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Dallas Center-Grimes Community School District, IA (Aa2) is a growing school district in the
northwest portion of the economically strong Des Moines (Aa2 stable) metropolitan area.
The district's financial operations are sound and supported by strong revenue and tax base
growth. While the district's debt burden is above-average, it corresponds to the district's
growing enrollment and need for school services. At the same time, the district's pension
burden is moderate and its fixed costs are modest.
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» Ties to Des Moines metro area supports continued economic expansion

» Growing enrollment, a key determinant in state aid funding

Credit challenges
» Above-average debt burden for the rating category

Rating outlook
Moody’s does not typically assign outlooks to local governments with this amount of debt.

Factors that could lead to an upgrade
» Further strengthening of operating reserves and available liquidity
» Continued economic growth that leads to tax base expansion and improvement in
resident incomes

Factors that could lead to a downgrade
» Material and sustained reduction in operating reserves or available liquidity
» Significant growth in debt or pension burdens
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Key indicators
Exhibit 1
Dallas Center-Grimes Community S.D., IA

2015

2016

2017

2018

2019

$1,272,188

$1,370,391

$1,548,008

$1,682,702

$1,896,896

10,693

11,667

12,002

12,002

12,002

$118,974

$117,459

$128,979

$140,202

$158,048

144.7%

140.2%

139.7%

139.7%

139.7%

Operating Revenue ($000)

$28,340

$31,396

$35,004

$38,132

$41,338

Fund Balance ($000)

$10,006

$10,946

$10,688

$14,689

$20,215

Cash Balance ($000)

$9,941

$11,589

$11,292

$15,473

$20,857

Fund Balance as a % of Revenues

35.3%

34.9%

30.5%

38.5%

48.9%

Cash Balance as a % of Revenues

35.1%

36.9%

32.3%

40.6%

50.5%

Net Direct Debt ($000)

$31,565

$43,830

$39,620

$38,165

$56,675

3-Year Average of Moody's ANPL ($000)

$33,322

$35,880

$42,799

$48,767

$52,658

2.5%

3.2%

2.6%

2.3%

3.0%

1.1x

1.4x

1.1x

1.0x

1.4x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%)

2.6%

2.6%

2.8%

2.9%

2.8%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x)

1.2x

1.1x

1.2x

1.3x

1.3x

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances

Debt/Pensions

Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

The above table reflects fiscal year data. Tax base data is displayed on a levy year basis, while financial information is displayed on a fiscal year basis
Sources: District's audited financial statements, Moody's Investors Service, Inc., U.S. Census Bureau

Profile
Dallas Center Grimes Community School District is located in central Iowa (Aaa stable) in the Des Moines metropolitan area in Dallas
(Aaa stable) and Polk (Aaa stable) Counties and has a population of approximately 12,000 residents. The district is comprised of the
cities of Dallas Center, Grimes (Aa2), and a portion of the City of Urbandale (Aa1). The district offers comprehensive educational
programs for students in prekindergarten through the twelfth grade. Enrollment for the 2019-2020 school year was 3,127 students.

Detailed credit consideration
Economy and tax base: growing tax base with economic ties to Des Moines metro
The district's healthy economic base will remain a credit strength given its close ties to the Des Moines metropolitan area that support
above-average resident wealth and incomes. The district's $1.9 billion tax base grew rapidly over the last five years at an average annual
rate of 10%. New residential construction to accommodate the inflow of new residents into the district is the key driver of the district's
tax base expansion. With the amount of residential construction projects currently underway and ample land for available for future
development, we expect the district's tax base will continue to grow.
Since 1990, the district's population has grown by nearly 140% and the current population is estimated at 12,000 residents. Median
family income is healthy at 140% of the national median while full value per capita is $158,048. Reflecting the strength of the regional
economy, the district's labor market trends have been robust and the countywide labor force and employment have surpassed prerecession levels. As of November 2019, the unemployment rate is low at 1.6%.
Financial operations and reserves: sound financial profile supported by revenue raising flexibility
We expect the district's financial operations will remain sound given strong enrollment trends and prudent management. The district's
general fund posted a $1.5 million operating surplus in fiscal 2019, increasing the available (unassigned plus assigned plus committed)
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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general fund balance to $7 million or a healthy 21% of general fund revenue. The operating surplus was largely driven by an increase
in property tax collections and state aid given the district's growing enrollment. Across the district's major operating funds (General,
Management and Debt Service), the available fund balance grew to $20 million or a strong 49% of operating revenue in fiscal 2019.
Most the district's reserves are held in the Debt Service Fund and will be used to redeem a portion of the district's outstanding bonds
in advance of their stated maturity. For fiscal 2020, the district anticipates using approximately $1.3 million of general fund reserves
because it will not have the ability to levy for cash to offset the increase in expenditures from growing enrollment. We expect the
district's general fund balance to decline to approximately $5 million, or 16% of budgeted revenue in fiscal 2020. While the district has
not yet finalized its budget for fiscal 2021, it is likely to use general fund reserves as it will not have ability to levy for cash. However, we
expected the district to levy for cash again once it regains the authority in fiscal 2022 to balance operation and improve reserves.
Iowa's education funding framework is based on enrollment figures from the fall of the previous year, so rapidly growing districts,
like Dallas Center-Grimes, face increased operating demands that are not concurrently offset with revenue from the state. Favorably,
Iowa school districts have the ability to use a cash reserve levy to maintain financial reserves. While the levy has no rate cap, school
districts must limit the levy such that the combination of levy revenue and unexpended fund balance does not exceed 20% the prior
year's expenditures. The district has historically used its cash reserve levy when capacity is available to maintain an adequate level of
operating reserves to mitigate operating pressures from growing enrollment.
State aid and property taxes comprise the largest portion of the district's revenue accounting for 44% and 41% of 2019 operating
revenue, respectively. In addition to its general operating levy and cash reserve levy, the district levies a $1.67 per $1,000 of taxable
valuation Physical Plant and Equipment Levy (PPEL) for capital and equipment needs. The PPEL levy is voter approved through fiscal
2026. The district also uses a board approved instructional support levy that funds enhanced educational programs by generating an
additional 10% of total regular program costs. Additionally, the district benefits from a 1% School Infrastructure Sales, Services and Use
Tax which is dedicated to fund capital projects and pay debt service.
LIQUIDITY

Net cash across the district's major operating funds was $21 million, or 51% of operating reserves in fiscal 2019. Additionally, the
district reported a $7 million cash balance generated from the district's statewide sales tax revenue and PPEL levy in its Capital Project
Fund.
Debt, pensions and OPEB: debt drives leverage while post-employment liabilities are moderate.
In September 2018, voters of the district approved the issuance of $46 million in general obligation unlimited tax (GOULT) bonds to
build a new 7th and 8th grade building and athletic facilities. The Series 2020 bonds are the second issuance against the authorized
amount and the district plans to issue the remaining $3 million within the next two years. Inclusive of the Series 2020 bonds, net direct
debt will total $72 million or 3.8% of full value and 1.8x fiscal 2019 operating revenue. The amount authorized by voters of the district
is expected to meet the district's facility needs to accommodate growing enrollment for the next five to 10 years. The district's facilities
do not currently suffer from overcrowding and are in good operating condition.
The district has been levying in excess of the annual debt service requirement so that it can redeem bonds in advanced of their
scheduled retirement. Net of cash held in an irrevocable escrow to redeem a portion of the districts outstanding GO bonds before their
stated maturity, the district's net debt burden falls to $62 million or 3.3% of full value and 1.5x fiscal 2019 operating revenue. Going
forward, the district will continue to maintain its current debt service levy of $4.05 per $1,000 of taxable valuation and use funds in
excess of the annual debt service requirement to redeem bonds in advance of their stated maturity.
The district's pension burden is moderate and not a significant credit pressure for the district. Moody's three-year average adjusted net
pension liability (ANPL), based on a 4.41% discount rate, was $53 million or 2.8% of full value and 1.3x fiscal 2019 operating revenue.
In comparison, the district's reported a GASB net pension liability of $16 million, based on a 7% discount rate.
Fixed costs, consisting of debt service retirement plan contributions, were $5 million and a moderate 12% of operating revenue in fiscal
2019. Debt service expense comprises most the district’s fixed costs at 8% of operating revenue in fiscal 2019 and is supported by an
unlimited property tax levy.
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DEBT STRUCTURE

All of the district’s debt is fixed rate and amortizes over the long-term. Principal amortization is moderate with 54% of all debt
scheduled to be repaid within 10 years.
The district's $72 million of direct debt consists of $67 million of GO debt and $5 million in sales tax revenue debt. The sales tax
revenue debt does not carry the district's GO pledge but is an obligation of the district and therefore included in the district's direct
debt. The sales tax debt is payable solely from statewide sales taxes distributed to the district's based on enrollment. In fiscal 2019, the
district received $2.9 million in stateside sales tax revenue.
Aggregate GO debt service is level at approximately $4.7 million through fiscal 2039, the final maturity.
DEBT-RELATED DERIVATIVES

The district does not have any debt-related derivatives.
PENSIONS AND OPEB

The district participates in one defined benefit multiple-employer cost-sharing plan, the Iowa Public Employees’ Retirement System
(IPERS). On an annual basis, the plan establishes local government retirement contributions as a share of annual payroll based on
actuarial requirements. Current employer contribution rates are approximately 9.4% of payroll while employee contributions rates are
approximately 6.3% of payroll through fiscal 2021. The district has routinely made its full required contributions.
The Moody’s ANPL referenced above uses the cost-sharing plan allocation of plan liabilities and fair market value of assets reported
by the district under GASB 68 but reflects the use of the FTSE Pension Liability Index, a high investment-grade long-term taxable
bond index, to value the plan’s liabilities. While the plan’s current discount rate is 7.00%, the FTSE Pension Liability Index used to value
liabilities was 4.14% as of the plan’s June 30, 2018 measurement date.
In aggregate, all participating governments contributed below the ‘tread water’ 1 in fiscal 2019. However, with asset performance
exceeding the plan’s assumed investment return, plan level net pension liability (NPL) declined by 8% in fiscal 2019. Because of a 12month balance sheet reporting lag, the reduction in the plan’s unfunded liabilities in 2019 will not be reflected in local government
balance sheets until fiscal 2020 for most Iowa local governments.
OPEB obligations do not represent a material cost for the district. The district's adjusted net OPEB liability (adjusted NOL), based on
a 3.51% discount rate, was $1.8 million in fiscal 2019 and arises from an implicit rate subsidy as retired employees can remain on the
district's healthcare plan at 100% of the premium until they are Medicare eligible.
Management and governance: strong institutional framework reflects ability to adjust revenue and expenses
Iowa school districts have an Institutional Framework score of Aa, which is high. Institutional Framework scores measure a sector's legal
ability to increase revenue and decrease expenditures. Revenue raising flexibility is high as the management levy is unlimited. Districts
can also access other levies with board and/or voter approval, including the cash reserve levy, which can equal up to 20% of the prior
year’s general fund expenditures. Revenue and expenditures tend to be predictable, given state-imposed limits on annual growth rates.
Across the sector, fixed and mandated costs are generally moderate. However, Iowa has public sector unions, which can limit the ability
to cut expenditures.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.
Exhibit 2
Rating Factors

Economy/Tax Base (30%)

Measure

Score

[1]

Tax Base Size: Full Value (in 000s)

$1,896,896

Aa

$158,048

Aaa

139.7%

Aa

Fund Balance as a % of Revenues

48.9%

Aaa

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

26.0%

Aaa

Cash Balance as a % of Revenues

50.5%

Aaa

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

27.0%

Aaa

Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)

Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x)

Aa

Aa

1.1x

Aaa

3.8%

A

1.8x

A

2.8%

A

Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)

1.3x

A

Scorecard-Indicated Outcome

Aa1

Assigned Rating

Aa2

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication
Sources: US Census Bureau, Moody's Investors Service, audited financial statements

Endnotes
1 Our “tread water” indicator measures the annual government contribution required to prevent reported net pension liabilities from growing, given the
entity's actuarial assumptions. An annual government contribution that treads water equals the sum of employer service cost and interest on the reported
net pension liability at the start of the fiscal year. A pension plan that receives an employer contribution equal to the tread water indicator will end the
end the year with an unchanged net pension liability relative to the beginning of the year if all plan assumptions hold. Net liabilities may decrease or
increase in a given year due to factors other than the contribution amount, such as investment performance that exceeds or falls short of a plan's assumed
rate of return. Still, higher contributions will always reduce unfunded liabilities faster, or will allow unfunded liabilities to grow more slowly than lower
contributions.
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