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Nebo School District, UT (Aa2) benefits from a positive enrollment trend and solid resident
income and property wealth levels. The district’s financial position is expected to remain
strong supported by conservative fiscal practices. The rating also considers our expectation
that reserves will remain adequate for the rating category despite the ongoing capital
requirements of the district in order to address expectations of enrollment growth. The rating
further considers an increasing leverage profile as the district expects to regularly issue debt
in the near to medium term.
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On July 28th, Moody's assigned a stable outlook.
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Credit strengths
» Growing enrollment and above-average resident income and property wealth
» Low fixed costs

Credit challenges
» Expected reserve decline in fiscal 2022
» Growing long-term liabilities driven by capital needs
» Ongoing capital investment may pressure reserves

Rating outlook
The stable outlook reflects the expectation that the district will continue to benefit from a
strong local economy and enrollment growth. Additionally, we expect the district’s financial
position will remain strong and leverage will remain manageable.

Factors that could lead to an upgrade
» Significant strengthening in resident income
» Continued trend of operating surpluses, supporting growth or maintenance of reserves
and liquidity
» Material reduction in leverage
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Factors that could lead to a downgrade
» Growth of leverage profile beyond current expectations
» Erosion of financial position

Key indicators
Exhibit 1

Nebo School District, UT
Economy
Resident income
Full value ($000)
Population
Full value per capita
Enrollment
Enrollment trend
Financial performance
Operating revenue ($000)
Available fund balance ($000)
Net cash ($000)
Available fund balance ratio
Net cash ratio
Leverage
Debt ($000)
ANPL ($000)
OPEB ($000)
Long-term liabilities ratio
Implied debt service ($000)
Pension tread water ($000)
OPEB contributions ($000)
Fixed-costs ratio

2018

2019

2020

2021

Aa Medians

124.1%
$12,196,777
133,493
$91,366
32,809
1.5%

125.1%
$13,691,608
136,669
$100,181
33,117
1.3%

127.5%
$15,522,895
139,684
$111,129
33,379
1.0%

N/A
$17,283,863
N/A
N/A
35,335
2.5%

112.2%
$3,864,784
31,619
$115,171
4,288
0.1%

$251,474
$54,053
$65,700
21.5%
26.1%

$269,372
$63,277
$72,663
23.5%
27.0%

$281,070
$71,000
$81,695
25.3%
29.1%

$311,803
$82,356
$94,436
26.4%
30.3%

$71,385
$18,076
$21,642
26.8%
31.5%

$168,820
$491,448
$0
262.6%
$13,576
$19,165
$0
13.0%

$148,485
$456,094
$50,530
243.2%
$12,439
$21,192
$7,177
15.1%

$229,085
$593,241
$52,827
311.4%
$10,826
$20,222
$0
11.0%

$221,818
$723,935
$58,694
322.1%
$16,405
N/A
$2,134
12.4%

$51,433
$111,819
$10,587
317.0%
$3,485
$2,924
$368
11.5%

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, Nebo School District, UT’s financial statements and Moody’s Investors Service

Profile
The district covers 1,300 square miles in Utah County south of the City of Provo (Aa1) and serves a population of approximately
140,000 residents (as of 2020 American Community Survey). The district currently operates 50 schools consisting of five high schools,
an alternative high school, five junior high schools, five middle schools, 30 elementary schools, and four special purpose schools.
Enrollment is 35,457 students as of October 1, 2021.

Detailed credit considerations
Economy: growing community outside of Provo
Nebo SD will continue to benefit from its growing enrollment and above average resident wealth and incomes in an expanding area
of the state. The district's large residential tax base has experienced significant appreciation in recent years, a trend that we expect to
continue, albeit at a more muted pace as builders deal with labor and material shortages coupled with increases in residential lending
costs. Even still, the district benefits from close proximity to positive economic trends in the growing Salt Lake City (Aaa stable) and
Utah County economies.
The district has experienced sustained enrollment growth, which we anticipate will continue. The district's three-year enrollment
trend of 2.3% is strong and enrollment has grown by more than 20% over the last decade. While enrollment growth is expected to
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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continue, the level of growth has slowed from the 3-5% range per year the district was experiencing earlier in the 2000s to a more
moderate 0.4%-1.8% per year since 2016 primarily due to declining birthrates and drops in overall family sizes in the region. Notably,
enrollment did increase by 5.7% in 2020 as the district partnered with a home-based education program, adding close to 2,000
students during the year. Approximately half of these students have started attending in-person classes within the district. Looking
forward, the district's expectation is that enrollment growth will remain around the 0.5% to 1.0% range based on current trends.
The district benefits from above average resident wealth and incomes. The average resident income is very healthy at 127.5% of US
when adjusted for regional pricing parity and the full value per capita is healthy at $139,288.
Financial operations: healthy reserves supported by strong multi-year operating performance
The district's finances will remain strong and within range of the rating category despite expected draw-downs to reserves in 2022.
The district ended fiscal 2021 with an operating surplus of $11.4 million, growing available operating funds (general fund plus debt
service fund) to a strong 26.4%. Of note, fiscal 2021 marked the eleventh consecutive year in which the district posted a surplus on an
operating fund basis.
As a result of opening additional schools and to maintain competitive wages and benefits, the district expects to incur a deficit in fiscal
2022 of approximately $9.3 million. Looking into the current fiscal year, management is budgeting for a $4.8 million surplus for fiscal
2023. Management has a demonstrated history of being fiscally prudent and we consider both projections as conservative. Even still, if
these projections materialized as outlined, available fund balance would remain satisfactory at 21.5% before improving to slightly under
24% in fiscal 2023.
The district, like most in the state, is funded through a mix of state revenues based on enrollment (65.0% of operating funds in 2021)
and local property taxes (27.6%). The district estimates it has been allocated roughly $30 million in various pandemic-related funding
of which it still has approximately $15 million available to spend.
Exhibit 2

Fund balance and cash balance as percentage of operating revenues
Avalilable fund balance ratio (available fund balance / operating revenue)

Net cash ratio (net cash / operating revenue)
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Source: Issuer financial statements; Moody's Investors Service

Liquidity

The district's liquidity position is healthy. At the end of fiscal 2021, the district had $94.4 million in cash and investments in its
operating funds, or 30.3% of revenues. The district's liquidity levels remain comparable to similarly-rated Utah districts.
Leverage: moderate leverage profile with regular issuances expected
Nebo SD's leverage is moderate and manageable but the district plans to exhaust its remaining $111.3 million in post issuance GO
bond authorization in the coming years through annual bond issuances. Separately, the district plans to issue approximately $100
million in lease revenue bonds in the spring of 2023 and tentatively anticipates seeking additional GO bond authorization from voters
in fall of 2026 of approximately $400 million. Currently, the ratio of long-term liabilities (Debt + ANPL + OPEB) to operating revenues
is moderate at 329.4% and fixed-costs ratio of 12.4% is very low. Factoring in the additional authorized debt, the long term liabilities
ratio increases to an estimated 406%.
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Legal security

The district's general obligation unlimited tax (GOULT) bonds are secured by the district's full faith, credit, and unlimited property
tax pledge. Additionally, the Utah School District Bond Guaranty Program pledges the state's full faith and credit to make whole any
shortfall in debt service by the district, if necessary, on a timely basis for payment to bondholders.
The district's lease revenue bonds are secured by a pledge by the district to make base rental payments sufficient to pay principal and
interest, subject to annual appropriation. The lease is governed by a master lease agreement between the Local Building Authority of
Nebo School District and the Board of Education of the Nebo School District.
Debt structure

All of the district's debt is fixed rate and amortizes over a maximum of 15 years.
Debt-related derivatives

The district does not have any debt-related derivatives.
Pensions and OPEB

Nebo's pension liability is manageable and should remain so going forward as the state system is well funded and currently does not
have plans for major contribution increases. The district has consistently contributed more than required to amortize the liability. The
district participates in the Utah Retirement System (URS), a cost-sharing multiple-employer system of defined benefit retirement plans
sponsored by the state. The district's contribution to URS in fiscal 2021 was $29.8 million, or a manageable 9.6% of 2021 operating
revenues. Moody's three-year adjusted net pension liability (ANPL) for the district is $723.9 million, or 2.3-times 2021 operating
revenues.
Nebo's post employment liabilities should remain manageable though the district did implement a 403(b) benefit plan on September
1, 2021. Prior to this plan the district had closed their post employment benefit plans for more recent hires. The district's OPEB consists
of five plans, one separation plan, three early retirement incentive plans and the 403(b) plan. The separation plan has been closed
entirely, two early retirement plans have been closed to employees hired after July 1, 2006, and the third early retirement plan has
been closed to employees hired after July 1, 2011. The 403(b) plan was implemented to offer a benefit plan for those employees of
the district hired on or after July 1, 2011, or who would not otherwise be eligible for the district's early retirement incentive plans. The
district contributed approximately $6.0 million to the plan during fiscal 2022 (from assigned fund balance) on a one time basis and the
plan is expected to cost $1.5 million annually. The Moody's adjusted net OPEB liability in fiscal 2021 was $58.7 million accounting for
18.8% of operating revenues.

ESG considerations
Environmental
The local government sector generally has low exposure to environmental risks, though Utah County has high exposure to climate
challenges. According to Moody’s ESG Solutions, the area has high exposure to water stress and wildfires and medium risk to heat
stress.
Social
Social considerations such as demographics, labor force, income and education are material considerations that influence the district’s
economy, demographic, financial and leverage trends. While the pandemic presents a social consideration, the district has used
coronavirus relief funds to minimize the impact on its operations.
Governance
Nebo School District is run by a fiscally conservative management team. The board maintains an informal policy to retain a minimum
5% in undistributed reserve as economic stabilization in the event of contingencies.
Utah school districts have an Institutional Framework score of Aa. Most revenue is controlled by the state and increases have been
regular as state income taxes, the primary source of education funding, have grown. Districts can also generate significant additional
local revenue through both voter-approved and board-controlled levies for general expenses and capital, and most districts have room
below tax rate limits.
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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 3

Nebo School District, UT
Economy
Resident Income (MHI Adjusted for RPP / US MHI)
Full value per capita (full valuation of the tax base / population)
Enrollment trend (three-year CAGR in enrollment)
Financial performance
Available fund balance ratio (available fund balance / operating revenue)
Net cash ratio (net cash / operating revenue)
Institutional framework
Institutional Framework
Leverage
Long-term liabilities ratio ((debt + ANPL + adjusted net OPEB) / operating revenue)
Fixed-costs ratio (adjusted fixed costs / operating revenue)
Notching factors
No notchings applied
Scorecard-Indicated Outcome
Assigned Rating

Measure

Weight

Score

127.5%
139,288
2.3%

10.0%
10.0%
10.0%

Aaa
Aa
Aaa

26.4%
30.3%

20.0%
10.0%

Aaa
Aaa

Aa

10.0%

Aa

329.4%
12.4%

20.0%
10.0%

A
Aaa
Aa2
Aa2

Sources: US Census Bureau, Nebo School District, UT’s financial statements and Moody’s Investors Service
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Appendix
Exhibit 4

Key Indicators Glossary
Definition

Economy
Resident income

Full value ($000)
Population
Full value per capita
Enrollment
Enrollment trend
Financial performance
Operating revenue ($000)
Available fund balance ($000)
Net cash ($000)
Available fund balance ratio
Net cash ratio
Leverage
Debt ($000)
ANPL ($000)
OPEB ($000)
Long-term liabilities ratio
Implied debt service ($000)
Pension tread water ($000)
OPEB contributions ($000s)
Fixed-costs ratio

Typical Source*

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
Estimated market value of taxable property accessible to the district State repositories, district’s audited
financial reports, offering documents or
continuing disclosure
Population of school district
American Community Survey (US Census
Bureau)
Full value / population of school district
Student enrollment of school district
State data publications
3-year Compound Annual Growth Rate (CAGR) of Enrollment
State data publications; Moody's Investors
Service
Total annual operating revenue in what we consider to be the
district's operating funds
Committed, assigned and unassigned fund balances in what we
consider to be the district's operating funds
Net cash (cash and liquid investments minus short-term debt) in
what we consider to be the district's operating funds
Available fund balance / Operating Revenue
Net Cash / Operating Revenue

Audited financial statements
Audited financial statements
Audited financial statements
Audited financial statements
Audited financial statements

District's direct gross debt outstanding

Audited financial statements; official
statements
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
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
Debt, ANPL and OPEB liabilities as % of operating revenue
Audited financial statements, official
statements; Moody's Investors Service
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 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
District’s actual contribution in a given period, typically the fiscal yearAudited financial statements; official
statements
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
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