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Opinion

NEW YORK, May 07, 2014 --Moody's Investors Service has assigned a Aa1 rating to Douglas County School
District No. 17's (Millard Public Schools), NE $12.6 million General Obligation Refunding Bonds, Series 2014.
Concurrently, Moody's has maintained the Aa1 rating on the district's outstanding GO unlimited tax pledge. Post-
sale, the district will have $157.6 million of outstanding GO debt. The bonds are secured by the district's GO
unlimited tax pledge. The Series 2014 bonds will refund the district's outstanding Series 2009 GO bonds for
estimated net present value savings of $893,000 (6.6% of refunded par).

SUMMARY RATING RATIONALE

The Aa1 rating reflects the district's sizable tax base favorably located within the City of Omaha (general obligation
rated Aa1 / negative outlook); above average wealth indices; solid financial position despite recent draws on
reserves; manageable debt burden; and above average pension liabilities.

STRENGTHS

- Sizable tax base with a stable valuation trend

- Strong financial position supported by solid reserves

CHALLENGES

- Uncertain revenue distribution through participation in the learning community

- Property rate limitations reducing financial flexibility

DETAILED CREDIT DISCUSSION

FAVORABLE LOCATION WITHIN OMAHA PROVIDES ECONOMIC STABILITY

The district's sizable $9.2 billion tax base is expected to remain stable given its favorable location within southwest
Omaha and continued modest year over year valuation growth. The district's full valuation has remained stable
with an average annual growth rate of 0.6% over the past five years. The district is primarily located in Douglas
County (GO rated Aaa) with about 10% extending into Sarpy County (COPs rated Aa1). The district is largely built



out, but officials report that there has been increased development activity in surrounding areas. Although the
district doesn't benefit directly from the growth around Omaha, the district participates in the learning community
and benefits from increased taxable values through a learning community property tax. Omaha's economy has
remained somewhat insulated from broader negative economic pressure due to its position as the largest
economic hub within the State of Nebraska (COPs rated Aa2 / stable outlook). Omaha has a large and diverse
employment base that encompasses insurance and other financial services, health care, and manufacturing. The
employment base also includes an important military base, Offutt Air Force Base, which employs 8,879.

The multi-county unemployment rate of 4.6% was slightly above the state's rate of 4.1%, but substantially below
the national rate of 7.0%, as of January 2014. Population growth has been significant with a 32% increase between
1990 and 2000 and a 22% increase between 2000 and 2010. Resident income levels are above average with per
capita income and median family income reaching 126% and 141% of US medians, respectively, from 2006 to
2010, as estimated in the American Community Survey.

WEAKENED BUT STILL SOLID FINANCIAL POSITION AS PROPERTY TAX REVENUES DECLINE

Despite recent operating deficits, the district's financial position will remain stable over the near term given the
district's prudent fiscal management and adherence to fiscal policies. Over the past two fiscal years, the district
has experienced consecutive operating deficits resulting in a General Fund balance decline from $55.6 million or a
solid 25.8% of General Fund revenues in fiscal 2011 to $41.1 million or a still solid 20.7% of General Fund
revenues in fiscal 2013. The district maintains a sufficient cash reserve to ensure adequate cash flow between
property tax disbursements. Management reports this equates to approximately $30 million or 16% of revenues.
Revenues over the previous five years have grown on average 1.5%, while expenses have grown by 2.1% over
the same time period. The general fund deficit in fiscal 2013 was $10.3 million while the budgeted deficit was $1.5
million. District officials indicate part of the deficit in fiscal 2013 was due to a late payment from the federal
government of $3.2 million for reimbursement of certain approved expenses which was subsequently received
during fiscal 2014, as well as a decline in property tax revenues from budgeted figures. District officials indicate
that fiscal 2014 performance is as expected, but property tax disbursements do not occur until April and August.
The fiscal 2014 budget shows a general fund surplus of approximately $2.0 million.

The district's largest single revenue source is property taxes, which comprised 50.6% of general fund revenues
for fiscal 2013. Property tax revenues declined in fiscal 2012 by 6.2% from fiscal 2011, but rebounded slightly in
fiscal 2013 as property tax revenues grew by 2.1%. Despite the favorable increase in property tax revenues, the
district did realize a slight decline when compared to the budgeted figures. District officials note the negative
variance between budgeted property tax revenues compared to actual figures was mainly the result of lower than
anticipated property tax collections. The district is at the operating rate limit of $1.05 per $100 of valuation for its
property tax. The district can impose an additional levy for voluntary separation costs, which the district has not
yet imposed. State aid is the second largest revenue source for the district. In fiscal 2013, state aid equaled 45.3%
of all general fund revenues. State aid has remained constant over the previous five years.

The district participates in a learning community composed of eleven school districts in Douglas and Sarpy
counties. The learning community imposes a single property tax levy on all members' districts and then distributes
the revenues based on each district's proportionate need as determined by a state aid formula. The learning
community levy tax rate is $0.95 for operations per $100 of valuation. Officials indicate that the district received
approximately $1 million in additional property tax revenue through its participation that it otherwise would not have
received. The district's enrollment growth factors favorably into the district's distribution of state aid. The district
has had steady growth in enrollment for over a decade with an average annual growth rate of 1.1% over the past
five years.

MANAGEABLE DEBT BURDEN

We expect the district's debt burden will remain manageable based on current borrowing plans. The district's direct
debt burden is above average at 1.8% and the overall debt burden is also above average at 4.9%. Principal
repayment is adequate, with 65.3% retired within 10 years. Debt service as a percentage of total operating
expenditures is manageable at 5.9% in fiscal 2013. Voters authorized a bond issuance of $80 million in May 2013
for various capital projects. The district subsequently issued $40 million in August 2013, and tentatively plans to
issue the remaining $40 million of referendum debt in May 2015. All of the district's debt is fixed rate and the district
is not a party to any derivative agreements.

The district's exposure to the statewide multi-employer cost-sharing defined benefit pension plan, the Nebraska
Public Employees Retirement System (NPERS) is expected to remain manageable in the near term. The district
has consistently made its required contributions to the plan in accordance with statutory requirements. Total



district pension contributions in fiscal 2012 amounted to $10.9 million, or approximately 5% of 2012 operating
revenues. Moody's adjusted net pension liability (ANPL) for the district, under our methodology for adjusting
reported pension data, is $512 million in fiscal 2012, or an elevated 2.35 times operating revenues, including the
General Fund and Debt Service Fund.

Moody's ANPL reflects certain adjustments we make to improve comparability of reported pension liabilities. The
adjustments are not intended to replace the district's reported contribution information, but to improve comparability
with other rated entities. We determined the district's share of liability for the cost-sharing plans administered under
NPERS in proportion to its contributions to the plan.

WHAT COULD CHANGE THE RATING UP

-Increased fund balance and liquidity

-Strengthening of the demographic profile

WHAT COULD CHANGE THE RATING DOWN

-Inability to close budgetary gaps leading to a deterioration of financial reserves levels below similarly rated entities

-Erosion of the local economy and tax base reflected in increased unemployment levels and declining tax base
valuations

KEY STATISTICS

FY 2014 Full Value ($000): $9,199,416

FY 2014 Full Value Per Capita: $80,974

Median Family Income as % of US: 141.07%

FY 2012 Operating Fund Balance as % of Revenues: 20.7%

5- Year Dollar Change in Fund Balance as % of Revenues: 5.81%

FY 2012 Operating Funds Cash Balance as % of Revenues: 20.7%

5-Year Dollar Change in Cash Balance as % of Revenues: 5.81%

Institutional Framework: A

5-Year Average Operating Revenues/Operating Expenditures: 1.00x

Net Direct Debt as % of Full Value: 1.8%

Net Direct Debt / Operating Revenues: 0.78x

3-Year Average ANPL as % of Full Value: 4.27%

3-Year Average ANPL / Operating Revenues: 1.74x

PRINCIPAL METHODOLOGY

The principal methodology used in this rating was US Local Government General Obligation Debt published in
January 2014. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in



relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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