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Summary:

St. Louis County Parkway School District C-2,
Missouri; General Obligation

Credit Profile

US$55.0 mil GO bnds ser 2019 dtd 04/09/2019 due 03/01/2039

Long Term Rating AAA/Stable New

Rationale

S&P Global Ratings assigned its 'AAA' long-term rating to St. Louis County Parkway School District C-2, Mo.'s series

2019 general obligation (GO) bonds. At the same time, we affirmed our 'AAA' long-term rating on the district's

outstanding GO debt. The outlook is stable.

We rate the district higher than the sovereign because we believe the district can maintain better credit characteristics

than the U.S. in a stress scenario based on its predominantly locally derived revenue base and our view that pledged

revenue supporting debt service on the bonds is at limited risk of negative sovereign intervention. In 2018, local

property taxes generated 86.1% of combined operating fund revenue, demonstrating a lack of dependence on central

government revenue.

The district's strong economic base, coupled with officials' good financial management policies and practices, have

supported the district's strong operations and maintenance of very strong reserves. Although property tax protests

have resulted in modest assessed value (AV) declines, we believe that management will continue to proactively adjust

revenue and expenditures to maintain stable operations and generally strong credit characteristics.

The district's GO pledge secures the bonds, payable from revenue from ad valorem taxes that may be levied without

limitation as to rate or amount on all taxable property within its borders. Officials will use series 2019 bond proceeds

to improve school safety and security, as well as to maintain, repair, improve, furnish, and equip school sites and

facilities.

The rating reflects our view of the district's:

• Access to and participation in the broad and diverse St. Louis metropolitan statistical area;

• Very strong income and extremely strong market value per capita;

• Positive budgetary performance and very strong reserves;

• Good financial policies and practices under our financial management assessment methodology; and

• Low-to-moderate debt levels, including low overall net debt as a percentage of market value.
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Economy

St Louis Parkway County School District C-2 serves an estimated population of 144,234. At 148% and 157% of

national averages, respectively, the district's median household and per capita effective buying incomes are very

strong, in our view. At $146,208 per capita, the 2019 estimated market value totaling $21.1 billion is, in our opinion,

extremely strong. AV has declined by 0.8% since 2018 to $4.7 billion. The 10 largest taxpayers make up an estimated

4.1% of AV, which we consider very diverse.

Interstate highways 64 and 270 traverse the district, connecting residents with regional employment centers. The city

and county anchor the broad and diverse St. Louis metropolitan statistical area and serve as the cultural, financial,

health care, and educational center for nearly 3 million people in seven counties in Missouri and eight in Illinois. The

district hosts a diversified local employment base across various sectors, including education and health care services,

professional services, commercial retail, and manufacturing, as well as finance, insurance, and real estate. Some of the

area's largest employers include Monsanto Co. (20,500 employees), Schnuck's Market Inc. (approximately 15,600), St.

John's Mercy Medical Center (8,800), Dierberg's Markets Inc. (4,126), and Solutia Inc. (3,400). In 2017, St. Louis

County's unemployment rate averaged 3.4%, which was below both the state (3.8%) and national (4.4%)

unemployment rates.

AV has declined modestly over the past year largely as a result of property tax protests. However, officials report that

the amount of taxes paid under protest declined sharply (to $28 million from $44 million) over the past year, indicating

some normalization in values. Despite the declines, the district may increase its levy to recoup lost revenue over the

span of as many as three years. Consequently, given both modest AV decline and the district's ability to recoup

revenue, we do not believe that the downward trend will pose significant financial pressure for the district.

Enrollment totals 17,626 students, having increased each year since 2015. Officials project that enrollment will

continue to trend upward through 2022, which we believe is reasonable.

Finances

Funding for Missouri school districts is mostly a mix of local property taxes and state aid. Basic state aid funding is set

by average daily attendance, and is then reduced by a local effort in the form of a lookback tax levy. However, we note

that the district is considered "hold harmless" under the state's funding formula, indicating that its finances are

insulated from enrollment variations. The district can increase the annual tax levy by the lesser of inflation or 5% (not

accounting for new construction, which is separately fully realized in the levy), as long as the resulting tax rate remains

below the maximum voter-approved amount. We further note that the district has a voluntary rollback in its operating

levy, and that if it were to levy at the maximum levy rate, it could generate roughly $7.2 million in additional annual

revenue. We view this additional revenue-raising flexibility as a credit positive.

The district's available fund balance of $40.1 million (which consists of the combined general and special revenue

funds) is very strong, in our view, at 17% of the combined funds' expenditures at fiscal year-end (June 30) 2018. The

district reported a surplus operating result of 0.9% of expenditures.

In our view, the district's finances are very strong; management has maintained very strong operations by

implementing a sound budgeting framework, including conservative expenditure assumptions with strong fiscal

oversight and institution of long-term planning for changes to tax base growth, enrollment, and state aid. As a result,

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MARCH 12, 2019   3

Summary: St. Louis County Parkway School District C-2, Missouri; General Obligation



the district has posted operating surpluses in each of the past six audited years. Officials intend to continue increasing

the district's reserves by 0.25% per year to roughly 22% to 24%% of expenditures across the operating funds to avoid

cash-flow borrowing. Consequently, the 2019 budget features a $1 million operating surplus. Officials report that

property tax collections are trending lower than forecast as a result of protests, but plan to adjust transfers out to the

capital projects fund to maintain surplus operations. Given the district's record of strong operations as well as

management's well-grounded forecasts and determination to build reserves, we believe that the district will maintain

very strong reserves for the foreseeable future.

Management

We consider the district's management practices good under our financial management assessment methodology,

indicating our view that financial practices exist in most areas but that governance officials might not formalize or

monitor all of them on a regular basis.

Highlights of the district's financial management policies and practices include the use of both historical data as well as

consultations with a number of outside sources to develop financial forecasts, regular reporting to the board on both

budget-to-actual performance and investment holdings, maintenance of detailed long-term financial and capital

improvement plans, and adherence to a formal investment management policy. The district has a formal policy to

maintain 17.3% of expenditures across the operating funds, with an added directive to build reserves by 0.25% per

year until cash flow borrowing is no longer necessary. The district does not maintain a formal debt management policy

that goes beyond statutory limitations.

Debt

Overall net debt is low at 1.8% of market value and moderate at $2,629 per capita. Amortization is average, with 49%

of the district's direct debt scheduled to be retired within 10 years. The debt service carrying charge was 9.1% of total

governmental fund expenditures excluding capital outlay, which we consider moderate, in fiscal 2018.

The district will likely seek to issue an additional $55 million in debt within the next two years, but we do not believe

that issuance will increase the district's debt burden beyond a level that we would consider moderate. Additionally, we

do not believe that the district is party to any privately placed or direct purchase agreements that would pose a risk to

its liquidity.

Pension and other postemployment benefit liabilities

In fiscal 2018, the district paid its full required contribution of $20.8 million, or 7.4% of total governmental

expenditures, toward its pension obligations. The district also contributed $1.3 million, or 0.5% of total governmental

expenditures, toward its other postemployment benefit (OPEB) obligations. Pension and OPEB carrying charges

totaled 7.8% of total governmental fund expenditures.

The district contributes to the Public School Retirement System of Missouri (84.1% funded) and the Public Education

Employee Retirement System of Missouri (86.1%), both cost-sharing, multiple-employer defined benefit pension plans.

The district's proportionate share of the two plans' liabilities totaled $205.5 million as of the most recently available

valuation. It has been making its full required contributions to its pension plans, and although some of the plans'

assumptions may be aggressive, we don't anticipate that required contributions will increase materially in the near

term. We further note that the district provides postemployment health care benefits, which it funds on a
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pay-as-you-go basis. Given the rising cost of health care, we anticipate that the district's postemployment health care

benefit costs will increase and perhaps eventually pose pressure on the district's finances.

Outlook

The stable outlook reflects S&P Global Ratings' opinion of the district's ability to maintain strong budgetary

performance and strong combined fund reserves. It also reflects our view of the district's very strong financial

management practices and policies, sustained by its strong budget administration, monitoring framework, and

long-term planning, which will likely allow it to make budget adjustments when it deems them necessary. In our view,

its very strong wealth and income levels, coupled with its access to regional employment centers, are likely to support

credit stability. For these reasons, we are unlikely to change the rating during our two-year outlook period.

Although we are unlikely to do so, we could lower the rating if the district were to experience a sustained or substantial

weakening of budgetary performance, leading to a deterioration of reserves and constrained liquidity.

Ratings Detail (As Of March 12, 2019)

St Louis Cnty Sch Dist C-2 Parkway GO

Long Term Rating AAA/Stable Affirmed

St Louis Cnty Sch Dist C-2 Parkway GO

Long Term Rating AAA/Stable Affirmed

St Louis Cnty Sch Dist C-2 Parkway GO

Long Term Rating AAA/Stable Affirmed

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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