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Tamalpais Union High School District, CA (Aaa stable) has a large and growing tax base,
benefiting from unusually strong resident wealth and income measures and the district’s
location within the vibrant Bay Area economy. Deeply entrenched in community-funded
status, the district's financial operation benefits from the resulting financial flexibility.
The district's management is strong, having proactively addressed a developing structural
deficit resulting from enrollment growth outpacing tax base growth, by both securing new
revenue and cutting expenditures. We expect these operational changes will sustain the
district’s strong financial position in the near term. The district has very low level of debt and
moderate pension liability.
On September 11, we assigned an initial rating of Aaa with a stable outlook to the district's
general obligation bonds.

Credit strengths
» Community-funded school district with a large and growing tax base
» Very strong resident wealth and income measures
» Low net direct debt
» Strong and conservative management

Credit challenges
» Financial pressure from enrollment growth
» Moderate pension liability with rising fixed costs

Rating outlook
The outlook is stable based on our view that tax base growth will result in continued revenue
increases and that management will maintain the district's financial position at a level
consistent with the rating.

Factors that could lead to an upgrade
» Not applicable

Factors that could lead to a downgrade
» Decline in reserves beyond what is projected by the district
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» Material increase in balance sheet leverage from new debt or increased pension liability

Key indicators
Exhibit 1

Tamalpais Union High School District, CA
Economy/Tax Base

2014

2015

2016

2017

2018

$34,288,397

$36,470,684

$39,269,233

$41,937,922

$44,194,377

114,934

115,934

115,854

116,634

116,634

$298,331

$314,581

$338,954

$359,569

$378,915

221.3%

225.0%

231.0%

234.5%

234.5%

Operating Revenue ($000)

$79,250

$83,009

$92,421

$92,948

$95,698

Fund Balance ($000)

$35,455

$37,979

$38,005

$32,947

$27,733

Cash Balance ($000)

$37,882

$41,124

$40,367

$40,042

$32,147

Fund Balance as a % of Revenues

44.7%

45.8%

41.1%

35.4%

29.0%

Cash Balance as a % of Revenues

47.8%

49.5%

43.7%

43.1%

33.6%

$143,535

$132,610

$126,840

$119,322

$111,722

N/A

$158,754

$165,400

$181,050

$205,320

0.4%

0.4%

0.3%

0.3%

0.3%

Net Direct Debt / Operating Revenues (x)

1.8x

1.6x

1.4x

1.3x

1.2x

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

N/A

0.4%

0.4%

0.4%

0.5%

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

N/A

1.9x

1.8x

1.9x

2.1x

Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances

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

Operating revenue includes the general fund and debt service fund. Fund balance includes unassigned, assigned and committed balances, as well as balances restricted for use to pay GO
bond debt service.
Source: Audited financial statements, governmental data, Moody's Investors Service

Profile
Tamalpais Union High School District is located in Marin County (Aaa stable), approximately 5 miles north of San Francisco (Aaa stable)
with an estimated population of 116,634 in the communities of Belvedere, Bolinas, Corte Madera, Fairfax, Kentfield, Lagunitas, Larkspur,
Marin City, Mill Valley, Nicasio, Ross, Sausalito, Stinson Beach and Tiburon. The district overlaps with ten feeder elementary school
districts. The district operates three comprehensive high schools and three alternative high schools, with an enrollment of 5,062 for
fiscal 2020.

Detailed credit considerations
Tax base and economy: large and growing tax base in the vibrant Bay Area economy; extremely strong resident wealth and
income measures
The district's large and growing tax base, and strong residential home values, are key credit strengths underlying the recent Aaa initial
rating. The district's assessed valuation (AV) reached $49.0 billion in fiscal 2020 and has experienced above-average growth as the
San Francisco Bay Area region’s flourishing economy has driven increased housing demand within the district. The district's AV grew
5.1% since the prior year and an average of 6.0% annually for the last thirty years. Driving these strong growth rates is a healthy local
housing market, with the median sales price for single family homes ranging from $820,000 in Sausalito to $1.42 million in Mill Valley,
to $2.85 million in Tiburon, as compared favorably to a median assessed value of $827,457.
The district has an extraordinarily wealthy and stable socioeconomic profile that compares favorably to state and national medians.
Per-capita income (PCI) is 274.2% of the US PCI, and district median family income (MFI) is a similarly strong 234.5% of the
US median. Property wealth is also very strong, with AV per capita of $420,313, far exceeding state and national medians. The
unemployment rate in Marin County is a low 2.5% and compares favorably with the state (4.4%) and nation (4.0%) as of July 2019.

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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Financial operations and reserves: management will sustain strong financial position following major operation changes to
address enrollment growth that had been outpacing revenue growth
The district benefits from significant local funding, including $64.9 million in property taxes and $19.2 million in other local sources,
including parcel taxes and foundation contributions, combining to equal 88.9% of its $94.6 million in general fund revenues for fiscal
2019. Given the district's community-funded status, it receives $18 million more in local property tax revenue than it would receive if it
were funded under the per-pupil funding provided under the state Local Control Funding Formula.
The district's enrollment in fiscal 2020 is estimated at 5,032, reflecting an increase of more than 1,000 students since fiscal 2012
resulting from an influx of households with school age children moving to the district for its relative affordability when compared to
neighboring San Francisco and its desirable schools. However, given the district's deep entrenchment in community-funded status,
this resulted in no additional revenue for the district and instead manifested a structural deficit beginning in fiscal 2017. Following a
cumulative $8.3 million in deficits over two years, the district ended fiscal 2018 with $19.6 million in general fund reserves, which was
still strong at 23.7% of general fund revenues.
During fiscal 2019, the district made $5.8 million in budget cuts and secured approval of a parcel tax that will produce $5.5 million in
annually revenues. The cuts included reduction in staff by 30 through an early retirement program, increasing class sizes and combining
several district-level administrative positions. At the same time, the district was able to offer raises to remaining staff and settle
contracts through the end of fiscal 2020. The district's unaudited actuals for fiscal 2019 show a $942,000 deficit bringing reserves to
19.7% of revenues.
A small surplus is budgeted for fiscal 2020 followed by projected balanced operations with the district maintaining its general fund
reserves at or above 20% of revenues. The budget and projections rely on conservative assumptions of revenue growth and level
enrollment. Notably, the district's enrollment is projected to decline beginning in fiscal 2022, which will reduce financial pressure on
the district as revenue growth will outpace expense increases.
LIQUIDITY

The district ended fiscal 2018 with $22.3 million in net general fund cash, equal to 27.0% of general fund revenues. This reflects a
decline from prior years, but remains strong. The district has $3.6 million in its capital facilities fund which it can borrow for cash flow
purposes
Debt and pensions: low debt and moderate pension liability
The district has a very low net direct debt burden of $98.5 million, or 0.2% of AV, which we anticipate will remain low in the near term
as the district has no additional bonding authority. The district's overall debt burden equals $9,702 per capita, well above the median
for school district's nationally, but is a below average 2.4% of AV, compared to the 3.2% national median for all US school districts.
Given the district's strong wealth and income measures, debt levels are affordable to the taxpayers.
DEBT STRUCTURE

The district’s outstanding GO debt totals $96.7 million in fixed-rate, current interest maturing through 2032.
DEBT-RELATED DERIVATIVES

The district has no debt-related derivatives.
PENSIONS AND OPEB

The district's net pension liability (NPL) assuming a 3.87% discount rate equals $223.4 million, significantly higher than the reported
NPL of $79.8 million using a 7.11% reported discount rate. The district's pension burden is moderate when compared to its operations,
but low compared to the size of the district's tax base. The district provides pension benefits through the State Teachers’ Retirement
Plan (STRP), which is administered through the California State Teachers’ Retirement System (CalSTRS), a costsharing, multipleemployer defined benefit pension plan. As is typical for a California school district, the district's pension contributions are growing, but
remain insufficient to keep unfunded liabilities from growing under existing plan assumptions.
The district’s net liability for other post-employment benefits (OPEB) equaled $3.0 million in fiscal 2018. This liability is modest,
equaling less than 1% of operating revenues.
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Management and governance: community-funded status provides financial flexibility not afforded LCFF funded districts;
strong management adjusted operations to address enrollment growth and sustain finances
INSTITUTIONAL FRAMEWORK

California school districts have an institutional framework score of “A,” or moderate. Districts’ ability to raise revenues is moderate,
since funding levels are set by the state and local revenue-raising is limited to voter-approved parcel taxes or fundraising. Revenue
predictability is moderate, with highly predictable property tax revenues offset by the state’s ability to make unexpected funding and
disbursement reductions. Expenditures primarily consist of personnel costs, which are highly predictable. Districts have a moderate
ability to reduce expenditures due to pressures from collective bargaining and state rules that effect the timing of staff reductions.
With Community Funded or Basic Aid status, the district operates under a different funding model from the majority of school
districts within the state. As discussed above, it is primarily funded from local property taxes, at a level that is well above the state
guaranteed minimum funding level. Therefore the district's revenue predictability, especially during periods of state budgetary
challenges, is somewhat higher than the typical district described by the Institutional Framework paragraph above. The district’s
expenditure flexibility is also potentially higher than average, given the relatively high revenues per student and extensive curriculum
offerings. Management's proactive reduction of deficit spending through large expenditure cuts and securing new revenues is a strength
incorporated into the district's rating.
OPERATING HISTORY

The district has a five-year ratio of revenue to expenditures of 0.98 times, reflective of deficit spending in the last two audited fiscal
years, which the district has closed in fiscal 2019. We expect the district to continue maintaining balanced operations going forward
and to maintain reserves at or above its minimum policy of 17% of general fund expenditures. The district is unusual in its use of fiveyear financial projections for its internal planning purposes.

Rating methodology and scorecard factors
The US Local Government General Obligation Rating Methodology includes a scorecard, a tool providing a composite score of a local
government’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 local government credits.
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Exhibit 2
Tamalpais Union High School District, CA
Rating Factors

Economy/Tax Base (30%)

Measure

Score

[1]

Tax Base Size: Full Value (in 000s)

$46,626,462

Aaa

$399,767

Aaa

234.5%

Aaa

Fund Balance as a % of Revenues

29.0%

Aaa

5-Year Dollar Change in Fund Balance as % of Revenues

-8.4%

Baa

Cash Balance as a % of Revenues

33.6%

Aaa

5-Year Dollar Change in Cash Balance as % of Revenues

-6.3%

Baa

Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)

Notching Factors:[2]
Other Analyst Adjustment to Finances Factor: Deep entrenchment in community funded status provides financial flexibilty

Up

Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures

A

A

0.98x

A

Notching Factors:[2]
Unusually Strong or Weak Budgetary Management and Planning

Up

Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)

0.2%

Aaa

1.1x

A

0.4%

Aaa

2.1x

A

Notching Factors:[2]
Other Analyst Adjustment to Debt and Pensions Factor (specify): Contingent risk associated with state pension support

Down

Standardized Adjustments [3]: Unusually strong or weak security features: Secured by statute & lockbox

Up
Scorecard-Indicated Outcome

Aaa

Assigned Rating

Aaa

[1] Measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology dated December 16, 2016.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs Updated for 2019 publication.
Source: Audited financial statements, governmental data, Moody's Investors Service

5

12 September 2019

Tamalpais Union High School District, CA: Credit analysis following initial Aaa rating

MOODY'S INVESTORS SERVICE

U.S. PUBLIC FINANCE

© 2019 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.
CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE
MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S
RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT
RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY
ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT
RATINGS AND MOODY’S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS
ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS
COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.
MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW,
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED
OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.
CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES
AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.
All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well
as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the rating process or in preparing the Moody’s publications.
To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY’S.
To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the
avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information.
NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER.
Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities (including
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any rating,
agreed to pay to Moody’s Investors Service, Inc. for ratings opinions and services rendered by it fees ranging from $1,000 to approximately $2,700,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”
Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors
Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you
represent to MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or
indirectly disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to
the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.
Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally
Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.
MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for ratings opinions and services rendered by it fees
ranging from JPY125,000 to approximately JPY250,000,000.
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

REPORT NUMBER

6

12 September 2019

1193075

Tamalpais Union High School District, CA: Credit analysis following initial Aaa rating

U.S. PUBLIC FINANCE

MOODY'S INVESTORS SERVICE

CLIENT SERVICES

7

Americas

1-212-553-1653

Asia Pacific

852-3551-3077

Japan

81-3-5408-4100

EMEA

44-20-7772-5454

12 September 2019

Tamalpais Union High School District, CA: Credit analysis following initial Aaa rating

