413 19,827 20,995 20,867
As % of Expenditures, Transfers Out, and Other Uses 711 88.9 82.2 90.1 84.9

Note: Numbers many not add due to rounding.

Unaudited fiscal 2011 results point to another operating surplus. However, due to the
$2.4 million in planned pay-as-you-go capital spending, the county expects an $800,000 draw
on reserve. The resulting cushion still totals a very large $20.0 million, or 78% of spending, by
year end, still well above the county’s formal reserve policy that requires a minimum of four
months.

The adopted $23.8 million fiscal 2012 budget is balanced on an operational basis. However,
another round of higher than usual pay-as-you-go capital spending, primarily for completion of
the new courthouse, is conservatively budgeted to draw down reserves to $14.3 million, or
47% of spending. As is typical of most fiscal years, management expects actual spending to be
less than budgeted, resulting in stronger year-end performance, which Fitch believes is likely.

Comparable to other Texas counties, Rockwall County is responsible for limited services,
including roads, bridges, civil and criminal courts, law enforcement, and indigent medical care.
Roughly 80% of general operating revenues come from property taxes and the county
continues to maintain a relatively low tax rate at nearly $0.39 per $100 taxable assessed value
as of fiscal 2012.

Tax Base and Economy

Rockwall County is 25 miles northeast of Dallas, Texas along Lake Ray Hubbard, bisected by
I-30. Geographically the smallest in the state, the county includes the towns/cities of Rockwall,

Rockwall County,
January 6, 2012

Texas


http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=648898
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=648898
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=648842
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=648842

4
- FitchRatings

Fate, Heath, and McLendon-Chisholm Property Value Trends
and the eastern portion of Rowlett. At ($000, Fiscal Year Ending Sept. 30)

76% as of September 2011, county

unemployment levels remain comparable Year Taxable Assessed Valuation Change (%)
L 2006 4,894,044 9.3

to historical trends that are generally
) 2007 5,646,745 15.4
below metropolitan, state, and U.S .. 6,261,535 10.9
levels. Income and wealth levels as 2qg9 6,736,418 76
measured by per capita and median 2010 6,909,734 2.6
household income are well above 2011 6,901,863 -0.1
2012 6,919,172 0.3

average.

Currently estimated at about 97,000,

population in Rockwall County grew rapidly over the past decade at an annual average of 7%.
Recreational facilities and commuting accessibility to the Dallas metropolitan area spurred
increased tourist trade and residential development in the county that led to sizable annual
gains averaging 11% in the primarily residential tax base during fiscal years 2007-2009.

More recently, tax base gains have flattened, although the county’s tax base remains stable.
Market value has hovered at $7.5 billion over the past three fiscal years (2010-2012) due
largely to overall weak economic conditions. Taxpayer concentration is minimal. Prospects for
renewed growth (albeit at a slower pace) remain positive given the ongoing expansion of
various transportation corridors in the county that will provide added access to the Dallas-Fort
Worth metroplex.

Debt

Overall debt levels are high at L.

approximately $7,250 on a per capita Eo?obt Statistics

basis and 9.3% of market value, (5000)

reflective of the area’s rapid growth. i issue 16,740

On a direct basis, the county’s debt outstanding debt 56,500

levels remain low at 1% of market DirectDebt 73,240

value and about $750 per capita. Overlapping Debt 631,855
L. . . . Total Overall Debt 705,095

Principal amortization is below

average at 44.5% retired in 10 years. o+ potios

Fitch anticipates overall debt levels pirect Debt Per Capita® 753

will remain elevated as use of the As%of MV 1.0

remaining $87.0 million authorized in Overall Debt Per Capita® 7,250

As % of MV® 9.3

road bonds is planned over the next
several years once Texas Department
of Transportation funding becomes
available. Another issuance of road bonds in the amount of $25.8 million is currently planned
for late 2012.

®Population: 97,249 (estimated 2012). °Market value (MV): $7,587,925
(2012). Note: Numbers may not add due to rounding.

Near-term capital needs are otherwise relatively modest, given recent completion of the new
county courthouse. County officials anticipate the next large capital project necessary within
roughly five years will be expansion of the existing jail facility. Historically, voter support has
been mixed for the county’s general obligation propositions (while voters have approved road
bond authorizations, the ballot proposition for the county courthouse was turned down twice by
voters), which may pose an additional challenge when county officials next seek bonding
authority.
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The county participates in the Texas County and District Retirement System. The county's
funded ratio in this statewide agent multi-employer plan was strong at 99.86% as of Dec. 31,
2009 and better than most participants due to management’s proactive measures to boost its
funded position with additional lump sum contributions in prior fiscal years. Pension funding
that exceeded the annual required contribution comprised a sizeable 10.5% of fiscal 2010
spending; the unfunded actuarial accrued liability was a low 1% of covered payroll.

The ratings above were solicited by, or on behalf of, the issuer, and therefore, Fitch has been
compensated for the provision of the ratings.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM
THE CODE OF CONDUCT SECTION OF THIS SITE.
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