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Collin County's (Aaa stable) credit profile is strong and exceeds medians for the rating
category across a number of metrics. The county's tax base is large and affluent, and
continues to grow at a robust pace. The county's credit profile also benefits from
conservative fiscal management and very high reserves relative to revenues, as well as low
debt and pension burdens. The county is primarily challenged by managing growth, though
has done so over the past several years while maintaining its solid financial profile and low
leverage.

Credit strengths
» Large, affluent, and growing tax base
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» Favorable location north of Dallas (A1 stable)
» Strong operating reserves
» Low debt and pension metrics

Credit challenges
» Additional service demands commensurate with growth
» High fixed costs

Rating outlook
The stable outlook reflects our expectation that growth will continue, and that conservative
governance will lead to a continued strong financial position.

Factors that could lead to an upgrade
» Not applicable

Factors that could lead to a downgrade
» Trend of tax base contraction
» Significant weakening of reserves
» Significant increase in the debt or pension burdens
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Key indicators
Exhibit 1
Collin (County of) TX

2016

2017

2018

2019

2020

$96,807,570

$109,041,423

$124,035,907

$138,427,327

$149,632,277

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

886,633

914,075

944,350

973,977

973,977

$109,186

$119,292

$131,345

$142,126

$153,630

151.3%

149.5%

149.6%

146.9%

146.9%

Operating Revenue ($000)

$273,349

$283,888

$308,153

$330,539

$320,995

Fund Balance ($000)

$224,301

$246,520

$252,004

$193,832

$198,546

Cash Balance ($000)

$271,053

$300,285

$319,860

$311,969

$327,228

Fund Balance as a % of Revenues

82.1%

86.8%

81.8%

58.6%

61.9%

Cash Balance as a % of Revenues

99.2%

105.8%

103.8%

94.4%

101.9%

Net Direct Debt ($000)

$395,590

$352,380

$319,710

$392,565

$487,405

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

$220,492

$279,620

$319,201

$349,769

$398,718

0.4%

0.3%

0.3%

0.3%

0.3%

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

Debt/Pensions

Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

1.4x

1.2x

1.0x

1.2x

1.5x

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

0.2%

0.3%

0.3%

0.3%

0.3%

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

0.8x

1.0x

1.0x

1.1x

1.2x

Source: audited financial statements, governmental data sources

Profile
Collin County is located north of the City of Dallas, with McKinney, TX (Aaa stable) serving as the county seat. The county has been
experiencing tremendous growth fueled by corporate relocations and expansions, leading to strong population growth. As of 2021, the
county's population is estimated at 1.1 million.

Detailed credit considerations
Economy and tax base: large and affluent tax base north of Dallas experiencing rapid growth
The county's tax base is large, diverse, affluent, and will continue to grow due to strong demand for commercial and residential
property in the region. Over the past five years, the county's tax base has grown an average of 10.2% annually, bringing the assessed
value (AV) to a very large $149.6 billion. The county's AV growth has been driven by robust business growth in the region, characterized
by numerous corporate relocations and expansions, which has fueled demand for commercial and residential property. While growth
is expected to slow as the nominal size of the base continues to grow and the county matures developmentally, there is sufficient land
within the county for the tax base to continue growing for the foreseeable future.
Given strong business development, demographic and socioeconomic trends are favorable in the county. The county's population has
increased from 782,341 as of the 2010 census to approximately 1.1 million as of a 2021 estimate provided by the county government.
With relatively affordable housing and strong job growth, the average age is slightly below the nation at 36.9 years. While the labor
force has been rapidly growing, unemployment has increased due to the COVID-19 pandemic, though it remains moderate at 5.6% for
March 2021, which is below both the state (7.2%) and nation (6.2%) in the same period. Resident income levels are also favorable with
median family income estimated at 146.9% of the national median as of 2019.

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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Financial operations and reserves: strong financial performance and high reserves relative to revenues
The county's financial performance is very strong and operations will remain stable over the next two years given conservative
management practices and continued revenue growth. Additionally, the county's high percentage of revenues from property taxes
have mitigated risk from COVID-19. Over the past six years, the county has reported surpluses in the general fund including a $20.5
million surplus in fiscal 2020 that brought available general fund reserves to $195.2 million in fiscal 2020 (ending September 30). This
represents a well above median 88% of general fund revenues. In aggregate, the combined operating funds (general, road/bridge fund,
and debt service) maintained an available fund balance of $199 million as of fiscal 2020, a strong 62% of operating revenues. County
officials report that COVID-19 has reduced expenditures such as travel and jail operations while having a minimal impact on revenues,
which will allow Collin County to generate another surplus for fiscal 2021. County officials expect to maintain the very strong financial
position for the long term, in line with management's goal to remain above six months expenditure at all times.
The county is primarily reliant on property taxes to fund operations, at 81% of operating revenues in fiscal 2020. Property taxes have
been growing rapidly amid strong AV growth despite the county decreasing the property tax rate. As of fiscal 2021, the county was
levying $1.73/$1000 of AV, $1.21/$1000 of which is dedicated to the general fund. Legally the county can levy a maximum $8.00/
$1000 of AV for general operations and debt.
Liquidity

As of fiscal 2020, the county's net cash position in the combined operating funds (general, debt service, road/bridge) was $327 million,
a very strong 102% of fiscal 2020 revenues. Liquidity is expected to remain very strong relative to revenue in 2021 and beyond.
Debt and pensions: low debt and pension liabilities despite high growth
The county's debt levels relative to its AV is low and will remain stable over the near term as growth in the tax base will offset planned
debt issuance. Outstanding debt following the Series 2021 issuance includes $88 million in unlimited tax bonds, and $438 million
in limited tax bonds, together representing 0.3% of the fiscal 2021 assessed value. The county has an additional $352 million in
authorized unissued debt, largely for transportation, in which it plans to issue evenly over the next three years.
Legal security

The bonds constitute direct obligations of the county, payable from the levy and collection of an ad valorem tax levied within the limits
prescribed by law on all taxable property of the county. The county may levy a maximum $8.00/$1000 of assessed value for general
operations, $4.00/$1000 of which may be allocated to debt service payments. The county currently levies a total tax rate of $1.73/
$1000, of which $0.52 is for debt service.
Debt structure

All of the county's debt is fixed rate. Amortization is below the median for counties in Texas, and nationally, with 63% retired in 10
years, though characteristic of a growing area with new capital needs. The county amortizes new debt over twenty years.
Debt-related derivatives

The county is not a party to any derivative agreements.
Pensions and OPEB

Collin County has a manageable pension burden based on unfunded liabilities from its participation in the Texas County and District
Retirement System (TCDRS), a multi-employer defined benefit agent plan. The county's contribution of $22.1 million in fiscal 2020
significantly exceeds our tread water indicator. The tread water indicator measures the annual government contributions required to
prevent reported net pension liabilities from growing, under reported assumptions. Moody's notes that TCDRS' discount rate remains
very high at 8.1%, which is much higher than most large US public pension systems, and highlights the system's vulnerability to pension
asset volatility. Moody's adjusted net pension liability (ANPL) for the county, under our methodology for adjusting reported pension
data and based on a discount rate of 3.22%, was $457.6 million as of fiscal year 2020 representing a moderate 143% of operating
revenues.
Total fixed costs including debt service and pension contributions, and OPEB were a an elevated 30.5% of fiscal 2020 operating
revenues. Return on assets below the plan assumption of 8.10% and an aging and an increased number of retirees could put upward
pressure on future pension expenses.
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ESG considerations
Environmental
Environmental factors are not expected to have a material impact on the county's credit profile. The county is located in north Texas
and is susceptible to drought and tornado risk. These events have not proven to be a hinderance to the county's budgetary performance
or rapid economic development.
Social
Social factors are favorable. Resident income levels are well above state and national figures and the median age of the district’s
population is lower than the state and national figures. The high desirability of the area, fueled by easy access to jobs throughout the
Dallas/Fort Worth metropolitan area and ample land for continued residential development, will continue to support social indicators.
Governance
The county exhibits conservative financial management evidenced by strong financial results and low leverage despite robust growth.
Texas Counties have an institutional framework score of “Aa”, which is strong. The sector's major revenue sources are subject to a cap,
which cannot be overridden. However, the cap of $8 per $1,000 of assessed values, with no more than $4 allocated for debt service,
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 less than 25% of 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
Collin (County of) TX
Scorecard Factors and Subfactors

Measure

Score

Economy/Tax Base (30%) [1]
Tax Base Size: Full Value (in 000s)
Full Value Per Capita
Median Family Income (% of US Median)

$157,051,906

Aaa

$156,248

Aaa

146.9%

Aa

61.9%

Aaa

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

0.2%

A

101.9%

Aaa

28.8%

Aaa

Aa

Aa

1.1x

Aaa

0.3%

Aaa

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

1.6x

A

0.3%

Aaa

1.2x

A

[2]

Unusually Strong or Weak Security Features

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: US Census Bureau, Moody's Investors Service
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