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Clark County School District, Nevada (A1 stable) has a weak but very slowly improving
General Fund reserve position, which has been chronically thin over several years. This
weakness is tempered by healthy reserves available for debt service. The district benefits
from its extremely large tax base and local economy that is driven by tourism and gaming.
The district's debt burden is sizeable but has a relatively rapid amortization while its pension
liabilities are elevated, and weak pension contribution levels are a credit weakness.
Exhibit 1

Reserves levels show modest improvements after a decade of declines
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On May 23, we affirmed the district's A1 issuer and limited tax general obligation bond
ratings and changed the rating outlook to stable from negative.

Credit strengths
» Substantial tax base that continues to show healthy post-recession growth
» Rapid payout of debt
» Healthy levels of reserves available for debt service supported by a statutory debt service
reserve
» Political importance of the district to the state

Credit challenges
» Very limited reserves available for operations
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» Limited revenue raising flexibility
» Substantial capital needs over the next several years
» Economic dependence upon tourism and gaming
» Growing charter school competition

Rating outlook
The district's rating outlook is stable, which reflects our expectation that the district’s financial position will continue to improve
modestly, buttressed by health reserves available for debt service. The outlook also incorporates our expectation that the district’s tax
base and other sources of revenue will remain healthy, and that debt and pension liabilities will remain manageable.

Factors that could lead to an upgrade
» Significant improvement in the district's financial profile, including sustainable balance and materially increased reserve levels
» Continued trend of self-support of limited tax obligations from dedicated property tax revenues
» Stability in the local economy and increases in its tax base

Factors that could lead to a downgrade
» Continued structural imbalance leading to further draws on reserves for both operations and debt service
» A resumption of tax base declines and general economic weakness
» Procedural changes associated with the district's reorganization or other risks to district operations that impact the district's
financial performance

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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Key indicators
Exhibit 2
Clark County School District

2014

2015

2016

2017

2018

$160,848,137

$183,578,953

$203,015,009

$218,951,997

$232,303,232

2,003,613

2,118,353

2,166,181

2,193,818

2,251,175

$80,279

$86,661

$93,720

$99,804

$103,192

91.9%

90.9%

90.4%

90.2%

90.2%

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

$2,873,621

$2,971,970

$3,047,465

$3,177,328

$3,308,211

Fund Balance ($000)

$318,580

$267,653

$260,245

$258,283

$341,722

Cash Balance ($000)

$509,932

$431,871

$353,780

$477,096

$589,574

Fund Balance as a % of Revenues

11.1%

9.0%

8.5%

8.1%

10.3%

Cash Balance as a % of Revenues

17.7%

14.5%

11.6%

15.0%

17.8%

Net Direct Debt ($000)

$2,245,520

$2,548,890

$2,590,805

$2,438,120

$2,546,995

3-Year Average of Moody's ANPL ($000)

$8,174,257

$8,182,122

$8,420,948

$9,661,727

$10,300,432

1.4%

1.4%

1.3%

1.1%

1.1%

0.8x

0.9x

0.9x

0.8x

0.8x

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

5.1%

4.5%

4.1%

4.4%

4.4%

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

2.8x

2.8x

2.8x

3.0x

3.1x

Debt/Pensions

Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

Fund balance reflects reserves available for both operations and debt repayment.
Source: Moody's Investors Service

Profile
The district provides K-12 education to approximately 317,000 students in Clark County (Aa1 stable), covering 8,012 square miles and
serving a population of 2.2 million. Within the district's boundaries are the cities of Las Vegas (Aa2 stable), Henderson (Aa2 stable),
Boulder City (Aa3), North Las Vegas (Baa1 positive), and Mesquite.

Detailed credit considerations
Economy and tax base: tourism metrics and property values moderating but remain strong
The district's large tax base is a credit strength. The district is coterminous with Clark County, covering 8,012 square miles and serving a
growing population of nearly 2.3 million. Within the district's boundaries are the cities of Las Vegas, Henderson, Boulder City, North Las
Vegas, and Mesquite. The local economy, which is heavily centered around gaming and tourism, remains healthy. Visitor volume to Las
Vegas in 2018 contracted by 0.2% to 42.1 million, the second consecutive albeit modest decline after reaching new highs in each of the
prior three years (2014-2016). Gaming revenues on the Las Vegas Strip were up 2.0% but gaming revenue across the county remain
below pre-recession highs. Positively, this slow recovery appears to be partially mitigated by the diversification of tourism activities
beyond gaming to include dining, non-gaming entertainment, and retail has helped drive general economic activity. Construction
growth has been improving at a solid pace over the last few years. Although new single family permit growth has been somewhat
uneven, retail and industrial construction activity continues at a stronger pace.
The district's tax base continues to rebound. Full taxable value for 2019 is $249.8 billion, up 7.5% from 2018. This is 58.3% above the
district's recessionary low in 2013, but still 24.5% below its pre-recession high in 2009. It is also the sixth consecutive year of growth,
though area home sale patterns indicate some moderation ahead. The district's ten largest taxpayers are dominated by hotels and
casinos, comprising 15.1% of 2019 assessed value.

3

23 May 2019

Clark County School District, NV: Update to credit analysis following revision of outlook to stable

CLGF MEETING 7-12-19 ADDITIONAL MATERIAL PAGE 3

U.S. PUBLIC FINANCE

MOODY'S INVESTORS SERVICE

Socioeconomic measures for the district are average. Census Bureau data suggests median family income has declined to 90.2% of
the US in 2017 from 101.4% of the US in 2010. Full value per capita, a proxy measure of wealth, is satisfactory at $110,968 based on
2019 figures. Unemployment levels have come down substantially since the recession, with March 2019 data showing the county
unemployment rate at 3.8%, in line with both the state and nation.
Financial operations and reserves: General Fund reserves thin but improving; reserves for debt are healthy
The district’s financial profile remains a credit weakness but is showing signs of incremental improvement. The district expects to
end fiscal 2019 with unassigned General Fund reserves of just $41.0 million, or 1.75% of revenues. The district was able to achieve
this despite challenging arbitration outcomes that increased the district's expenses by $69 million after the start of the fiscal year.
Achieving the 1.75% unassigned General Fund reserve position would be a material improvement over the district's General Fund
position in 2017 and 2018, when available reserves (unassigned, assigned, or committed) were just $7.1 million and $25.3 million,
respectively. The district is budgeting to modestly increase unassigned General Fund reserves to 2.0% of revenues, or $47.9 million,
which is equal to its targeted financial policy; this policy has been waived by the board since 2010.
While the expected improvements in 2019 and 2020 are positive, the district's reserves substantially lag those of similarly-sized and
similarly-rated districts nationally. The district's management team believes its recent results show that it can realistically achieve
reserves levels of about 4% on a General Fund basis over the long term. The slow return to the district's very modest policy levels
suggests further material improvements to its reserve position are possible but will be challenging.
On an operating funds basis, which includes most of the district's activities, ending fund balance in 2018 was healthy at $341.7 million,
or 10.3% of operating funds revenues. This includes reserves in the district's Debt Service Fund ($75.5 million) and Bond Fund ($244.0
million), as well as the district's General Fund. This is projected to grow to $411.7 million in 2019, or 12.7% of 2018 operating funds
revenues.
The district had its first operating surplus in its operating funds in fiscal 2018, with audited financial figures showing revenues outpacing
expenditures by $32.3 million before transfers. Operating funds revenues grew by 3.1% in 2018, while operating expenses increased
by just 1.0%. Projected figures for 2019 show enrollment, the principal driver of revenues for the district, was 317,399 students in
2019, a decline of 0.6% from 2018, reflecting some loss of students to charter schools. The district estimates there about 44,000
charter school students in the county, of which approximately 5,500 are in charter schools sponsored by the district. The district
expects enrollment moving forward to be flat, which management hopes will allow them to make the necessary capital and staffing
adjustments to deliver sustainable long-term financial results.
LIQUIDITY

The district's pooled cash and investments position is strong, with $589.6 million (net of bond proceeds) at the end of 2018, or 17.8%
of operating funds revenues. Excluding cash and investments in the Debt Service and Bond Funds, liquidity was still satisfactory at
$239.2 million, or 7.2% of operating funds revenues.
Debt and pensions: sources of bond repayment continue to strengthen; pension contributions are below “tread water”
Relative to the district's full value and operating revenues, the district's $2.98 billion in outstanding debt is sizeable, but manageable.
Gross debt to 2019 full value is a moderate 1.19%, and debt to governmental revenues is a manageable 0.90 times. The district's debt
profile is comprised of fixed-rate, general obligation limited tax (GOLT) debt. $579.0 million of the district's GOLT debt is additionally
supported by additional revenues from a 1.625% hotel room tax and a $0.60 per $500 real property transfer tax (RPTT). In 2018, room
tax and RPTT revenues generated $132.5 million in revenues versus $92.3 million debt service for the GOLT bonds supported by these
additionally pledged revenues; estimated 2019 figures show the room tax and RPTT will remain level at $133.3 million. Notably, these
additional revenues failed to provide sum sufficient support during the recession (2010 through 2012). Given the strength in tourism
activity in the Las Vegas metro area, as well as the strong increase in real estate values, these revenues should continue to provide
sufficient support to meet debt service on these bonds, particularly as debt service ramps down starting in 2021. The district does not
intend to issue additional debt secured by the RPTT and hotel room tax and will instead use the excess revenues for pay-as-you-go
capital needs.
Approximately $2.3 billion in GOLT bonds are supported by a $0.5534 per $100 dedicated property tax that voters approved in 1998.
As part of that voter approval, the district was able to issue debt for ten years as long as principal and interest payments could be paid
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from that levy. Given the substantial tax base declines during the recession, the district could not generate sufficient property tax
revenues from that dedicated levy to meet debt service between 2009 and 2015, drawing down its debt service reserve fund $605.2
million. However, in 2016, the levy once again generated more revenues than debt service, and continued to do this in 2017 and 2018;
in 2018, the $0.5534 levy generated $353.9 million against $339.4 million in debt service. Per state statute, the district is required to
hold in reserve the lesser of 25% of the following year's debt service or 10% of outstanding par. Although this money is not specifically
pledged for repayment, it cannot be used for any other purpose. The district estimates 25% of its fiscal 2020 debt service requirement
is $95.6 million. The district estimates it will have $411.7 million in its Debt Service and Bond Funds available to meet this requirement
at the end of fiscal 2019. The district intends to modestly decrease its reserves for debt service modestly to about 75% of the following
year's principal and interest, down from its current 92.9%, using the funds for pay-as-you-go capital needs.
In March 2015, the state approved legislation that grants school districts the authority to issue debt without voter approval over a 10year period, provided debt service requirements can be met under existing tax rates. Given significant capital needs, Moody's viewed
this as a positive credit development; Clark County School District officials conservatively estimate they can generate $4.1 billion in
bond proceeds over the next decade, or approximately half of the district's current capital needs. The district intends to issue another
$200 million under this program in November 2019, and will likely issue $400 million in bonds annually through March 2025. The
district will also issue another $30 million in November for school buses.
DEBT STRUCTURE

The district's debt profile is comprised of two forms of fixed-rate, general obligation limited tax (GOLT) debt. The district's debt
amortizes rapidly, with 78.8% of principal and interest repaid within 10 years.
DEBT-RELATED DERIVATIVES

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

The district's pension liabilities are a credit weakness. The district's pension is with the Nevada Public Employee Retirement System
(PERS), a cost sharing, multiple-employer defined benefit plan. The district's contribution to the plan in 2018 was $223.9 million, a
moderate 6.9% of operating fund revenues. However, the district's share of pension contributions were $69.0 million short of Moody's
calculation of what is necessary to prevent the district's pension liabilities from growing under plan assumptions, including the amount
needed to cover normal costs and the interest on the unfunded liabilities. This “tread water gap” is moderate at 2.0% of the district's
operating revenues.
The district's three-year adjusted net pension liability (ANPL) is high at 4.43% of full value and 3.19 times operating revenues. Moody's
ANPL reflects certain adjustments we make to improve comparability of reported pension liabilities. The adjustments are not intended
to replace the district's or PERS's reported liability information, but to improve comparability with other rated entities.
In 2018, the district had other post-employment benefit costs of $10.5 million with an actuarial accrued liability of $222.4 million.
Because of changes to state law, employees hired after November 1, 2008 were not eligible for OPEB. As a result, the liability is
expected to fully amortize by 2032.
Management and governance: moderate institutional framework; district remains on “fiscal watch”; impact of AB 469
unclear
Nevada 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 state aid and local property
and sales taxes. The state legislature sets property and sales taxes at fixed rates which limits revenue-raising ability. Unpredictable
revenue fluctuations tend to be moderate, or between 5-10% annually. Across the sector, fixed and mandated costs are generally less
than 25% of expenditures. Nevada is a Right to Work state, providing significant expenditure-cutting ability. Unpredictable expenditure
fluctuations tend to be moderate, between 5-10% annually.
The district is governed by an elected, seven-member board that establishes policy and oversees the budget. The superintendent,
appointed by the board, serves as the chief executive officer and administers the day-to-day operations of the district. The district has a
new superintendent who began his tenure in fiscal 2019. The district hired a new chief financial officer in 2017.
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In January 2018, the district was placed on “fiscal watch” by Nevada’s Committee on Local Government Finance to promote fiscal
discipline. The designation requires the district to provide monthly financial reports to the state committee, creating an additional layer
of budgetary oversight. Fiscal watch will also provide the district with “technical financial assistance” from the state as it works toward
achieving structural balance after nine consecutive years of deficits.
The district implemented Assembly Bill 469 (AB 469) in fiscal 2018, a bill signed into law by the state's last governor in early May 2017.
Under AB 469, more decision-making and budgetary authority is transferred to schools from the district. The law is not expected to
have an impact on the district's ability to issue debt or the legal security that backs debt that has or will be issued by the district.

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.
Exhibit 4
Clark County School District
Rating Factors

Measure

Score

Economy/Tax Base (30%) [1]
Tax Base Size: Full Value (in 000s)
Full Value Per Capita
Median Family Income (% of US Median)
Notching Factors:

$249,808,162

Aaa

$110,968

Aa

90.2%

Aa

[2]

Regional Economic Center

Up

Economic Concentration

Down

Finances (30%)
Fund Balance as a % of Revenues

10.3%

Aa

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

-0.8%

Baa

Cash Balance as a % of Revenues

17.8%

Aaa

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

-1.0%

Baa

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

A

A

1.0x

A

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

Down

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)

1.2%

Aa

0.9x

A

4.1%

A

3.1x

A

Notching Factors:[2]
Other Analyst Adjustment to Debt and Pensions Factor (specify):

Down
Scorecard-Indicated Outcome

A1

Assigned Rating

A1

[1] Economy 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 2018 publication
Source: Clark County School District, NV audits, Moody's Investors Service
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