Rating Action: Moody's affirms San Marcos USD, CA's A1 issuer and Aa3
GOULT ratings; outlook revised to stable
25 Aug 2022
New York, August 25, 2022 -- Moody's Investors Service has affirmed the A1 issuer and Aa3 general
obligation unlimited tax (GOULT) bond ratings for San Marcos Unified School District, CA. The issuer rating
reflects the district's ability to repay debt and debt-like obligations without consideration of any pledge, security
or structural features. Concurrently, Moody's has affirmed the A2 rating on the district's outstanding lease
revenue bonds. At fiscal 2021 year end, the district had approximately $335 million in GOULT debt and $72
million in lease revenue bonds outstanding. The outlook was revised to stable from negative.
RATINGS RATIONALE
The A1 issuer rating reflects the district's healthy local economy supported by favorable resident income and
property wealth. The rating also reflects the district's sound financial position which we expect to remain stable
following implementation of the district's fiscal stabilization plan. The district has long been challenged by rising
salary and benefit costs and staffing level adjustments in 2023 are projected to return the district to structural
balance. Leverage is elevated, but manageable, and enrollment is expected to stabilize in the coming years
following significant enrollment loss resulting from the coronavirus pandemic.
The Aa3 rating on the GOULT bonds is one notch higher than the issuer rating. The one notch distinction
reflects California school district GO bond security features that include the physical separation through a
"lockbox" for pledged property tax collections and a security interest created by statute.
The A2 rating on the lease revenue bonds is one notch lower than the issuer rating reflecting abatement risk
and the more essential leased asset of a school building. The district covenants to include lease payments in
annual budgets, and payments are not subject to appropriation risk.
RATING OUTLOOK
The stable outlook reflects our expectation that the district's financial position will remain sound for the next
two years, supported by conservative budgeting practices and the implementation of the district's fiscal
stabilization plan.
FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATINGS
-

Material improvement in the district's financial position

-

Significant reduction in long-term liabilities and fixed costs

FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATINGS
-

Deterioration of the district's finances

-

Enrollment losses that pressure the district's financial performance

-

Significant increase in long-term liabilities and fixed costs

LEGAL SECURITY
The GOULT bonds are secured by the levy of ad valorem taxes, unlimited as to rate or amount, upon all
taxable property within the district. The portion of the levy restricted for debt service is collected, held, and
transferred directly to the paying agent by San Diego County (Aaa stable) on behalf of the district.
The lease revenue bonds are secured by the district's covenant to annually budget and appropriate lease
payments for the use and occupancy of the leased asset. Lease payments are made to the San Marcos
Schools Financing Authority for the use and occupancy of Mission Hills High School, San Elijo Middle School
and San Marcos Middle School.

All of the district's actively managed general revenue is available for lease payments. Although, certain
redevelopment pass-through payments from the Successor Agency to the San Marcos Redevelopment
Agency are pledged to secure the portion of lease payments attributable to financing district facilities to which
such redevelopment payments may be contractually or statutorily applied. Also, excess revenues from these
redevelopment payments and special taxes collected from the district's community facilities districts, while not
pledged, are available for lease payment and have historically provided moderate coverage.
PROFILE
The district is located in northern San Diego County and encompasses about 49 square miles including the
City of San Marcos, and portions of the cities of Carlsbad, Escondido and Vista, and nearby unincorporated
areas of the county. The district operates ten elementary schools, three middle schools, two K-8 school, two
comprehensive high schools, a continuation high school, one independent high school and an adult school.
Total enrollment was 19,620 students in fiscal 2022.
METHODOLOGY
The principal methodology used in these ratings was US K-12 Public School Districts Methodology published in
January 2021 and available at https://ratings.moodys.com/api/rmc-documents/70054 . Alternatively, please see
the Rating Methodologies page on https://ratings.moodys.com for a copy of this methodology.
REGULATORY DISCLOSURES
For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found on https://ratings.moodys.com/rating-definitions.
For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the issuer/deal page for the respective issuer on
https://ratings.moodys.com.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at https://ratings.moodys.com/documents/PBC_1288235 .
Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the
Moody's legal entity that has issued the rating.
Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each
credit rating.
Rory McLeod
Lead Analyst
REGIONAL_WEST
Moody's Investors Service, Inc.
405 Howard Street
Suite 300
San Francisco 94105
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653

Roger Brown
Additional Contact
REGIONAL_SOUTHWEST
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653
Releasing Office:
Moody's Investors Service, Inc.
250 Greenwich Street
New York, NY 10007
U.S.A
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653

© 2022 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 CREDIT RATINGS AFFILIATES ARE THEIR CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR
DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND
INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE
SUCH CURRENT OPINIONS. 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 APPLICABLE
MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE
TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S CREDIT
RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS,
NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER 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. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS,
OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR
FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL,
OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS
AND OTHER OPINIONS AND PUBLISHES ITS 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, ASSESSMENTS, OTHER OPINIONS, AND 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, ASSESSMENTS, OTHER OPINIONS OR
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.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND 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
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MOODY’S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its 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
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