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Summary:

Mildred Independent School District, Texas;
School State Program

Credit Profile

US$7.95 mil unltd tax sch bldg bnds ser 2018 dtd 09/01/2018 due 02/15/2048

Long Term Rating AAA/Stable New

Underlying Rating for Credit Program A+/Stable New

Mildred Indpt Sch Dist SCHSTPR

Long Term Rating AAA/Stable Current

Underlying Rating for Credit Program A+/Stable Affirmed

Rationale

S&P Global Ratings assigned its 'AAA' program rating and 'A+' underlying rating to Mildred Independent School

District (ISD), Texas' series 2018 unlimited-tax school building bonds. At the same time, S&P Global Ratings affirmed

its 'A+' underlying rating on the district's general obligation debt. The outlook is stable.

The program rating reflects the district's qualification for, and the guarantee provided by, the Texas Permanent School

Fund. The program provides the security of a permanent fund of assets that could be used to meet debt service on

bonds guaranteed by the program. For more information on the program rating, please see our full analysis published

June 8, 2018 on RatingsDirect.

The underlying rating reflects our opinion of the district's:

• Good income levels and extremely strong market value per capita, an indicator of wealth within the district; and

• Historically stable finances and enrollment leading to very strong reserve levels.

We believe the underlying rating is somewhat constrained by the district's

• Moderate-to-high overall debt levels, and

• Slow debt amortization.

The district's unlimited-ad valorem tax pledge secures the bonds. The district will use bond proceeds to design,

construct, renovate, improve, acquire, and equip school facilities, purchase necessary sites for school facilities, and

purchase new school buses.

Economy

Mildred Independent School District serves an estimated population of 3,216. In our opinion, median household

effective buying income (EBI) is strong at 120% of the national level, but per capita EBI is good at 102%. Market value

totaled $422.9 million in 2018, which we consider extremely strong at $131,499 per capita. Net taxable assessed value
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grew by a total of 2.2% since 2016 to $422.9 million in 2018. Roughly 21.1% of net taxable assessed value comes from

the 10 largest taxpayers, representing a diverse tax base in our opinion.

The district's tax base has fluctuated slightly over the past few years, declining by 5% from fiscal 2015 to fiscal 2017,

before increasing 3.2% in fiscal 2018 to $422.9 million. District officials attribute this variability to fluctuations in the oil

and gas sector. Although there is some exposure to the oil and gas sector within the district, the tax base is diverse, in

our view, with the 10 principal taxpayers accounting for only 21% of AV. Two of the 10 largest taxpayers are directly

involved in the oil and gas industry, although these firms only contribute 1.3% of the total valuation. The largest

taxpayer in the district is Guardian Industry Corp., a glass manufacturer, at 13.8% of fiscal 2018 AV. The district

expects the tax base to continue to see slow growth over the next two years.

Finances

A wealth equalization formula, based on property values and average daily attendance (property wealth per student),

determines state funding for all school districts. Therefore, increases or decreases in average daily attendance

(enrollment) can lead to increases or decreases, respectively, in the amount of state revenue a district receives. In

2018, enrollment came in at 738 students. Enrollment increased overall from 2014 to 2018.

The district's available fund balance of $2.2 million is very strong in our view, at 35% of general fund expenditures at

fiscal year-end (Aug. 31) 2017. The district reported a surplus operating result of 5% of expenditures in 2017. The

district expects to end fiscal 2018 with a surplus of approximately $200,000, and has no plans to draw down funds in

fiscal 2019. Therefore, we expect the district's fund balance to remain very strong.

Property tax receipts, the principal revenue source, accounted for 64% of fiscal 2017 general fund revenue and state

funding accounted for the remainder. The fiscal 2017 property tax rate is $1.28 per $100 of AV, which includes an

operations levy of $1.04 and a debt service rate of 24 cents. The district expects the debt service levy to increase 14

cents with the current debt issuance. The ISD maintains revenue-raising flexibility, as officials can increase the

operations levy by an additional 13 cents, with electorate approval, for a state-authorized maximum operations rate of

$1.17 per $100 of AV. Although there are no definitive plans to approach voters for this additional authority, officials

could consider this option if AV and state funding experience a material decline, thus affecting operations.

Management

We consider the district's management practices "standard" under our Financial Management Assessment

methodology, indicating the finance department maintains adequate policies in some but not all key areas. The ISD

uses two to three years of historical information to develop budget assumptions. Budget-to-actual performance reports

are presented to elected officials monthly, and the budget is amended as needed. Management complies with the

Texas Public Funds Investment Act, providing at least quarterly investment reports to the school board. Although the

district does not have a formal reserve policy, there is an informal target to maintain three months' general fund

operations. It lacks policies related to long-term financial or capital planning and does not maintain a debt

management policy.

Debt

At 3.5% of market value and $4,615 per capita, overall net debt is moderate, in our view. Amortization is slow, with

32% of the district's direct debt scheduled to be retired within 10 years. Debt service carrying charges were 12.4% of
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total governmental fund expenditures excluding capital outlay in fiscal 2017, which we consider moderate.

Pension and other postemployment benefit liabilities

In fiscal 2017, the district paid its full required contribution of $98,000, or 1.3% of total governmental expenditures,

toward its pension obligations. The district also contributed $22,000, or 0.3% of total governmental expenditures,

toward its other postemployment benefit (OPEB) obligations in fiscal 2017. Combined pension and OPEB carrying

charges totaled 1.6% of total governmental fund expenditures in 2017.

Outlook

The stable outlook on the long-term rating is based on our assessment of the strength and liquidity of the Texas

Permanent School Fund program.

The stable outlook on the underlying rating is based on our expectation that the district will maintain its very strong

finances and that the local economy and tax base will continue to experience modest growth. For these reasons, we

don't expect a rating change within the two-year outlook horizon.

Upside scenario

All else remaining equal, we could raise the rating if the district were to experience substantial economic expansion

and diversification that increased the size of the tax base and improved the overall debt metrics.

Downside scenario

Conversely, we could lower the rating if the district were to draw on reserves to levels no longer commensurate with

those of its peers at the current rating level.

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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