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Summary:

Jesup Community School District, Iowa; General
Obligation

Credit Profile

US$13.9 mil GO sch bnds ser 2022 due 06/01/2042

Long Term Rating A/Stable New

Rating Action

S&P Global Ratings assigned its 'A' long-term rating to Jesup Community School District (CSD), Iowa's approximately

$13.9 million series 2022 general obligation (GO) bonds. The outlook is stable.

The district's unlimited-tax GO pledge secures the district's GO bonds. Bond proceeds will be used to build, furnish,

remodel, and renovate components of the kindergarten to 12th-grade facility.

Credit overview

The district has improved its reserves and financial performance since fiscal year (FY) 2017 due to the district's

implementation of a cash reserve levy. In FY 2016, the available fund balance was near zero, but strong surpluses in

years since have brought the district's available fund balance to approximately $2.3 million in fiscal 2021, or 20.3% of

general fund expenditures, which we consider very strong and in line with 'A' rated peers. Enrollment, which is a key

factor in determining the district's state aid, has been mostly steady, with a dip in 2019 that was fully recovered in

2020. We expect reserves to remain at very strong levels given that enrollment has been historically steady. As a

result, we anticipate rating stability over the outlook horizon.

The 'A' long-term rating further reflects our view of the district's:

• Adequate-to-good income levels and very strong market value per capita supported by participation in the

Waterloo-Cedar Falls area economy and access to the Cedar Rapids metropolitan area;

• Standard financial policies and practices under our financial management assessment methodology; and

• Low overall debt burden with rapid amortization and additional debt plans.

Environmental, social, and governance

We have analyzed the district's environmental, social, and governance risks and believe that they are credit neutral.

Stable Outlook

Upside scenario

We could take positive rating action if the district continues to exhibit strong financial performance and maintains its

available fund balance close to its 20% target, coupled with the adoption of more robust financial policies and
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procedures.

Downside scenario

We could take negative rating action should the district experience weakened budgetary performance on a sustained

basis, leading reserves to deteriorate below the district's solvency ratio target without timely replenishment.

Credit Opinion

Mostly residential and agricultural local economy with ongoing growth

Jesup CSD serves an estimated population of 5,172 in northeast Iowa, immediately east of Waterloo. The

approximately 136-square-mile district serves the City of Jesup and unincorporated portions of Black Hawk and

Buchanan counties and has seen stable-to-modest growth in its local population. The district's income and market

value levels compare favorably with 'A' rated peers.

The district is mostly residential (62% of TV) but also has a significant agricultural component (23%). Currently,

management is projecting continued modest increases in valuations in the upcoming years. Management reports a

60-unit housing construction is in development for completion in the next couple of years. In light of this and recent

valuation trends, we expect stability in the tax base.

Strong recent financial performance has boosted reserves to very strong levels

After nearly depleting its reserves in FY 2016, management implemented the cash reserve levy in FY 2017 to increase

revenues by roughly $780,000 at the time. Iowa school districts can levy to increase cash reserves up to 20% of

expenditures. This was the first time that the district had used its cash reserve levy in several years. Subsequently, the

district has seen its available fund balance increase substantially, reaching $2.3 million in fiscal 2021, or 20.7% of

general fund expenditures. Management expects the general fund operating result to be balanced in fiscal 2022 and is

budgeting for balanced operations in fiscal 2023. Management has a long-term available fund balance goal of about

20% and is in the process of identifying how to use the excess reserves. We expect reserves to continue to be very

strong.

Enrollment is a key driver of state education funding in Iowa. Increases or decreases in enrollment can lead to

increases or decreases, respectively, in revenue. State aid was 53% of the district's fiscal 2021 general fund budget,

which is in line with Iowa peers. Enrollment has been relatively stable in recent years, with expectations of continued

stability to modest increases. The district is a net gainer from open enrollment.

Standard financial management policies and practices

Management highlights include:

• A line-by-line approach to budgeting that draws from historical information in the formulation of revenue and

expenditure assumptions;

• Monthly reporting of expenditures that monitors year-to-date performance relative to prior years and an annual

financial health report that looks at historical trends in key measures;

• No long-term financial plan;
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• A long-term facility plan that consists of an assessment of the district's facilities, as well as recommended

improvements and projected costs, though it does not identify funding sources and is not updated annually;

• Formalized investment policy with rules around type of investments, maturity length, and reporting, though the

district does not currently have any investments;

• No formalized debt management policy;

• Cybersecurity practices that align with those of peers; and

• Long-term solvency ratio target of 5% to 10%, with a target of cash equal to 25% of expenditures; the district is

currently in compliance with both targets.

Moderate but manageable debt burden with additional debt plans

The district has preliminary plans to issue additional debt over the next two to three years to support ongoing facility

projects, but a par amount is not estimated at this time. We expect that carrying charges will remain moderate and that

the new debt profile will remain manageable over the outlook horizon.

Well-funded pension plan does not represent a medium-term credit pressure

The district participates in the Iowa Public Employees' Retirement System (IPERS), a multiple-employer,

defined-benefit pension plan, which is well funded at 100.8% (as of June 30, 2021), with a district proportionate share

of the plan's net pension asset of $300,000.

Total contributions to IPERS exceeded our static and minimum funding progress metrics in 2021. Some key risks

include a 7.0% investment rate of return assumption that indicates some exposure to cost acceleration due to market

volatility, and an amortization method that defers contributions through a lengthy, 25-year closed amortization period

based on a level 3.25% payroll growth assumption. While these factors introduce some long-term risk of funding

volatility, overall, we think pension and OPEB contributions are unlikely to pressure the district's medium-term

operational health.

Although the district funds its OPEBs on a pay-as-you-go basis, exposing it to potential cost acceleration, we expect

that medium-term costs will remain only a small share of total spending and therefore not a significant budgetary

pressure.

Jesup Community School District Key Credit Metrics

Characterization Most recent Historical information

2021 2020 2019

Economic indicators

Population 5,172 5,120

Median household EBI as % of U.S. Good 106 103

Per capita EBI as % of U.S. Adequate 90 88

Market value ($000s) 526,577 479,044 522,499 517,045

Market value per capita ($) Extremely strong 101,813 92,623 101,025 100,985

Top 10 taxpayers as % of taxable value Very diverse 6.5 5.6 5.6 5.5

Financial indicators

Total available reserves ($000s) 2,261 1,994 1,144
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Jesup Community School District Key Credit Metrics (cont.)

Characterization Most recent Historical information

2021 2020 2019

Available reserves as % of operating expenditures Very strong 20.8 19.8 11.5

Total government cash as % of governmental funds expenditures 53.8 46.7 38.7

Operating fund result as % of expenditures 1.5 8.1 8.7

Financial management assessment Standard

Enrollment 984 971 1,001 966

Debt and long-term liabilities

Overall net debt as % of market value Moderate 4.2 2.0 2.0 2.0

Overall net debt per capita ($) Moderate 4,276 1,814 1,985 2,057

Debt service as % of governmental funds noncapital expenditures Moderate 8.2 9.9 9.9

Direct debt 10-year amortization (%) Average 54 100 100 92

Required pension contribution as % of governmental funds expenditures 5.3 5.4 5.6

OPEB actual contribution as % of governmental funds expenditures 0.1 0.5 0.1

Minimum funding progress, largest pension plan (%) 117.3 84.8 87.4

EBI--Effective buying income. OPEB--Other postemployment benefits.

Related Research

• Criteria Guidance: Assessing U.S. Public Finance Pension And Other Postemployment Obligations For GO Debt,

Local Government GO Ratings, And State Ratings, Oct. 7, 2019

• Through The ESG Lens 3.0: The Intersection Of ESG Credit Factors And U.S. Public Finance Credit Factors, March

2, 2022

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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