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Wink-Loving Independent School District (ISD), TX's (Aa3 stable) credit profile is bolstered
by conservative financial practices that have yielded strong financial performance and
robust reserve levels as well as favorable debt management practices that include the rapid
amortization of debt. Long term liabilities and fixed costs are manageable even with rapid
debt payout, reflecting a modest pension liability. The district's tax base is very large for the
rating category, with recent significant growth driven by strong oil and gas production trends.
Though the base is almost entirely driven by oil and gas values, the district's position as a
recapture district within the state as well as the ample reserves compared to true operations
provide financial flexibility and help mitigate the risk associated the oil and gas driven tax
base.
On August 21, 2018, we upgraded the district's GO rating to Aa3 from A1 and assigned a
stable outlook.

Credit strengths
» Strong financial performance yielding robust reserve levels
» Rapid amortization of debt
» Modest pension liability
» Large tax base

Credit challenges
» Significant tax base concentration in the oil and gas sector exposes the district to tax base
volatility

Rating outlook
The stable outlook reflects the expectation that while highly vulnerable to fluctuations in the
oil and gas industry and possible tax base contraction, the district will continue to benefit
from conservative financial management and retain strong financial flexibility based on the
state funding formula and accumulated reserves.

Factors that could lead to an upgrade
» Significant diversification of tax base
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Factors that could lead to a downgrade
» Substantial deterioration of reserves
» Significant tax base contraction

Key indicators
Exhibit 1
Wink-Loving Independent School District, TX

2013

2014

2015

2016

2017

$1,270,849

$1,162,865

$1,817,127

$1,526,004

$1,646,048

1,259

1,240

1,184

1,119

N/A

$1,009,411

$937,795

$1,534,735

$1,363,721

N/A

117.6%

115.6%

114.1%

124.3%

# VALUE!

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

$20,260

$20,395

$25,955

$26,086

$25,144

Fund Balance ($000)

$3,203

$3,529

$8,843

$12,122

$15,698

Cash Balance ($000)

$1,921

$5,339

$11,927

$14,692

$17,151

Fund Balance as a % of Revenues

15.8%

17.3%

34.1%

46.5%

62.4%

Cash Balance as a % of Revenues

9.5%

26.2%

46.0%

56.3%

68.2%

$13,853

$20,351

$23,714

$21,266

$18,350

$2,604

$3,176

$3,223

$3,213

$3,773

Net Direct Debt / Operating Revenues (x)

0.7x

1.0x

0.9x

0.8x

0.7x

Net Direct Debt / Full Value (%)

1.1%

1.8%

1.3%

1.4%

1.1%

Debt/Pensions
Net Direct Debt ($000)
3-Year Average of Moody's ANPL ($000)

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

0.1x

0.2x

0.1x

0.1x

0.2x

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

0.2%

0.3%

0.2%

0.2%

0.2%

Source: Wink-Loving Independent School District's annual financial reports, Moody's Investors Service

Profile
Wink-Loving ISD serves all of Loving County and a portion of Winkler County in the Permian Basin region of west Texas. As of fiscal
2018, enrollment within the district was 431 students.

Detailed credit considerations
Economy and tax base: tax base significantly concentrated in mineral values
The district's tax base will remain large for the rating category but susceptible to volatility due to significant concentration in oil and
gas mineral values. With rebounding oil prices, increasing production, and corporate capital investment, the district's taxable value
increased a significant 72% over the prior year to $4.4 billion. While the substantial tax base expansion is positive for the district, it also
further exposes the district to tax base volatility as mineral values now comprise approximately 99% of the base.
Despite recent softness in oil prices, both Winkler and Loving Counties have seen oil production increase every year since 2011 and
monthly year-over-year oil production remains strong in 2018. Production in Loving County in particular, which is fully overlapping
with the district, has been particularly strong with oil production increasing to 48 million barrels and casinghead gas production
increasing to 132 billion cubic feet in 2017. These production levels reflect significant growth from just five years earlier when, in 2012,
oil production was 6 million gallons and casinghead gas production was 16 billion cubic feet. Given its location along the edge of
the Delaware Basin, which is a booming region of the Permian Basin, the district may continue to see strong production trends and
corresponding taxable value growth. Taxpayer concentration is high, given the 10 largest property taxpayers, all in the oil and gas
sector, account for a considerable 42% of fiscal 2018 full values; concentration in the top 10 taxpayers likely increased significantly
in fiscal 2019, though that information is not yet available. The largest three taxpayers as of fiscal 2018 were Anadarko Petroleum
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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Corporation (10% of fiscal 2018 values; Ba1 stable), EOG Resources, Inc. (5.3%, Baa1 positive), and Shell Western Exploration &
Production, a subsidiary of Shell Energy North America (US), L.P. (4.8%; A3 stable). Several companies are investing within the region,
building new pipelines and processing plants. Additionally, the district entered into agreements with two solar farm projects in 2017
that will add new value and reduce the oil and gas concentration going forward.
Resident incomes are above average with median family income equivalent to 124.3% of the US in 2016. Unemployment in Winkler
County is favorable at 3.2% as of May 2018 compared to 6.6% just one year earlier. The unemployment rate fell even as the labor
force grew, with the county adding 500 jobs over the prior year. Enrollment within the district has generally been increasing over the
past ten years reaching 431 students in fiscal 2018, a 3.1% increase over the prior year and gain of 100 students since 2010. Officials
report that there is sufficient capacity in district facilities in the event enrollment continues to grow but anticipates that significant
growth is unlikely given the limited housing stock within the district and absence of active residential development.
Financial operations and reserves: strong financial performance yields robust reserves even with large and growing
recapture payments
Ongoing conservative fiscal management as demonstrated through a history of strong operating performance will support
maintenance of healthy financial reserves, preserving financial flexibility which helps mitigate the district’s exposure to tax base
volatility. After deficits in fiscal 2010 (cash funding $2.1 million of capital improvements) and fiscal 2012 (a 12.3% increase in the
recapture payment to the state), the district has consistently realized surpluses every year, quadrupling reserves to an available general
fund balance as of fiscal 2017 of $8.8 million representing a healthy 43.1% of revenues. Including the debt service fund, total available
operating fund balance was $15.7 million representing a robust 62.4% of revenues.
Under the current state funding structure, the district is considered property wealthy and is required to make recapture payments to
the state. These payments are driven by the district's wealth per weighted average daily attendance (WADA). Districts with higher
property value wealth per WADA relative to certain thresholds are required to equalize their funding via these recapture payments.
Over the last six fiscal years, recapture payments were the district's largest annual general fund expenditure, including $10.7 million
representing 58% of total general fund expenditures in fiscal 2017. The district's available general fund balance at fiscal year-end
2017 represented 90.9% of operating revenues excluding recapture payments and provides a clearer depiction of the district's reserve
position relative to typical operating expenditures, such as instruction, transportation and administration. The district's true operations
have remained steady at under $8 million annually while recapture payments have continued to grow. In the event that mineral values,
and therefore the district's tax base, decline, the lost property tax revenues would be partially offset, though with possible timing
delays, by a decreasing recapture payment.
Management expects a $2 million increase in general fund reserves at year-end 2018 and indicates no plan to spend down reserves in
fiscal 2019. The district is considering retiring a portion of the outstanding debt with the very healthy debt service fund balance which
would reduce the balance to about half of annual debt service, but the district plans to rebuild the balance over time. The fiscal 2019
budget includes another $2 million surplus after a budgeted recapture payment of $33.6 million. The district's conservative budgeting
and prudent management support maintenance of healthy reserves and liquidity providing significant financial flexibility that is an
important mitigant to the district's high exposure to volatility in the oil and gas sector.
LIQUIDITY

As of fiscal 2017, the district had $10.2 million in unrestricted cash and investments, representing a strong 50.3% of general fund
revenues. Including the debt service fund, the district's cash position was $17.2 million representing 68.2% of operating revenues, well
exceeding medians for the rating category.
Debt and pensions: strong debt management practices; modest pension liability
The district's above average debt burden of 1.5% fiscal 2019 full value should be manageable given fast principal amortization and
absence of plans for additional near term borrowing. Following issuance of the 2018 bonds, the district will have $65.8 million of
outstanding GO bonds. Anticipated defeasance of the 2013 bonds will reduce the total debt to $58.6 million or 1.3% of the 2019 full
value. The district has levied a debt service tax rate of $2.80 per $1,000 of assessed value since voters approved a bond package in
2012. Although unlimited, a $2.80 tax rate has and will continue to generate a sufficient level of revenues to accommodate annual
debt service requirements. The debt service levy has also allowed the district to build a considerable balance in the debt service fund,
which provides significant financial flexibility.
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The district reports no major outstanding capital needs that will not be address through the bond package. Annual maintenance and
periodic bus purchases will be addressed in the annual budget.
DEBT STRUCTURE

All of the district's debt is fixed rate and fully amortizes within 10 years. The rapid principal amortization, which capitalizes on
significant recent tax base growth, is a credit positive by shortening the district's exposure to tax base volatility. Annual debt service
increases to $8.6 million in fiscal 2019 and then falls to $7 million for fiscal years 2020 through 2028 before dropping to $2 million at
final maturity in 2029. The current debt service tax rate will generate over $12 million when levied the fiscal 2019 values.
DEBT-RELATED DERIVATIVES

The district does not have any variable-rate debt and is not a party to any interest rate swaps or other derivative agreements.
PENSIONS AND OPEB

The district participates in the Texas Teachers Retirement System, a cost-sharing defined benefit pension plan, and has a minimal
pension liability. The State of Texas (Aaa stable outlook) makes a significant portion of the annual contributions to the plan on-behalf
of the district. Moody's adjusted net pension liability (ANPL) for the district, under our methodology for adjusting reported pension
data, is $5 million in fiscal year 2017. This liability is equal to a modest 0.2 times annual operating revenues which include the general
and debt service funds. Moody’s ANPL reflects certain 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.
Total fixed costs for fiscal 2017 including debt service and pension contributions were $3.4 million, a modest 13.4% of total operating
revenues. Compared to revenues available for district operations (net of recapture), fixed costs are more elevated at 22.6%. Annual
debt service will increase in the near term but will benefit from an offsetting growth in tax revenues.
Management and governance: conservative financial management
The district is governed by a seven member board of trustees who serve staggered three-year terms. Management has consistently
developed conservative budgets which the district has outperformed. While there is no formal fund balance policy, officials report no
plans to spend down reserves and anticipate continuing to build them.
Texas School Districts have an Institutional Framework score of Aa, which is high. Institutional Framework scores measure a sector's
legal ability to increase revenues and decrease expenditures. Property taxes, one of the sector's major revenue sources is subject to
a cap of $10.40 per 1,000 of assessed value, which can be overridden at the local level to $11.70 (with voter approval). The voter
approved levy override provides for additional revenue-raising flexibility. Unpredictable revenue fluctuations tend to be minor, or under
5% annually. Across the sector, fixed and mandated costs are generally greater than 25% of expenditures. Texas is a Right to Work
state, providing significant expenditure-cutting ability. Unpredictable expenditure fluctuations tend to be minor, under 5% annually.
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