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Summary:

St. Louis County R-6 School District (Rockwood),
Missouri; General Obligation

Credit Profile

US$27.75 mil GO rfdg bnds ser 2017 due 02/01/2023

Long Term Rating AAA/Stable New

St. Louis Cnty R-6 Sch Dist (Rockwood) GO

Long Term Rating AAA/Stable Affirmed

St. Louis Cnty R-6 Sch Dist (Rockwood) GO

Unenhanced Rating AAA(SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance.

Rationale

S&P Global Ratings assigned its 'AAA' rating and stable outlook to St. Louis County R-6 School District (Rockwood),

Mo.'s series 2017 general obligation (GO) refunding bonds and affirmed its 'AAA' rating, with a stable outlook, on the

district's existing GO debt.

The rating reflects our opinion of the district's:

• Participation in the broad and diverse St. Louis metropolitan statistical area (MSA) economy;

• Very strong income and extremely strong market value per capita;

• Very strong finances, supported by good financial management policies under our Financial Management

Assessment (FMA) methodology; and

• Low-to-moderate overall net debt with rapid direct debt amortization.

The district's unlimited-tax-GO pledge secures the bonds.

The district plans to use series 2017 bond proceeds to advance refund a portion of its series 2010B bonds.

Economy

St. Louis County R-6 School District (Rockwood) serves an estimated population of 121,127. Median household and

per capita effective buying incomes in the district are very strong at 170% and 161%, respectively, of national levels.

Estimated market value totals $16.9 billion in fiscal 2018, which we consider extremely strong at $139,911 per capita.

Assessed value (AV) grew by 10.3% since fiscal 2016 to $3.75 billion in fiscal 2018. Roughly 4.1% of AV comes from

the 10 leading taxpayers, representing a very diverse tax base.

The roughly 150-square-mile district is in western St. Louis County, where it covers all or portions of 20 communities,

including Ballwin, Chesterfield, Ellisville, Eureka, Fenton, Manchester, and Wildwood. District residents have access to

employment opportunities in the diverse St. Louis MSA economy. Leading district employers include:
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• St. Louis County R-6 School District (Rockwood) (3,369 employees);

• Six Flags (3,091), an amusement park;

• Maritz (1,700), sales and marketing; and

• St. Clare Health Care Center (1,100).

AV increased by 15% from fiscal years 2015-2018. Management partially attributes the AV increase to new

construction and the reassessment for fiscal 2017. Officials expect AV to continue to grow with roughly 2,300 new

homes set for construction over the next five years. While management expects at least 3% growth annually for AV in

reassessment years, it assumes 1% for nonreassessment years.

For the 2017-2018 school year, student enrollment is 20,861. Enrollment decreased overall from 2013-2017. However,

student enrollment has remained near 21,000 for the past few years. We expect there will be modest enrollment

increases through the 2021 school year based on the construction of multiple residential developments in the district.

Finances

Available fund balance of $54.3 million (which consists of the combined general and special revenue funds) was very

strong, in our view, at 23% of the combined funds' expenditures at fiscal year-end June 30, 2016. The district reported

a surplus operating result of 0.7% of expenditures in fiscal 2016.

A mix of local property taxes and state aid mostly supports funding for Missouri school districts. Average daily

attendance sets basic state aid funding, which is then reduced by a local effort in the form of a look-back tax levy. The

district can increase the annual tax levy by the lesser of inflation or 5%--not accounting for new construction, which is

separately fully realized in the levy--as long as the resulting tax rate remains below the maximum voter-approved

amount.

In our opinion, the district maintains very strong finances, represented by the combined general and teachers' funds.

The district expects to end fiscal 2017 with roughly 22% of expenditures in the combined teachers' and general funds,

complying with its current policy of 18% of operating expenditures. For fiscal 2018, the budget shows expenditures in

the combined general and teachers' funds slightly exceeding combined revenue for those funds. However, by fiscal

year-end, reserves are expected to increase. Recent enrollment increases and an effort to reduce class sizes at certain

grade levels led to additional staffing in 2017. However, officials expect additional property tax base growth to cover

staffing cost increases.

Looking beyond fiscal 2018, there are no plans to reduce fund balance. In addition, management expects to continue

to offset expenditure increases with increased property tax revenue from ongoing developments. Due to

management's record of long-term financial planning and managing the budget during periods of general fund

drawdowns and state-funding uncertainty, we believe the district will likely maintain its very strong finances during the

outlook period. The district's leading general fund revenue sources in fiscal 2016 were property taxes (54%), other

local revenue (25%), and state aid (16%).

Management

We consider the district's management practices good under our FMA methodology, indicating financial practices

exist in most areas but that governance officials might not formalize or monitor all of them on a regular basis.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 22, 2017   3

1954769 | 301007151

Summary: St. Louis County R-6 School District (Rockwood), Missouri; General Obligation



Highlights include management's:

• Budget assumptions that incorporate three years of historical data;

• Monthly budget monitoring and reporting to the school board;

• Annual preparation of multiyear financial projections; and

• Formal fund balance policy of 18% of expenditures for cash purposes, as well as an additional 4% stabilization fund.

However, we understand that management does not provide routine investment reports to the board and that it does

not have a rolling five-year capital plan or debt-management policy.

Debt

Overall net debt is low, in our opinion, at 1.2% of market value, or $1,947 per capita. Amortization is rapid, with 82% of

the district's direct debt scheduled to be retired within 10 years. Debt service carrying charges were 9.2% of

total-governmental-fund expenditures, excluding capital outlay, in fiscal 2016, which we consider moderate.

The district intends to issue the first installment of an April 2017, $95.5 million bond authorization during spring 2018

to fund a new elementary school, additional classrooms, and a science-technology-engineering-and-mathematics

addition at one of its high schools.

Pension and other-postemployment-benefit liabilities

In fiscal 2016, the district paid its full required contribution of $19.9 million, or 6.7% of total governmental

expenditures, to its pension obligations. The district also contributed $2.6 million, or 0.9% of total governmental

expenditures, to its other-postemployment-benefit (OPEB) obligation in fiscal 2016. The combined pension and OPEB

carrying charges totaled 7.6% of total-governmental-fund expenditures in fiscal 2016.

The district contributes to the Missouri Public School Retirement System (PSRS) and the Missouri Public Education

Employees' Retirement System (PEERS), both of which are cost-sharing, multiemployer, defined-benefit pension plans.

Missouri's PSRS and PEERS plans are 86% and 88% funded, respectively. The district made its required annual

contribution to these plans. It also provides OPEB to certain eligible employees on a pay-as-you-go basis. In fiscal

2016, the district made $2.6 million in OPEB contributions. At July 1, 2015, the district had an OPEB unfunded

actuarially accrued liability of $53.4 million.

Rating above the sovereign

The district's GO bonds are eligible to be rated above the sovereign because we believe the district can maintain better

credit characteristics than the nation in a stress scenario. The institutional framework in the U.S. is predictable with

significant state autonomy and flexibility demonstrated by serial bond amortization, as well as independent treasury

management. Also, the U.S. federal government does not have any history of intervention in a school district's revenue

generation or treasury operations. For these reasons, we believe the district would maintain the ability to collect

property tax revenue and state aid despite a sovereign default. Moreover, what we consider the district's very strong

general fund balance as a percent of expenditures demonstrates its financial flexibility.
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Outlook

The stable outlook reflects S&P Global Ratings' opinion that the district will likely maintain its very strong reserves. We

do not expect to change the rating during the outlook's two-year period. We believe the district's participation in the

broad and diverse St. Louis MSA provides additional stability.

Downside scenario

We could lower the rating if reserves were to deteriorate significantly, or if economic conditions were to weaken to a

point where we would no longer consider the rating commensurate with the current rating level.

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,

have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such criteria.

Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings information is

available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating action can be found

on the S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the

left column.
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