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Summary
Waunakee Community School District (A1) benefits from its favorable location near the
Madison (Aaa stable) metropolitan area, strong resident incomes and wealth levels and
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growing enrollment. Finances have narrowed significantly in recent years due to spend downs
for capital projects. However going into fiscal 2021 we expect reserves to remain stable due
to an anticipated $2.4 million surplus in the general fund, as a result of pandemic related
expenditure savings, and the passage of a five year operating levy generating an additional
$2.1 million in revenues. The profile also considers the district's above average leverage and
moderate fixed costs.

On April 14 we assigned an A1 issuer rating and also downgraded the district’s general
obligation unlimited tax (GOULT) rating to A1 from Aa2.

Credit strengths
» Moderately sized tax base near Madison
» Growing enrollment trend

» Above average resident income and wealth levels

Credit challenges
» Narrow liquidity and dependence on cash flow borrowing

» Above average long-term liabilities with plans for additional debt

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

Factors that could lead to an upgrade
» Significant increase in fund balance or cash

» Substantial decline in long-term liabilities

Factors that could lead to a downgrade
» Further decline in fund balance or cash

» Increase in long-term liabilities
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Key indicators

Exhibit 1
Waunakee Community School District, WI

2017 2018 2019 2020 Aa Medians
Economy
Resident income 177.0% 180.8% 177.8% N/A 121.7%
Full value ($000) $2,512,024 $2,715,348 $2,918,023 $3,233,888 $3,848,156
Population 19,733 20,122 20,688 N/A 29,777
Full value per capita $127,301 $134,944 $141,049 N/A $104,849
Enrollment 4181 4,252 4,339 4,375 4,489
Enrollment trend N/A N/A 1.8% 1.5% -0.1%
Financial performance
Operating revenue ($000) $54,071 $54,729 $59,075 $63,236 $73,583
Available fund balance ($000) $9,748 $9,131 $8,662 $8,429 $18,249
Net cash ($000) $3,296 $2,315 $1,637 $693 $22,186
Available fund balance ratio 18.0% 16.7% 14.7% 13.3% 25.4%
Net cash ratio 6.1% 4.2% 2.8% 11% 30.4%
Leverage
Debt ($000) $81,966 $77,514 $72,860 $66,141 $49,675
ANPL ($000) $59,319 $71,531 $63,744 $85,050 $96,635
OPEB ($000) N/A $6,825 $4,288 $4,608 $12,399
Long-term liabilities ratio N/A 284.8% 238.5% 246.4% 284.4%
Implied debt service ($000) $6,521 $6,088 $5,711 $5,312 $3,456
Pension tread water ($000) $1,606 $1,180 $2,072 N/A $3,192
OPEB contributions ($000) N/A $589 $565 $587 $507
Fixed-costs ratio N/A 14.4% 141% 12.6% 11.6%

For definitions of the metrics in the table above please refer to the US K-12 Public School Districts Methodology or see the Glossary in the Appendix below. Metrics represented as N/A
indicate the data were not available at the time of publication. The medians come from our most recently published K12 Median Report.
Sources: US Census Bureau, Waunakee Community School District, WI's financial statements and Moody's Investors Service

Profile

The Waunakee Community School District encompasses 56 square miles in Dane County (Aa1 stable). The district provides
prekindergarten through 12th grade education, serving approximately 20,600 residents of the Village of Waunakee (Aa2), a portion of
Madison, and several surrounding towns. The district's fiscal 2020 enrollment was approximately 4,489.

Detailed credit considerations

Economy: favorably located near Madison with strong wealth and resident incomes

The district's economy will continue to benefit from strong housing development activity within its local communities and its favorable
location in the Madison metropolitan area. Given its proximity to the state capital, many residents commute to Madison, which has

a diverse employment base that includes state government and the University of Wisconsin at Madison. As of February 2021, Dane
county's unemployment rate was a low 3.5%, lower than both the state and nation. The district has average wealth and resident
incomes at over $164,000 and 178% of nation, respectively.

The district's population has continued to increase, totaling 20,688 in 2019, up from 18,147 in 2010. Additionally, student enrollment
has grown at a 1.5% three year average annual rate, of which management attributes partially to additional residential development
and new families moving into the area.

Financial operations: adequate reserves expected to stabilize

The district's financial operations are expected to remain stable going forward given management's demonstrated willingness to raise
operating revenue and adjust expenditures. For fiscal 2021 the district is estimating ending with a $2.4 million surplus in the general
fund, driven primarily by pandemic related expenditure savings. Going into fiscal 2022 management plans to continue building up

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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reserves, with additional revenues from an operating levy passed by voters this year, generating an additional $2.1 million for the next
five years, and CARES act funding. Year to date the district has received $62,000 in CARES act funding, but anticipates receiving an
additional $4 million to $5 million in fiscal 2022.

Available general fund balance has declined over the last four years, from $9.2 million in fiscal 2016 to $6.4 million, or 12% of general
fund revenues in fiscal 2020. The four year decline in fund balance has been an intentional spend down by management for capital
projects in place of borrowing. Inclusive of debt service funds, the available operating fund balance totaled $8.4 million, or 13% of
revenues in fiscal 2020. The district anticipates being reimbursed for these capital projects from previous fund raising efforts. The time
frame is estimated to be ten years.

Property taxes comprised 53% of revenue in fiscal 2020 with state aid comprising 42% of revenue. The State of Wisconsin has not
made any cuts in funding to school districts.

Liquidity

While the district's general fund total balance is satisfactory, its net cash balance is very weak due to necessary cash flow borrowing. At
year-end fiscal 2020 the district's general fund cash position, net of $5 million of outstanding revenue anticipation notes, was negative
$149,000, or -0.3% of general fund revenues. The district receives its property taxes twice a year, resulting in very uneven cash flows
that require the support of external borrowing. Across operating funds net cash was $693,000, or 1% of revenues. As of February 2021
the district's estimated cash position in the general fund and debt service fund was $1.6 million, equal to a still a narrow, but improved
2.5% of 2020 operating revenues.

Leverage: above average debt burden with plans for additional debt

The district’s overall leverage is above average, and expected to remain so due to additional borrowing needs in fiscal 2022. Total
leverage is 246% of fiscal 2020 operating revenue, largely reflecting its adjusted net pension liability, which is equal to 127% of
operating revenue. Adjusted fixed costs, inclusive of debt service and retirement contributions, are moderate at 12.6% of revenue.
While the district does not anticipate additional borrowing over the next twelve months, additional borrowing beyond that time frame
is highly likely.

Legal security
The district’s GOULT bonds are payable from unlimited ad valorem property taxes.

Debt structure
All of the district's debt is fixed rate with a slow ten-year principal payout of 87%.

Debt-related derivatives
The district does not have any debt-related derivatives.

Pensions and OPEB

The district's pension liabilities, which make up the majority of its overall leverage, will remain manageable for the forseeable future.
The district's ANPL is much higher than reported pension liabilities because the market interest rates we use to value pension liabilities
are far lower than reported discount rates.

Other post-employment benefits (OPEB) obligations do not represent a material credit risk for the district. The district operates a
single-employer retiree medical and prescription drug benefits plan with an OPEB liability in fiscal 2020 of $7.2 million.

ESG considerations

Environmental

Environmental considerations are a modest factor in the district's credit profile at this time. According to data of Moody's affiliate,
Four Twenty Seven Waunakee Community School District, is located in an area at medium risk for heat stress. The firm measures heat
stress as the relative change in both the frequency and severity of hot days, as well as average temperature. The biggest impact of heat
exposure for most Midwest issuers will be to agriculture based economies.
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Social

Social considerations impact the district's credit profile. We regard the coronavirus outbreak as a social risk under our ESG framework,
given the substantial implications for public health and safety. Waukanee Community SD's favorable location in the Madison
metropolitan area bolster its economic profile as detailed in the Economy and Tax Base section. Overall district demographics are
above average, and unemployment rates are below both the state and median averages.

Governance
The district has an informal general fund balance policy of 15% of expenditures. Reserves fell below the policy in fiscal 2020, however
officials expect fund balance to fall back in line with policy in fiscal 2021, due to a $2.4 million surplus from coronavirus savings.

Wisconsin school districts have an Institutional Framework score ' of A. The state controls the bulk of revenue through per-pupil
revenue limits, which are calculated annually and are based on enrollment changes, an inflationary increment and the prior year's
revenue limit. The difference between a district's revenue limit and its general state aid is the maximum amount the district can
generate via its property tax levy. Districts can request voter authorization to exceed property tax levy limits on either a recurring or
non-recurring basis.
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Rating methodology and scorecard factors

The US K-12 Public School Districts Methodology includes a scorecard, a tool providing a composite score of a school district’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 school district credits.

Exhibit 2
Waunakee Community School District, WI

Measure Weight Score
Economy
Resident Income (MHI Adjusted for RPP / US MHI) 177.8% 10.0% Aaa
Full value per capita (full valuation of the tax base / population) 163,565 10.0% Aa
Enrollment trend (three-year CAGR in enrollment) 1.5% 10.0% Aa
Financial performance
Available fund balance ratio (available fund balance / operating revenue) 13.3% 20.0% A
Net cash ratio (net cash / operating revenue) 11% 10.0% Ba
Institutional framework
Institutional Framework A 10.0% A
Leverage
Long-term liabilities ratio ((debt + ANPL + adjusted net OPEB) / operating revenue) 246.4% 20.0% Aa
Fixed-costs ratio (adjusted fixed costs / operating revenue) 12.6% 10.0% Aaa
Notching factors
No notchings applied
Scorecard-Indicated Outcome Al
Assigned Rating Al

Sources: US Census Bureau, Waunakee Community School District, WI's financial statements and Moody's Investors Service
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Appendix

Exhibit 3

Key Indicators Glossary
Definition Typical Source*

Economy

Resident income Median Household Income (MHI), adjusted for Regional Price Parity MHI: American Community Survey (US
(RPP), as a % of the US Census Bureau)

RPP: US Bureau of Economic Analysis

Full value ($000) Estimated market value of taxable property accessible to the district State repositories, district’s audited
financial reports, offering documents or
continuing disclosure

Population Population of school district American Community Survey (US Census
Bureau)
Full value per capita Full value / population of school district
Enrollment Student enrollment of school district State data publications
Enrollment trend 3-year Compound Annual Growth Rate (CAGR) of Enrollment State data publications; Moody's Investors
Service
Financial performance
Operating revenue ($000) Total annual operating revenue in what we consider to be the Audited financial statements
district's operating funds
Available fund balance ($000) Committed, assigned and unassigned fund balances in what we Audited financial statements
consider to be the district's operating funds
Net cash ($000) Net cash (cash and liquid investments minus short-term debt) in Audited financial statements
what we consider to be the district's operating funds
Available fund balance ratio Available fund balance / Operating Revenue Audited financial statements
Net cash ratio Net Cash / Operating Revenue Audited financial statements
Leverage
Debt ($000) District's direct gross debt outstanding Audited financial statements; official
statements
ANPL ($000) District's pension liabilities adjusted by Moody's to standardize the  Audited financial statements; Moody's
discount rate used to compute the present value of accrued benefits Investors Service
OPEB ($000) District's net other post-employment benefit (OPEB) liabilities Audited financial statements; Moody's
adjusted by Moody's to standardize the discount rate used to Investors Service
compute the present value of accrued benefits
Long-term liabilities ratio Debt, ANPL and OPEB liabilities as % of operating revenue Audited financial statements, official
statements; Moody's Investors Service
Implied debt service ($000) Annual cost to amortize district's long-term debt over 20 years with Audited financial statements; official
level payments statements; Moody's Investors Service
Pension tread water ($000) Pension contribution necessary to prevent reported unfunded Audited financial statements; Moody's

pension liabilities from growing, year over year, in nominal dollars, if Investors Service
all actuarial assumptions are met

OPEB contributions ($000s) District’s actual contribution in a given period, typically the fiscal yearAudited financial statements; official
statements
Fixed-costs ratio Implied debt service, pension tread water and OPEB contributions as Audited financial statements, official
% of operating revenue statements, pension system financial
statements

*Note: If typical data source is not available then alternative sources or proxy data may be considered. For more detailed definitions of the metrics listed above please refer to the US K-12
Public School Districts Methodology.
Source: Moody's Investors Service

Endnotes

1 The institutional framework score categorically assesses whether a district has the legal ability to raise the bulk of its operating revenue at the local level
or if the state determines the bulk of its operating revenue. Beyond the local versus state categorization, the strength of the institutional framework score
is a measure of the district’s flexibility in raising additional locally determined operating revenue. See US K-12 Public School Districts Methodology for
more details.
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