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Moody’s Investors Service has assigned a Aa2 rating to Waunakee Community School
District, WI’s $10 million General Obligation Refunding Bonds, Series 2016. Concurrently,
Moody's maintains a Aa2 rating on the district's outstanding rated general obligation
unlimited tax (GOULT) debt. Post-sale, the district will have $91.2 million of outstanding
GOULT debt, $79.3 million of which is Moody’s rated.
The Aa2 rating reflects the district’s moderately-sized tax base within the Madison (Aaa
stable) metropolitan area, characterized by above average resident wealth indices and
increasing student enrollment. Also incorporated in the rating are the district’s satisfactory
General Fund reserves; reliance on annual cash flow borrowing due to timing of receipts;
as well as its above average debt burden and manageable exposure to post-retirement
liabilities.

Credit Strengths
»

Moderately-sized tax base with above average socioeconomic characteristics and
proximity to strong Madison economy

»

Strengthening operating reserves supported by voter approved supplemental levies

»

Growing enrollment

Credit Challenges
»

Continued reliance on cash flow borrowing to provide liquidity for operations

»

Above average debt burden with future borrowing expected

Rating Outlook
Outlooks are usually not assigned to local government credits with this amount of debt.

Factors that Could Lead to an Upgrade
»

Material tax base growth

»

Sustained increases to operating reserves and liquidity

»

Moderation of the district’s debt burden
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Factors that Could Lead to a Downgrade
»

Erosion of the district’s tax base and/or demographic profile

»

Sustained declines to operating reserves and liquidity

»

Significant further leveraging of the district’s debt burden

Key Indicators
Exhibit 1

Source: Moody's Investors Service

Recent Developments
Since our most recent report dated May 5, 2015 the district has completed its 2015 fiscal year and has released its annual audit.
Audited figures for fiscal 2015 depict a moderately-sized General Fund operating surplus of $869,000 for the year, increasing reserves
to $8.3 million, or a satisfactory 18.8% of revenue. In addition, the district's tax base recorded its third consecutive year of valuation
growth, while enrollment continued its upward trend, increasing by 2% to 4,123 students for the 2015-2016 school year.

Detailed Rating Considerations
Economy and Tax Base: Moderately-Sized Affluent Tax Base Benefits from Proximity to Madison
We expect the district’s tax base will demonstrate long-term growth due to ongoing residential development and the strength of the
regional economy. Located just north of Madison in Dane County (Aa1 stable), Waunakee Community School District encompasses
an area of approximately 56 square miles, serving the entire Village of Waunakee (Aa2), a portion of Madison, and several surrounding
towns. Since 2010, the moderately-sized $2.3 billion tax base has grown at an average annual rate of 2.1%, which includes a healthy
valuation increases of 3.7% and 5.7% in 2014 and 2015, respectively, bringing valuations above the prior peak reached in 2008.
Taxpayer concentration is modest with the top ten district tax payers comprising 3.4% of 2014 full value.
Given its proximity to the state capital, many residents commute to Madison for employment with an employment base that includes
state government and the University of Wisconsin at Madison. Residential developments within the district continue, including the
Community at Bishops Bay. The development, which covers 750 acres and is currently one of the largest in Wisconsin, is expected to
add a large number of homes to the district's tax base over the next few decades. In addition, two other housing developments are
underway and expected to add a total of 750 homes over the next decade. The district's demographic profile is affluent with median
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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family income at 161% of the nation, according to the American Community Survey's 2009-2013 survey. At 2.6% in October of 2015,
the unemployment rate for the county was well below the state's rate of 3.6% and nation's rate of 4.8% during the same time period.
Financial Operations and Reserves: Strengthening Financial Reserves as a Result of Annual Surpluses
The district's financial operations are expected to remain sound given historically strong management, conservative budgeting, and
steadily increasing enrollment. Beginning with fiscal 2008 the district has recorded eight consecutive operating surpluses, including
a moderate surplus of $869,000 in fiscal 2015. Management has a demonstrated history of achieving positive budget-to-actual
results, including a $858,000 positive variance in fiscal 2015. While a modest $12,000 operating surplus has been budgeted for fiscal
2016, management anticipates ending the year with a stronger surplus, primarily due to additional operating revenues generated by
supplemental levies approved by voters in November 2014. In addition to the General Fund, the district ended fiscal 2015 with $3.0
million in restricted Debt Service Fund reserves. Combined available operating reserves totaled $11.3 million, or a satisfactory 22.9% of
combined revenue.
The district’s operational General Fund revenues are nearly evenly split between state aid (50% of fiscal 2015 revenue) and local
property taxes (45%). Enrollment is a key component of operating revenues for Wisconsin (Aa2 positive) school districts and
Waunakee's enrollment has grown significantly over the last decade. Current year enrollment stands at 4,123, representing 2.0%
average annual growth since fiscal 2011. Management's projections for enrollment growth, based on new housing starts underway and
planned, indicate an additional 192 students by fiscal 2021. While enrollment growth has driven revenue growth, it has also required
the district is issue debt to address capacity issues and may continue to drive operational costs higher going forward. Favorably,
in November of 2014, district voters approved additional levies for operating costs associated with new facilities and technology
initiatives. Beginning in the fiscal year 2015, the district began phasing in a levy of $540,000 for technology spending, maintenance
spending, and operational costs related to new construction. The levy will be phased in for four fiscal years, until the total reaches
$2,160,000.
LIQUIDITY

While the district’s General Fund total balance is satisfactory, its General Fund net cash balance is more limited due to necessary cash
flow borrowing. At year-end fiscal 2015 the district’s General Fund cash position, net of $3 million of outstanding revenue anticipation
notes, was $2.3 million, or a narrow 5.2% 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. Favorably, as the district’s total General Fund balance has
improved, its annual cash flow borrowing has declined. The district borrowed $5.5 million for cash flow as recently as fiscal 2013.
For fiscal 2016 the district has borrowed a reduced $4 million. The district typically fully repays its annual notes in late September or
October, after they receive its August property tax distributions.
Debt and Pensions: Above Average Debt Burden with Future Borrowing Likely; Manageable Post-Retirement Liabilities
We expect the district's debt burden to remain elevated, despite expected tax base growth. The district's direct debt burden is above
average at 3.9% of full value and 1.9 times operating expenditures. The relatively heavy amount of borrowing was used for capital
projects to accommodate the district's steady enrollment growth. While the district does not anticipate additional borrowing over the
next twelve months, additional borrowing beyond that timeframe is highly likely.
DEBT STRUCTURE

Post-sale principal amortization will be slightly below average with 60.1% of outstanding GO debt retired within 10 years. However,
the rate of debt retirement is consistent with the lifespan of the capital projects previously financed and all GO debt is scheduled to be
retired within 20 years.
DEBT-RELATED DERIVATIVES

All of the district's debt is fixed rate and the district is not a party to any interest rate swap agreements.
PENSIONS AND OPEB

The district's exposure to unfunded liabilities from its share of the state multi-employer pension plan, the Wisconsin Retirement
System (WRS), is expected to remain manageable. The district's contribution to WRS in 2015 was $1.6 million, equal to the required
contribution, or a modest 3.3% of fiscal 2015 operating revenue. Moody's adjusted net pension liability (ANPL) for the district, under
our methodology for adjusting reported pension data, was $52.8 million for fiscal 2015. In the three years through fiscal 2015 the
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district’s ANPL averaged a low 0.7 times operating revenue, inclusive of the General Fund and Debt Service Funds, and a modest 1.5%
of full value. Moody's ANPL reflects certain adjustments we make to improve the comparability of reported pension liabilities. The
adjustments are not intended to replace the district's reported contribution information, but to improve comparability with other rated
entities. We determined the district's share of liability for WRS in proportion to its share of covered payroll.
The district also provides other post employment benefits (OPEB) to eligible retirees and dependents through a single-employer
defined benefit plan. Teachers hired after April 1, 2008 receive a credit of $1,000 per year of service to the district to be used to fund a
post-employment health retirement account (HRA). Teachers hired prior to that date receive a $1,200 credit per year of service to fund
a post-employment HRA. A similar plan is in place for administrators. The district has been making annual contributions since 2009
into an OPEB trust and contributed $539,000 in fiscal 2015. As of July 1, 2014, the most recent actuarial valuation date, the OPEB
plan's unfunded actuarial accrued liability (UAAL) was $2.8 million, down from $6.9 million in 2008. Fiscal 2015 total fixed costs for
the district, including debt service, pensions and OPEB totaled $5.8 million, or a moderate 16.3% of revenue.
Management and Governance
Wisconsin school districts have an institutional framework score of “Aa”, or strong. School districts benefit from predictable and timely
disbursements of state aid and property tax revenue, the latter of which is made whole by overlapping governments. Districts operate
under revenue limits but have the ability to request voter authorization for levy overrides. Although state aid has been reduced in
recent years, Wisconsin’s Act 10 legislation provides school districts with considerable expenditure flexibility as it curbs the bargaining
power of non-public safety government employees. Pensions are well-funded.
We consider the district’s management to be strong. Management has recent demonstrated history of achieving positive financial
operations through conservative budget assumptions benefiting from enrollment based revenue growth. While increasing student
enrollment may challenge the district in the areas of facility needs and direct debt burden, we expect management to adequately
address any reasonable concerns which may arise.

Legal Security
The Series 2016 refunding bonds are secured by the district’s general obligation unlimited tax (GOULT) pledge. The GOULT pledge for
Wisconsin school districts carries the full faith and credit pledge of the district and benefits from a dedicated debt service levy. There is
no lockbox structure and the debt is not secured by statute.

Use of Proceeds
Proceeds from the bonds will advance refund a portion of the district's outstanding General Obligation Refunding Bonds, Series 2006C,
and to currently refund a portion of the outstanding General Obligation Refunding Bonds, Series 2006A.

Obligor Profile
The Waunakee Community School District encompasses 56 square miles in Dane County. The district provides pre-kindergarten
through twelfth grade education, serving residents of the Village of Waunakee, a portion of Madison, and several surrounding towns.
The district’s fiscal 2016 enrollment stands at 4,123.

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in January 2014. Please see
the Credit Policy page on www.moodys.com for a copy of this methodology

Ratings
Exhibit 2
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Rating Description

General Obligation

Source: Moody's Investors Service
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