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Palmera Ridge Municipal Utility District's (Baa2 stable) credit profile benefits from a rapidly
growing tax base, supported by ongoing, mid-stage development. The district's favorable
location near major employment centers in Austin (Aa1 stable) and Round Rock (Aa1) will be
the bedrock for stability over the longer term. Additionally, the profile benefits from limited
operational requirements, with all utilities services provided by the City of Leander.
The profile is challenged by a moderated but still above-average debt burden, with additional
debt required to fund ongoing and future development costs. Further, the district's tax base
size remains small.
On September 10th we upgraded the district's outstanding GOULT bonds to Baa2 from Baa3.
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» Healthy reserve levels, given limited operational requirements

Credit challenges
» Elevated debt burden, with additional debt required to fund ongoing development costs
» Tax base still remains small in size

Rating outlook
The stable outlook reflects the expectation that the district’s tax base will continue to
expand, supported by ongoing residential development, and reserves will remain adequate,
given the district’s limited recurring expenditures.

Factors that could lead to an upgrade
» Material expansion of the tax base
» Moderation of the debt burden

Factors that could lead to a downgrade
» Significant contraction of the tax base
» Substantial increase in leverage, absent corresponding growth in taxable values and
revenues.
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» Material reduction in operating reserves

Key indicators
Exhibit 1

Palmera Ridge Municipal Utility District, TX
Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances
Operating Revenue ($000)
Fund Balance ($000)
Cash Balance ($000)
Fund Balance as a % of Revenues
Cash Balance as a % of Revenues
Debt/Pensions
Net Direct Debt ($000)
3-Year Average of Moody's ANPL ($000)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
Moody's - ANPL (3-yr average) to Full Value (%)
Moody's - ANPL (3-yr average) to Revenues (x)

2016

2017

2018

2019

2020

$3,970
N/A
N/A
131.8%

$15,239
N/A
N/A
135.8%

$45,097
N/A
N/A
136.6%

$72,828
N/A
N/A
143.6%

$105,549
1,642
$64,280
143.6%

$16
$8
$11
51.2%
71.1%

$87
$22
$158
25.9%
182.2%

$188
$116
$299
61.8%
159.1%

$305
$289
$469
94.6%
153.4%

$438
$423
$463
96.5%
105.5%

$
$0
0.0%
0.0x
0.0%
0.0x

$2,100
$0
13.8%
24.2x
0.0%
0.0x

$5,000
$0
11.1%
26.6x
0.0%
0.0x

$7,145
$0
9.8%
23.4x
0.0%
0.0x

$9,185
$0
8.7%
21.0x
0.0%
0.0x

The certified full values for fiscal 2021 and 2022 are $128.7 million and $199.9 million, respectively.
Sources: US Census Bureau, Palmera Ridge Municipal Utility District, TX’s financial statements and Moody’s Investors Service

Profile
The district is located in Williamson County (Aa1 stable) and is wholly within the corporate limits of the City of Leander (Aa2). District
operations are minimal, with water and wastewater services provided by the City of Leander.

Detailed credit considerations
Economy and tax base: modestly sized tax expected to experience strong growth as development continues
The district’s very modestly sized tax base is expected to expand as development of new residential homes continues. As of fiscal 2022,
the district’s assessed valuation totaled $199.9 million, a 55.3% increase over the previous year’s valuation, reflecting the introduction
of new homes to the tax roll. According to the developer, 469 single family homes have been constructed, including 62 new homes
that have been completed since the date of the most recent property assessment, which is expected to add in excess of $20 million
of new value to the fiscal 2023 assessed valuation. Growth will likely continue at a favorable trajectory, given that development in
the district is still only about 70% complete. Further, demand for new homes in the area should remain high over the longer term,
attributable to the district’s favorable location, within commuting distance of downtown Austin; home prices in the district range
between $260,000 and $500,000.
The district’s utilities are provided by the City of Leander, which maintains adequate capacity to service the district at full build out,
which is projected to occur in 2025.
Using the City of Leander as a proxy, income indices are above-average, with a median family income at 143.6% of the national
median. Additionally, unemployment in the city was relatively low at 4.1% as of July 2021, below both the state (6%) and national
(5.7%) rates as of that same measurement period.

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.

2

10 September 2021

Palmera Ridge Municipal Utility District, TX: Update following upgrade to Baa2

U.S. PUBLIC FINANCE

MOODY'S INVESTORS SERVICE

Financial operations and reserves: nominal reserve levels offset by lack of utility operations
The financial profile remains nominal, though adequate, given the district’s very limited operational requirements. The district has
realized small general fund surpluses during each of the past five fiscal years, including an $11,000 surplus in fiscal 2020, which ended
on September 30. Accordingly, available general fund reserves improved to a nominal $101,000, which was equivalent to an adequate
120.5% of general fund revenue. Given that the district is not responsible for utility operations, its recurring expenditures are generally
limited to legal, engineering, auditing and bookkeeping fees. Reserves in the debt service fund ended the year at $356,894, which
represented approximately 66% the fiscal 2021 debt service payment; however a material portion of the reserves held in the debt
service fund consisted of capitalized interest from a previous bond issuance.
Through the first 10 months of fiscal year 2021, general fund revenues exceeded expenditures by approximately $19,000. Prospectively,
officials noted that they plan to hold a full year of operating expenditures in general fund reserves.
As of fiscal 2021, the district levied a tax rate of $3.50 per $1,000 of assessed value (AV) for debt service and $0.50 per $1,000 of AV
for operations, for a total tax rate of $4.00. The district plans to maintain its total tax rate at $4.00 moving forward.
Liquidity

Liquidity in both the general and operating funds as of fiscal 2020 was limited though adequate at $101,000 (121.1%) and $463,000
(105.5%) respectively.
Debt and pensions: elevated debt burden expected to remain high
The district’s debt burden has moderated, but will remain high prospectively, as the district continues to fund ongoing infrastructure
development. Inclusive of the Series 2021 Bonds, the district will have a total of $13.2 million of general obligation unlimited tax debt
outstanding, equivalent to an above-average 6.6% of full valuation. Officials noted that future debt issuance will correspond with tax
base growth, as they plan to keep the debt burden under 10%. Additionally, they do not intend to issue debt that will cause total tax
rate to exceed $4.00 per $1,000 of assessed valuation. Following the issuance of the bonds, the district will still owe the developer
approximately $7 million.
Legal security

The bonds are payable from an unlimited ad valorem tax levied on all taxable property within the district.
Debt structure

All of the district's debt is fixed rate. Principal amortization is below-average with 30.2% retired over the next ten years.
Debt-related derivatives

The district is not party to any interest rate swaps or other derivative agreements.
Pensions and OPEB

The district does not have any employees and does not provide a pension plan or OPEB. As such, the district does not have any pension
or OPEB obligations.

ESG considerations
Environmental
Environmental risks do not present a material challenge for the district. The district is located in central Texas and none of the acreage
is in the 100 year flood plain.
Social
Income levels of the district are above average and it is favorably located in one of the fastest growing counties in the country. This
reflects healthy demand for labor in the larger metropolitan area.
Governance
Governance of the district is strong given oversight from the Texas Commission of Environmental Quality. The district is governed by
a five-member board who serve four year terms. The district has an informal general fund policy to hold at least one year's worth of
operating expenditures in reserve.
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Texas MUDs have an Institutional Framework score of Aa, which is strong compared to the nation. 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, are not subject to any caps for debt service. MUDs that are considered over 95% developed, are subject to a property tax
cap of 3.5% for maintenance and operations. Unpredictable revenue fluctuations tend to be minor, or under 5% annually. Across
the sector, fixed and mandated costs specifically for debt service are generally greater than 25% of expenditures. Unpredictable
expenditure fluctuations tend to be minor, under 5% annually.
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