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The City of Frisco's, TX (Aaa stable) credit profile is supported by a large and growing tax
base sustained by high demand for the desirable north Dallas area. The city also benefits
from above average wealth and income indices, a by-product of access to high paying jobs
in nearby major employment centers. The city's financial position is strong (see Exhibit 1)
and will remain favorable as budgeting practices are conservative and guided by a prudent
management team. The city also continues to maintain a property tax rate that is well below
the statutory maximum, reflecting high financial flexibility. The city's pension liability is low
and manageable. The credit profile is constrained by a high demand for services reflected in
an elevated but manageable debt profile that will likely be sustained over the next three to
five years because of infrastructure needs.
We regard the coronavirus outbreak as a social risk under our ESG framework, given the
substantial implications for public health and safety. We do not see any material immediate
credit risks for City of Frisco given its healthy financial position and proven management of
expenditures to offset declines in revenue, led by sophisticated fiscal management. However,
the situation surrounding Coronavirus is rapidly evolving and the longer term impact will
depend on both the severity and duration of the crisis. If our view of the credit quality of City
of Frisco changes, we will update our opinion at that time.
Exhibit 1

Operating cash and fund balances consistently exceed 35% over the past five years
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Credit strengths
» Large tax base complemented by strong resident income and wealth levels
» Favorable location in the growing north Dallas area enjoying commercial and residential development
» Access to major job centers in nearby Plano, Richardson, and Dallas
» Strong fiscal management guided by formal financial policies and healthy financial metrics
» Property tax revenue raising flexibility with significant margins under the statutory cap

Credit challenges
» Elevated debt burdens with plans for additional near term borrowing
» Significant reliance on economically sensitive revenues

Rating outlook
The stable outlook reflects the city’s large tax base which is expected to remain stable over the medium term from new residential and
commercial development, and a strong financial position that will remain stable supported by a proactive management team through
prudent budgetary practice, despite a reliance on economically sensitive revenues.

Factors that could lead to an upgrade
» Not applicable

Factors that could lead to a downgrade
» Materially increase in debt burden absent corresponding tax base growth
» Significant deterioration of available reserves
» Considerable tax base decline

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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Key indicators
Exhibit 2
Frisco (City of) TX

2015

2016

2017

2018

2019

$18,092,532

$20,891,502

$24,283,388

$26,532,840

$29,351,319

Economy/Tax Base
Total Full Value ($000)
Population

137,797

145,646

155,363

165,700

165,700

$131,298

$143,440

$156,301

$160,126

$177,135

189.1%

192.6%

191.2%

194.8%

194.8%

$176,710

$189,843

$212,716

$225,338

$240,320

Fund Balance ($000)

$64,652

$73,952

$78,906

$85,860

$97,582

Cash Balance ($000)

$66,439

$75,301

$80,816

$89,679

$99,423

Fund Balance as a % of Revenues

36.6%

39.0%

37.1%

38.1%

40.6%

Cash Balance as a % of Revenues

37.6%

39.7%

38.0%

39.8%

41.4%

$685,370

$614,760

$621,650

$632,890

$702,205

$99,273

$111,332

$132,592

$149,121

$176,291

3.8%

2.9%

2.6%

2.4%

2.4%

Full Value Per Capita
Median Family Income (% of US Median)
Finances
Operating Revenue ($000)

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)

3.9x

3.2x

2.9x

2.8x

2.9x

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

0.5%

0.5%

0.5%

0.6%

0.6%

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

0.6x

0.6x

0.6x

0.7x

0.7x

Source: City of Frisco, TX Comprehensive Annual Financial Reports FY 2015 - 2019, Moody's Investors Service

Profile
The City of Frisco is largely a bedroom community located 25 miles north of Dallas (A1 stable) in west central Collin County (Aaa
stable) and east central Denton County (Aaa stable). The local economy benefits from its proximity to major employment centers in
Richardson (Aaa stable), Plano (Aaa stable) and Dallas. The city estimates its population is 200,361 as of 2020.

Detailed credit considerations
Economy and tax base: large and affluent tax base in favorable north Dallas area continues to enjoy strong growth
The coronavirus is driving an unprecedented economic slowdown. We currently forecast US GDP to decline significantly during 2020
with a gradual recovery commencing toward the end of the year. Local governments with the highest exposure to tourism, hospitality,
healthcare, retail, and oil and gas could suffer particularly severe impacts. However, the exposure to City of Frisco is limited given its
desirability and proximity to major employment centers in the Dallas-Fort Worth metropolitan area, as well as its strong financial
position that will remain stable.
The city's large tax base will continue to grow within the next three to five years supported by high residential and commercial
demand in large part due to its proximity to major employment centers with high paying jobs in Plano, Richardson, and Dallas.
The 2018 American Community Survey estimate has the city's population up 41.6% to 165,700 but the city estimates a 2020
population of 200,361, a 71.3% increase since 2010. The labor market is recovering from the coronavirus pandemic, with a preliminary
unemployment rate of 6.7% in June 2020, below the state's 8.9% and the nation's 11.1%. Resident income levels are strong with the
median family income equal to 194.8% of the nation.
High demand has driven material tax base gains (see Exhibit 3) with assessed values increasing at a five year annual average rate of
12% including a 7.8% increase in fiscal 2020 to $31.7 billion. Although the pandemic slowed residential development initially, the city's
management indicates that building permits were back to last year's level. Commercial development continues as PGA of America and
Keurig Dr Pepper (Baa2) settle in the city, along with a new hotel and luxury apartments under construction in the surrounding area.
Additionally, the University of North Texas System (revenue rating Aa2 stable), is constructing a campus within the city to open in
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2022, which will contribute to the economic vitality. While the valuation for fiscal 2021 is under review, the city's management expects
it to remain stable.
Exhibit 3
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Financial operations and reserves: strong financial position will remain favorable given prudent financial management
The city's financial position will remain healthy guided by a strong fiscal management team with a focus on conservative budgeting,
formal financial policies and healthy reserves. The city has demonstrated an ability to increase reserves despite a growing operating
budget over the last six years. This is especially important for Frisco, given that economically sensitive sales tax revenues account for
over 25% of total annual general fund revenues. The city maintains a formal policy requiring an unassigned general fund balance of at
least three months operating expenditures, which is a healthy amount, and targets closer to 30%.
Fiscal 2019 resulted in continued strong operating performance, with a $12.8 million general fund surplus, increasing the available
general fund balance to $92 million, an ample 53.2% of revenues. Including the debt service fund, the available operating fund balance
was $97.6 million (40.6% of operating revenues). The surplus was largely attributable to a positive variance with respect to revenues
and general government expenditures. Local property tax and sales tax revenues are the city's two largest revenue sources, totaling
47% and 26% of general fund revenues in 2019, respectively. Despite a somewhat high reliance on economically sensitive revenues,
the city's high reserve levels provide a cushion to weather economic downturns. Additionally, the city maintains a high degree of
flexibility to raise property tax revenues with a total tax rate of $4.47 per $1,000 of assessed values ($2.92 for operations and $1.55 for
debt service), well below the state's maximum of $25 with no more than $15 allocated for debt service.
The fiscal 2020 budget is balanced. Although the pandemic reduced sales tax revenue from May through July in 2020, the year-todate collections show a 3% growth over 2019, contributed by strong collection during the end of 2019 and the most recent August
collection. Despite an estimated revenue loss of $8 million, the city's management expects to end the fiscal year with a $400,000
surplus following various expenditure reductions. For fiscal 2021, the city's management expects a balanced budget with a modest
surplus.
LIQUIDITY

The city's strong liquidity will remain favorable and in line with expected operating performance. In fiscal 2019, cash and investments
in the operating fund totaled $99.4 million (41.4% of operating revenues), with $93.9 million in the general fund, or 54.3% of general
fund revenues.
Debt and pensions: elevated debt profile will likely remain over the long term given infrastructure demand; modest pension
burden
The city's debt burden, at 2.6% direct debt on a fiscal 2020 valuation, will remain elevated compared to peers due to future issuance
plans for infrastructure needs to meet a growing population. However, when combined with adjusted net pension liabilities, the ratios
are more manageable and within a range consistent with Aaa peers. Following the 2020 issuances, the city's debt profile of $693
million is net of $133 million that is supported by the water and sewer system. The city periodically reviews the utility system rates to
ensure net revenues maintain strong operating performance and support general obligation bonds. Various other funds including the
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economic and community development corporations, tax increment reinvestment zones, and hotel/motel fund support the city's debt
service but are considered less essential and are therefore excluded from self-supporting debt. Officials report all other funds remain
healthy and expect they will continue supporting annual debt service.
Voters authorized $345 million in new bonds in May 2019 which combined with outstanding authorization, provides capacity for $352
million of bonds. Debt issuance will likely occur annually over the next six years to meet the city's capital needs in line with its long
range plan with several needs related to infrastructure and public safety. Despite near term debt plans, the city's debt profile should
remain manageable given continued tax base growth supporting revenue growth, and the utility system's ongoing support of the city's
GOLT debt.
Legal security

The bonds and certificates are secured by a direct and continuing annual ad valorem tax, levied on all taxable property, within the limits
prescribed by law. Additionally, the certificates are secured by a pledge of surplus net revenues.
DEBT STRUCTURE

The debt service schedule fluctuates modestly over the next five years but then is generally descending with a final maturity in 2041.
Principal payout is below peers with 63% of principal retired in 10 years.
DEBT-RELATED DERIVATIVES

All of the city's debt is fixed rate, and the city is not party to any derivative agreements.
PENSIONS AND OPEB

The City of Frisco participates in the Texas Municipal Retirement System (TMRS), a multi-employer, defined benefit retirement plan
sponsored by the State of Texas (Aaa stable). The city has historically made 100% of its required contribution including an $13.4
million contribution in fiscal 2019, net of contributions made by the water and sewer fund. The contribution amount was 110% of the
“tread water” level, the contribution amount at which Moody's has determined there would be no increase in unfunded liability, based
on reported assumptions.
The city's adjusted net pension liability, under Moody's methodology for adjusting reported pension data, is approximately $202 million
net of the water and sewer portion, a manageable 0.8 times fiscal 2019 operating revenues. The three year average ANPL to operating
revenues was 0.7 times, or 0.6% of the city's full valuation. Moody's uses the adjusted net pension liability 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.
The city does not provide any other post employment benefits (OPEB) in terms of health or dental care for retirees but does provide a
plan that retirees can purchase at their own cost. Given the implicit rate subsidy, the city does carry a small OPEB liability. Additionally,
the supplemental death benefits fund carries a liability. Combined, the two have an adjusted OPEB liability of $6.3 million under our
methodology for adjusting OPEB liabilities. This equates to a a modest 2.6% of operating revenues.
The city's fixed costs including debt service, pension, and OPEB contributions accounted for $82 million, or 34.1% of the operating
expenditures in fiscal 2019, net of self supporting contributions. Debt service accounted for the majority of the fixed costs at 83.6%
($68.6 million) and benefits from the city's ability to raise property taxes for repayment.

ESG considerations
Environmental
Frisco's location in the Great Plains makes it susceptible to heat stress although this is not an immediate credit concern. Additionally,
the city's highly capable team with extensive long term practice in capital and financial planning will be instrumental in warding off
longer term challenges.
Social
Frisco's demographic profile is positive. Population growth has been in triple digits during the last two census cycles. Current city
estimates show an increase of 71.3% since 2010 to 200,361 residents in 2020. Located near employment centers, the unemployment
rate was low at 2.6% as of December 2019, below the state's 3.3% and the nation's 3.4%. The area's wealth has improved steadily to
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194.8% in 2018, per the American Community Survey (ACS). Home affordability in the area is higher than the nation with a median
home value equal to 179.6% of the nation, also according to ACS in 2018.
Governance
The city operates under the Council/Manager form of government where the Mayor and six council members are elected for staggered
three year terms. The City of Frisco is very well managed, supported by its strong reserve levels and formal policies. The city typically
outperforms its budget due to management's conservative budgeting practices. The city also utilizes monthly financial and capital
reporting as an integral part of its fiscal practices.
Texas Cities have an Institutional Framework score of Aa, which is strong. Revenues are largely derived from property taxes which tend
to be highly stable and predictable, sales taxes which are moderately stable and predictable and other fees. As a result unpredictable
revenue fluctuations tend to be minor, or under 5% annually. Cities have a moderate ability to raise revenues because most cities
are at the sales tax cap set by state statute. Additionally, property taxes are subject to a statutory cap of $25 per $1,000 of assessed
values, with no more than $15 allocated for debt. Although most cities are well under the cap, cities can only increase their property
tax revenues by 3.5% on existing property without voter approval on an annual basis; all increases above 3.5% must be approved by
voters. Operating expenditures for cities tend to be highly stable and predictable with minor fluctuations under 5% annually. Cities also
have a strong ability to reduce expenditures.

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.
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Exhibit 4
Frisco (City of) TX
Scorecard Factors

Economy/Tax Base (30%)

Measure

Score

[1]

Tax Base Size: Full Value (in 000s)

$31,652,547

Aaa

$191,023

Aaa

194.8%

Aaa

Fund Balance as a % of Revenues

40.6%

Aaa

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

19.9%

Aa

Cash Balance as a % of Revenues

41.4%

Aaa

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

20.6%

Aa

Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)

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

Aa

Aa

1.1x

Aaa

2.2%

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)

2.9x

A

0.6%

Aaa

0.7x

Aa

Notching Adjustments:[2]
Standardized Adjustments [3]: Unusually Strong or Weak Security Features: Secured by statute

Up
Scorecard-Indicated Outcome

Aaa

Assigned Rating

Aaa

[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: Frisco's CAFRs and 2020 Preliminary Official Statement, US Census Bureau, Moody's Investors Service
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