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Initial credit analysis

Summary
The credit profile of West Ridge Academy (“WRA”, Baa3 stable) reflects our expectation
for continued sound financial operations driven by prudent budgeting, access to a mill levy
override, healthy cash levels, and continued enrollment growth. Colorado will be funding
full-day kindergarten in the fall, which will help to further bolster the school's financial
profile. Since beginning operations in 2010, the school has grown to serve grades K-8 in
one academic building and is currently a charter school of choice in the Greeley, CO area.
Academic outcomes are solid and outperform the local public school district on state testing.
WRA recently received its second charter renewal with the current charter running through
2023.

On May 14, 2019, we assigned an initial rating of Baa3 with a stable outlook to West Ridge
Academy's expected $10.3 million Series 2019 bonds.

Credit strengths

» History of successful charter renewals

» New facility well positioned to serve a growing area student population

» Strong waiting list

» Robust financial profile for a charter school

Credit challenges

» Smaller enrollment posses risk for greater financial volatility with any change in
enrollment figures

» Maturity of bonds extends beyond the life of the current charter

» Academic performance, while higher than the local district overall, lags competing charter
schools in math

Rating outlook
The stable outlook reflects our expectation that West Ridge Academy will meet enrollment
targets necessary to meet debt service requirements in the near term. The stable outlook also
reflects our expectation of balanced operations and improved liquidity levels going forward,
and debt service coverage levels in excess of bond covenant requirements.

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1175319
https://www.moodys.com/credit-ratings/West-Ridge-Academy-CO-credit-rating-905721502
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Factors that could lead to an upgrade

» Reduction in leverage

» Sustained and material improvement in debt service coverage

» Strengthening of liquidity

Factors that could lead to a downgrade

» Narrowing of liquidity

» Debt service coverage falling short of projections

» Failure to achieve projected enrollment growth that leads to revenue loss and structural imbalance

Key indicators

Exhibit 1

West Ridge Academy, CO 2015 2016 2017 2018

Total Enrollment 228 233 258 406

Operating Revenues ($000) 1,601 1,728 2,103 3,368

Operating Cash Flow Margin (%) 18.2 10.4 28.6 36.4

Total Cash & Investmetns ($000) 305 491 863 1,330

Monthly Days Cash on Hand (x) 85.2 115.6 182.5 182.2

Total Debt ($000) 168 168 9,490 9,490

Annual Debt Service Coverage (x) 2.43 1.07 1.56 1.48

Total Cash & Investments to Total Debt (x) 1.82 2.92 0.09 0.14

The data in the table above is reported on a fiscal year. Following the upcoming issuance, total debt will increase to $10.3 million. Pro-forma debt service coverage is 1.5x and cash and
investments to debt is 0.13x.
Source: West Ridge Academy's audited financial statements and Moody's Investors Service, Inc.

Profile
West Ridge Academy Charter School is a nonprofit charter school, located in Greeley (Aa2), Colorado, about 45 miles east of Fort
Collins, CO (Aaa stable) in Weld County. The school serves roughly 430 students in grades K-8 in fiscal 2018. West Ridge Academy was
created by Weld County School District 6 (Greeley) (Aa3), by a resolution dated December 13, 2010, and has operated as a Charter
School within the District since July 1, 2011.

Detailed credit considerations
Scale and demand: serves a growing community; academics are sound
WRA operates a single site for kindergarten through eighth grade with a current enrollment of 430 students for the 2018-2019 school
year. Continued population growth within Weld County and WRA's academic offerings place the school in a strong position to continue
to grow their enrollment up to their maximum capacity of 506 and maintain at this level for the forseeable future. The school expects
to reach full enrollment by the 2023-2024 school year.

In 2010, WRA was founded as a district charter school serving grades kindergarten through eighth. The school's original facility was
previously a private school. Given the limited capacity at its former facility, WRA moved into its current facility in 2017. The new facility,
which is a combination of an old conference center and a new building, has 23 classrooms, a gym, auditorium and cafeteria facilities
The move to the new site also enabled the school to move to a two track system with two classes at each grade level, doubling
capacity to 506 students.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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https://www.moodys.com/credit-ratings/Greeley-City-of-CO-credit-rating-600024096
https://www.moodys.com/credit-ratings/Fort-Collins-City-of-CO-credit-rating-600001929
https://www.moodys.com/credit-ratings/Fort-Collins-City-of-CO-credit-rating-600001929
https://www.moodys.com/credit-ratings/Weld-County-School-District-6-Greeley-CO-credit-rating-800041827
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WRA's first year in the new facility saw a significant single year growth in enrollment from from 258 students in the 2016-217 school
year to 406 students in the 2017-2018 school year. We expect that the school will continue to see solid enrollment growth up to its
maximum capacity given the depth of the schools wait list for the 2019-2020 school year, currently at 491 students across all grade
levels with kindergarten classes being four times oversubscribed. The school expects to reach full capacity of 506 students by 2021 as
harder to fill older classes age out of the system and are replaced by full sized younger cohorts. Once the school reaches capacity it has
no further plans for expansion.

WRA adheres to all state standards for academics and has consistently achieved the highest state performance framework rating.
Academic performance overall is strong with the school's focus on English and social sciences is demonstrated by the schools
outperforming both the local district and state in English. Math scores are somewhat lower than the state, but in line with the local
district.

Operating performance and liquidity: additional state revenue and mill levy override will support operations and liquidity
WRA has had healthy financial performance, which we expect to continue given prudent budgeting and continued increases in per-
pupil revenues. WRA gets the vast majority of its revenues from per-pupil funding, which is allocated under the same formula school
districts receive. The funding is expected to increase by 6.3% for fiscal 2019 over its current funding for fiscal 2018, at $7,538 per
student.

A key credit strength springs from the authorizing district's 2017 mill levy override from which charter schools in the district will
proportionally share revenues. The district received $270,000 in additional revenue in fiscal 2018 from the mill levy override.
Additionally, the state will start fully funding full-day kindergarten and the school expects an additional $190,000 beginning fiscal
2020.

For fiscal 2019, WRA is projecting a surplus driven by additional enrollment growth and increase in per-pupil revenues.

LIQUIDITY
WRA's cash balance will remain sound. At the close of fiscal 2018, WRA reported $1.3 million in cash and investments, or 182 monthly
days' cash on hand. The five year historical average through fiscal 2018 is 112 days' cash on hand.

Debt and pensions: satisfactory debt service coverage; exposure to underfunded state-managed pension plan
Inclusive of the upcoming issuance, WRA's debt burden is high at $10.3 million, equating to a cash and investments to debt ratio of
0.14x. While debt burden is high, debt service coverage is sold at nearly 1.5x in fiscal 2018 and coverage is expected to remain above
1.5x going forward. With level aggregate debt service, maximum annual debt service coverage is projected to be above 1.5x over the
next three years. The school does not have any additional debt plans or near term capital needs.

DEBT STRUCTURE AND LEGAL SECURITY
Following the issuance of the Series 2019 revenues bonds, WRA will only have one issue of debt outstanding totaling $10.3 million that
is all fixed interest rate with 35 year maturity and level debt service schedule at approximately $630,000 annually until final maturity
in 2054. Debt service payments are secured by gross revenues and collateralized by a mortgage.

The Series 2019 bonds will be secured by Loan and Security Agreements between the Authority and West Ridge Charter School
Building Corporation, which will serve as borrower, owner, and lessor of the Lease Agreement. The borrower will then lease the facilities
to West Ridge Schools. The bonds are additionally secured by the gross revenues of West Ridge Schools and mortgage interest in the
school sites. An appraisal report estimates WRA's school building to be valued at $10 million in 2017.

Covenants of the bonds are to maintain at least 45 days' cash on hand by the end of fiscal 2018. There is no event of default if WRA
violates the liquidity covenant but they must bring in a management consultant if falls below covenant level. Debt service coverage
requires maintenance of at least 1.20x, and if days' cash is greater than 75 days' on hand, then 1.1x. Coverage below 1.0x is an event of
default. Bondholders will also benefit from a fully funded debt service reserve fund.

The bonds are expected to participate in the Colorado State Treasurer Charter School Intercept Program where the Trustee will
intercept per-pupil revenues for sufficient funds to pay debt service. Additionally, WRA is expected to participate in the Colorado
Charter School Moral Obligation Program.
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DEBT-RELATED DERIVATIVES
WRA does not have any debt-related derivatives.

PENSIONS AND OPEB
The school will continue to experience expense pressures as required contributions rates for the statewide pension plan escalate.
WRA participates in the School Division Trust Fund of the Public Employees Retirement Association (PERA) pension plan (cost-
sharing, defined benefit pension plan administered by the state). WRA makes its statutorily required contributions, which trail actuarial
requirements and has led to elevated pension burdens.

Total fixed costs including debt service and pension contributions, were 32% of fiscal 2018 operating revenues.

Moody’s fiscal 2017 adjusted net pension liability (ANPL) for the district, under our methodology for adjusting reported pension data, is
$9 million, or an elevated 2.7x operating revenues. Growth in the schools pension burden could lead to downward rating pressure.

Charter renewal risk and government relations
WRA is overseen by a 6-member board of directors, who come from a wide variety of professional backgrounds, serving staggered
three-year terms. The board is comprised of 3 parents and 3 community members.

The school recently selected a new executive director to manage the school. The new director starts in July 2019 and brings 20 years
of experience working in public education. WRA also utilizes an independent financial consultant to assist in budget development and
financial forecasting.

WRA operates pursuant a charter school contract with the school board of Weld County School District 6 (Greeley) (Aa3). The charter
was originally obtained in 2010 and has been subsequently renewed with the last renewal received in 2018 for a five year period.
This presents some renewal risk considering the 30 year bond maturity, however, this is partially mitigated by the school's strong
competitive profile and favorable operating environment within the district and the state.
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