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RATINGS SERVICES reference no.: 40154418

May 3, 2013

City of Celina

142 North Ohio Drive

Celina, TX 75009

Attention: Mr. Jay Toutounchian, Director of Finance

Re: City of Celina, Texas, Outstanding Tax and Waterworks and Sewer System Surplus Revenue
Certificates of Obligation, Series 2004

Dear Mr. Toutounchian:

Standard & Poor's Ratings Services ("Ratings Services") has reviewed the rating on the above-
listed obligations. Based on our review, we have raised the underlying rating (SPUR) from "A" to
"A+" while affirming the stable outlook. A copy of the rationale supporting the rating and outlook
is enclosed.

This letter constitutes Ratings Services’ permission for you to disseminate the above rating to
interested parties in accordance with applicable laws and regulations. However, permission for
such dissemination (other than to professional advisors bound by appropriate confidentiality
arrangements) will become effective only after we’ve released the rating on
standardandpoors.com. Any dissemination on any Website by you or your agents shall include the
full analysis for the rating, including any updates, where applicable.

To maintain the rating, Standard & Poor’s must receive all relevant financial and other
information, including notice of material changes to financial and other information provided to us
and in relevant documents, as soon as such information is available. You understand that Ratings
Services relies on you and your agents and advisors for the accuracy, timeliness and completeness
of the information submitted in connection with the rating and the continued flow of material
information as part of the surveillance process. Please send all information via electronic delivery
to pubfin_statelocalgovt@standardandpoors.com. If SEC rule 17g-5 is applicable, you may post
such information on the appropriate website. For any information not available in electronic format
or posted on the applicable website,

Please send hard copies to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003.
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The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter
applicable to the rating. In the absence of such Engagement Letter and Terms and Conditions, the
rating is subject to the attached Terms and Conditions. The applicable Terms and Conditions are
incorporated herein by reference.

Ratings Services is pleased to have the opportunity to provide its rating opinion. For more
information please visit our website at www.standardandpoors.com. If you have any questions,
please contact us. Thank you for choosing Ratings Services.

Sincerely yours,

Ma/%%z—"

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business.

cm
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Standard & Poor’s Ratings Services
Terms and Conditions Applicable To Public Finance Credit Ratings

General. The credit ratings and other views of Standard & Poor’s Ratings Services (“Ratings Services”) are statements of
opinion and not statements of fact. Credit ratings and other views of Ratings Services are not recommendations to purchase,
hold, or sell any securities and do not comment on market price, marketability, investor preference or suitability of any
security. While Ratings Services bases its credit ratings and other views on information provided by issuers and their agents
and advisors, and other information from sources it believes to be reliable, Ratings Services does not perform an audit, and
undertakes no duty of due diligence or independent verification, of any information it receives. Such information and
Ratings Services’ opinions should not be relied upon in making any investment decision. Ratings Services does not act as a
“fiduciary” or an investment advisor. Ratings Services neither recommends nor will recommend how an issuer can or
should achieve a particular credit rating outcome nor provides or will provide consulting, advisory, financial or structuring
advice. Unless otherwise indicated, the term “issuer’” means both the issuer and the obligor if the obligor is not the issuer.

All Credit Rating Actions in Ratings Services’ Sole Discretion. Ratings Services may assign, raise, lower, suspend, place
on CreditWatch, or withdraw a credit rating, and assign or revise an Outlook, at any time, in Ratings Services’ sole
discretion. Ratings Services may take any of the foregoing actions notwithstanding any request for a confidential or private
credit rating or a withdrawal of a credit rating, or termination of a credit rating engagement. Ratings Services will not
convert a public credit rating to a confidential or private credit rating, or a private credit rating to a confidential credit
rating.

Publication. Ratings Services reserves the right to use, publish, disseminate, or license others to use, publish or
disseminate a credit rating and any related analytical reports, including the rationale for the credit rating, unless the
issuer specifically requests in connection with the initial credit rating that the credit rating be assigned and maintained
on a confidential or private basis. If, however, a confidential or private credit rating or the existence of a confidential or
private credit rating subsequently becomes public through disclosure other than by an act of Ratings Services or its
affiliates, Ratings Services reserves the right to treat the credit rating as a public credit rating, including, without
limitation, publishing the credit rating and any related analytical reports. Any analytical reports published by Ratings
Services are not issued by or on behalf of the issuer or at the issuer’s request. Ratings Services reserves the right to use,
publish, disseminate or license others to use, publish or disseminate analytical reports with respect to public credit
ratings that have been withdrawn, regardless of the reason for such withdrawal. Ratings Services may publish
explanations of Ratings Services’ credit ratings criteria from time to time and Ratings Services may modify or refine its
credit ratings criteria at any time as Ratings Services deems appropriate.

Reliance on Information. Ratings Services relies on issuers and their agents and advisors for the accuracy and
completeness of the information submitted in connection with credit ratings and the surveillance of credit ratings
including, without limitation, information on material changes to information previously provided by issuers, their
agents or advisors. Credit ratings, and the maintenance of credit ratings, may be affected by Ratings Services’ opinion of
the information received from issuers, their agents or advisors.

Confidential Information. Ratings Services has established policies and procedures to maintain the confidentiality of
certain non-public information received from issuers, their agents or advisors. For these purposes, “Confidential
Information” shall mean verbal or written information that the issuer or its agents or advisors have provided to Ratings
Services and, in a specific and particularized manner, have marked or otherwise indicated in writing (either prior to or
promptly following such disclosure) that such information is “Confidential.”

PF Ratings U.S. (02/16/13)



Ratings Services Not an Expert, Underwriter or Seller under Securities Laws. Ratings Services has not consented to and
will not consent to being named an “expert” or any similar designation under any applicable securities laws or other
regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities Act of
1933. Rating Services has not performed and will not perform the role or tasks associated with an "underwriter" or
"seller" under the United States federal securities laws or other regulatory guidance, rules or recommendations in
connection with a credit rating engagement.

Disclaimer of Liability. Ratings Services does not and cannot guarantee the accuracy, completeness, or timeliness of the
information relied on in connection with a credit rating or the results obtained from the use of such information.
RATINGS SERVICES GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.
Ratings Services, its affiliates or third party providers, or any of their officers, directors, shareholders, employees or
agents shall not be liable to any person for any inaccuracies, errors, or omissions, in each case regardless of cause,
actions, damages (consequential, special, indirect, incidental, punitive, compensatory, exemplary or otherwise), claims,
liabilities, costs, expenses, legal fees or losses (including, without limitation, lost income or lost profits and opportunity
costs) in any way arising out of or relating to a credit rating or the related analytic services even if advised of the
possibility of such damages or other amounts.

No Third Party Beneficiaries. Nothing in any credit rating engagement, or a credit rating when issued, is intended or
should be construed as creating any rights on behalf of any third parties, including, without limitation, any recipient of a
credit rating. No person is intended as a third party beneficiary of any credit rating engagement or of a credit rating when
issued.

PF Ratings U.S. (02/16/13)



STANDARD
&POOR’'S

RATINGS SERVICES

RatingsDirect’

.............................................................................................................

Summary:

Celina, Texas; General Obligation

Primary Credit Analyst:
Lauren H Spalten, Dallas (1) 214-871-1421; lauren_spalten@standardandpoors.com

Secondary Contact:
Sarah L Smaardyk, Dallas (1) 214-871-1428; sarah_smaardyk@standardandpoors.com

Research Contributor:
Anthony Menezes, CRISIL Global Analytical Center, an S&P affiliate, Mumbai

Table Of Contents

Rationale
Outlook

Related Criteria And Research

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MAY 6, 2013 1
1127066 | 301664051



Summary:

Celina, Texas; General Obligation

Celina GO
Unenhanced Rating A+(SPUR)/Stable Upgraded

Many issues are enhanced by bond insurance.

Rationale

Standard & Poor's Ratings Services raised its underlying rating (SPUR) to 'A+' from 'A’ on Celina, Texas' tax and
waterworks and sewer system surplus revenue certificates of obligation, series 2004. The outlook is stable. The raised
rating is based on our view of the city's historically strong financial performance and maintenance of very strong

reserve levels.
The ratings reflect our view of the city's:

¢ Direct access to the deep Plano, Texas and northern Dallas MSA economic bases;
o Strong wealth levels and good income levels; and
e Very strong financial position.

These credit strengths are partly offset, in our view, by the city's:

e High overall net debt burden, and
e Elevated debt service carrying charges.

The certificates are secured by annual ad valorem taxes levied on all taxable properties, within the limits prescribed by
law. The certificates are additionally secured by a subordinate lien on and pledge of net revenues from the city's

waterworks and sewer system.

Celina, with a population of about 8,576, is located in northern Collin County, about 40 miles north of downtown
Dallas. Many city residents commute into the Dallas metropolitan area for employment due to the limited local
economy. Celina's tax base grew substantially from fiscal 2004 to fiscal 2009: Assessed valuation (AV) increased more
than threefold to $434 million during that time. Despite the national recession, development has continued in the city,
albeit at a slower pace. With the exception of fiscal 2010, which saw an AV decline of 2%, AV has increased by a
cumulative 7% to $496.8 million in fiscal 2014. The leading 10 taxpayers are very diverse, in our opinion, and account
for 8% of fiscal 2014 AV. Market value per capita, which we consider as an indicator of the relative wealth of the tax
base, is strong, in our view, at $57,929. In February 2013, Collin County's unemployment rate was 5.7%, which was
lower than both Texas' (6.5%) and the nation's (8.1%) rates. Median household effective buying income is good, in our

opinion, at 106% of the national average.

Celina's financial position has improved during the past few fiscal years and is currently very strong, in our opinion.
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Summary: Celina, Texas; General Obligation

The city's officials have projected that fiscal 2013 will close with a small surplus of about $24,531. The city closed fiscal
2012 with a surplus of $642,000, which exceeded its budget projection of $33,406. Officials attributed the
better-than-anticipated result primarily to larger-than-budgeted revenues -- mainly permits and inspection fees, fines,
and fire department and EMS revenues -- and lower-than-budgeted administration expenditures. Because of this
surplus, Celina's available general fund balance for fiscal 2012 increased to $1.7 million, or 42.3% of operational
expenditures, which we consider very strong, from $544,000, or 14% of operational expenditures in fiscal 2008, which
we view as strong. Property taxes (58%), permits and inspection fees (8%), and sales tax (7%) accounted for most of
the fiscal 2012 general fund revenues. The city's tax rate for fiscal 2013 is 64.5 cents per $100 of AV and has remained

unchanged since fiscal 2009. In our view, the tax rate is moderate compared with other regional tax rates.

Standard & Poor's deems Celina's financial management practices "standard" under its financial management
assessment (FMA) methodology, indicating the finance department maintains adequate policies in some, but not all,
key areas. Revenue and expenditure assumptions are based on historical data, and the city monitors revenue streams
using forecasting models and economic indicators. City officials monitor the budget monthly and make adjustments as
needed. The city has a comprehensive investment management policy, with investment reports going to the governing
body quarterly, and the policy is reviewed annually. The city lacks policies in some areas, including revenue and
expenditure projections, long-term financial and capital planning, and debt management. The city strives to maintain a

general fund balance of 25% of operating expenditure, and was able to do so in fiscal 2012.

After accounting for self-supporting debt from utility systems, the city's overall net tax-supported debt burden is high,
in our opinion, at 12.2% of market value and $7,082 per capita. City officials attribute the high debt burden to
overlapping entities, whose debt makes up about 81% of the overall net debt burden (most of which is attributable to
Prosper Independent School District). The city's direct debt burden, net of system self-support, is just 2.3% of market
value. The debt service carrying charge is elevated, in our view, at 16.6% of total governmental fund expenditures in
fiscal 2012, partly because of the city's fast amortization of debt; approximately 69% of the principal is due to be
retired during the next 10 years and 100% within 20 years. We understand that city management may issue $5.17
million in general obligation bonds within the next 12 to 18 months to fund the construction of a fire station and a

park.

Celina provides pension benefits through a nontraditional, joint contributory, hybrid-defined benefit plan: the Texas
Municipal Retirement Plan. For 2012, the annual pension contribution was about $92,000, or 1.4% of governmental
expenditures. As of Dec. 31, 2011, the plan was fully funded. The city does not provide any other postemployment
benefits.

Outlook

The stable outlook reflects our anticipation that city will maintain its very strong financial position within our two-year
horizon. The outlook also reflects the likelihood of continued growth in Celina's property tax base because of the city's
access to the Dallas MSA. We do not expect to raise the rating within the two-year outlook time frame because we
anticipate that the city's overall debt burden will likely remain high given the city's and its overlapping jurisdictions'

significant growth-related capital needs. We could lower the rating if Celina's financial position deteriorates
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Summary: Celina, Texas; General Obligation

significantly or if its overall debt burden increases substantially.

Related Criteria And Research
USPF Criteria; GO Debt, Oct. 12, 2006

Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings
affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use

the Ratings search box located in the left column.
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