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Solon Community School District, IA
Update to credit analysis

Summary
Solon Community School District (Aa3) has a growing tax base in eastern Iowa (Aaa stable),
strong resident income and wealth metrics and a satisfactory financial position that will
narrow with planned draws. This is balanced against an above average debt burden that is
likely to grow as a result of its rising capital needs to support its growing population.

Credit strengths

» Very strong property wealth and resident income

» Proximity to Iowa City provides some economic stability

Credit challenges

» Above-average leverage likely to grow as a result of its rising capital needs to support the
growing population

» Reserves will narrow with planned draws

Rating outlook
Moody’s does not typically assign outlooks to local governments with this amount of debt
outstanding.

Factors that could lead to an upgrade

» Further bolstering of reserves

» A positive long-term enrollment trend

» Moderation of long-term leverage

Factors that could lead to a downgrade

» Significant and sustained reduction in reserves or liquidity beyond what is already
expected

» Substantial increase in leverage

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1368303
https://www.moodys.com/credit-ratings/Solon-Community-School-District-IA-credit-rating-800035921/summary
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Key indicators

Exhibit 1

Solon Community School District, IA

2019 2020 2021 2022 Aa Medians
Economy
Resident income 182.0% 160.5% 165.5% N/A 112.2%
Full value ($000) $899,289 $921,512 $1,018,304 $1,083,503 $3,864,784
Population 6,925 6,916 7,091 N/A 31,619
Full value per capita $129,861 $133,244 $143,605 N/A $115,171
Enrollment 1,531 1,529 1,515 1,511 4,288
Enrollment trend 0.8% -0.1% -0.3% -0.4% 0.1%
Financial performance
Operating revenue ($000) $18,215 $19,953 $19,694 $19,553 $71,385
Available fund balance ($000) $2,124 $3,827 $5,099 $5,827 $18,076
Net cash ($000) $2,702 $4,340 $7,300 $7,977 $21,642
Available fund balance ratio 11.7% 19.2% 25.9% 29.8% 26.8%
Net cash ratio 14.8% 21.8% 37.1% 40.8% 31.5%
Leverage
Debt ($000) $34,418 $32,423 $30,389 $28,420 $51,433
ANPL ($000) $27,726 $33,824 $40,134 $26,175 $111,819
OPEB ($000) $553 $646 $694 $356 $10,587
Long-term liabilities ratio 344.2% 335.3% 361.6% 281.0% 317.0%
Implied debt service ($000) $2,674 $2,509 $2,322 $2,131 $3,485
Pension tread water ($000) $1,039 $1,024 $1,033 N/A $2,924
OPEB contributions ($000) $22 $19 $26 $21 $368
Fixed-costs ratio 20.5% 17.8% 17.2% 16.3% 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, Solon Community School District, IA’s financial statements and Moody’s Investors Service

Profile
Solon Community School District is located in northern Johnson County and southern Linn County (Aaa stable) in east central Iowa
(Aaa stable), immediately adjacent to the cities of Cedar Rapids (Aa1 stable) and Iowa City (Aaa stable). It provides kindergarten
through twelfth grade to approximately 1,500 students.

Detailed credit considerations
Economy: strong wealth and income supported by favorable location to Cedar Rapids and Iowa City
The district's economic profile is expected to remain stable, if not continue improving, given its desireable location adjacent to the
cities of Cedar Rapids (Aa1 stable) and Iowa City (Aaa stable). Wealth indices are strong, with resident income at 166% of the national
median, and full value per capita at $144,000, based on the most recent tax base and population figures available. Population in the
district has grown more than 15% over the last two decades, and management reports that substantial new residential development is
still underway. With the new development, management anticipates enrollment to grow by a conservative 350 pupil over the next ten
years.

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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https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1202421
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1327629
https://www.moodys.com/credit-ratings/Linn-County-of-IA-credit-rating-600024506/summary
https://www.moodys.com/credit-ratings/Iowa-State-of-credit-rating-600028061/summary
https://www.moodys.com/credit-ratings/Cedar-Rapids-City-of-IA-credit-rating-600007533/summary
https://www.moodys.com/credit-ratings/Iowa-City-City-of-IA-credit-rating-600024502/summary
https://www.moodys.com/credit-ratings/Cedar-Rapids-City-of-IA-credit-rating-600007533/summary
https://www.moodys.com/credit-ratings/Iowa-City-City-of-IA-credit-rating-600024502/summary
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Exhibit 2

Enrollment

Enrollment (LHS) Enrollment trend (three-year CAGR in enrollment) (RHS)
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Financial operations: revenue raising flexibility supports stable operations and satisfactory reserves
The district's satisfactory financial position will remain a strength despite planned spend downs over the next two years due to prudent
financial management supported by sound policies. The district expects the general fund available fund balance to drop to about $4
million in fiscal 2023 and $3.4 million by fiscal 2024 due to the addition of staff and an increase in bargaining agreements. The district
faces potential headwinds beyond fiscal 2024 if enrollment does not increase, given the depletion of federal aid and expense growth.
The district ended fiscal 2022 with an operating surplus of $728,000. It had $5.8 million in available operating fund balance, or 30%
revenue, up from around 19% in fiscal 2020. The improvement is due to an influx of federal aid.

Iowa's education funding framework is based on enrollment figures from the fall of the previous year, so growing districts, like Solon
CSD, face increased operating demands that are not concurrently offset with revenue from the state. Favorably, Iowa school districts
have the ability to use a cash reserve levy to maintain financial reserves. While the levy has no rate cap, school districts must limit the
levy such that the combination of levy revenue and current fund balance does not exceed 20% of expenditures. In most years, the
district has maintained its general fund balance at a level that enables access to this levy and maximizes its cash reserve levy and other
levies to maintain a stable overall tax rate.

Exhibit 3

Financial Trends
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Source: Moody's Investors Service

Liquidity
The district closed fiscal 2022 with a net cash position of about $8 million, equal to roughly 41% of operating revenue.
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Leverage: above-average liabilities ratio will likely remain elevated due to future plans for additional debt
The district's long-term liabilities and fixed-costs ratios will remain elevated given future debt plans. In March 2023, the district passed
a $25.5 million voter approved bond authorization, which it plans to use over the course of the next three to four years. The district is
currently issuing about $3.5 million in GOULT debt to construct and furnish an addition to the Solon Intermediate School building. The
district plans to issue approximately $10 million in spring 2024 for various projects, including an indoor practice turf field for athletic
and community events. This would increase the district's long-term liabilities ratio to over 350% of operating revenue. The district
closed fiscal 2022 with a long-term liabilities ratio of 283% and a fixed-costs ratio of 16% of operating revenue with the majority
related to its pensions.

Legal security
The district’s general obligation unlimited tax (GOULT) bonds are backed by its pledge and authority to levy a dedicated property tax,
unlimited as to rate or amount, to pay debt service.

Debt structure
All of the district's outstanding debt is fixed rate and long-term. The rate of principal amortization is moderate with about 50%
scheduled to be repaid within 10 years.

Debt-related derivatives
The district is not a party in any debt-related derivative agreements.

Pensions and OPEB
The district participates in a defined benefit multiple-employer cost-sharing plans, the Iowa Public Employees' Retirement System
(IPERS). The district's adjusted net pension liability, based on our adjusted discount rate of 2.84%, totaled roughly $26.2 million as of
fiscal 2022, representing about 134% of revenue. The district's adjusted net OPEB liability as of fiscal 2022 was just nearly $356,000.

ESG considerations
Solon CSD's ESG Credit Impact Score of CIS-2, reflects neutral to low exposure to environmental, social and governance risks.

Environmental
Solon CSD's environmental issuer profile score is moderately negative (E-3), reflecting moderately negative impact in physical climate
risk and neutral impact in all other categories, including carbon transition, water management, natural capital and waste and pollution.
The district has a moderate level of flood risk, which could impact property tax revenue and future development.

Social
Solon CSD's S Issuer Profile Score is neutral-to-low (S-2), reflecting health and safety, labor and income, access to basic services,
and housing considerations similar to peers. The district has positive exposure to education and demographic trends. The district's
educational attainment metrics are slightly above average compared to the nation. The district's population has grown over the past
decade and residents benefit from employment opportunities in the nearby cities of Cedar Rapids and Iowa City.

Governance
Solon CSD's G Issuer Profile Score (G-2) reflects a strong institutional structure. The district maintains policy credibility and
effectiveness, budget management and transparency and disclosure similar to its peers.
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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 4

Solon Community School District, IA

Measure Weight Score
Economy
Resident Income (MHI Adjusted for RPP / US MHI) 165.5% 10.0% Aaa
Full value per capita (full valuation of the tax base / population) 152,800 10.0% Aa
Enrollment trend (three-year CAGR in enrollment) -0.4% 10.0% A
Financial performance
Available fund balance ratio (available fund balance / operating revenue) 29.8% 20.0% Aaa
Net cash ratio (net cash / operating revenue) 40.8% 10.0% Aaa
Institutional framework
Institutional Framework Aa 10.0% Aa
Leverage
Long-term liabilities ratio ((debt + ANPL + adjusted net OPEB) / operating revenue) 283.3% 20.0% A
Fixed-costs ratio (adjusted fixed costs / operating revenue) 16.3% 10.0% Aa
Notching factors
No notchings applied
Scorecard-Indicated Outcome Aa2
Assigned Rating Aa3

Sources: US Census Bureau, Solon Community School District, IA’s financial statements and Moody’s Investors Service
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Appendix

Exhibit 5

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
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