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Credit Profile

US$3.055 mil GO sch bnds ser 2022 due 05/01/2042

Long Term Rating A+/Stable New

Rating Action

S&P Global Ratings assigned its 'A+' rating and stable outlook to Denver Community School District, Iowa's roughly

$3.055 million series 2022 general obligation (GO) school bonds.

The district's unlimited-ad valorem-tax-GO pledge secures the district's bonds and notes. The district is issuing the

series 2022 bonds--coupled with series 2020 school infrastructure sales, services, and use tax revenue bonds; series

2021 GO school bonds; and series 2021B GO school capital loan notes--to fund the construction, building, furnishing,

and equipping of a middle- and high school addition to Cyclone Center. Officials will also use bond proceeds to

remodel and improve the existing middle school and high school and elementary buildings for a total estimated project

cost of $18.1 million.

Credit overview

The district continues to see strong residential development, which contributes to its growing property tax base and

enrollment trend. It plans on maintaining good-to-strong reserves while balancing growing enrollment and increasing

staffing expenditures. Due to its current solvency ratio target, management plans to continue strategic draws on

reserves to bring reserves closer to a 12%-15% range, which we consider commensurate at the rating level.

The rating reflects our view of the district's:

• Participation in the Waterloo and Cedar Falls metropolitan statistical area (MSA) employment base, leading to

strong income and extremely strong market value per capita;

• Very strong finances despite mixed operating results in recent fiscal years; and

• Moderate-to-high overall debt.

Environmental, social, and governance

We have analyzed the district's environmental, social, and governance (ESG) factors as they relate to its local

economy, financial metrics, debt profile, and management team and have concluded all are in-line with sector peers.
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Stable Outlook

Upside scenario

We could raise the rating if reserves were to grow, with management sustaining the higher level aligned with

higher-rated peers.

Downside scenario

We could lower the rating if the district were to draw down reserves more than nominally or if multiple other credit

factors were to weaken.

Credit Opinion

A stable economy with little effect from COVID-19

The approximately 57-square-mile district is in northeast Iowa, where it serves the residents of portions of Bremer and

Black Hawk counties, 10 miles north of the Waterloo-Cedar Falls MSA. Although the district has access to larger

MSAs, we view its local economy as somewhat limited. Wealth is bolstered by a notable portion of agricultural land

value.

Taxable value growth has been relatively slow at only 7% between fiscal years 2016 and 2020 to reach $255.9 million.

The leading taxpayer is MidAmerican Energy. Most residents commute out of the district for jobs.

Very strong finances that should be maintained

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

increases or decreases, respectively, in revenue. The district added 17 additional students for October 2021, which has

an effect on fiscal 2023. Local property taxes generated only 27% of general fund revenue in fiscal 2021, followed by

enrollment-based state aid at 61%.

The district has had mixed operating results; it views reserves as high, leading to strategic draws. For fiscal 2021, it

drew down another $382,000 of fund balance. The district used its cash-based-reserve levy in fiscal 2022; however, it

still plans for a $150,000 use of fund balance. Pressure from growing enrollment and additional staffing has lowered

reserves to the reserve target of approximately 12%. It used most federal stimulus for connectivity and air circulation.

Due to its low Title I population, the district did not receive a substantial amount of federal COVID-19-related revenue.

We will continue to monitor any further substantial deterioration to reserves. The district expects, at least, breakeven

results for fiscal 2023. If available reserves were to decrease to levels we no longer consider comparable with district

peers, coupled with using the levy, we could lower the rating.

Standard Financial Management Assessment

Highlights include management's strong revenue and expenditure assumptions, predictability, and use of outside

sources when formulating the budget. Management provides monthly reports reflecting beginning and ending cash

balances compared with the prior fiscal year. However, reports do not reflect budget-to-actual information.

Amendments are done as needed, and management can do them quickly (within a month). The district uses a

comprehensive five-year financial forecast it updates annually and shares with the school board, but it lacks a
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long-term capital-improvement plan. Its investment-management policy adheres to state guidelines, and it provides a

monthly report reflecting balances but not where investments are held. It does not have debt-management or formally

adopted reserve policies. However, the district targets maintaining a 12%-15% solvency ratio, which it is currently

achieving.

Overall per capita debt is high and market value debt is moderate, but above average, for its peers

With the issuance of the series 2022 bonds, the district will have approximately $23 million of debt outstanding. It

privately placed its $2.3 million series 2019 school infrastructure, sales, services, and use tax revenue bonds; however,

we have reviewed bond documents and found no liquidity risk.

This issuance concludes the district's debt issuance for the near future because management indicates it will not have

any further capital needs for the time being.

Pension and other postemployment benefit (OPEB) liabilities are manageable

We do not think pension and OPEB liabilities represent a medium-term credit pressure because contributions are only

a modest share of the budget and the district has the capacity to absorb higher costs without straining operations.

The district participates in a multiple-employer, defined-benefit pension plan, which is relatively well funded.

Contributions have fallen short of our static-funding metric, and we think other plan-specific assumptions introduce

some long-term risk of funding volatility.

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

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

pressure.

The district participates in:

• Iowa Public Employees' Retirement System (IPERS), which is 82.9% funded, as of June 30, 2020, with a

proportionate share of the plan's net pension liability of $4.8 million; and

• Denver Community School District's implicit rate subsidy from retirees staying on the district's plan while paying

active premium rates, which is 0% funded, with a liability of $811,000.

Total contributions to IPERS were 97% and 85% of our static- and minimum-funding-progress metrics, respectively, in

fiscal 2020. With contributions meeting the static-funding metric, we expect IPERS' liability will likely remain stable.

Some key risks include a 7% 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, closed amortization

period based on a level 3.25% payroll-growth assumption. Overall, IPERS is relatively well funded; we think pension

and OPEB contributions are unlikely to pressure medium-term operational health.
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Denver Community School District, Iowa Select Key Credit Metrics

Characterization

Most

recent --Historical information--

2021 2020 2019

Economic indicators

Population 4,010 3,950

Median household effective buying income (EBI) as a % of U.S. Strong 116.0 125.0

Per capita EBI as a % of U.S. Good 103.0 108.0

Market value ($000) 448,366 421,604 431,485 421,938

Market value per capita ($) Extremely strong 111,812 105,138 107,602 106,820

Top 10 taxpayers as a % of taxable value Very diverse 11.8 13.2 4.5 4.8

Financial indicators

Total available reserves ($000) 1,055 1,521 1,908

Available reserves as a % of operating expenditures Strong 10.6 16.9 23.4

Total government cash as a % of governmental fund

expenditures

83.5 43.6 47.3

Operating fund result as a % of expenditures (3.8) (3.6) 1.1

Financial Management Assessment Standard

Enrollment 864 822 779 750

Debt and long-term liabilities

Overall net debt as a % of market value Moderate 5.6 4.2 2.3 2.6

Overall net debt per capita ($) High 6,239 4,412 2,476 2,762

Debt service as a % of governmental fund noncapital

expenditures

Moderate 9.0 11.3 11.3

Direct debt 10-year amortization (%) Average 50.0 54.0 75.0 74.0

Required pension contribution as a % of governmental fund

expenditures

4.1 4.7 4.8

Other postemployment benefits actual contribution as a % of

governmental fund expenditures

0 0 0

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

Related Research

• Alternative Financing: Disclosure Is Critical To Credit Analysis In Public Finance, Feb. 18, 2014

• 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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