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Memorandum 
 
 
 
 
 

DATE   July 10, 2018 CITY OF DALLAS 
 

TO   Honorable Mayor and Council Members 
 
 
 
 

SUBJECT 

Moody’s Investors Service Recognizes ‘Credit Positive’ Council Action of Back-
Pay Lawsuits’ Settlement - INFORMATION 

 

Today, Moody’s Investors Service (Moody’s) released a brief Issuer Comment article 
regarding the credit positive impact of the Council action authorizing settlement of the 
remaining two pay referendum lawsuits. According to Moody’s, the “settlement, which 
covers the final two of six original suits, is credit positive because it resolves a long-
standing legal uncertainty that could have significantly jeopardized Dallas' financial 
stability.” Moody’s also states that, “Dallas continues to exhibit strong economic growth 
leading to stable debt burden despite additional debt.”  

 
This article is not a concrete rating change from Moody’s, but reflects positively on Dallas 
as we prepare for upcoming bond sales to satisfy the judgments. 

 
Please let me know if you need additional information. 

 
 
 

M. Elizabeth Reich 
Chief Financial Officer 

 
Attachment 

 
 

c: T.C. Broadnax, City Manager 
Larry Casto, City Attorney 
Craig D. Kinton, City Auditor 
Bilierae Johnson, City Secretary (Interim) 
Daniel F. Solis, Administrative Judge 
Kimberly Bizor Tolbert, Chief of Staff to the City Manager 
Majed A. Al-Ghafry, Assistant City Manager 

Jon Fortune, Assistant City Manager 
Joey Zapata, Assistant City Manager 
Jo M. (Jody) Puckett, Assistant City Manager (Interim) 
Nadia Chandler Hardy, Chief of Community Services 
Raquel Favela, Chief of Economic Development & Neighborhood Services 
Theresa O’Donnell, Chief of Resilience 
Directors and Assistant Directors 
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Dallas (City of) TX
Dallas settles remaining public safety back-pay lawsuits, a
credit positive

On June 27, the Dallas (A1 stable) City Council authorized a settlement, for an amount not to
exceed $173.3 million, of the remaining two lawsuits related to a decades-long legal battle
over police back pay. The settlement, which covers the final two of six original suits, is credit
positive because it resolves a long-standing legal uncertainty that could have significantly
jeopardized Dallas' financial stability. While the precise amount of the liability to the city, if
the city had lost in trial, was unknown, most recent estimates placed the liability at around
$4 billion, an amount that far exceeds the available liquidity of the city and was more than
double the city’s already outstanding debt.

This most recent settlement follows council approval on November 14, 2017 to settle the
four outstanding Collin County (Aaa stable) cases for an amount not to exceed $61.7 million.
The total $235 million in settlement money is likely to be paid from general obligation
refunding bonds.

Dallas' six police back-pay lawsuits, two tried in Rockwall County and four in Collin County,
originally date back to a 1979 referendum that adjusted pay differentials between grades in
sworn ranks of the police department. The plaintiffs argued that the pay differentials were to
be permanent, rather than a one-time adjustment, as the city argued.

The total judgment of approximately $235 million is manageable for the city, considering
Dallas’ expansive and rapidly growing tax base. The city’s taxable value reached $118.7 billion
in fiscal 2018; general obligation bonds that the city plans to issue to satisfy the judgments
represent a very small 0.2% of the 2018 value, which shrinks further when considering strong
growth expected in fiscal 2019 from new construction and property appreciation (see Exhibit
1). While these bonds come on the heels of a very large $1.05 billion bond package approved
by voters in 2017 for various improvements across the city, the phased approach the city has
historically taken with bond issuance will keep the debt burden stable.

https://www.moodys.com/credit-ratings/Dallas-City-of-TX-credit-rating-600007717
https://www.moodys.com/credit-ratings/Collin-County-of-TX-credit-rating-600029094
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Exhibit 1

Dallas continues to exhibit strong economic growth leading to stable debt burden despite additional debt
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Assessed  value (billions, left axis) Debt burden as a % of assessed value* (right axis)

* Includes accreted interest and capital leases; utility debt with GO backing not included; does not include component unit debt. Fiscal 2018 is estimated based on the 2017 audit and the
Series 2017 GOLT OS; fiscal 2019 is a projection assuming no additional new money bonds, $235 million in general obligation refunding bonds and amortization of existing debt. Assumed
growth of 7.22% to project fiscal 2019 assessed value per preliminary budget estimates.
Sources: Moody's Investors Service, City of Dallas audited financial statements, City of Dallas Series 2017 GO offering document

The Rockwall County district court will still need to enter a judgment to finalize the settlement and allow it to proceed as agreed by all
parties. However, the council vote is a critical step in codifying the settlement agreement, which was verbally agreed to in late spring.
The settlement of the four Collin County cases for $61.7 million was incorporated into a judgment by the court on June 8, 2018, and
the city has approved the sale of bonds for later this summer.

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.

2          10 July 2018 Dallas (City of) TX: Dallas settles remaining public safety back-pay lawsuits, a credit positive



MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

© 2018 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS
DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S
OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE
MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT RATINGS AND MOODY’S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT
PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE EXPECTATION
AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW,
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED
OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES
AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well
as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the rating process or in preparing the Moody’s publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the
avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information.

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
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any rating,
agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors
Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you
represent to MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or
indirectly disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as
to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors. It would be reckless
and inappropriate for retail investors to use MOODY’S credit ratings or publications when making an investment decision. If in doubt you should contact your financial or other
professional adviser.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally
Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for appraisal and rating services rendered by it fees
ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

REPORT NUMBER 1133039

3          10 July 2018 Dallas (City of) TX: Dallas settles remaining public safety back-pay lawsuits, a credit positive

http://www.moodys.com


MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

Contacts

Denise Rappmund +1.214.979.6865
VP-Senior Analyst
denise.rappmund@moodys.com

CLIENT SERVICES

Americas 1-212-553-1653

Asia Pacific 852-3551-3077

Japan 81-3-5408-4100

EMEA 44-20-7772-5454

4          10 July 2018 Dallas (City of) TX: Dallas settles remaining public safety back-pay lawsuits, a credit positive


	Moody's Article Memo 071018
	Dallas TX - police back pay settlement - July 2018



