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Sequoia Union High School District (Aa2 issuer rating; Aa1 GOULT) benefits from deep
and growing entrenchment in community funded status, which aligns its revenue growth
with increases in property tax revenues as opposed to enrollment levels. The district's large
tax base will continue to expand, supported by its favorable location on the San Francisco
Peninsula with ready access to employment in both San Francisco and Silicon Valley.
However, the district's elevated fixed costs and leverage, inclusive of debt and adjusted
pension and OPEB liabilities, are balancing factors. Economic expansion will continue to
support revenue growth as well as strong resident income levels, although high housing
costs weaken median household income when adjusted for regional price parity. The
district's financial performance will remain solid, supported by an adopted reserve policy and
conservative budgeting practices.
On July 20, 2022, Moody's assigned a MIG 1 rating to the district's 2022-23 Tax and Revenue
Anticipation Notes (TRANs).

Credit strengths
» Deep entrenchment into community funded status
» Extraordinarily large and growing economy on the San Francisco Peninsula
» High resident income levels

Credit challenges
» Elevated leverage and fixed cost burden
» Relatively narrow reserve and liquidity position compared with higher rated credits

Rating outlook
The stable outlook reflects our expectation for continued revenue growth, with sustained
entrenchment in community funded status and consistent, albeit relatively narrow financial
performance supported by an adopted reserve policy and conservative budgeting practices.

Factors that could lead to an upgrade
» Reduced leverage
» Sustained additions to reserves and liquidity
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Factors that could lead to a downgrade
» Significant declines in reserve levels or violation of reserve policy
» Failure to manage increases in pension contributions while maintaining balanced operations
» Erosion of liquidity that would require higher cash flow borrowing than historical norms

Key indicators
Exhibit 1

Sequoia Union High School District, CA
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

169.8%
$88,686,421
260,823
$340,025
8,884
1.0%

181.2%
$95,695,818
262,060
$365,168
9,021
1.4%

187.8%
$102,681,035
260,391
$394,334
9,052
1.1%

N/A
$110,245,762
N/A
N/A
9,055
0.6%

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

$206,852
$66,953
$76,769
32.4%
37.1%

$220,920
$58,830
$63,726
26.6%
28.8%

$228,037
$63,295
$65,690
27.8%
28.8%

$243,281
$73,707
$83,979
30.3%
34.5%

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

$504,560
$442,861
$76,609
495.1%
$38,916
$18,103
$2,469
28.8%

$518,005
$434,111
$78,363
466.4%
$37,177
$18,642
$9,750
29.7%

$540,297
$540,574
$76,876
507.7%
$37,768
$19,867
$2,630
26.4%

$520,237
$746,323
$91,883
558.4%
$38,692
$22,053
$2,701
26.1%

$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, Sequoia Union High School District, CA’s financial statements and Moody’s Investors Service

Profile
Sequoia UHSD is a community funded district located on the San Francisco Peninsula in the County of San Mateo (Aaa stable),
California approximately 25 miles south of San Francisco (Aaa stable). It serves students from the communities of Atherton,
Belmont, East Palo Alto, Menlo Park (Aaa), Portola Valley, Redwood City (Aa1), San Carlos and Woodside. The district operates four
comprehensive high schools, Tide Academy a small STEAM focused high school, one continuation high school, one dependent charter
high school and one adult school. Estimated enrollment for fiscal 2022 equals 9,424 including special education and continuing
education students.

Detailed credit considerations
Economy: extraordinarily large and growing economy with high income levels
Supported by its favorable location on the San Francisco Peninsula with ready access to employment in San Francisco and the Silicon
Valley, the district's economy will continue to grow, supporting growing property tax revenues and high resident income levels. Within
the district, Facebook is expanding its campus headquarters in Menlo Park with the development of two new office buildings, and
Stanford University (Aaa stable) is constructing new administrative offices in Redwood City that are expected to eventually house
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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2,700 employees, adding to the district's economic vitality. There is also ongoing construction of mixed-use and multifamily housing
within the district that will add to its assessed valuation (AV).
The district's tax base is largely residential, accounting for over 82% of AV. However, the presence of significant commercial operations,
including Oracle Corporation, Google Inc., and Facebook, which all rank among the district's five largest taxpayers, supports a robust AV
per capita of $445,073 as of fiscal 2022, which will continue to increase. Median household income, adjusted for regional price parity,
is also strong at 187.8% of the US; a figure that continues to strengthen.
Median home sale prices within the district are high at around $2 million in many communities with continued strong price escalation.
High housing prices, along with the lingering impacts from the coronavirus pandemic and charter school enrollment of close to 1,000
students, contribute to a three-year enrollment trend of -1%. However, community funded districts receive the bulk of their revenue
from property taxes and are not dependent on state per pupil funding. Over the past decade, AV has increased at a strong average
annual rate of 7.0%, with county estimates reflecting a robust 8.6% increase in fiscal 2023, supporting favorable secured tax base
revenue growth.
Financial operations: stable financial performance
The district's financial profile will remain sound, supported by its community funded status, adopted reserve policy, consistent out
performance of budgeted projections and outside support for operations. While multi-year projections through fiscal 2024 reflect
annual operating deficits narrowing reserves, this in part reflects spend down of $10.7 million in remaining one-time federal and
state grants to address costs associated with coronavirus pandemic. Additionally, the district budgets conservatively, with consistent
outperformance of both projections and an adopted minimum reserve policy of 8%.
Projected results for fiscal 2022 reflect an ending general fund balance of close to 12% following a $9.8 million operating deficit after
transfers out including the district's annual deposit of around $800,000 for deferred maintenance. Operating deficits in fiscal 2022 and
2023 also incorporate union settlements through fiscal 2023, with a 2.5% increase in both 2022 and 2023 and an extra 2% beginning
in January 2023 that is expected to be offset by anticipated cost savings from a change in health care providers.
In fiscal 2021, the district's ending general fund balance approached $34.7 million or 17.4% of revenues, reflecting a strong operating
surplus of over $10 million. District financial performance has benefitted both from strong growth in property tax revenues and the
receipt of $23.9 million in one-time COVID-19 related funding. While financial performance is projected to remain satisfactory, the
district's reserves are relatively narrow in comparison with most community funded districts.
The district also benefits from additional revenue sources outside of property tax collections that serve to support operating and capital
needs. Notably, a Maintenance Assessment District provides additional property taxes for maintenance of school facilities that provide
a community benefit. These assessments are based upon actual costs, with the district typically receiving around $1 million annually.
The Sequoia Hospital District covers over $500,000 in nursing staff costs, and developer fees support capital projects. Each of the high
schools also benefits from active foundations that support programing.
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Exhibit 2

Fund balance and cash balance as percentage of operating revenues
Available 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 net cash ratio is favorable at 34.5% of fiscal 2021 revenues. The district has additional unrestricted reserves outside the
general fund including close to $8 million in reserves for capital outlay projects and $3.1 million in the deferred maintenance reserve
that could be borrowed against if necessary without restrictions as well as an additional $34.3 million in restricted cash in the county
school facilities fund.
As a community funded district, property taxes account for the bulk of revenues and the district issues Tax and Revenue Anticipation
Notes (TRANs) on an annual basis for cash flow purposes until the bulk of property taxes are received in two disbursements in the final
half of the fiscal year. The district will issue $24 million in TRANS in fiscal 2022-23. The district will make a 50% set aside of principal
amount in January and a second 50% principal set aside plus interest in May before note repayment is due June 30, 2023.
Leverage: elevated leverage and fixed costs
The district's leverage and fixed costs will remain elevated given rising pension expenses. The district's ratio of long-term liabilities,
inclusive of debt and adjusted pension and OPEB liabilities, to operating revenues is high at 545.2%. Fixed costs are also high but stable
at 26.1% of operating revenues.
Legal security

The GOULT bonds are secured by the levy of ad valorem taxes, unlimited as to rate or amount, upon all taxable property within the
district. The portion of the levy restricted for debt service is collected, held, and transferred directly to the paying agent by San Mateo
County on behalf of the district.
The 2022-23 TRANs are payable from taxes, income, revenues, cash receipts and other moneys that are received by or that accrue to
the district during fiscal year 2022-23 and that are lawfully available for the payment of current expenses and other obligations of the
district.
Debt structure

All of the district's outstanding obligations are fixed rate. Amortization is average, with 55% of principal repaid 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

District employees participate in the California Public Employee Retirement System (CalPERS) and California State Teachers Retirement
System (CalSTRS); multi-employer, defined benefit plans. In fiscal 2021, the district reported a net pension liability approaching $196.9
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million using a weighted average discount rate of 7.12%. Moody's adjusted net pension liability (ANPL) for the district, using a discount
rate of 2.7% under our methodology for adjusting reported pension data, is $746.3 million.
The district's combined pension contribution to CalPERS and CalSTRS in fiscal 2021 equaled close to $19.2 million representing 9.6% of
general fund revenue. This contribution was slightly below Moody's “Tread Water” indicator of $22 million. The tread-water indicator
is the amount required, under reported assumptions, to maintain pension liabilities at their current level. Contributions below this level
make future increases in pension contributions likely.
The district's reported net OPEB liability (NOL) for fiscal 2021 was $52.2 million. Moody's adjusted net OPEB liability, using our same
method as for pensions, equaled $91.9 million. Favorably, the district has made deposits into an irrevocable OPEB trust, with a current
balance of close to $8.4 million.

ESG considerations
Environmental
Despite California's current drought conditions, environmental considerations do not pose material immediate risks to the district
and its credit position at this time. However, according to data from Moody's ESG Solutions, San Mateo County, in which the district
is located, will remain at high risk for water stress. Additionally, a portion of the district is located along the San Francisco Bay and is
exposed to long-term risk of sea-level rise. Several local cities have developed hazard mitigation and multi-year capital plans to fortify
against long-term risks of being low-lying coastal communities.
Social
Social considerations do not pose material immediate risks to the rating. Social factors including income levels and wealth are
discussed above. We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial implications for
public health and safety. Favorably, the district has received $23.9 million in federal and state grants to offset costs associated with the
pandemic. As a community funded district, it is insulated from variations in the state's budget or loss of per pupil revenues. However, it
must allocate revenues for the 946 students enrolled in charter schools.
Governance
The district benefits from conservative budgeting practices and an adopted reserve policy of 8%.
California school districts designated as community funded have an Institutional Framework score 1 of Aa. Operating revenue primarily
consists of districts’ share of the 1% local property taxes authorized by the state constitution, and districts are not subject to per-pupil
limits under the state-controlled Local Control Funding Formula (LCFF). As a result, these districts are largely insulated from funding
cuts resulting from state budget pressures or enrollment declines, with revenue increasing or declining with changes in property taxes.
Districts’ ability to raise additional revenues is limited to voter-approved parcel taxes.
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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

Sequoia Union High School District, CA
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
Additional strength in local resources
Scorecard-Indicated Outcome
Assigned Rating

Measure

Weight

Score

187.8%
445,073
-1.0%

10.0%
10.0%
10.0%

Aaa
Aaa
A

30.3%
34.5%

20.0%
10.0%

Aaa
Aaa

Aa

10.0%

Aa

545.2%
26.1%

20.0%
10.0%

Baa
Baa

0.50
Aa3
Aa2

The Assigned Rating is the issuer rating.
Sources: US Census Bureau, Sequoia Union High School District, CA’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

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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