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Summary:

Logan-Magnolia Community School District,
Iowa; General Obligation

Credit Profile

US$8.8 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 Logan-Magnolia Community School District (CSD), Iowa's

anticipated $8.8 million series 2022 general obligation (GO) school bonds. The outlook is stable.

Revenue from unlimited ad valorem taxes levied on taxable property in the district secures the GO bonds. Series 2022

bond proceeds will pay for classroom additions and improvements to the elementary and high school facility, and for

the construction of a new gymnasium. The total project cost is $12.5 million with $2.2 million from accumulated funds

from their capital funds and a subsequent $1.5 million in school infrastructure sales, services, and use tax revenue bond

proceeds providing the remaining financing.

Credit overview

Logan-Magnolia CSD is a rural community that has access to employment opportunities in nearby Council Bluffs and

Omaha. Enrollment has fluctuated and overall fell 4% during the past five years. While this can put downward pressure

on revenue, the district has largely maintained stable financial operations and very strong reserves the past three fiscal

years. Officials anticipate enrollment will remain stable and its budget will benefit from retirements, which will allow

for balanced operations in 2022 and going into fiscal 2023. Voters approved the bonds in 2022 after several failed

attempts, but the district's overall debt burden will increase but remain manageable as its outstanding 2012 bonds

mature in 2023. Apart from the planned sales tax bonds, the district has no additional debt plans. Maintaining fiscal

stability in what could be a stagnant revenue climate is a long-term credit consideration.

The 'A' rating reflects our assessment of the district's creditworthiness, specifically its:

• Stable but limited agriculture-based local economy with good to adequate incomes, and strong market value per

capita;

• Overall stable financial operations and very strong reserves, with a surplus expected in 2021 and essentially

breakeven operations in 2022;

• Standard financial management policies and practices; and

• Moderate debt burden with limited future capital needs.
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Environmental, social, and governance

We analyzed the district's environmental, social, and governance (ESG) risk factors within the context of our criteria

and consider the district's ESG risks credit neutral, overall. The district's outdoor sports complex is partially in a flood

plain but there are no permanent structures or equipment located in the flood plain that would be vulnerable to flood

damage. The area is subject to episodic instances of extreme wind events such as derechos. The new gymnasium

being built with bond proceeds will be reinforced to withstand extreme wind events and provide safe shelter during

such events.

Stable Outlook

Upside scenario

We could raise the rating with a continued trend of at least balanced operations or a strengthening of financial

management policies and practices, coupled with the maintenance of very strong reserves and a moderate debt

burden.

Downside scenario

We could lower the rating if the district's financial profile deteriorates due to deficits causing reserves to fall to

adequate, or nominally low, levels.

Credit Opinion

Mostly agricultural and limited local economy

Logan-Magnolia is a rural school district in western Iowa. The district is the largest employer in the district but there

are numerous smaller businesses within its service area. While the local economy lacks significant depth and diversity

beyond agriculture and small employers, residents can commute to Council Bluffs and Omaha. Officials report no

major developments, and thus we expect no material changes in the district's economic metrics during the next two

years.

Overall, the district's tax base is primarily residential (59%) and agricultural (31%) and very diverse with overall steady

growth leading up to a current market value of $331 million and taxable value of $223 million for valuation year 2021.

Balanced budget with plans to maintain very strong reserve levels

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

corresponding increases or decreases in revenue. Total served enrollment was 637 in October 2021 and fell a net 4%

during the past five years. The district is a net gainer in open enrollment, which officials attribute to the quality of

education and overall stability of their district. Management expects enrollment to remain stable. The district is heavily

reliant on state aid, with it accounting for 55% of general fund revenue in 2020, followed by property taxes at 28%.

The district's financial operations have been steady and reserves have remained very strong for the past four fiscal

years. Reserves have been generally in the range of 17-19% of expenditures and generally in line with its informal

target. Outside the general fund, the district has $1.9 million in its capital projects fund. Officials plan to use reserves in

the capital projects fund to augment bond proceeds, but have no plans to draw down general fund reserves. For fiscal
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2021, officials expect to report a $282,000 surplus and essentially breakeven results for 2022 and for the upcoming

2023 budget. The district received $402,000 in federal stimulus funds with $237,000 remaining to be used in 2023.

Standard financial policies and practices under our Financial Management Assessment methodology

Management has cyber-mitigation measures in place and has not had any issues with data breaches.

The district uses historic and external sources of information when constructing the budget. After the budget is

adopted, the board receives monthly reports. The reports are detailed but focus exclusively on expenditures. While the

district has an investment policy, and cash balances are monitored monthly, investments are primarily disclosed in the

audit. It lacks a formalized long-term financial plan, but regularly updates a five-year list of necessary capital projects.

The district does not have a formal debt management policy or reserve policy. However, officials have an informal

solvency target equal to 12-15% to which they have historically adhered.

Moderate debt burden with limited new-money debt plans

The series 2022 bonds will be essentially the only GO debt outstanding post-issuance. The district plans to privately

place $1.5 million in school infrastructure sales, services, and use tax revenue bonds likely in 2023. Debt service

carrying charges are projected to be low at roughly 6% of expenditures.

Pension and other postemployment benefits (OPEB) costs remain manageable

The district's pension and OPEB costs are modest as a share of total spending. They are not likely to accelerate

significantly in the medium term, especially due to the pension plan's strong funding level.

The district participates in the following pension and OPEB plans:

• Iowa Public Employees' Retirement System (IPERS): 101% funded (as of June 30, 2021).

• An implicit rate subsidy arising from retirees staying on the district's health plan while paying active premium rates.

• State statute sets IPERS contributions, and the amounts equal required contributions for each of the past three fiscal

years. We expect the district's pension costs will remain manageable.

Although the district funds its OPEB 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.

Logan-Magnolia Community School District, Iowa: Key Credit Metrics

Characterization Most recent Historical information

2020 2019 2018

Economic indicators

Population 3,069 3,041 3,019

Median household EBI % of U.S. Good 103 104 105

Per capita EBI % of U.S. Adequate 90 90 89

Market value ($000) 331,384 322,300 318,152 320,422

Market value per capita ($) Extremely strong 107,978 105,018 104,621 106,135

Top 10 taxpayers % of taxable value Very diverse 11.4 11.2 14.8 11.8

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MAY 11, 2022   4

Summary: Logan-Magnolia Community School District, Iowa; General Obligation



Logan-Magnolia Community School District, Iowa: Key Credit Metrics (cont.)

Characterization Most recent Historical information

2020 2019 2018

Financial indicators

Total available reserves ($000) 1,438 1,222 1,282 1,330

Available reserves % of operating expenditures Strong 19.3 16.9 18.5 19.3

Total government cash % of governmental fund

expenditures

63.0 53.5 59.5 56.8

Operating fund result % of expenditures (1.0) (0.7) 0.1

Financial Management Assessment

Enrollment 637 618 644 646

Debt and long-term liabilities

Overall net debt % of market value Moderate 3.6 0.8 0.9 0.9

Overall net debt per capita ($) Moderate 3,899 883 959 1,001

Debt service % of governmental fund noncapital

expenditures

Low 1.7 2.5 2.6 2.6

Direct debt 10-year amortization (%) Slower than average 40 100 100 100

Required pension contribution % of governmental

fund expenditures

0.0 5.1 5.2 4.8

OPEB actual contribution % of governmental fund

expenditures

0.0 0.0 0.0 0.0

Minimum funding progress, largest pension plan (%) 117.3 84.8 87.4 79.8

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

Related Research

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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