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Lane County S.D. 69 (Junction City), OR
New Issue - Moody's assigns A1 underlying, Aa1 enhanced to
Lane County S.D. 69 (Junction City), OR's GO bonds

New Issue

Summary Rating Rationale
Moody's Investors Service has assigned an initial A1 rating to Lane County School District
69 (Junction City), Oregon's General Obligation Bonds, Series 2016 expected to be issued in
the amount of $14.6 million. The bonds will also receive the Aa1 enhancement rating of the
Oregon School Bond Guarantee Program. This will be the only debt for the district.
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The A1 underlying rating reflects the district's moderately sized tax base, socioeconomic
factors comparable to similarly rated peers, and a strong financial position including reserves
available for operations outside of the general fund. The rating also reflects the district's low
debt burden, but significantly more elevated pension burden.
The Aa1 enhancement rating reflects the State of Oregon's (GO rated Aa1 with stable
outlook) full faith, credit and unlimited taxing power which is pledged to guarantee qualified
school districts' bond debt service when due. Key aspects of the program include third party
notification of any unpaid debt service and favorable state oversight.

Credit Strengths
»

Significant financial flexibility, including reserves available for operations held outside of
the general fund

»

Moderately sized tax base and socioeconomic factors on par with similarly rated districts

Credit Challenges
»

General fund reserves are lower than similarly rated peers

»

Pension burden is higher than similarly rated peers

Rating Outlook
Outlooks are usually not assigned to local governments with this amount of debt
outstanding.

Factors that Could Lead to an Upgrade
»

Significant growth in the tax base

»

Growth in general fund reserves
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Factors that Could Lead to a Downgrade
»

Material decline in the tax base

»

Sustained decline in reserves, including reserves held outside of the general fund

Key Indicators
Exhibit 1

Source: Moody's Investors Service

Recent Developments
Recent developments are incorporated into the Detailed Rating Considerations.

Detailed Rating Considerations
Economy and Tax Base
Located approximately 12 miles north of Eugene, OR (Aa1 GO rating) and 90 miles south of Portland, OR (Aaa GO rating), the district
serves Junction City and surrounding unincorporated portions of Lane County (Aa3 GOLT rating). Junction City is part of the EugeneSpringfield metro area, located in the central part of western Oregon. The region is the third largest metropolitan area in Oregon
and major employers in the area include the University of Oregon, PeaceHealth Medical Center, and federal and local government
employers.
The district serves a largely agricultural area. However, Oregon State Hospital recently opened a 25-bed unit in Junction City and
Winnebago recently added 40 people to a service facility located in the district and is expected to add an additional 200 employees in
the coming year. We also expect some additional multi-family and single-family developments to continue to grow the population and
tax base of the district somewhat over the next few years.
The district's tax base is moderately sized for the rating category, with 2016 real market value of $1.5 billion. After four years of declines
in the tax base that totaled 17% from 2010 to 2013, the district's real market value has grown in each of the last three years. Due to
the provisions of Measure 50, the district's assessed value increased every year and currently stands at $1 billion.

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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The district's socioeconomic factors are on par with similarly rated districts nationally. Median family income is 91.6% of the US
median and per capita income is 84.3% of the US metric, both as of the 2014 American Community Survey. Full value per capita is
stronger at $115,924.
Financial Operations and Reserves
The district's financial operations are stable, despite two years of small deficits and declines in fund balance. The district's available
general fund balance ended fiscal 2015 at $1.3 million, or a moderate 8.9% of revenues. The district expects to end the 2016 fiscal year
with available fund balance of $1.7 million, or 11.5% of revenues. Including additional liquidity available for operations, discussed below,
the district had total operating funds reserves of $2.4 million, or a stronger 17% of revenues.
The district also has significant additional reserves outside of the general fund in special revenue funds. The district makes recurring
annual transfers from the general fund to special revenue funds established for maintenance, technology and textbook purchases. The
amount of the transfers each year varies, and district management doesn't make the transfer until the end of the fiscal year, once it has
determined the amount it can transfer without reducing reserves in the general fund. The five-year average of transfers is $273,871, and
the total 2015 fund balance that would be available for operations is $1.2 million. This has declined slightly as the district used some of
the reserves for curriculum adoption and some maintenance expenses, but the district does not expect material declines in the balance
in the future.
The district's largest revenue source, at 68% of General Fund revenues, is state funding based on enrollment, which has been growing
slightly, for total enrollment in 2016 of 1,740 students. Oregon's per pupil education funding has been somewhat volatile, declining
three times since 2008. However education funding is expected to improve in the next biennium, which will add stability to the
district's revenue base.
The district's second largest revenue source is property taxes at roughly 32% of revenues, which is a very stable source of funding given
the state's property tax laws. Due to the provisions of Measure 50, assessed value per property across most classes is able to increase
by up to 3% annually plus the value of new construction as long as it is below real market value. As of 2016 the district's total assessed
value was 79% of real market value, which will allow it to continue to grow, thereby increasing the district's property tax revenues.
LIQUIDITY

The district has strong liquidity in both the general fund, and including additional liquidity available for operations in the special
revenue funds. In the general fund, net cash in audited 2015 financials was $2.4 million, or 16.8% of revenues. Including the additional
liquidity available for operations, the district had net cash of $3.6 million, or 25% of revenues.
Debt and Pensions
The district's debt profile is low, and the current issuance will be the district's only debt. Post-issuance, net direct debt of $14.6 million
will represent a modest 1% of 2016 real market value, and 1.03 times operating revenues. This represents the full authorization
approved in May 2016. The district has no plans to issue additional debt in the next several years.
DEBT STRUCTURE

The district's debt is fixed rate and amortizes rapidly, with full amortization in 10 years.
DEBT-RELATED DERIVATIVES

The district has no debt-related derivatives.
PENSIONS AND OPEB

The district's pension burden is elevated, which reflects the fact that the district did not issue any pension obligation bonds, as some
school districts in Oregon have. The district participates in the Oregon Public Employees Retirement System (PERS). The district's 3year average of Moody's adjusted net pension liability (ANPL) is a high 3.9% of full value, and 4.1 times operating revenues. ANPL
dropped significantly from 2013 to 2015, and if it remains low, the three-year average is expected to decrease significantly. ANPL
reflects certain adjustments we make to improve comparability of reported pension liabilities. The adjustments are not intended to
replace the district or the pension system's reported liability information, but to improve comparability with other rated entities. The
district's annual pension contribution payments are expected to increase in the next biennium, but management believes it will be able
to absorb the increase costs while maintaining its healthy financial position.
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Management and Governance
Oregon school districts have an institutional framework score of “A,” or moderate. Revenues are moderately predictable as they
primarily consist of property taxes and state aid. Districts have moderate revenue-raising ability as they can increase operating property
tax revenues by 3% annually. Districts can also seek voter approval for additional local option property tax levies. Expenditures are
highly predictable, as they primarily consist of personnel costs that are largely governed by labor contracts. Districts have a moderate
ability to reduce expenditures given the need to maintain educational services and the presence of collective bargaining groups.

Legal Security
The current offering is secured by the district’s full faith, credit, and unlimited property tax pledge. Debt service for GOULT bonds in
Oregon is funded by a separate property tax levy that is dedicated to bondholders and secured through statute, a beneficial credit
strength for bondholders.
The state pledges its full faith, credit and unlimited taxing power under the Oregon School Bond Guarantee Program to guarantee debt
service when due for qualified school districts' GOULT bonds.

Use of Proceeds
The proceeds from the sale of the Bonds will be used to finance site improvements, capital costs, furnishing and equipping of schools
and to pay the costs of issuance of the bonds.

Obligor Profile
The district is located in Lane County in the central western region of Oregon, and its boundaries include Junction City and
unincorporated areas of the county. The district encompasses 163 square miles, with an estimated population of 12,857. It operates
one high school, one middle school, and two elementary schools with a total student population of 1,740 in fiscal 2016.

Methodology
The principal methodology used in the underlying rating was US Local Government General Obligation Debt published in January 2014.
The principal methodology used in the enhanced rating was US States Rating Methodology published in April 2013. Please see the
Ratings Methodologies page on www.moodys.com for a copy of these methodologies.

Ratings
Exhibit 3

Lane County S.D. 69 (Junction City), OR
Issue

Rating

General Obligation Bonds, Series 2016
Rating Type
Sale Amount
Expected Sale Date
Rating Description
General Obligation Bonds, Series 2016
Rating Type
Sale Amount
Expected Sale Date
Rating Description

A1
Underlying LT
$14,635,000
07/07/2016
General Obligation
Aa1
Enhanced LT
$14,635,000
07/07/2016
General Obligation

Source: Moody's Investors Service
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