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Summary
West Delaware County Community School District, IA's (Aa3 issuer and GO, A1 special tax)
credit profile benefits from solid resident income levels and strong wealth (full value per
capita). Located 50 miles east of Waterloo, IA (Aa2), the district's local economy is mainly
concentrated in agriculture and manufacturing. The district has seen modestly declining
enrollment trends, and this is expected to continue in the near term. The district benefits
from a solid financial position, with ample revenue rasing flexibility. Additionally, leverage
is elevated, given the recent issuance of $20 million in voter approved GO debt in fiscal
2021 and an upcoming issuance of $15 million in Sales, Service and Use revenue debt. Going
forward the district has no additional borrowing needs. Fixed costs are modest, but will grow
to high given issuances.

Credit strengths

» Solid financial operations with ample levying flexibility

» Solid resident income and string wealth levels (full value per capita)

Credit challenges

» High overall leverage and fixed costs

» Declining enrollment trend

Rating outlook
Moody's does not usually assign outlooks to local governments with this amount of debt.

Factors that could lead to an upgrade

» Significant decline in total leverage

» Growth in reserve levels

» Strengthening of resident income or positive enrollment trends

» Increased debt service coverage levels (special tax)

Factors that could lead to a downgrade

» Growth in leverage beyond near term expectations

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1331348
https://www.moodys.com/credit-ratings/West-Delaware-Cty-Community-SD-IA-credit-rating-800042017/summary
https://www.moodys.com/credit-ratings/Waterloo-City-of-IA-credit-rating-600006130/summary


MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

» Decline of financial reserves and liquidity

» Weakening of resident income and wealth levels (full value per capita)

» Declining debt service coverage levels (special tax)

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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Key indicators

Exhibit 1

West Delaware County Community S.D., IA

2018 2019 2020 2021 Aa Medians
Economy
Resident income 108.1% 106.7% 106.0% N/A 112.2%
Full value ($000) $1,024,764 $991,259 $1,003,841 $1,056,434 $3,864,784
Population 9,095 9,486 9,463 N/A 31,619
Full value per capita $112,673 $104,497 $106,081 N/A $115,171
Enrollment 1,452 1,466 1,440 1,395 4,288
Enrollment trend -1.1% -0.9% -0.9% -1.3% 0.1%
Financial performance
Operating revenue ($000) $17,419 $17,328 $17,654 $18,018 $71,385
Available fund balance ($000) $4,823 $4,627 $4,162 $3,113 $18,076
Net cash ($000) $5,539 $5,377 $5,345 $4,264 $21,642
Available fund balance ratio 27.7% 26.7% 23.6% 17.3% 26.8%
Net cash ratio 31.8% 31.0% 30.3% 23.7% 31.5%
Leverage
Debt ($000) $4,330 $3,925 $3,205 $2,365 $51,433
ANPL ($000) $31,205 $28,730 $33,264 $43,257 $111,819
OPEB ($000) $2,181 $2,306 $2,111 $2,119 $10,587
Long-term liabilities ratio 216.5% 201.8% 218.5% 265.0% 317.0%
Implied debt service ($000) $351 $319 $286 $230 $3,485
Pension tread water ($000) $1,130 $1,070 $1,009 $1,115 $2,924
OPEB contributions ($000) $142 $143 $130 $135 $368
Fixed-costs ratio 9.3% 8.8% 8.1% 8.2% 11.5%

For definitions of the metrics in the table above please refer to the US K-12 Public School Districts Methodology or see the Glossary in the Appendix below. Metrics represented as N/A
indicate the data were not available at the time of publication. The medians come from our most recently published K12 Median Report.
Sources: US Census Bureau, West Delaware Cty Community S.D., IA’s financial statements and Moody’s Investors Service

Profile
West Delaware County Community School District, IA is situated in Delaware County (Aa2), located approximately 50 miles east from
Waterloo and 40 miles west of Dubuque (Aa3). As of fiscal 2020, the district provided pre-kindergarten to twelfth grade education to
just under 1,400 students and serves a population of around 9,400.

Detailed credit considerations
Economy; agriculture and manufacturing based economy with solid resident income, declining enrollment trends
Though mainly concentrated in agriculture and manufacturing, the district’s local economy will continue to benefit from modest
ongoing economic development and healthy resident income and wealth (full value per capita). The district’s tax base is dominated
by residential (54%) and agricultural properties (19%), with a moderate commercial presence (10%). The district's largest local
employers are Extide Technologies, manufacturer of wholesale batteries (499), Regional Medical Center (499) and Collins Aerospace,
manufacturer of aircraft components (249). As of April 2022, Delaware County's unemployment rate at 1.9% was below both the state
(2.2%) and the nation (3.3%). The district has solid resident incomes equal to 106% of the national median. Wealth reflected in full
value per capita is strong at $112,000.

Population has been relatively stable over the last 10 years, and is currently estimated at just over 9,400. Enrollment has been declining
for consecutive years, however actual student number losses have been modest, ranging from 5 to 30 student losses annually. The
three year average enrollment trend is a negative 1.7% (2019-2021). Most recently, enrollment saw a decline of 5 students, from fiscal
2021 to fiscal 2022. Management reported they are working on marketing the district to improve enrollment. Additionally, the district
added several vocational apprenticeship programs to their curriculum to attract more students. Management projects that enrollment
will continue to modestly decline in the near-term.
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Financial operations; solid financial position, with ample levying flexibility
The district's financial position will remain solid, despite planned spend downs, due to its ample untapped levying flexibility and
additional liquidity in other funds. For fiscal 2021, the general fund declined by $889,000, brining the available fund balance of $2.3
million or 14% of revenue. The reserve decline was a planned spend down to stay more in line with its informal fund balance policy
(10% to 15% of expenditures), and was used mainly for equipment and curriculum purchases. Across operating funds (general, debt
service, management) the district ended with an available fund balance of $3.1 million, or 17% of revenues. For fiscal 2022, the district
anticipates a $400,000 to $500,000 decline in the general fund, to finance capital projects, and bring fund balance more in line with
it's policy. Fiscal 2023 reflects balanced operations, however the district may draw down fund balance again to stay in line with its
policy. The district received a total of $1.8 million in ESSER funding for the pandemic, of which $1.1 million is remaining and allocated
for a variety of curriculum enhancements, and additional staffing.

State aid is the district’s largest revenue source at 51% of operating revenue as of fiscal 2021, followed by property tax at 39%.
Favorably, the state increased per pupil spending by 2.5% for fiscal 2023. The district receives additional revenue from its share of
the 1% school infrastructure sales taxes distributed by the state. These funds can be used to support school infrastructure, capital
projects, and debt service. Going forward these monies will be used to first to pay debt service on the Series 2022 bonds, after which
the remaining funds can be used for infrastructure and capital projects. The district’s per pupil share of sales tax revenue totaled $1.6
million in fiscal 2021.

The district has ample additional levying flexibility. Management does not plan to utilize the cash reserve levy in the near term to
bolster its reserves, however could generate around $1.3 million in additional revenues if fully utilized, and another $260,000 in
property taxes from its general fund levy. The district is currently levying $2.30 per thousand of assessed valuation for its debt service
levy, however could levy up to $2.70, which would generate around $1.1 million of additional revenue, which could be used to retire
outstanding debt.

Liquidity
Total operating net cash is healthy at $4.3 million, or 24% of fiscal 2021 operating revenue. The district has an additional $4.8 million
of cash in its Statewide Sales, Service and Use fund in fiscal 2021, which is used for infrastructure projects and debt service.

Leverage; high overall leverage and fixed costs given recent and upcoming borrowings
The district’s overall leverage is high, inclusive of a current issuance in June 2022, however have no additional borrowing needs going
forward. Leverage, post-issuance of the 2021 GO bonds and 2022 sales, service and use tax bonds, is 453% of fiscal 2021 operating
revenue, with a little over half reflecting its adjusted net pension liability, which is equal to 241% of operating revenue. Currently fixed
costs, inclusive of debt service and retirement contributions, are moderate at 8% of 2021 operating revenue, however will grow to
around 18% in the next two years as debt service payments begin for the Series 2021 GO bonds and Series 2022 revenue bonds. This
figure assumes flat sales, service and use tax and property tax revenues, and does not account for the retirement of the district's Series
2008 GO bonds in fiscal 2026.

Legal security
The district's outstanding GOULT debt is payable from a general obligation pledge and a dedicated property tax levy to pay debt
service, unlimited as to rate or amount.

The Series 2022 special tax revenue debt (School Infrastructure Sales, Services and Use Tax Revenue Bonds) is backed by the district's
share of statewide sales, services and use tax revenues that do not carry a general obligation pledge.

Debt structure
All of the district's debt is fixed rate and long-term, with 46% of outstanding principal scheduled to mature within 10 years. Following a
sale in June, the district will have $21.2 million in outstanding GOULT debt, and $15 million outstanding in School Infrastructure Sales,
Services and Use Tax Revenue Bonds. Legal provisions on the sales, service and use tax bonds include a 1.3x additional bonds test and a
DSRF funded at the three prong test. Maximum annual debt service (MADS) is 1.5x.

Debt-related derivatives
The district is not a party to any debt-related derivatives
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Pensions and OPEB
Pension and OPEB liabilities represent a moderate long-term credit risk. The district participates in one defined benefit multiple-
employer cost-sharing plan, the Iowa Public Employees’ Retirement System(IPERS). On an annual basis, the plan establishes local
government retirement contributions as a share of annual payroll based on actuarial requirements. Currently, employer contribution
rates are under 10% of payroll while employee contributions rates are approximately 7% of payroll for fiscal 2021. Those contributions
are roughly equal to our tread water indicator.

The Moody’s ANPL uses the cost-sharing plan allocation of plan liabilities and fair market value of assets reported by the district under
GASB 68 but reflects the use of the FTSE Pension Liability Index, a high investment-grade long-term taxable bond index, to value the
plan’s liabilities. While the plan’s current discount rate is 7.00%, the FTSE Pension Liability Index used to value liabilities was 2.7%.

Additionally, the district carries a moderate adjusted other post-employment benefits (OPEB) liability which is calculated similarly to its
ANPL. The district had $2.1 million in adjusted net OPEB liability as of the close of fiscal 2021, representing 12% of operating revenue.

ESG considerations
Environmental
The district’s credit profile is not materially affected by environmental considerations. According to Moody’s ESG solutions, Delaware
County is at high risk of heat stress, medium risk of extreme rainfall, and low risk of water stress compared to other counties nationally.
Stormwater management is under the purview of overlapping units of governments. District management is in the process of upgrade
the facilities’ heating and cooling systems.

Social
Social considerations such as demographics, labor force, income and education are material credit considerations. Since the 2010
Census, the district’s population has fluctuated between 9,000 to 9,500 residents, with population around 9,400 residents in 2020.
The district’s population has been aging over past years with the median age at about 43 years in 2020.. Additionally, the proportion of
school-aged children has been relatively stable in recent years at 17% of the district’s fiscal 2020 population.

Governance
The school district is governed by a board of five members. Though the district does not have a formal fund balance policy, the district
informally aims to maintain at least 10-15% expenditures as reserves.

Iowa school districts have an Institutional Framework score 1 of Aa. The state controls the bulk of school district revenue through per-
pupil revenue limits adopted in the state budget. Distributions are calculated based on enrollment, historical spending and wealth.
State aid makes up the difference between the revenue limit and what is generated locally. The state typically provides for regular and
predicable increases in funding but has at times held funding flat. Most districts have headroom to meaningfully increase property
taxes by a board vote and districts at statutory limits may seek a voter override.
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Rating methodology and scorecard factors
The US K-12 Public School Districts Methodology includes a scorecard, a tool providing a composite score of a school district’s credit
profile based on the weighted factors we consider most important, universal and measurable, as well as possible notching factors
dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to provide a
standard platform from which to analyze and compare school district credits.

Exhibit 2

West Delaware Cty Community S.D., IA

Measure Weight Score
Economy
Resident Income (MHI Adjusted for RPP / US MHI) 106.0% 10.0% Aa
Full value per capita (full valuation of the tax base / population) 111,638 10.0% Aa
Enrollment trend (three-year CAGR in enrollment) -1.7% 10.0% A
Financial performance
Available fund balance ratio (available fund balance / operating revenue) 17.3% 20.0% A
Net cash ratio (net cash / operating revenue) 23.7% 10.0% Aa
Institutional framework
Institutional Framework Aa 10.0% Aa
Leverage
Long-term liabilities ratio ((debt + ANPL + adjusted net OPEB) / operating revenue) 452.8% 20.0% Baa
Fixed-costs ratio (adjusted fixed costs / operating revenue) 8.2% 10.0% Aaa
Notching factors
No notchings applied
Scorecard-Indicated Outcome A1
Assigned Rating Aa3

Sources: US Census Bureau, West Delaware Cty Community S.D., IA’s financial statements and Moody’s Investors Service
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Appendix

Exhibit 3

Key Indicators Glossary

Definition Typical Source*
Economy
Resident income Median Household Income (MHI), adjusted for Regional Price Parity

(RPP), as a % of the US
MHI: American Community Survey (US
Census Bureau)

RPP: US Bureau of Economic Analysis
Full value ($000) Estimated market value of taxable property accessible to the district State repositories, district’s audited

financial reports, offering documents or
continuing disclosure

Population Population of school district American Community Survey (US Census
Bureau)

Full value per capita Full value / population of school district
Enrollment Student enrollment of school district State data publications
Enrollment trend 3-year Compound Annual Growth Rate (CAGR) of Enrollment State data publications; Moody's Investors

Service
Financial performance
Operating revenue ($000) Total annual operating revenue in what we consider to be the

district's operating funds
Audited financial statements

Available fund balance ($000) Committed, assigned and unassigned fund balances in what we
consider to be the district's operating funds

Audited financial statements

Net cash ($000) Net cash (cash and liquid investments minus short-term debt) in
what we consider to be the district's operating funds

Audited financial statements

Available fund balance ratio Available fund balance / Operating Revenue Audited financial statements
Net cash ratio Net Cash / Operating Revenue Audited financial statements
Leverage
Debt ($000) District's direct gross debt outstanding Audited financial statements; official

statements
ANPL ($000) District's pension liabilities adjusted by Moody's to standardize the

discount rate used to compute the present value of accrued benefits
Audited financial statements; Moody's
Investors Service

OPEB ($000) District's net other post-employment benefit (OPEB) liabilities
adjusted by Moody's to standardize the discount rate used to
compute the present value of accrued benefits

Audited financial statements; Moody's
Investors Service

Long-term liabilities ratio Debt, ANPL and OPEB liabilities as % of operating revenue Audited financial statements, official
statements; Moody's Investors Service

Implied debt service ($000) Annual cost to amortize district's long-term debt over 20 years with
level payments

Audited financial statements; official
statements; Moody's Investors Service

Pension tread water ($000) Pension contribution necessary to prevent reported unfunded
pension liabilities from growing, year over year, in nominal dollars, if
all actuarial assumptions are met

Audited financial statements; Moody's
Investors Service

OPEB contributions ($000s) District’s actual contribution in a given period, typically the fiscal yearAudited financial statements; official
statements

Fixed-costs ratio Implied debt service, pension tread water and OPEB contributions as
% of operating revenue

Audited financial statements, official
statements, pension system financial
statements

*Note: If typical data source is not available then alternative sources or proxy data may be considered. For more detailed definitions of the metrics listed above please refer to the US K-12
Public School Districts Methodology.
Source: Moody's Investors Service

Endnotes
1 The institutional framework score categorically assesses whether a district has the legal ability to raise the bulk of its operating revenue at the local level

or if the state determines the bulk of its operating revenue. Beyond the local versus state categorization, the strength of the institutional framework score
is a measure of the district’s flexibility in raising additional locally determined operating revenue. See US K-12 Public School Districts Methodology for
more details.
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