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Credit Profile

US$24.65 mil GO rfdg bnds ser 2017 due 03/01/2029

Long Term Rating AAA/Stable New

Clayton Sch Dist GO

Long Term Rating AAA/Stable Affirmed

Rationale

S&P Global Ratings assigned its 'AAA' rating and stable outlook to Clayton School District, Mo's series 2017 general

obligation (GO) refunding bonds. We also affirmed our 'AAA' rating on the district's outstanding GO bonds.

The rating reflects our view of the district's:

• Participation in the diverse St. Louis metropolitan area economy;

• Very strong income levels with an extremely strong market value per capita;

• Very strong financial reserves; and

• Low to moderate overall debt burden.

The series 2017 bonds are GOs of the district payable from unlimited ad valorem property taxes. The district will use

bond proceeds to refund prior GO debt for savings.

Economy

Clayton is an affluent St. Louis suburb and the seat for St. Louis County. The district serves a population of 18,743

residing primarily in the city of Clayton, which is about 10 miles west of downtown St. Louis. The district's enrollment

is between 2,500 and 2,700, and management expects enrollment to remain stable.

About 43% of the district's assessed valuation (AV) is made up of commercial properties, including 7 million square

feet of office space in downtown Clayton and the upscale Saint Louis Galleria shopping mall in Richmond Heights.

Median household effective buying income (EBI) is, in our view, very strong at 148% of the national level. Per capita

EBI is very strong as well, in our opinion, at 160% of national levels. Market value grew 12.3% from fiscals 2017-2018

and stands at $4.9 billion, or an extremely strong $259,708 per capita.

Local sources, which consist mostly of property taxes, make up more than 90% of the district's total operating revenue.

The district is subject to a property tax levy cap equal to the lesser of 5% and the rate of inflation, with an additional

levy allowed for new construction. Due to rising costs outpacing revenues, the district may schedule a tax increase

referendum in the next two years. The district was successful in securing voter approval for tax increases in 2003,

1988, and 1980.
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Finances

In fiscal 2015, the district reported an operating surplus of $1.6 million for the combined general and teachers' funds. In

fiscal 2016, however, the district reported an operating deficit of approximately $931,000, or 2% of expenditures.

Despite the deficit, the district's combined general fund and teachers' fund reserves totaled $20.3 million after transfers,

which we believe is a very strong 43% of operating expenditures. Management expects a $3.8 million deficit for the

combined funds in fiscal 2017 and an additional $6.1 million deficit in fiscal 2018. However, based on year-to-date

results, officials expect the fiscal 2018 results to come in about $2 million higher than budgeted. With expected draws

of approximately $8 million over the next two fiscal years, available reserves could drop to about 25% of budgeted

2018 expenditures; however, these levels would still support the current rating. In our opinion, the very strong current

reserves will provide the necessary liquidity until the district can align revenues with expenditures through a tax

ratification election. The district expects the planned tax increase to balance the budget going forward.

Management

Clayton School District's financial management practices are considered "good" under S&P Global Rating's Financial

Management Assessment. This indicates that the district's financial practices are good but not comprehensive. The

district typically uses 10 years of historical data with some input from outside sources when formulating its revenue

and expenditure assumptions. Management provides monthly updates to the board on budget-to-actual performance

with amendments done as necessary. The district provides its board with rolling five-year financial projections. It

maintains a limited capital improvement plan that focuses mainly on replacement of maintenance items over 10 years.

The investment policy mirrors the state's with monthly reporting on holdings and returns. Although the district does

not have a formal fund balance policy, management's goal is to maintain operating cash at 18% or more of

expenditures at the end of each fiscal year.

Debt and other post-employment-benefits

The district's overall debt burden, including its share of the city's and county's overlapping debt, is at a level that we

consider low at 1.9% of market value and a moderate $4,905 per capita. Debt service carrying charges were a

moderate 14% of total governmental funds expenditures less capital outlays in fiscal 2016. Amortization is

above-average, with 69% of debt scheduled to mature in 10 years and 100% by March 1, 2030. The district does not

intend to issue any additional debt in the next two years.

The district's employees are covered by the state-sponsored Public School Retirement System and Public Education

Employee Retirement System, to which the district pays its full required contribution each year. In fiscal 2016, pension

costs totaled about 7.9% of total governmental funds expenditures. The district allows retirees to participate in its

health insurance plan at their own expense, which gives rise to an implicit rate subsidy.

Outlook

The stable outlook reflects our opinion that Clayton School District's very high reserves, despite additional planned

drawdowns, provide the necessary liquidity as it takes steps to align revenues with expenditures. The district's high

wealth levels and participation in the diverse economy of the St. Louis metropolitan area further supports the rating.

For these reasons, we do not expect the rating to change within a two-year time frame.
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All else remaining equal, we could lower the rating if voters in the district are unwilling to pass tax ratification, causing

the district's reserves to drop below a level commensurate to its peers at 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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