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Moody's Investors Service has upgraded Georgetown Independent School District, Texas'
outstanding GOULT rating to Aa1 from Aa2. Concurrently, Moody's has assigned a Aa1
underlying and Aaa enhanced ratings to the district's $35.0 million Unlimited Tax School
Building Bonds, Series 2017. The enhanced rating reflects the guarantee of the Texas
Permanent School Fund (PSF).
The upgrade of the underlying rating to Aa1 is based on recent and ongoing growth in
district’s large tax base, above average wealth indicators, and stable financial position
underpinned by strong financial management. The Aa1 rating also incorporates the district’s
elevated debt burden with slow principal amortization.
The Aaa enhanced rating is based on the rating of the Texas Permanent School Fund and
the structure and legal protections of the transaction which provide for timely payment by
the PSF if necessary. Moody’s currently rates the Permanent School Fund Aaa. For additional
information on the PSF program, please see Moody's Rating Update Report on the Texas
Permanent School Fund dated May 3, 2016.

Credit Strengths
»

Stable enrollment

»

Sizeable and rapidly growing tax base in the Austin Metro Area

»

Healthy reserves and liquidity supported by formal fund balance policy

Credit Challenges
»

Elevated debt burden with slow amortization

»

Roll-over or refinancing risk associated with variable rate debt

Rating Outlook
The stable outlook reflects structurally balanced financial operations that will likely remain
stable over the next several years.
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Factors that Could Lead to an Upgrade
»

Sustained significant tax base expansion disproportionate to growth in debt

»

Strengthening of reserves to levels commensurate with higher rated entities

Factors that Could Lead to a Downgrade
»

Contraction or significant slowdown of growth of the tax base

»

Additional leveraging absent commensurate growth of the taxable base

»

Erosion of nominal reserve position or liquidity

Key Indicators
Exhibit 1

Source: Georgetown ISD, TX; Moody's Investors Service

Detailed Rating Considerations
Economy and Tax Base: Robust Tax Base Expansion Expected Moving Forward
Located 30 miles north of the City of Austin (Aaa, stable outlook), the district serves the City of Georgetown (Aa2), a primarily
residential community along Interstate 35. The district's tax base is expanding, with five-year average annual assessed value (AV)
growth of 8.8%. Fiscal 2017 assessed values of $8.7 billion reflect a robust 12.4% increase from the prior year. The district is primarily
residential, with single-family and multi-family properties accounting for 65% of fiscal 2017 AV.
Officials expect AV to continue expanding, driven by appreciation of existing residential properties and ongoing, large-scale
development projects. Official projections are supported by local economic conditions in the Austin Metro Area which, according
to MoodysEconomy.com (November 2016), will grow at an above average pace in 2017 as a result of in-migration of well paid
professionals in the high-tech, professional and financial services sectors.
Aside from modest declines in fiscal 2012 and fiscal 2013, enrollment has been stable at approximately 11,500 students. Officials
expect enrollment to increase 3% to 4% annually, exceeding 13,500 students by fiscal 2022. However, challenges facing enrollment

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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growth remain, including the presence of charter schools and the sizeable portion of Georgetown's that is age 55 or older. Positively,
these risks are somewhat mitigated by management's conservative estimates, which are supported by a third-party demographer.
The district benefits from above average wealth indicators with per capita income and median family income approximating 116.2%
and 125.5% US medians, respectively. Additionally, the unemployment rate in Williamson County (Aa1 stable) is favorable (3.1%)
relative to the state (4.2%) and national (4.4%) rates as of November 2016.
Financial Operations and Reserves: Healthy Financial Position Underpinned by Strong Financial Management
The district's overall financial position is healthy and will benefit from conservative budgeting and the recent introduction of a
formalized fund balance policy.
After a sizeable draw in fiscal 2011, the district returned to structural balance, resulting in a positive operating trend. Fiscal 2016
ended with a sizeable $5.4 million surplus, well in excess of management expectations indicated in our January 6, 2016 report.
General Fund reserves increased to $26.2 million; up 29.7% over the last five years and representing a strong 26.8% of revenues. The
district's General Fund revenues consist of property taxes and state aid, which accounted for 81.0% and 17.3% of fiscal 2016 revenues,
respectively. Available operating reserves, including the General Fund and Debt Service Fund, amount to $51.1 million, or a healthy
39.8% of operating revenues.
The newly formalized fund balance policy will help the district efficiently manage the large increase in reserves. Per the policy, the
General Fund will target keeping between 20% and 30% of revenues in available reserves while the Debt Service fund targets 20% of
total annual debt service (approximately $5.5 million). As the district grows and faces increased capital needs, the available monies
above the targets will allow the district room to fund necessary capital projects and pay down principal more rapidly.
Management expects fiscal 2017 financial operations to remain structurally balanced although they plan to draw $1.3 million from
reserves for necessary land purchases. The draw will be partially offset by an average daily attendance that is exceeding budget
expectations. However, revenue gains from growing enrollment will be largely offset by increased instructional costs.
LIQUIDITY

As of the close of fiscal 2016, the districts General Fund net cash position was $29.9 million, or 30.7% of revenues, an increase from
$25.0 million, or 27.0% of revenues as of the end of fiscal 2015.
Debt and Pensions: Elevated Debt Burden with Plans to Issue Additional Debt
The district's debt burden will remain elevated over the long-term given future borrowing plans, coupled with below average principal
amortization. At 4.0% of fiscal 2017 AV, the district's debt burden is high compared to state and national medians for the Aa1 rating
category. However, the above average debt burden is mitigated by the proportionally strong growth in the taxable base as reflected in
Exhibit 2.
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Exhibit 2

Debt Issuance Tracks Full Value Growth; To a Lesser Extent, Enrollment
(Values Indexed to 2011)

Source: Georgetown ISD, TX; Moody's Investors Service

Post-sale, the district will have exhausted all of its authorized debt, but anticipates a voter referendum in late 2018 to approve bonds to
finance construction of two elementary schools by 2021.
DEBT STRUCTURE

Post sale, the district's debt consists of $357.1 million of general obligation bonds, $75.1 million of which are variable rate. The district
also has $3.6 million in privately placed bonds which are non-callable and no provision for cross-acceleration; the privately placed debt
retires in 2017. Payout of the district's debt is slow with 37.5% retired in 10 years, which is below average for similarly rated credits.
DEBT-RELATED DERIVATIVES

The district is not party to any derivative agreements. As mentioned above, $75.1 million (21%) of the district's total debt is variable
rate, including the Series 2012, Series 2013C and Series 2016B. The bonds are subject to remarketing at the conclusion of the initial
rate period. During the initial rate period, interest rates are fixed. The bonds are not supported by external liquidity agreements. The
Series 2012 bonds were remarketed on July 31, 2015 resulting in a three-year term with a fixed interest rate of 1.43%. Series 2013C
bonds remain in initial rate mode, which concludes on July 31, 2019. The 2013C bonds currently bear interest at 3.5% annually. The
2016B bonds bear interest at 2.5% through the end of their initial rate period on July 31, 2017. In the future, should a failed remarketing
occur, interest rates on the Series 2012, Series 2013C and Series 2016B bonds will increase to stepped rates of 7%, 6.5%, and 8%
respectively, until they are successfully remarketed, redeemed, or converted to a different interest rate mode.
PENSIONS AND OPEB

Budgetary pressure due to the district's participation in the Texas Teachers Retirement System pension plan is expected to remain
manageable in the near term. Moody's adjusted net pension liability (ANPL) for the district, under our methodology for adjusting
reported pension data, was $63.7 million in fiscal 2016, or a modest 0.53 times fiscal 2016 operating revenues, including the General
and Debt Service Funds.
Moody's ANPL reflects adjustments we make to improve comparability of reported pension liabilities. The adjustments are not
intended to replace the district's reported liability information, but to improve comparability with other rated entities. For more
information on Moody's insights on employee pensions and the related credit impact on companies, government, and other entities
across the globe, please visit Moody's on Pensions at www.moodys.com/pensions.
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Management and Governance
Texas school districts have an institutional framework score of “Aa,” or strong. Revenues, which are highly predictable, are determined
by the state funding formula that takes into account local taxes and state aid. School districts maintain moderate revenue-raising
flexibility. Although property tax rates (typically $10.40) are under the state-mandated cap of $11.70 per $1,000 of assessed value,
districts are dependent on enrollment growth to drive additional revenue. Expenditures, which primarily consist of personnel and
facility operational costs, are highly predictable. Districts have a moderate degree of flexibility to make cuts given the lack of unions
within the state.

Legal Security
The bonds constitute direct obligations of the district, payable as to principal and interest from an annual ad valorem tax levied,
without legal limit as to rate or amount, against all taxable property located within the district.

Use of Proceeds
Series 2017 bonds will be used for various capital projects, including an addition to the high school, renovation of an administrative
facility, technology upgrades and furniture necessary for the new facilities.

Obligor Profile
The district is located in Georgetown, 30 miles north of Austin, and serves approximately 11,500 students.

Methodology
The principal methodology used in the underlying rating was US Local Government General Obligation Debt published in December
2016. The principal methodology used in the enhanced rating was Rating Transactions Based on the Credit Substitution Approach:
Letter of Credit-backed, Insured and Guaranteed Debts published in December 2015. Please see the Rating Methodologies page on
www.moodys.com for a copy of these methodologies.

Ratings
Exhibit 3

Georgetown Independent School District, TX
Issue

Rating

Unlimited Tax School Building Bonds, Series 2017
Rating Type
Sale Amount
Expected Sale Date
Rating Description
Unlimited Tax School Building Bonds, Series 2017
Rating Type
Sale Amount
Expected Sale Date
Rating Description

Aa1
Underlying LT
$34,990,000
01/24/2017
General Obligation
Aaa
Enhanced LT
$34,990,000
01/24/2017
General Obligation

Source: Moody's Investors Service
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