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Cook County School District 162, IL (Aa3) benefits from a healthy financial position and
above average resident income levels. The tax base is modestly-sized and has exhibited
recent growth but remain below pre-recession highs. Credit challenges include state exposure
given an above average dependence on state aid for general operations for an Illinois (Baa3
negative) school district and exposure to an underfunded statewide pension plan.

Credit strengths
» Healthy fund balance and liquidity
» Above average resident income indices

Credit challenges
» Above average dependence on general state aid for an Illinois school district
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» Exposure to an underfunded statewide teachers pension plan

Rating outlook
Outlooks are generally not assigned to local government credits with this amount of debt.

Factors that could lead to an upgrade
» Sustained tax base expansion
» Material strengthening of reserves and liquidity
» Moderation of the district’s debt burden

Factors that could lead to a downgrade
» Declines in operating reserves or liquidity
» Increases in the district's debt or pension burden
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Key indicators
Exhibit 1

Cook County S.D. 162 (Matteson), IL

2013

2014

2015

2016

2017

$1,268,563

$1,152,346

$1,077,033

$1,033,667

$1,083,481

25,415

25,667

25,416

25,667

25,043

Full Value Per Capita

$49,914

$44,896

$42,376

$40,272

$43,265

Median Family Income (% of US Median)

120.5%

122.0%

121.7%

121.7%

121.7%

Operating Revenue ($000)

$43,910

$45,139

$46,160

$49,948

$45,760

Fund Balance ($000)

$10,252

$11,870

$12,226

$12,939

$11,993

Cash Balance ($000)

$10,614

$12,573

$12,679

$12,925

$12,815

Fund Balance as a % of Revenues

23.3%

26.3%

26.5%

25.9%

26.2%

Cash Balance as a % of Revenues

24.2%

27.9%

27.5%

25.9%

28.0%

Economy/Tax Base
Total Full Value ($000)
Population

Finances

Debt/Pensions
Net Direct Debt ($000)

$40,200

$39,106

$36,431

$35,422

$33,211

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

$14,259

$14,998

$14,205

$14,931

$16,290

0.9x

0.9x

0.8x

0.7x

0.7x
3.1%

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

3.2%

3.4%

3.4%

3.4%

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

0.3x

0.3x

0.3x

0.3x

0.4x

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

1.1%

1.3%

1.3%

1.4%

1.5%

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

Profile
Located approximately 35 miles south of Chicago (Ba1 negative), the district provides pre-kindergarten through eighth grade education
to roughly 2,800 students within the villages of Matteson, Olympia Fields, Park Forest (A2 negative), Richton Park and University Park.

Detailed credit considerations
Economy and tax base: modestly-sized tax base with recent growth; values remains well below pre-recession high
The district's tax base continues to exhibit volatility though recent trends have been positive. After contracting 41% between 2011 and
2016, the tax base grew 4.8% to a full valuation of $1.1 billion due to rebounding home values and increased commercial development.
Management anticipates growth of 14% during the current reassessment, however even if fully realized valuations will remain 30%
below their historical peak. Taxpayer concentration is modest with the top ten taxpayers accounting for 13.1% of assessed value.
The local economy is diverse, driven by health care and manufacturing, and residents benefit from easy access to employment
opportunities throughout the Chicago metropolitan area. Resident income indices are above average and estimated at 121.7% of the
national median.
Financial operations and reserves: healthy financial position remains exposed to state dependency for revenue
The district is expected to continue to maintain a healthy reserve position somewhat mitigating its above average exposure to the
state. Shortfalls across major operating funds (general, working cash, transportation, IMRF and debt service) in fiscal 2017 reduced
available fund balance to $12 million, or a still strong 26.1% of operating revenue. Management attributes the deficit to declines in
state revenue and property taxes due given an unusually high amount of tax refunds. Property tax receipts are expected to return to
prior years' levels in 2018. Districts in the state differ as to whether they defer June property tax receipts. Cook County 162 does not
defer receipts resulting in a higher fund balance relative to those that do.

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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The fiscal 2018 budget assumes a $289,000 increase in state funding as a result of changes to the state aid formula, however the
state has not yet begun distributing funding increases from the formula change because technical fixes are still needed to be adopted
legislatively before funds can begin to flow. For fiscal 2018, the district budgeted a $140,000 deficit across its major operating funds,
however management reporting positive variances and receipt of state aid due from prior years, and anticipates closing the year with a
surplus of $450,000.
Above average dependence on state aid is a credit challenge for the district. State operating aid accounted for 28.3% of operating
revenue in fiscal 2017. Inclusive of on-behalf pension payments, state support rises to 41.7% of total operating revenue.
LIQUIDITY

The district closed fiscal 2017 with a cash position of $12.8 million, equivalent to a healthy 28% of operating revenue.
Debt and pensions: moderate debt burden with no additional borrowing plans
The district's debt burden will remain above average but manageable given limited near-term borrowing plans. Following its most
recent sale, net direct debt is elevated at 2.9% of full value but more modest when compared to operating revenue at 0.7x. Inclusive of
borrowings by overlapping municipalities, overall debt is a high 7.9% of full value. The district has no plans to issue additional debt over
the next 12 months.
The Moody's three year adjusted net pension liability (ANPL) for the district, our measure of a local government's pension burden, is
$16.3 million, or a low 1.5% of full value and 0.4x operating fund revenue. The district's low pension burden is largely due to the state
having primary responsibility to fund teacher pensions, and as such, debt service comprises nearly all of the district's fixed costs, which
totaled 9.6% of fiscal 2017 operating revenue.
DEBT STRUCTURE

All of the district's debt is fixed rate. Amortization is above average with 89% of principal retired within in ten years.
DEBT-RELATED DERIVATIVES

The district is not a party to any derivative agreements.
PENSIONS AND OPEB

The state has primary responsibility for funding teacher pensions through payments made on behalf of school districts. District
teachers participate in the Teachers Retirement System (TRS) of Illinois, a multi-employer, cost-sharing defined benefit pension plan.
Nonteaching district employees participate in the Illinois Municipal Retirement Fund (IMRF), an agent multi-employer plan. The state's
fiscal 2017 contribution to TRS was just 69% of the amount needed for the plan to tread water.1 Based on current funding practices,
we expect unfunded liabilities of TRS on both a reported and Moody's-adjusted basis to grow, necessitating further growth in state
contributions. The district's contributions to IMRF were stronger at 118.5% of tread water.
In July 2017, the state passed legislation to shift responsibility for new employees’ pensions to schools districts in order to provide itself
with budgetary relief under its statutory pension funding approach. While limited for now, the impact of this change will increase as
employees hired after the change grows to comprise a greater portion of district staff. Districts are responsible for the entire accrued
liability associated with employees hired once TRS implements the Tier 3 plan, meaning they must backfill any unfunded liabilities
associated with these employees that in the future if pension assets do not perform as projected. Unless it acts to shift costs further,
the State of Illinois retains responsibility for the bulk of pension costs associated with employees hired previously.
Management and governance: moderate institutional framework
Illinois school districts have an Institutional Framework score of A, which is moderate compared to the nation. Institutional Framework
scores measure a sector's legal ability to increase revenues and decrease expenditures. School districts have moderate revenue-raising
ability since they are subject to tax caps, but districts can seek voter approval for additional local property tax funding. Revenue
predictability is disparate across the state: revenue for property tax dependent districts are very stable, while revenue for state aid
dependent districts are less stable. Strong public sector unions somewhat limit districts’ expenditure reduction ability. Still, districts
have some cost-cutting ability given manageable fixed costs, as the state currently assumes most pension costs. Expenditures consist
primarily of personnel costs, which are highly predictable.
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Property taxes make up 43.4% of operating revenue. The district has the ability to increase tax rates to offset valuations declines, but
growth in receipts is subject to the Property Tax Extension Limitation Law (PTELL), which limits the annual growth in taxes to the lesser
of 5% or growth in the Consumer Price Index (CPI), plus new construction.

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 tread water 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 contributions, 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 contributions.
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