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Silsbee Independent School District, TX
Update following upgrade of GOs to Aa3

Summary
Silsbee Independent School District, TX's (Aa3 issuer rating) credit profile reflects its stable
but rural economy with limited prospects for growth, along with some exposure to oil and
gas industry concentration. Operating surpluses in recent years have built-up reserves after
past draws for capital expenditures. The district’s very manageable leverage burden, along
with its associated fixed costs, are expected to remain so given limited future debt plans.

On March 30 we assigned a Aa3 issuer rating and upgraded the district's general obligation
unlimited tax (GOULT) and general obligation limited tax (GOLT) ratings to Aa3.

Credit strengths

» Manageable leverage ratios combined with low fixed cost burden

» Healthy reserves despite recent draws to cover operating deficits

Credit challenges

» Limited economy with elevated unemployment levels and exposure to energy sector
employment trends

» Rising risks of challenges stemming from storm damage given its proximity to the gulf
coast

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

Factors that could lead to an upgrade

» Strengthening of the full value per capita and/or resident income levels

» Diversification of the economic base

Factors that could lead to a downgrade

» Decline in fund balance or cash

» Increase in long-term liabilities, fixed costs or erosion of capital assets

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1271739
https://www.moodys.com/credit-ratings/Silsbee-Independent-School-District-TX-credit-rating-600041097/summary
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Key indicators

Exhibit 1

Silsbee Independent School District, TX

2017 2018 2019 2020 Aa Medians
Economy
Resident income 89.3% 95.8% 95.6% N/A 121.7%
Full value ($000) $756,834 $804,692 $844,791 $900,449 $3,848,156
Population 16,039 16,022 16,499 N/A 29,777
Full value per capita $47,187 $50,224 $51,203 N/A $104,849
Enrollment 2,844 2,928 2,968 2,909 4,489
Enrollment trend N/A 1.7% 2.6% 0.8% -0.1%
Financial performance
Operating revenue ($000) $28,388 $30,468 $33,202 $34,341 $73,583
Available fund balance ($000) $4,216 $5,805 $9,788 $12,631 $18,249
Net cash ($000) $5,103 $4,091 $7,794 $13,579 $22,186
Available fund balance ratio 14.9% 19.1% 29.5% 36.8% 25.4%
Net cash ratio 18.0% 13.4% 23.5% 39.5% 30.4%
Leverage
Debt ($000) $38,063 $36,894 $34,306 $31,591 $49,675
ANPL ($000) $20,210 $20,256 $20,819 $26,955 $96,635
OPEB ($000) N/A $8,315 $9,897 $8,719 $12,399
Long-term liabilities ratio N/A 214.9% 195.8% 195.9% 284.4%
Implied debt service ($000) $3,054 $2,827 $2,718 $2,501 $3,456
Pension tread water ($000) $555 $501 $835 $739 $3,192
OPEB contributions ($000) N/A $146 $141 $161 $507
Fixed-costs ratio N/A 11.4% 11.1% 9.9% 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, Silsbee Independent School District, TX’s financial statements and Moody’s Investors Service

Profile
Silsbee Independent School District is located in Hardin County (Aa3) in southeastern Texas (Aaa stable), approximately 20 miles north
of Beaumont (Aa2 stable). Serving students in grades pre-k through 12, in fiscal 2020 the district's enrollment was 2,909.

Detailed credit considerations
Economy
Population and enrollment trends are expected to remain steady across the district, but future prospects for growth are limited given
its location. Low but rising full value per capita, most recently reaching $52,734, with resident income levels at 95.6%, as adjusted for
regional price parity, reflect the rural nature of the district. The district’s tax base has some concentration, with the top ten taxpayers
comprising 27.8% of assessed valuation in 2020 and largely due a local petrochemical plant. No housing developments are currently
in progress in the area, and unemployment in the county remains elevated at 9.1% as of December 2020, well above the state and
national rates of 7.1% and 6.5%, respectively. The high rate possibly reflects the elevated exposure to aforementioned energy jobs, but
also retail employment that was particularly exposed to pandemic-related losses.

Enrollment has modestly grown over the last three years, with a CAGR of 0.8% as of fiscal 2020, bringing 2020 enrollment to nearly
3,000 students. The district lost 160 students in the current school year as families chose to enroll in private schools or begin home
schooling during the pandemic. The district expects to recoup some of these students once the pandemic ends.

Financial operations
The district's healthy financial position is expected to continue given prudent management practices that have resulted in the long-
term maintenance of healthy reserves. After posting three consecutive years of operating deficits and a resulting draw on reserves, the

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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district posted healthy operating surpluses in fiscals 2019 and 2020 and is expected to post a third surplus at the close of the fiscal
year, representing a right sizing of expenditures to available revenues.

For fiscal 2021 the district’s adopted budget reflects a $813,000 operating surplus across operating funds, with state revenue up 2.1%
year-over-year. The district reports actuals are tracking close to budgeted expectations, with an estimated available operating fund
balance of $13.7 million or 41% of budgeted operating revenue. The district spent the majority of its federal coronavirus related aid to
date, though additional funds may be coming after the passage of the American Rescue Plan Act.

Liquidity
Net cash will remain healthy given the expectation that the district will continue to employ conservative budgeting practices. At fiscal
year-end (August 31) 2020, the district reported a strong operating fund net cash balance of $13.6 million or 39.5% of operating
revenues.

Leverage
The district's leverage is expected to remain manageable as the district has issued all of its voter authorized debt and existing buildings
are in adequate condition. Total long-term liabilities ratio, reflecting debt, Moody's adjusted net pension liability and adjusted retiree
health care costs, is manageable at 195.9% of operating revenues, below the median amount for similarly rated districts nationally.

Total fixed costs, including implied debt service, treadwater pension contributions, and OPEB contributions totaled a limited 9.9% of
fiscal 2020 operating revenues. After the current issuance, the district has no voter approved debt authorization outstanding and no
current plans to go back to voters.

Legal security
The bonds are payable from a dedicated ad valorem tax levied by the district on all taxable property without limitation as to rate or
amount. All of the district's GOULT bonds are further payable from the Texas Permanent School Fund's commitment to pay debt
service if necessary. The maintenance tax notes are backed by a dedicated, limited property tax levy, with a current levy of $10.53 per
$1,000 of assessed valuation that provides ample debt service coverage for outstanding bonds.

Debt structure
All of the district's debt is fixed rate and matures over the long term, with final maturity in fiscal 2039. Amortization is below average
with 30.1% of the district's debt repaid within ten years.

Debt-related derivatives
The district is not party to any interest rate swaps or other derivative agreements.

Pensions and OPEB
The district participates in the Texas Teachers Retirement System (TRS) pension plan. The State of Texas annually makes the majority
of the employer pension contributions on behalf of districts statewide. Given this continued support, budgetary pressure associated
with the plan will remain minimal.

For fiscal 2020, the district reported a GASB net pension liability of $6.9 million. Comparatively, the Moody's adjusted net pension
liability (ANPL) based on a 3.00% discount rate (FTSE pension liability index), was $27.0 million, or a modest 0.8 times annual
operating revenues in fiscal 2020.

In fiscal 2020, the district made $535,000 million in pension contributions, net of contributions from the state. This contribution was
notably below the Moody's calculated “tread water” level of $739,000, or a gap equal to 0.6% of operating revenues. Despite this
weakness, the gap is expected to remain a manageable percentage of the district's operating revenues and narrow as contribution
increases are implemented, for the state, employees, and school districts through 2025. Like all US public pension systems, TRS’s
annual contribution weakness could be compounded by poor asset returns in any given year.

The district funds other post employment benefits (OPEB) on a pay-as-you-go basis and contributed $161,000 in fiscal 2020. Moody's
adjusted net OPEB liability is $8.7 million, or a manageable 25% of operating revenue.
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ESG considerations
Environmental
The local government sector generally has low exposure to environmental risks. According to data from Moody's affiliate Four Twenty
Seven, the district has moderate exposure to rising water stress. In addition and due to its proximity to the Texas Gulf Coast, the
district has increased susceptibility to property damage resulting from occasional destructive weather events including hurricanes and
flooding from exceptional rain events.

Favorably, federal and state governments help mitigate these exposures. The US government continues to provide substantial
assistance via its Federal Emergency Management Agency (FEMA) in the wake of large storms. The State of Texas has taken action
to help mitigate water stress risk within its borders by issuing general obligation debt through the Texas Water Development Board
(TWDB) since the 1950s to finance a variety of water conservation and supply projects.

Social
Social issues drive key aspects of local government's credit quality, whether its economic strength, governmental stability or financial
flexibility. The district’s location and concentration in energy sector employment expose it to fluctuation tax base and income trends,
and while the district is not one of the fast growing areas of the state, its stability is born out in decades of stable population trends
that are expected to continue as major employers remain in place.

We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial implications for public health
and safety. We do not see any material immediate credit risks for the district given its historically well-managed finances, as well as
substantial support from the federal government and prudent use of those resources by the district.

Governance
Governance is an important consideration for all municipal credits. Governed by a seven member board that oversees the
superintendent, the district’s recent return to surplus operations reflect additional support from the state but also a renewed focus on
the part of the district to maintain healthy reserves.

Texas school districts have an Institutional Framework score 1 of Aa. The state controls school district revenue through an equalized
funding formula consisting of a combination of local property taxes and state aid. The state allows for regular and predictable increases
to total funding for school districts. Property tax revenue growth is capped at 2.5% annually, but school districts can approach voters
for mill levy overrides that can generate meaningful additional locally determined operating revenue.
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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

Silsbee Independent School District, TX

Measure Weight Score
Economy
Resident Income (MHI Adjusted for RPP / US MHI) 95.6% 10.0% A
Full value per capita (full valuation of the tax base / population) 52,734 10.0% Baa
Enrollment trend (three-year CAGR in enrollment) 0.8% 10.0% Aa
Financial performance
Available fund balance ratio (available fund balance / operating revenue) 36.8% 20.0% Aaa
Net cash ratio (net cash / operating revenue) 39.5% 10.0% Aaa
Institutional framework
Institutional Framework Aa 10.0% Aa
Leverage
Long-term liabilities ratio ((debt + ANPL + adjusted net OPEB) / operating revenue) 195.9% 20.0% Aa
Fixed-costs ratio (adjusted fixed costs / operating revenue) 9.9% 10.0% Aaa
Notching factors
No notchings applied
Scorecard-Indicated Outcome Aa2
Assigned Rating Aa3

Sources: US Census Bureau, Silsbee Independent School District, TX’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

(RPP), as a % of the US
MHI: American Community Survey (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

district's operating funds
Audited financial statements

Available fund balance ($000) Committed, assigned and unassigned fund balances in what we
consider to be the district's operating funds

Audited financial statements

Net cash ($000) Net cash (cash and liquid investments minus short-term debt) in
what we consider to be the district's operating funds

Audited financial statements

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

discount rate used to compute the present value of accrued benefits
Audited financial statements; Moody's
Investors Service

OPEB ($000) District's net other post-employment benefit (OPEB) liabilities
adjusted by Moody's to standardize the discount rate used to
compute the present value of accrued benefits

Audited financial statements; Moody's
Investors Service

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
level payments

Audited financial statements; official
statements; Moody's Investors Service

Pension tread water ($000) Pension contribution necessary to prevent reported unfunded
pension liabilities from growing, year over year, in nominal dollars, if
all actuarial assumptions are met

Audited financial statements; Moody's
Investors Service

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
% of operating revenue

Audited financial statements, official
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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