
Fitch Rates Deerfield Beach, FL $39MM Capital 
Improvement Revenue Bonds 'AA-' ; Stable Outlook

Fitch Ratings-New York-14 February 2018: Fitch Ratings has assigned a 
'AA-' to the following bonds issued by the city of Deerfield Beach, FL:

--Approximately $39 million capital improvement revenue bonds, series 2018.

Fitch has affirmed the following obligations issued by the Florida Municipal 
Loan Council (FMLC) on behalf of the city:

--$15.1 million refunding and improvement revenue bonds (Deerfield Beach), 
series 2012B-1 at 'AA-';
--$11.5 million refunding and improvement revenue bonds (Deerfield Beach), 
series 2012B-2 at 'AA'.

In addition, Fitch has affirmed Deerfield Beach's Issuer Default Rating (IDR) 
at 'AA'.

The Rating Outlook is Stable.

The bonds will be sold on a negotiated basis on March 12. Bond proceeds 
will finance certain capital improvements, including: street, parks and related 
recreational projects, improvements to the Center for Active Aging, the City 
Hall, and to refund the city's portion of the outstanding FMLC revenue bonds, 
series 2006 (not rated by Fitch).

SECURITY

The city covenants to budget and appropriate non-ad valorem revenues 
(NAV), by amendment if necessary, in an amount sufficient to pay debt 
service on the proposed series 2018 and outstanding 2012B-1 bonds. Such 



covenant shall be cumulative to the extent not paid, and shall continue until 
such NAV or other legally available funds in amounts sufficient to make all 
such required payments shall have been budgeted, appropriated, and 
actually paid.

The outstanding FMLC bonds are backed by payments from the city pursuant 
to two separate loan agreements. The loan agreement relating to the 
2012B-1 bonds is backed by the city's covenant to budget and appropriate 
NAV revenue, whereas the loan agreement related to the 2012B-2 bonds is 
backed by the full faith and credit and unlimited taxing power of the city.

ANALYTICAL CONCLUSION

The 'AA' IDR and GO rating reflect the city's strong gap closing ability, 
revenue framework and expenditure control, moderate carrying costs, and 
low long-term liability burden. Fitch expects the city to maintain solid financial 
resilience throughout economic cycles.

The AA-' rating on the CB&A bonds is one notch below the IDR, as the bonds 
are not general obligations but viewed as an ongoing and enforceable 
obligation of the city payable from a broad base of resources.

Economic Resource Base
Deerfield Beach is on the southeastern coast of Florida, adjacent to Boca 
Raton and north of Fort Lauderdale. The city has an estimated 2016 
population of 79,764, an increase of over 6% from 2010.

KEY RATING DRIVERS

Revenue Framework: 'aa'
General fund revenues are expected to grow at a solid pace, supported by 
continued population gains, property appreciation and development. The city 
has considerable revenue raising ability with current millage rates well below 
the 10 mill statutory limit.

Expenditure Framework: 'aa'
Fitch believes city spending will be manageable relative to revenue growth 



trends. Solid expenditure flexibility is derived from a combination of moderate 
fixed carrying costs and strong legal control over employee benefits, wages & 
contracts.

Long-Term Liability Burden: 'aaa'
The city's long-term liability burden is low relative to personal income and 
should remain low given limited debt plans and rapid amortization of existing 
debt, and the closure of its three pension plans.

Operating Performance: 'aa'
Fitch believes that the city is well positioned to maintain financial flexibility 
through the economic cycle, given its solid revenue framework, and 
management's implementation of various measures to achieve long-term cost 
savings and rebuild reserves.

RATING SENSITIVITIES

Financial Flexibility: The rating is sensitive to shifts in fundamental credit 
characteristics, including the city's management of expenditure pressures and 
maintenance of reserves at a level sufficient to support operations and gap 
closing ability.

CREDIT PROFILE

The local economy is primarily residential and retail/tourism oriented. Broader 
employment opportunities are available in Fort Lauderdale, which is about 20 
miles to the south via I-95. The city's unemployment rate has significantly 
improved, with the current rate at roughly half of the 2009 peak. The 
improvement reflects robust growth in employment and is below the state and 
national averages. Home values, as reported by Zillow.com, were relatively 
hard hit by the recession but have steadily risen since 2012 and nearly 
recovered to the pre-recession high mark. The tax base has grown in recent 
years as well, and expansion in the tax base is expected to continue with 
numerous residential, commercial and light industrial projects planned and 
underway. City wealth levels are below state and national norms, likely due to 
its service based economy which tends to pay lower wages. Post Hurricane 
Irma estimates provided by the city indicate no significant damage to city 



infrastructure or properties.

Revenue Framework
Property tax revenues are the city's largest revenue source, representing 
37% of fiscal 2018 budgeted general fund revenues, followed by license and 
permit fee revenues equal to 21%.

The city's historical general fund revenue growth exceeded national GDP due 
to a combination of tax base gains from the improving economy and policy 
action by the city to increase property tax revenues. Common to all Florida 
local governments, city property tax revenues experienced significant 
declines during the recent recession due to deterioration of the housing 
market and state property tax law reform; although some rate increases were 
implemented to mitigate the decline. Prospects for revenue growth are solid 
but slower, supported by population gains, property appreciation and 
development.

The city maintains significant independent legal revenue raising ability with 
the fiscal 2018 adopted millage rate of 6.5 comfortably below the 10 mill 
statutory limit. Annual changes in the property tax rate are determined using 
a roll-back or revenue neutral rate, which is then adjusted for changes in the 
Florida per capita personal income. However, this limitation may be 
overridden by vote of the city governing body, and is therefore within its 
control. The city also has the ability to increase various license and permit 
revenues and service charges that make up a smaller but still notable portion 
of its revenue base.

In order to diversify its revenue base the city implemented a 10% public utility 
tax in fiscal 2012; this generates $8 million in revenue or about 8% of fiscal 
2018 budgeted general fund revenues. In 2016, the city council approved a 
new ordinance granting the city ability to charge a parks and recreation and 
public safety impact fee for the construction of new residential and hotel units. 
The collection of the impact fee will help support the development the city's 
parks and public safety capital improvements, as permitted by state statute. 
The various new fees adopted by the city are comparable to those charged 
by neighboring municipalities and do not appear to have had an adverse 
impact on the city's business or residential community.



Expenditure Framework
The city provides a broad range of services, including public safety, 
sanitation, water & sewer, recreational & cultural activities, public 
improvements, planning and highway and streets. Public safety is the city's 
largest spending item, accounting for 67% of total general fund spending.

Spending is expected to be in line with to marginally above revenue trends, 
given spending needs for maintenance and population growth trends.

The city maintains healthy expenditure flexibility with moderate carrying 
costs. In order to control costs, the city has moved towards a hybrid business 
model for its operations, utilizing both in-house and contractual resources. 
The city merged its police and fire operations with the Broward County 
Sheriff's Office and also outsourced its building department, landscape and 
park maintenance operations as a proactive measure to manage costs in the 
event of a future downturn. Management retains relatively strong flexibility 
with respect to services delivered via third party contract and control over 
labor, including the ability to institute workforce reductions or freeze wages 
when necessary.

Long-Term Liability Burden
Fitch estimates the city's overall debt and pension liability burden at roughly 
8% of personal income. The city's current direct debt amortizes rapidly, with 
over 70% of principal to be repaid within 10 years. The overlapping debt 
obligations of the county and the school district are not expected to pressure 
the liability burden.

The city's 2018-2022 capital improvement plan is estimated at $88 million, of 
which two-thirds is focused on the city's infrastructure, equipment, facility and 
transportation improvements, with the remainder of projects earmarked for 
self-supporting enterprise utility needs. Nearly half of the city projects will be 
funded by debt, inclusive of the proposed issuance, with the balance to be 
covered by general fund revenues and grants. Given the city's low direct debt 
and rapid principal amortization, the additional debt will not materially affect 
the long term liability burden.



The city participates in three closed single employer defined benefit pension 
plans for its fire, police and non-uniformed employees. The city's aggregate 
pension asset to liability ratio approximates 78% as of the most recent 
valuation, or 69% when adjusted by Fitch to assume a 6% investment rate of 
return. New public safety employees are contracted by the city but employed 
by the county and may participate in the state pension plan. All other non-
uniformed employees have the option to participate in a defined contribution 
plan.

Operating Performance
Given the city's relatively low revenue volatility, solid inherent budget flexibility 
and ample revenue raising ability, Fitch believes the city would be able to 
maintain reserves at a level consistent with a 'aaa' financial resilience 
assessment throughout economic cycles. The city ended fiscal 2016 with 
almost a $6 million net operating surplus after transfers (or approximately 6% 
of spending), bringing the unrestricted fund balance to $24 million or 26% of 
spending, in excess of its 10% unassigned reserve policy. Management 
estimates for fiscal 2017 indicate stable results.

The city has proactively sought measures to manage expenditures and 
improve its revenue diversity. In order to manage rising costs during the 
recession, the city reduced its workforce, froze hiring, and reduced wages, 
but still had four consecutive, sizable operating deficits. The city closed its 
pension plans and now offers a defined contribution plan to employees. The 
city has also outsourced certain city operations and recently modified 
healthcare benefits in order establish long-term cost savings. The city 
instituted new utility tax and raised various city fees to help offset some of 
revenues declines experienced in property and sales taxes. These measures, 
in combination with improving home values, tax base expansion and property 
tax rate increases helped the city to rebuild reserves to their current healthy 
levels.

The city hired a risk analysis manager and a budget analyst to improve 
budgetary accuracy and provide multi-year financial forecasting in order to 
better address and anticipate costs. The city also adopted more conservative 
reserve policy by raising the unassigned fund balance reserve policy from 5% 
to 10%, and established a separate 5% emergency fund that will be 



committed to help maintain city services in the event of a natural disaster or 
storm related event. In aggregate, these actions will help the city better 
monitor and manage budgetary needs.

The city's fiscal 2018 budget represents a less than 1% increase over the 
prior year's budget, with no change in the millage rate. The city experienced 
no significant damage to infrastructure or property as a result of Hurricane 
Irma. City estimates for damage and cleanup were estimated at $4 million for 
fiscal 2018. The city will cover the costs from its unassigned reserves, and 
plans to recoup a majority of its costs through FEMA reimbursements.
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in whole or in part is prohibited except by permission. All rights reserved. In 
issuing and maintaining its ratings and in making other reports (including 
forecast information), Fitch relies on factual information it receives from 
issuers and underwriters and from other sources Fitch believes to be 
credible. Fitch conducts a reasonable investigation of the factual information 
relied upon by it in accordance with its ratings methodology, and obtains 
reasonable verification of that information from independent sources, to the 
extent such sources are available for a given security or in a given 
jurisdiction. The manner of Fitch’s factual investigation and the scope of the 
third-party verification it obtains will vary depending on the nature of the rated 
security and its issuer, the requirements and practices in the jurisdiction in 
which the rated security is offered and sold and/or the issuer is located, the 
availability and nature of relevant public information, access to the 
management of the issuer and its advisers, the availability of pre-existing 
third-party verifications such as audit reports, agreed-upon procedures 
letters, appraisals, actuarial reports, engineering reports, legal opinions and 
other reports provided by third parties, the availability of independent and 
competent third- party verification sources with respect to the particular 
security or in the particular jurisdiction of the issuer, and a variety of other 
factors. Users of Fitch’s ratings and reports should understand that neither an 
enhanced factual investigation nor any third-party verification can ensure that 
all of the information Fitch relies on in connection with a rating or a report will 
be accurate and complete. Ultimately, the issuer and its advisers are 
responsible for the accuracy of the information they provide to Fitch and to 
the market in offering documents and other reports. In issuing its ratings and 
its reports, Fitch must rely on the work of experts, including independent 
auditors with respect to financial statements and attorneys with respect to 
legal and tax matters. Further, ratings and forecasts of financial and other 
information are inherently forward-looking and embody assumptions and 
predictions about future events that by their nature cannot be verified as 
facts. As a result, despite any verification of current facts, ratings and 
forecasts can be affected by future events or conditions that were not 
anticipated at the time a rating or forecast was issued or affirmed. 
The information in this report is provided “as is” without any representation or 
warranty of any kind, and Fitch does not represent or warrant that the report 
or any of its contents will meet any of the requirements of a recipient of the 
report. A Fitch rating is an opinion as to the creditworthiness of a security. 



This opinion and reports made by Fitch are based on established criteria and 
methodologies that Fitch is continuously evaluating and updating. Therefore, 
ratings and reports are the collective work product of Fitch and no individual, 
or group of individuals, is solely responsible for a rating or a report. The rating 
does not address the risk of loss due to risks other than credit risk, unless 
such risk is specifically mentioned. Fitch is not engaged in the offer or sale of 
any security. All Fitch reports have shared authorship. Individuals identified in 
a Fitch report were involved in, but are not solely responsible for, the opinions 
stated therein. The individuals are named for contact purposes only. A report 
providing a Fitch rating is neither a prospectus nor a substitute for the 
information assembled, verified and presented to investors by the issuer and 
its agents in connection with the sale of the securities. Ratings may be 
changed or withdrawn at any time for any reason in the sole discretion of 
Fitch. Fitch does not provide investment advice of any sort. Ratings are not a 
recommendation to buy, sell, or hold any security. Ratings do not comment 
on the adequacy of market price, the suitability of any security for a particular 
investor, or the tax-exempt nature or taxability of payments made in respect 
to any security. Fitch receives fees from issuers, insurers, guarantors, other 
obligors, and underwriters for rating securities. Such fees generally vary from 
US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In 
certain cases, Fitch will rate all or a number of issues issued by a particular 
issuer, or insured or guaranteed by a particular insurer or guarantor, for a 
single annual fee. Such fees are expected to vary from US$10,000 to 
US$1,500,000 (or the applicable currency equivalent). The assignment, 
publication, or dissemination of a rating by Fitch shall not constitute a consent 
by Fitch to use its name as an expert in connection with any registration 
statement filed under the United States securities laws, the Financial 
Services and Markets Act of 2000 of the United Kingdom, or the securities 
laws of any particular jurisdiction. Due to the relative efficiency of electronic 
publishing and distribution, Fitch research may be available to electronic 
subscribers up to three days earlier than to print subscribers. 
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia 
Pty Ltd holds an Australian financial services license (AFS license no. 
337123) which authorizes it to provide credit ratings to wholesale clients only. 
Credit ratings information published by Fitch is not intended to be used by 
persons who are retail clients within the meaning of the Corporations Act 
2001



Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange 
Commission as a Nationally Recognized Statistical Rating Organization (the 
"NRSRO"). While certain of the NRSRO’s credit rating subsidiaries are listed 
on Item 3 of Form NRSRO and as such are authorized to issue credit ratings 
on behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory), 
other credit rating subsidiaries are not listed on Form NRSRO (the "non-
NRSROs") and therefore credit ratings issued by those subsidiaries are not 
issued on behalf of the NRSRO. However, non-NRSRO personnel may 
participate in determining credit ratings issued by or on behalf of the NRSRO.

Solicitation Status

Fitch Ratings was paid to determine each credit rating announced in this 
Rating Action Commentary (RAC) by the obligatory being rated or the issuer, 
underwriter, depositor, or sponsor of the security or money market instrument 
being rated, except for the following:

Endorsement Policy - Fitch's approach to ratings endorsement so that 
ratings produced outside the EU may be used by regulated entities within the 
EU for regulatory purposes, pursuant to the terms of the EU Regulation with 
respect to credit rating agencies, can be found on the EU Regulatory 
Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement 
status of all International ratings is provided within the entity summary page 
for each rated entity and in the transaction detail pages for all structured 
finance transactions on the Fitch website. These disclosures are updated on 
a daily basis.


