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Credit Profile

US$12.5 mil GO bnds ser 2019 due 03/01/2039

Long Term Rating AA+/Stable New

Webster Groves Sch Dist GO

Long Term Rating AA+/Stable Affirmed

Rationale

S&P Global Ratings assigned its 'AA+' rating to Webster Groves School District, Mo.'s series 2019 general obligation

(GO) bonds. At the same time, we affirmed our 'AA+' rating on the district's existing GO debt. The outlook is stable.

Webster Groves is an affluent community just to the west of downtown St. Louis. The district maintains very strong

fund balances, partly to due to the stable tax base, but also due to financial management practices that we consider

good. Given its desirable location in the St. Louis metro area, consistent financial results, as a manageable debt burden,

we do not expect any credit deterioration in the near term.

The rating reflects our view of the district's:

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

• Very strong incomes and extremely strong market value per capita:

• Strong financial reserves, albeit on a cash basis of accounting, supported by good management practices; and

• Low-moderate debt burden.

The bonds are secured by an unlimited-ad valorem tax applicable to all eligible property within the district's

boundaries. The district expects to use the bond proceeds to make renovations to a middle school and convert a

building into an elementary school.

Economy

Located approximately 10 miles from downtown St. Louis, the district encompasses 10 square miles in St. Louis

County. The district serves a little more than 32,000 residents, and currently has 4,554 students enrolled. Enrollment

has been stable in the district over the past seven years, although the district has seen year to year fluctuations ranging

from -3% in 2014 to a 3.4% increase the following year. Enrollment decreased in 2019, but officials noted that they

expect modest growth of less than 1%, due to older families leaving the district and younger families coming in.

The tax base is primarily residential, with some redevelopment occurring, but given the age of the community, officials

state that there is virtually no new land available for development. There is a significant redevelopment at a former
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YCMA site, but officials state that the development has seen slower progress than expected, but given its size, it will

not have a large impact on the overall tax base.

Residents in the community have access to a variety of opportunities throughout St. Louis, and that is reflected in the

high incomes in the district. Median household and per capita effective buying incomes are very strong in our view, at

146% and 163% of national averages, respectively. The district's strong home values are reflected in the 2018

estimated market value of $3.6 billion, which we consider extremely strong at $112,198 per capita. Market value

continues to steadily increase in the district, with assessed value increasing nearly 16% in 2018 since 2015. Officials

have received preliminary values for 2019 and are expecting a substantial increase in AV. In the future officials expect

AV to continue to increase steadily, and have adopted an increase of 0.5% in non-assessment years and 2.5% in

assessment years in the budget assumptions, an estimate management states is conservative given that one

tax-increment finance district is set to expire in 2021. The residential nature of the district is reflected in the taxpayer

concentration as 4.9% of assessed value comes from the 10 largest taxpayers.

We note that the Webster Groves population has remained stable, despite a general population decrease in the St.

Louis area. Its market value per capital and income metrics suggest that the local economy is stable, and given the

recent history of growth, we do not expect a change to local economy, barring a larger regional or national economic

downturn.

Finances

The district maintains very stable financial operations and has reported surpluses very year since fiscal 2011.

Management attributes the strong financial performance to growing revenues from its tax base, as well as a

conservative approach to expenditures. Officials also budget conservatively with regard to tax base growth and other

revenue sources. Although reserves are accounted for on a cash basis of accounting, we view the large reserves as

providing the district with significant budgetary flexibility in the event of an economic recession or any unexpected

one time expenditures.

As of fiscal 2018, the district has cash reserves of $26 million (general and special revenue funds), which we consider

strong on a cash basis of accounting at 45.5% of the combined funds' expenditures at fiscal year-end (June 30) 2017.

The district reported a surplus operating result of 5.2% of expenditures in 2018. This follows a significant surplus of

$3.4 million in 2017, continuing the recent surpluses trend.

For fiscal 2019, the district has adopted a balanced budget. Given the historical growth assumptions, officials expect a

$1.5 million surplus in 2019. In fiscal 2020, officials are expecting to adopt a deficit budget of $500,000, but expect

another $1.5 million surplus. Officials do not expect to increase reserves much further after 2020, as they feel reserves

are sufficient to manage any cash flow considerations throughout the year.

Funding for Missouri school districts is driven mostly by a mix of local property taxes and state aid. Basic state aid

funding is set by average daily attendance, and 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. Given the district's stable enrollment, we view the district's finances as very stable.
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Management

We consider the district's management practices good under our Financial Management Assessment methodology,

indicating financial practices exist in most areas, but that governance officials might not formalize or monitor all of

them on a regular basis.

The district formulates its revenue and expenditure assumptions using a combination of historical trends and internal

and external data sources. It updates its board on budget-to-actual performance monthly with the ability to do budget

amendments as needed with monthly updates on holdings and returns. The district maintains three-year rolling

financial projections. Its investment policy follows the state guidelines with monthly updates on holdings and returns.

It also maintains an informal fund balance policy that requires it to maintain reserves at a minimum of 12% of

expenditures for contingency purposes. The district has a 10-year facilities replacement plan that is very detailed and

describes individual items slated for improvement at various buildings across the district.

Debt

At 2.2% of market value, we consider overall net debt as low, and at $2,245 on a per capita basis, we view it as

moderate. With 63% of the district's direct debt scheduled to be retired within 10 years, amortization is fairly rapid.

Debt service carrying charges were 8.1% of total governmental fund expenditures excluding capital outlay in fiscal

2017, which we consider moderate.

Voters authorized $22 million in new bond funds on April 2, 2019, with over 77% of voters approving the measure.

After the current issuance, the district expects to issue the remaining $10 million in authorized but unissued debt in

two to three years. Officials stated that aside from small capital leases, the district is not party to any privately placed

debt.

Pension and other postemployment benefit liabilities

The district paid its full required contribution of $4.8 million toward its pension obligations in fiscal 2017, or 7.9% of

total governmental expenditures.

The district contributes to the Public School Retirement System of Missouri (84% funded) and the Public Education

Employee Retirement System of Missouri (85.8% funded), both cost-sharing, multiple-employer, defined-benefit

pension plans. In accordance with state statutes, the district pays no portion of retiree health care premiums, but

allows its employees to stay on its health insurance plan after retirement and continue paying active premium rates.

Outlook

The stable outlook reflects our view of the district's stable economy, strong reserves, and good financial management

practices, which should allow the district to navigate any near term challenges. Given the above, we do not expect to

change the rating within our two-year outlook window.

Upside scenario

If the district's income metrics, and total market value increase to levels commensurate with higher rated districts, we

may raise the rating.
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Downside scenario

If the district's financial reserves deteriorate because the district has developed a structural imbalance, we may lower

the rating.

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