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Local Government - US

Medians – Growing Tax Bases and Stable
Fund Balances Support Sector’s Stability
Modestly rebounding tax bases and stable financial performance continue to conform to the
expectations outlined in our stable sector outlook for US local governments, as shown in our
2014 medians. Medians for fund and cash balances as a percent of revenue will remain stable
as year over year growth has leveled off following consecutive years of increases after the
recession. Net pension liabilities continue to grow and will remain a long-term drag on the
sector.

» Modest growth in full value underlines sector stability. 2014 full value medians
reflect the stabilization of property values for cities, counties and school districts,
following several years of declines. The average median growth for all subsectors is 2.9%,
driven by the county median which increased 5.1%.

» Fund balance levels remain healthy, but growth has leveled off. Growth in fund
balance as a percent of revenue ended in 2014 with county and school district medians
each declining less than 1% from 2013. The city median increased a modest 1.8%.

» Cash balance grew modestly for all three sectors. Cash balance as a percent of
revenue medians experienced marginal increases for all subsectors, but similar to fund
balance, the trend should level off in the near term. The medians in all subsectors grew
by an average of 2.2%.

» Net direct debt as a percent of full value continues to increase for cities and
school districts as new debt issuance grew faster than tax base growth. School
districts, which experienced the least amount of tax base growth, had the largest median
increase at 2.8%. For the third consecutive year, the county median remained stable
at 0.5% as full value growth kept pace with new debt issuance. Net direct debt over
operating revenues reflect a more stable trend with those medians remaining flat for all
subsectors.

» The three-year Moody's Adjusted Net Pension Liability (ANPL) 1  increased in
2014 and pension liabilities will remain a long-term challenge for the sector.
Strong investment performance led to modest declines in some ANPLs in 2014, however
other ANPLs increased due to factors such as lower discount rates applied under our
adjustments. ANPLs will increase in 2015 and 2016, driven by adverse investment
performance and declines in discount rates. However, individual pension burdens vary
greatly and are not a source of pressure for every local government.

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=1018580
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1009080
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Exhibit 1

Tax Bases Recovered in 2014 Following Several Years of Declines

Source: Moody's Investors Service

Full value will continue modest growth in most regions

» The average median growth for all subsectors is 2.9% in 2014,
driven by the county median which increased 5.1%.

» Recovering property values and robust new development in some
areas of the country are driving the rebound.

» Fiscal 2015 medians will reflect a continued trend of modest tax
base growth, given that expansion in some regions of the country
will be offset by stalled growth in some states.

» Property tax receipts will also improve in 2015 as a result of the
new growth and will be available to finance rising fixed costs, such
as pension payments.

Exhibit 2

Growth in Fund Balance as % of Revenue Leveled Off in 2014

Source: Moody's Investors Service

Fund balance levels are healthy and will remain stable in 2015

» The average annual growth rate for all subsectors has declined each
year to 0.1% in 2014 from 8.3% in 2011.

» The city median increased 1.8% in 2014, while the county and
school district medians declined less than 1% each.

» The 2014 city and county fund balance as % of revenue medians
were a healthy 32%.

» The school district median is slightly weaker at 21% because
districts often face state-imposed reserve caps.
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Exhibit 3

Growth in Cash Balance as % of Revenue Remains Positive

Source: Moody's Investors Service

Growth will level off and cash balances will remain stable in 2015

» The medians in all subsectors remain healthy and grew by an
average of 2.2% in 2014.

» Similar to fund balance, the trend is leveling off and annual growth
has slowed from 6.1% in 2012.

» The 2014 city and county cash balance as % of revenue medians
were 34% and 36%, respectively.

» The school district median is slightly weaker at 25%.

Exhibit 4

Cities' and School Districts' Debt Burdens Continue to Gradually
Rise

Source: Moody's Investors Service

Cities' and school districts' new debt issuance continues to outpace
tax base growth

» School districts, which experienced the least amount of tax base
growth, had the largest median increase at 2.8%.

» For the third consecutive year, the county median remained stable
at 0.5% as full value growth kept pace with debt issuance.

» Net direct debt relative to operating revenues was flat from 2013 to
2014 for all subsectors.

» New debt issuance will remain low in 2015, but an increase in capital
spending to address deferred infrastructure needs will increase
leverage over the medium term.

Exhibit 5

Pension Leverage Continues to Rise

Source: Moody's Investors Service

Growing pension burdens will remain a long-term drag on the
sector

» Strong investment performance led to modest declines in some
ANPLs in 2014, however other ANPLs increased due to factors such
as lower discount rates applied under our adjustments.

» ANPLs will increase in 2015 and 2016, driven by adverse investment
performance and declines in discount rates.

» Pension costs will account for an increasing portion of annual
expenditures for many local governments, but individual pension
burdens vary greatly and are not a universal source of pressure.

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1000310
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1018600
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Basis for Medians

The medians report conforms to our US Local Government General Obligation Debt rating methodology published in January 2014. As such, the
medians presented here are based on the key metrics outlined in the methodology and the associated scorecard. The appendix of this report provides
additional metrics broken out by sector, rating category, and population.

We use data from a variety of sources to calculate the medians, many of which have differing reporting schedules. Whenever possible, we calculated
these medians using available data for fiscal year 2014. However, there are some exceptions. Population data is based on the 2010 Census and Median
Family Income is derived from the 2012 American Community Survey.

Medians for some rating levels are based on relatively small sample sizes. Therefore, these medians may be subject to potentially substantial year-
over-year variation.

Our ratings reflect our forward-looking opinion derived from forecasts of financial performance and qualitative factors, as opposed to strictly historical
quantitative data used for the medians. Our expectation of future performance combined with the relative importance of certain metrics on individual
local government ratings account for the range of values that can be found within each rating category.

Median data for prior years published in this report may not match last year's publication due to data refinement and changes in the sample sets used,
as well as rating changes, initial ratings, and rating withdrawals. The data for this report includes the addition of the Debt Service Fund as an operating
fund for fiscal 2010-14, so certain medians might differ from last year’s report. In addition, two scorecard metrics – Five-Year Dollar Change in Fund
Balance as Percentage of Revenues and Five-Year Dollar Change in Cash Balance as Percentage of Revenues – are excluded from Exhibit 6 entirely
because they rely on data prior to 2010.

The 2015 medians report will be published in the first quarter of calendar year 2017, and will include updated medians for fiscal 2010-14.

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_PBM162757
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Appendix A

Exhibit 6

Six-year history of select medians

Source: Moody's Investors Service
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Exhibit 7

US Local Government Medians - US Cities (All)

Source: Moody's Investors Service

Exhibit 8

Medians by Rating - US Cities (All)

Source: Moody's Investors Service

Exhibit 9

Medians by Rating - US Cities (Population > 500,000)

Source: Moody's Investors Service
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Exhibit 10

Medians by Rating - US Cities (100,000 < Population < 500,000)

Source: Moody's Investors Service

Exhibit 11

Medians by Rating - US Cities (50,000 < Population < 100,000)

Source: Moody's Investors Service

Exhibit 12

Medians by Rating - US Cities (Population < 50,000)

Source: Moody's Investors Service
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Exhibit 13

US Local Government Medians - US Counties (All)

Source: Moody's Investors Service

Exhibit 14

Medians by Rating - US Counties (All)

Source: Moody's Investors Service

Exhibit 15

Medians by Rating - US Counties (Population > 1 Million)

Source: Moody's Investors Service
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Exhibit 16

Medians by Rating - US Counties (250,000 < Population < 1 Million)

Source: Moody's Investors Service

Exhibit 17

Medians by Rating - US Counties (100,000 < Population < 250,000)

Source: Moody's Investors Service

Exhibit 18

Medians by Rating - US Counties (Population < 100,000)

Source: Moody's Investors Service
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Exhibit 19

US Local Government Medians - US School Districts (All)

Source: Moody's Investors Service

Exhibit 20

Medians by Rating - US School Districts (All)

Source: Moody's Investors Service

Exhibit 21

Medians by Rating - US School Districts (Population > 200,000)

Source: Moody's Investors Service
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Exhibit 22

Medians by Rating - US School Districts (100,000 < Population < 200,000)

Source: Moody's Investors Service

Exhibit 23

Medians by Rating - US School Districts (50,000 < Population < 100,000)

Source: Moody's Investors Service

Exhibit 24

Medians by Rating - US School Districts (10,000 < Population < 50,000)

Source: Moody's Investors Service
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Exhibit 25

Medians by Rating - US School Districts (Population < 10,000)

Source: Moody's Investors Service
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Moody's Related Research
Market Volatility Points to Growing US Public Pension Debt in 2016, March 2016

2016 Outlook - Growing Property Tax Revenue and Improving Fund Balances Underpin Stable Outlook, December 2015

US Local Governments - Updated 2013 Medians: Updated 2013 US Local Government Medians Demonstrate Stability of Sector,
August 2015

New Pension Accounting Increases Clarity of Plan Funding Trajectories, March 2015

Construction Ahead: US Local Governments to Increase Capital Spending by 2016-17, February 2015

US Local Government General Obligation Debt, January 2014

http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1018600
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1009080
https://www.moodys.com/research/US-Local-Governments-Updated-2013-Medians-Updated-2013-US-Local--PBM_1006660
https://www.moodys.com/research/US-Local-Governments-Updated-2013-Medians-Updated-2013-US-Local--PBM_1006660
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1002636
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1000310
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_PBM162757
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Endnotes
1 Moody's adjusts pension assets and liabilities reported by US local governments for the purpose of our own independent credit analysis. For more

information, please see our methodology published in April 2013.

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_PBM151398
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