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Our credit view of Tuscarawas Valley Local School District (Aa3) incorporates the district's
growing tax base and average socioeconomic characteristics. Also reflected are its healthy
financial operations, including its fund balance and liquidity that we anticipate will remain
stable due to rising property tax collections as a result valuation increases stemming from
a natural gas pipeline that runs through the district's boundaries. Our assessment also
considers the district's rising debt burden resulting from an upcoming borrowing and elevated
pension burden given its participation in two underfunded cost-sharing plans.
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On February 20, 2019 we assigned an initial Aa3 issuer rating to the district which is
equivalent to our assessment of its general obligation unlimited tax (GOULT) credit quality.
Concurrently, we assigned an A1 rating to its $18 million Certificates of Participation,
Series 2019, which are notched once off of the issuer rating based on the risk of annual
appropriation and more essential nature of the projects being financed with the debt.
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» Growing tax base valuations due to natural gas infrastructure investments
» Average socioeconomic characteristics
» Healthy operating fund balance and liquidity projected to remain stable over the near
term

Credit challenges
» Moderately high taxpayer concentration
» Limited local economy and flat demographic trends
» Above average debt and pension burdens

Rating outlook
Outlooks are typically not assigned to local governments with this amount of debt.

Factors that could lead to an upgrade
» Significant tax base expansion coupled with material strengthening of residential income
levels
» Moderation to the district’s debt and pension burdens

U.S. PUBLIC FINANCE

MOODY'S INVESTORS SERVICE

Factors that could lead to a downgrade
» Material tax base contraction and/or diminished socioeconomic characteristics
» Sustained narrowing of operating fund balance and liquidity
» Notable increase to the district’s debt and/or pension burdens

Key indicators
Exhibit 1

Tuscarawas Valley Local School District, OH

2014

2015

2016

2017

2018

$604,997

$608,637

$621,958

$671,764

$678,458

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)

10,059

10,119

9,836

9,874

9,874

$60,145

$60,148

$63,233

$68,034

$68,712

94.7%

99.2%

101.7%

106.4%

106.4%
$15,203

Finances
Operating Revenue ($000)

$12,967

$14,611

$14,950

$15,418

Fund Balance ($000)

$1,669

$2,466

$2,936

$4,187

$5,031

Cash Balance ($000)

$2,301

$2,849

$3,274

$4,287

$5,766

Fund Balance as a % of Revenues

12.9%

16.9%

19.6%

27.2%

33.1%

Cash Balance as a % of Revenues

17.7%

19.5%

21.9%

27.8%

37.9%

Debt/Pensions
Net Direct Debt ($000)
3-Year Average of Moody's ANPL ($000)
Net Direct Debt / Full Value (%)

$3,780

$3,170

$2,545

$2,016

$1,418

$43,659

$42,771

$41,712

$47,307

$48,257
0.2%

0.6%

0.5%

0.4%

0.3%

Net Direct Debt / Operating Revenues (x)

0.3x

0.2x

0.2x

0.1x

0.1x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%)

7.2%

7.0%

6.7%

7.0%

7.1%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x)

3.4x

2.9x

2.8x

3.1x

3.2x

Sources: Moody's Investors Service, US Census Bureau, district audited financial statements

Profile
Tuscarawas Valley Local School District encompasses approximately 100 square miles in eastern Ohio (Aa1 stable), approximately 20
miles south of the City of Canton. Primarily located in Tuscarawas County, with a small portion of the district overlapping parts of Stark
County (Aa2), the district provides pre-kindergarten through twelfth grade education to residents of several small communities. The
district’s population is estimated at 9,874 and enrolls 1,348 students for the fiscal 2019 school year.

Detailed credit considerations
Economy and tax base: rural tax base experiencing strong valuation growth from natural gas pipeline
The district stands to benefit from the installation of a natural gas pipeline running through its boundaries that has positively impacted
its full value. The increase in values will correspond with growth to the locally raised property taxes, though long term growth in
other property classes may be muted due to the district's flat demographic trends and limited local economy. Currently valued at a
moderately-sized $802 million, the district's tax base saw an 18.2% increase in its assessed value in 2019 as a result of the first full year
of assessment on the Rover Pipeline.
The Rover Pipeline transports natural gas from eastern Ohio to Canada (Aaa stable), running east to west through Tuscarawas
Valley Local School District. Many surrounding local governments will benefit from increased property tax receipts as a result of 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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infrastructure investment, which will translate into roughly $1.5 million in additional annual revenue for the district. Conversely, the
addition of the pipeline results in elevated taxpayer concentration, as the Rover Pipeline now comprises 14.2% of the district's total
assessed value. Overall, the top ten taxpayers comprise 26.6% of the base. However, we view the valuations of the pipeline to be stable
going forward as the state tax commissioner sets the depreciation schedule for pipelines which are valued based on the infrastructure
in place, and not the fluctuating price of the commodity going through it.
Althought the district is rural in nature and not densely populated, its socioeconomic characteristics are solid and approximate the
nation as a whole. Median family income is currently estimated at 106.4% of the US, while full value per capita has benefited from the
growth in valuations and stands at $81,237 based on an estimated 2017 population of 9,874. Limited local employment opportunities
means that many district residents commute to the Canton metropolitan area for work. Unemployment in Tuscarawas County stood
at 4.8% in December 2018, a rate that matched the state's rate but was elevated as compared to the US (3.7%) for the same month.
We anticipate the lack of diversified employment opportunities will constrict population growth over the long term, and the district's
population is estimated to have decreased by 2.3% since the 2010 Census.
Financial operations and reserves: healthy financial operations and reserves
We expect the district's healthy financial condition to remain steady over the near to medium term given recent increases in property
tax revenue that should sustain the fund balance over the next several years. The district has recorded four consecutive general
fund operating surpluses that have strengthened year-end available reserves to $5.0 million (33.1% of revenue) at the close of fiscal
2018 from a low of $963,000 (7.8%) at the close of fiscal 2014. Improved fund balance is directly attributable to increased revenue
which rose approximately 23% over this period. In addition to rising valuations, collections benefited from the passage of an 8.9-mill
emergency levy passed by voters in May 2014. The fixed amount 10-year levy brings in roughly $1.9 million annually. In addition to the
2014 levy the district has two smaller operating levies that expire at the close of calendar year 2020 and 2022. Management expects to
request the reauthorization of all three expiring levies.
For fiscal 2019 the district's cash-basis five-year forecast depicts adding $627,000 to general fund reserves. An additional $591,000
surplus is projected for fiscal 2020. Financial performance beyond fiscal 2020 will be highly reliant on the district's ability to garner
voter support for the renewal of levies, as well as future state biennium budgets. Funding for district operations are evenly split
between state aid (46% of fiscal 2018 general fund revenue), and local property taxes (46%), with tuition revenue (7%) rounding out
the remainder.
LIQUIDITY

The district's cash position, similar to its fund balance, is healthy having been recently bolstered by the consecutive operating surpluses.
At the close of fiscal 2018 the district held $5.8 million in general fund cash, equivalent to 37.8% of general fund revenue.
Debt and pensions: moderate debt burden, but exposure to two poorly funded pension plans
Although upcoming borrowing plans for capital projects will moderately increase the district's debt burden, we expect debt service to
remain manageable due to expected increases to property tax collections. In addition to the debt, the district's long term liabilities
include its exposure to two underfunded pension plans that will likely remain a long term credit challenge.
The district is in the process of marketing up to $18 million in certificates of participation (COPs) to finance capital projects. The
borrowing will increase the district's debt burden to 2.4% of full value and 1.2x operating revenue. Specifically, debt proceeds will
finance a new middle/high school facility, as well as renovations and additions to other district facilities. The district is working in
conjunction with the Ohio Facilities Construction Commission (OFCC) which will provide roughly $9.6 million in supplemental state
supported financing. Debt will be serviced through a dedicated inside millage collected within the district's permanent improvement
fund. The capital projects, including the new building, is expected to open for the 2022-2023 school year, and the district is unlikely to
have any additional borrowing needs for the foreseeable future.
The district's Moody's adjusted net pension liability (ANPL), our measure of a local government's pension burden that incorporates
adjustments we make to reported pension data, is elevated at 6.0% of full value and 3.2x operating revenue. The district also reports
a $3.5 million net OPEB liability for fiscal 2018. Debt service and retirement plan contributions in fiscal 2018 totaled $1.3 million, or
roughly 9% of operating revenue. Fixed costs are expected to rise by $1.0 million in fiscal 2020 once the first year of debt service on
the COPs are due.
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DEBT STRUCTURE

In addition to upcoming COPs borrowing the district has a modest amount of outstanding general obligation debt which will be retired
over the next few years. It includes a total of $580,000 in GOULT capital apprecation bonds (CABs), including accreted interest, as well
as $160,000 in general obligation limited tax (GOLT) debt. The district's projected amortization schedule following the issuance of the
COPs will be fairly even through final maturity in fiscal 2049. Payout of principal is slow with an estimated 23% retired estimated to be
retired over the next ten years.
DEBT-RELATED DERIVATIVES

The district is not a party to any debt-related derivatives.
PENSIONS AND OPEB

District employees are members of the Ohio State Teacher Retirement System (STRS) and the Ohio School Employees Retirement
System (SERS). There is broad legal flexibility in Ohio to amend pension benefits, and statute establishes a 30-year target for
amortizing the unfunded liabilities of all cost-sharing plans. In 2012 and 2017, the 30-year target was breached for STRS and the state
legislature acted by reducing benefits and increasing employee contributions. The 2012 and 2017 reforms did not increase employer
contributions from participating governments.
Moody’s adjusted net pension liability (ANPL) is our measure of a local government's pension burden that uses a market-based interest
rate to value accrued liabilities. The combined Moody’s ANPL of STRS and SERS fell by a considerable 23% between 2016 and 2017—
primarily the result of the suspended cost-of-living-adjustments implemented in 2017, but also because of strong investment returns.
On a reported basis, combined net liability of the two plans fell by 27.1% between 2016 and 2017.
Exhibit 2

Exhibit 3
Reported Net Pension Liability
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Going forward, we expect unfunded liabilities to grow because statewide contributions remain below the amount necessary for the two
plans to tread water.1 Fiscal 2017 employer contributions, which are set by the state as a share of annual payroll, were 75% and 85% of
the amounts needed to tread water in STRS and SERS, respectively.
Management and governance: moderate institutional framework
Ohio school districts have an Institutional Framework score of A, which is moderate. Institutional Framework scores measure a sector's
legal ability to increase revenues and decrease expenditures. The sector's major revenue sources are property taxes and state aid. Local
property tax rates can be increased with voter approval only. Some school districts also levy a local income tax, if approved by voters.
Revenues and expenditures tend to be predictable. Ohio has public sector unions, which can limit the ability to cut expenditures.
Although the district's management has no official fund balance policy, officials report no intention of drawing down reserves which are
currently at historically high levels. The construction of new and remodeled facilities may offer additional operational efficiencies which
are not yet quantified in the district's financial forecast. Enrollment for the district is projected to remain stable over the next four years.
Contracts with the teachers union are in place through fiscal 2020 and afford 2% base salary increases annually.
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Endnotes
1 Our “tread water” indicator measures the annual government contribution required to prevent reported net pension liabilities from growing, given the
entity's actuarial assumptions. An annual government contribution that treads water equals the sum of employer service cost and interest on the reported
net pension liability at the start of the fiscal year. A pension plan that receives an employer contribution equal to the tread water indicator will end the
year with an unchanged net pension liability relative to the beginning of the year if all plan assumptions hold. Net liabilities may decrease or increase
in a given year due to factors other than the contribution amount, such as investment performance that exceeds or falls short of a plan's assumed rate
of return. Still, higher contributions will always reduce unfunded liabilities faster, or will allow unfunded liabilities to grow more slowly than lower
contributions.
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