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Summary:

Harlan Community School District, Iowa; General
Obligation

Credit Profile

US$10.0 mil GO sch bnds ser 2022 due 06/01/2042

Long Term Rating A/Stable New

Harlan Comnty Sch Dist GO

Long Term Rating A/Stable Affirmed

Credit Highlights

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

$10 million series 2022 general obligation (GO) school bonds.

• At the same time, we affirmed our 'A' rating on the district's GO debt outstanding.

• The outlook is stable.

Security

The series 2022 bonds are secured by unlimited ad valorem taxes levied on taxable property in the district. Proceeds

from the bonds will be used to finance the construction of an addition to a school building and other capital

improvement projects in the district.

Credit overview

Located in Shelby County in west central Iowa, Harlan Community School District is a stable rural economy,

consisting of a tax base that is mostly residential (52.7%) and agricultural (27.4%), followed by commercial and

industrial. The district has seen increases in market value over the last five years due to appreciation of existing home

properties, residential expansion in the form of additional housing, and some commercial expansion. Officials expect

taxable valuation to remain steady in the future due to new housing developments. While we expect the U.S. will likely

enter a recession next year, we do not foresee any material weakness in the district's local economy that would make it

subject to greater volatility relative to the national economy during an economic downturn. (For further information,

see "Economic Outlook U.S. Q4 2022: Teeter Totter," published Sept. 26, 2022.)

The district continues to maintain positive financial results, with a $178,000 surplus in fiscal 2020, a $1.3 million

surplus for fiscal 2021, and another surplus expected at $658,000 for fiscal 2022, largely due to additional tax revenue

and receipt of federal stimulus funds totaling $2.2 million, that was used for pandemic-related expenses, such as

personal protective equipment (PPE), learning loss, and staffing. Officials have also indicated that they are budgeting

for a deficit of $178,000 for fiscal 2023, due to spending of accumulated Elementary and Secondary School Emergency

Relief (ESSER) funds. The district's historical enrollment trend has been generally steady, with slight decreases and

increases from year to year, though the overall trend has been in decline. Overall, district officials forecast future
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enrollment to stay steady, with slight decreases, due to lower birth rates and loss of population to urban areas.

The district's reserves have also steadily increased over the last few years, largely due to conservative budgeting

practices and additional revenue from a cash reserve levy that was put in place. The cash reserve levy in fiscal 2021

and 2022 doubled to $840,000, and will increase by $440,000 in fiscal 2023. Officials have indicated that they plan to

spend down reserves over the next two to three years to account for unspent federal stimulus funds and to permit

access to the cash reserve levy, which can only be utilized if the solvency ratio is below 20%. While the district expects

to spend down reserves, we believe the district will maintain steady operating performance throughout the outlook

horizon and maintain compliance with the recommended informal 7%-17% solvency ratio target set by the Iowa

Association of School Boards (IASB).

With this new issuance, the district has $15.5 million of total direct debt outstanding, with a moderate overall net debt

burden. This $10 million issuance is the first part of a voter-approved referendum, passed in September 2022,

authorizing $22.9 million in GO debt for capital improvements. Officials plan to issue the second tranche of the

approved bond referendum over the next two years, with $12.9 million in GO bonds, plus an additional $9.1 million in

sales-tax bonds. The district also has $5.2 million in privately placed sales-tax bonds outstanding, which poses no risk

to liquidity.

The rating reflects our view of the district's:

• Stable rural economy, with some commercial expansion and increased residential development;

• Consistent operating results, coupled with very strong reserves;

• Standard financial management policies and practices; and

• Moderate debt burden, with additional debt plans and minimal pension and other postemployment benefits (OPEB)

costs.

Environmental, social, and governance

We have reviewed the district's environmental, social, and governance (ESG) risks and view them as neutral in our

credit rating analysis. We also note that the district suffered a cyber attack in spring 2022. The district was able to

mitigate the attack and implemented various security measures to prevent future cyber attacks. For our latest ESG

report card for the Midwest region, see "ESG U.S. Public Finance Report Card: Midwest And Central Region

Governments And Not-For-Profit Enterprises," published July 13, 2022.

Outlook

The stable outlook reflects our expectation that the district will maintain balanced operations over the outlook horizon.

Downside scenario

We could take negative rating action if the district were to experience consecutive declines in financial performance

that would cause a sustained decline in reserves to levels not in line with those of peers.
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Upside scenario

We could take positive rating action if the district experiences significant employment expansion, leading to improved

economic measures and improved enrollment trends, further supported by continued balanced operating results and

stronger financial management policies.

Harlan Community School District--Key Credit Metrics

Characterization Most recent Historical information

2021 2020 2019

Economic indicators

Population 8,037 8,151 8,174

Median household EBI % of U.S. Adequate 88 92 93

Per capita EBI % of U.S. Good 93 94 92

Market value ($000) 893,255 843,248 907,242 898,337

Market value per capita ($) Extremely strong 111,143 104,921 111,304 109,902

Top 10 taxpayers % of taxable value Very diverse 7.1 7.4 7.1 7.2

Financial indicators

Total available reserves ($000) 2,906 1,726 1,532

Available reserves % of operating expenditures Very strong 16.9 10.2 9.1

Total government cash % of governmental fund expenditures 37.3 31.5 29.9

Operating fund result % of expenditures 7.5 1.0 -0.6

Financial Management Assessment Standard

Enrollment 1,352 1,384 1,420 1,430

Debt and long-term liabilities

Overall net debt % of market value Moderate 3.1 2.2 0.8 1.8

Overall net debt per capita ($) Moderate 3,443 2,313 923 2,033

Debt service % of governmental fund noncapital expenditures Low 7.0 5.6 5.6

Direct debt 10-year amortization (%) Average 58 100 100 90

Required pension contribution % of governmental fund expenditures 5.2 5.3 5.2

OPEB actual contribution % of governmental fund expenditures 0.0 0.0 0.0

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

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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