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New Issue: Moody's Assigns Aa2 to Rockwall County, TX's
$15.3M GOULT Road Bonds, Ser. 2016

Summary Rating Rationale

Moody's Investors Service has assigned a Aa2 rating to Rockwall County's (TX) $15.3 million
Unlimited Tax Road Bonds, Series 2016. Concurrently Moody's maintains the Aa2 rating of
$63.2 million in outstanding parity bonds and $33.4 million in limited tax debt outstanding.

The AaZ rating reflects the county's stable and large tax base that continues to grow, a strong
demographic profile, stable financial operations with healthy reserves, and an above average
yet manageable debt burden. The lack of rating distinction between the unlimited tax and
the limited tax pledge reflects the ample taxing margin that exists between the county's
current maintenance and operations tax rate and the county's legal taxing limit. The lack

of rating distinction also reflects the historically stable financial operations and maintained
healthy reserve levels of the county.

Credit Strengths
»  Sound management practices resulting in stable financial operations
» Healthy reserve position above formal reserve policy

» Modest growth in taxable value expected in the near-term due in part to proximity to
the Dallas (Aa2 stable) and Fort Worth (Aa1 stable) metroplex

»  Above average socioeconomic indices

Credit Challenge

»  Above average debt burden with a slow payout of principal outstanding

Rating Outlook
Outlooks are not usually assigned to local governments with this amount of debt.

Factors that Could Lead to an Upgrade
»  Continued tax base growth

» Decrease in county's direct and overlapping debt levels

Factors that Could Lead to a Downgrade

»  Contraction of taxable value
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»  Weak financial performance leading to narrowing of reserves

» Increases to the county's direct and overlapping debt levels

Key Indicators

Exhibit 1

Rockwall (County of) TX 2010 201 2012 2013 2014
Economy/Tax Base

Total Full Value ($000) $ 7,556,698 $ 6901863 $ 6919172 $ 6,994,008 $ 8,755,411
Full Value Per Capita $ 95,670 $ 85,015 $ 83,335 § 82,046 § 91,365
Median Family Income (% of US Median) 132.8% 132.8% 139.0% 139.0% 139.0%
Finances

Operating Revenue ($000) $ 31,666 $ 32,448 § 32,958 § 35,046 $ 34,993
Fund Balance as a % of Revenues 76.3% 64.6% 54.7% 57.5% 56.8%
Cash Balance as a % of Revenues 79.6% 76.5% 65.4% 68.8% 67.0%
Debt/Pensions

Net Direct Debt ($000) $ 59,075 $§ 56,500 $ 69,920 $ 106,415 $ 103,755
Net Direct Debt / Operating Revenues (x) 1.9x 1.7x 2.1x 3.0x 3.0x
Net Direct Debt / Full Value (%) 0.8% 0.8% 1.0% 1.5% 1.2%
Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) N/A N/A 0.3x 0.5x 0.5x
Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) N/A N/A 0.2% 0.2% 0.2%

Source: Rockwall County, TX Audits, FY10-FY14; Moody's Investors Service

Recent Developments
Recent developments are incorporated into the detailed rating considerations below.

Detailed Rating Considerations

Economy and Tax Base

We anticipate continued growth in the county's taxable value in the near-term given ample room for ongoing development. Rapid
population expansion lead to significant increases in the county's full valuation, which grew at a strong average annual rate of 4.2%
from 2011 to 2016. County officials report a taxable value for fiscal 2016 of $8.5 billion, representing a significant 6.6% single year
increase over fiscal 2015. The majority of the county's fiscal 2016 taxable value is attributed to single-family residential properties at
65.9% of total taxable appraised value.

County officials report modest commercial and residential development continues, including an expansion of existing businesses and
the potential relocation of a high-end manufacturing firm to the area. Within the county seat of the City of Rockwall (Aa2), officials
estimate that 50% of its land is available for development, underscoring the availability across the county for continued expansion. The
county's top ten taxpayers, which include utilities, apartment complexes, and medical facilities, make up a modest 4.7% of the county's
total tax base.

Historically the county's socioeconomic profile has remained above state and national averages. The US Census indicates above
average income levels, evidenced by a median family income rate that was 143.4% of the US figure. The county’s November 2015
unemployment rate of 3.7% was below the state (4.5%) and national (4.8%) rates for the same time period.

Financial Operations and Reserves

The county's financial performance is expected to remain stable over the near term given its sound reserve position and continued
strong revenue performance. The county's available fiscal 2014 Operating Fund (General Fund + Road and Bridge Fund + Debt Service
Fund) balance was $19.8 million or a strong 70.4% of Operating Fund revenues. This balance represents a slight $295,000 decline in

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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the county's reserve position from fiscal 2013, yet is in line with previous projections. The decline in fund balance was predominately
the result of construction costs related to the new county courthouse, as county officials opted to cash fund the project rather

than issuing additional debt. The county's General Fund revenues are primarily derived from property taxes in fiscal 2014 (84.6% of
Operating Revenues).

While audited results have not been released for fiscal 2015, the county estimate that the General Fund balance fell to $16.0 million
or 54.8% of General Fund revenues. The decline is mainly due a $5.0 million draw for capital expenditures related to a new emergency
response system. The county anticipates an additional $4.0 million draw on reserves in fiscals 2017 and 2018 to complete the

project, but plans to remain in compliance with its reserve policy. For fiscal 2016, expenditures are tracking slightly below budgeted
expectations, while revenues have posted a $2.0 million year-to-date positive budget variance.

LIQUIDITY

At fiscal year-end 2014 the county's General Fund cash position had improved to $20.1 million or a strong 76.6% of General Fund
revenues. Given expected decline in reserves due to draws for capital expenditures, the county's General Fund cash is expected to
decline over the near term but will remain healthy given the large starting balance.

Debt and Pensions
We anticipate that the county's debt profile will remain average over the near to medium term given the current addition of new debt,
expectation of future debt issuance with continued growth, and a slow payout of debt outstanding.

DEBT STRUCTURE

Post-sale the county will have approximately $78.5 million in unlimited tax debt outstanding and $33.4 million in limited tax
outstanding. The county's direct debt burden of 1.3% as a percent of fiscal year 2016 full value is above average for similarly rated
county's. The county's overlapping debt burden is elevated at 10.0% and is reflective of significant borrowing needs of various issuers,
particularly the City of Rockwall, Rockwall Independent School District (Aa2), and Royse City Independent School District. Payout is
slow with 49.0% of principal amortized in the following ten years with all debt maturing by 2036. Officials do not have definite future
debt plans after the current sale. We anticipate county officials will continue to evaluate funding options for future projects. Post-sale
the county has $32.2 million in authorized but unissued bonds.

The county is permitted by law to levy taxes for general fund, jury fund, road and bridge fund and permanent improvement fund
purposes up to $8.00 per $1,000 of taxable value. Proceeds derived from these levies secures the limited tax debt. The county's total
levy is currently $3.96 per $1,000 of taxable value, which is well below the limit. The total levy consists of several individual levies: a
maintenance and operation (M&O) tax rate of $2.98 per $1,000 of taxable value, a road and bridge tax rate of $0.001 per $1,000 and
an interest and sinking (1&S) tax rate of $0.98 per $1,000 of taxable value.

DEBT-RELATED DERIVATIVES
The county does not have any variable rate debt and is not a party to any interest rate swaps or other derivative agreements.

PENSIONS AND OPEB

We believe the county’s pension burden is manageable and will remain affordable over the near term. The county contributes to
the Texas County and District Retirement System (TCDRS). Moody's three-year average of adjusted net pension liability (ANPL) for
the county, under our methodology for adjusting reported pension data, is equal to an above average 0.53 times annual operating
revenues. The three-year average ANPL to full value is 0.21%. Moody's ANPL reflects certain adjustments we make to improve
comparability of reported pension liabilities. The adjustments are not intended to replace the county's reported contribution
information, or the reported liability information of the statewide cost-sharing plans, but to improve comparability with other rated
entities.

Management and Governance

Texas counties have an institutional framework score of “Aaa,” or very strong. Counties rely on highly predictable, property taxes

for 70%-80% of their operating revenues, while 10%-20% comes from less predictable services charges. Counties maintain high
flexibility to raise property taxes, as most are well below the state mandated cap of $8 per $1,000 of AV, with no more than $4 for
debt. Expenditures primarily consist of personnel and judicial costs, which are highly predictable. Counties have high flexibility in
reducing expenditures given a weak union presence. Rockwall county employs sound financial planning practices, including adherence
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to its formal fund balance policy of maintaining four to six months of budgeted operating expenditures in reserve. The county also
tracks expenditures monthly.

Legal Security
The Bonds are payable from the levy and collection of a direct and continuing ad valorem tax, without legal limit as to rate or amount,
on all taxable property located within the county.

Use of Proceeds

Proceeds from the current sale of bonds will be used to fund various street construction and update projects throughout the county.
The projects are in line with the county's long term capital improvement plan and strategic transportation goals as officials manage
continued growth throughout the county.

Obligor Profile
Rockwall County, with an estimated 2014 population of 95,829, is located 30 miles east of Dallas (Aa2 stable) in north central Texas
(Aaa stable).

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in January 2014. Please see
the Ratings Methodologies page on www.moodys.com for a copy of this methodology.

Ratings

Exhibit 2

ROCKWALL (COUNTY OF) TX

Issue Rating

Unlimited Tax Road Bonds, Series 2016 Aa2
Rating Type Underlying LT
Sale Amount $15,260,000
Expected Sale Date 03/14/2016
Rating Description General Obligation

Source: Moody's Investors Service
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NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

Moody's Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers of debt securities (including
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