FITCH AFFIRMS RICHLAND COUNTY SCHOOL
DISTRICT NO. 2, SC'S IDR AT 'AA'; OUTLOOK STABLE
Fitch Ratings-New York-03 November 2016: Fitch Ratings has affirmed the following Richland
County School District No. 2, South Carolina (the district) underlying ratings at 'AA':
--Issuer Default Rating (IDR);
--$419.5 million general obligation (GO) bonds.
The Rating Outlook is Stable.
SECURITY
The GO bonds are backed by an irrevocable pledge of the district's full faith and credit and
unlimited taxing authority. The bonds are enhanced by South Carolina's obligation to intercept
state school aid payments to make timely debt service payments on the bonds, in accordance with
Article X of the state's constitution, rated 'AA+' by Fitch. (For more information on the South
Carolina School Credit Enhancement Program see 'Fitch Affirms South Carolina's School District
Credit Enhancement Program at 'AA+'; Outlook Stable', dated July 24, 2014.)
KEY RATING DRIVERS
The 'AA' IDR and GO bond rating reflect the district's limited independent revenue raising
capacity, which is somewhat offset by expectations for continued solid revenue growth and the
gap-closing capacity of ample reserves. The liability burden should remain moderate based on the
rapid amortization of debt and limited expected debt issuance in the medium term.
Economic Resource Base
The district is located in northeastern Richland County, immediately northeast of the capital city of
Columbia. The estimated 2015 population was 132,767, showing slight growth at 1.5% annually
since the 2010 census. The district is the fifth largest in the state.
Revenue Framework: 'a' factor assessment
General fund revenues are increasing at a strong pace, ahead of national economic expansion.
The district's budget requires approval by the county council, which ultimately sets the district's
operating millage rate.
Expenditure Framework: 'aa' factor assessment
Fixed carrying costs are an elevated 29% of spending. Debt service is the majority of this metric
and is high due to the rapid amortization rate of debt. Operating costs are more flexible due to the
labor environment in South Carolina.
Long-Term Liability Burden: 'aa' factor assessment
The districts long-term liability burden is primarily driven by direct debt, which is decreasing due
to rapid amortization. The remaining portion of the burden is from the district's share of the net
pension liability in the state's cost-sharing plan, which is funded at 60%.
Operating Performance: 'aaa' factor assessment
The district consistently maintains reserves in excess of what Fitch considers satisfactory for the
rating category based on the stable revenue sources and limited budget flexibility.

RATING SENSITIVITIES
MAINTENANCE OF FINANCIAL FLEXIBILITY: The rating is sensitive to material changes
in the district's level of financial flexibility and resilience, which Fitch expects to remain solid
throughout the economic cycle.
CREDIT PROFILE
Given its proximity to the state capital, the district's primary employer is state government,
followed by local government. Long-term workforce stability is additionally provided by the
district's proximity to Fort Jackson, the U.S. Army's largest training installation, and the main
campus of the University of South Carolina.
The county is also a regional health center with four primary acute care hospitals which offer a
broad range of medical services and include an advanced cardiac care facility and a Veteran's
Administration facility.
Economic indicators for the county compare positively to those of the state and the poverty level
is low. Per capita income levels are above the state's and near % the nation's. Population growth in
the greater Columbia, SC metropolitan statistical area was a modest 1.1% annually from the 2010
census to the 2015 census estimates.
Revenue Framework
Funding for public schools in South Carolina is provided by a combination of state (approximately
50%), local (approximately one-third), and federal resources. Under the mandates of the Education
Finance Act of 1977 (EFA) the state department of education first determines the per-pupil cost for
all school districts. The amount of local support a district is required to provide is then determined
by formula that compares a district's fiscal capacity to other school districts in the state, based on
the full market value of all taxable property of the district.
Approximately 60% of the district's general fund revenues come from the state, and property taxes
are the second largest revenue source at 35%. General fund revenues increased rapidly over the
previous decade well ahead of national GDP growth. Enrollment increases produced significant
additional state per-pupil funding and local revenues benefited from strong growth in the tax
base. Policy action to increase the ad valorem tax rate accounted for a minority of this growth.
Expectations for future enrollment growth at 2% to 3% are lower than historically strong growth.
This enrollment growth and solid track record of consistent state per-pupil funding increases add to
the enrollment-related funding prospects.
The district does not have fiscal autonomy and is reliant on the county council to set the district's
operating millage rate. According to South Carolina's Act 388 annual increases in the millage rate
are limited to CPI plus the rate of population growth in the district.
Expenditure Framework
90% of general fund spending is made up of wages and benefits that support instruction.
As with most local governments, the natural pace of spending growth will likely be near to slightly
ahead of revenue growth as a result of moderate increases in the cost of personnel and increasing
enrollment in the district.
Fixed carrying costs are estimated at an elevated 29% of the district's governmental spending net
of refunding costs. These costs include debt service, pension actuarially required contributions
and estimated other post-employment benefit (OPEB) payments. Debt service alone accounts for
19% of spending in fiscal 2015, not including a refunding issued that year. The amortization rate
of debt is rapid at 75% retired in 10 years. The labor environment in the state benefits the district

as there are no restrictions on layoffs or furloughs, class size, or student-to-teacher ratios. The state
mandates a minimum teacher salary, but the district pays well above the required minimum.
Long-Term Liability Burden
The district's long-term liability burden is moderate at about 16% of personal income and made up
of a mix of debt and net pension liability. The district's capital plans are also moderate at about $10
million in expected debt issuance per year or about 2% of the district's debt, which will change as
school building needs are assessed in the districts 10-year facility study. Strong enrollment growth
in recent years has somewhat abated and the district expects no need for a new school for at least
five years. With the rapid amortization rate of debt, about $35 million is retired annually, which
will drive down the liability burden in the medium-term.
The district participates in the South Carolina Retirement System (SCRS), which is a cost-sharing
multi-employer defined benefit plan operated by the state. The district's portion of plan assets
is 60% of the liability and closer to 57% when using Fitch's 7% investment return assumption.
The remaining net pension liability is about 6% of personal income. Increases in requirements for
employer contributions are likely in the future as the state plans attempt to improve funding levels.
Operating Performance
Fitch expects the district to maintain a healthy fund balance at least at the reserve safety margin
level needed for a 'aaa' financial resilience assessment considering the limited budgetary flexibility
with regards to revenue raising ability and carrying costs. A history of revenue stability that
included property tax rate increases with approval from the county has allowed the district to
match revenues to expenditures. Expenditure flexibility has enabled the district to produced surplus
results for at least the last seven years despite fluctuating state aid levels and budgetary pressure
from rapid enrollment growth.
The district has postponed filling some positions after budget cuts during the downturn, which
Fitch believes adds flexibility to the current budget. The district reports staying current on capital
spending to keep up with district growth and there are no significant needs outstanding. The district
transferred $1.9 million from the general fund to the capital fund in fiscal 2015, which was 0.8% of
the budget.
Fiscal 2016 unaudited results estimate a $2 million addition to fund balance after transfers. The
fiscal 2017 budget is balance and calls for an $8.5 million increase for wages and $2 million for
pension, totaling about 4% of the overall 6% increase in the budget.
Contact:
Primary Analyst
Parker Montgomery
Analyst
+1-212-908-0356
Fitch Ratings, Inc.
33 Whitehall Street
New York, NY 10004
Secondary Analyst
Evette Caze
Director
+1-212-908-0376
Committee Chairperson
Amy Laskey

Managing Director
+1-212-908-0568

Media Relations: Elizabeth Fogerty, New York, Tel: +1 (212) 908 0526, Email:
elizabeth.fogerty@fitchratings.com.
Additional information is available at 'www.fitchratings.com'.
In addition to the sources of information identified in Fitch's applicable criteria specified below,
this action was informed by information from Lumesis and InvestorTools.
Applicable Criteria
U.S. Tax-Supported Rating Criteria (pub. 18 Apr 2016)
https://www.fitchratings.com/site/re/879478
ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS
AND DISCLAIMERS BY FOLLOWING THIS LINK: HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN
ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB
SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE
AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE,
AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS
SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES.
DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE
FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.
Copyright © 2016 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212)
908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved. In issuing
and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and
underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it
in accordance with its ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources
are available for a given security or in a given jurisdiction. The manner of Fitch’s factual investigation and the scope of the third-party verification it
obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security
is offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of the issuer and
its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports,
engineering reports, legal opinions and other reports provided by third parties, the availability of independent and competent third- party verification
sources with respect to the particular security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch’s ratings and
reports should understand that neither an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies
on in connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the
information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the
work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings
and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that by
their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or
conditions that were not anticipated at the time a rating or forecast was issued or affirmed.
The information in this report is provided “as is” without any representation or warranty of any kind, and Fitch does not represent or warrant that the
report or any of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a
security. This opinion and reports made by Fitch are based on established criteria and methodologies that Fitch is continuously evaluating and updating.
Therefore, ratings and reports are the collective work product of Fitch and no individual, or group of individuals, is solely responsible for a rating or
a report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not engaged
in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus
nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities.
Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort.
Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any
security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security. Fitch receives fees from issuers,
insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable
currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a
particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency
equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in
connection with any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United
Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may
be available to electronic subscribers up to three days earlier than to print subscribers.
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no.
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May 10, 2016
Dr. Hany Miley
Richland County School District 2, SC
6831 Brookfield Road

Columbia,

SC

29206

Dear Dr. Miley:

We wish to inform you that on May 4, 2016, Moody's lnvestors Service reviewed and assigned an underlying
rating of Aa2 to Richla;d County $chool District 2, SC, General Obligation_Bonds,-series 2016; and an enhanced
ratin! of Ãilto Richtand County School District 2, SC, GeneralObligation Bonds, Series 2016,
Moody's lnvestors Service, lnc, and its affiliates ("Moody's") are Moody's.current opinions
Credit ratings issued by'credit
iist< of entities, credit commitments, or debt or debt-like securities and are not
of the relaiive future
statements of current or historical fact. Moody's credit ratings address credit risk only and do not address any
other risk, including but not limited to: liquidity risk, market value risk, or price volatility'
This letter uses capitalized terms and rating symbols that are defined or referenced either in Maody's Dgfjnitions
published on
and Symbols G¿¡iåle or M/S Code of prò:fess¡onat Çonduct as of the date of this letter, both

wunv.moodys.corn. The Credit Ratings will be publicly disseminated by Moody's through normal print and
electronic media as well as in responsã to verbal'requeàts to Moody's Rating Desk, Moody's related research
and analyses will also be published on www,moodys.com and may be further distributed as otherwise agreed in
writing with us.
Moody,s Credit Ratings or any corresponding outlook, if assigned, will be subiect to revision, suspension or
withdiawal, or may biplaced on review, by Mõody's at any time, without notice, in the sole discretion of Moody's'
For the most current Credit Rating, please visit www'moodys.com.
Moody's has not consented and will not consent to being named as an expert under applicable securities laws,
such'as section 7 of the Securities Act of 1933, Thó assignment of a rating does not create a fiduciary
relationship between Moody's and you or between Moody's and other recipients of a Credit Rating. Moody's
Credit Raiings are not ancj do not'provide investment advice or recommendations to purchase, sell or hold
particular seóurities. Moody's issues Credit Ratings with the expectation and understanding that each investor
will make its own evaluation of each security that is under consideration for purchase, sale or holding'
Moody's adopts all necessary meâsures so that the information it uses in assigning a Credit Rating is of sufficient
quality and from sources Móody's considers to be reliable including, when appropriate, independent third'party

sourcbs, However, Moody's is not an auditor and cannot in every instance independently validate or verify
information received in the rating process. Moody's expects and is relyíng upon you possessing all legal rights
and required consents to discloêe the information to Moody's, and that such information is not subject to any
restrictiòns that would prevent use by Moody's for its ratings process. ln assigning the Credit Ratings, Moody's
has relied upon the truth, accuracy, ând completeness of the information supplied by you or on your behalf to
Moody's. MooOy's expects that iou will, and is relying upon you to, on an ongoing basis, prompily¡rovide

Moody's with all information necessary in order for Moody's to accurately and timely monitor the Credit Ratings,
including current financial and statistical information.
Under no circumstances shall Moody's have any liability (whether in contract, tort or otherwise) to any perso-n or
entity for any loss, injury or damage or cost caused by, resulting from, or relating to, in whole or in part, directly or
indirec¡y, añy action"oierror (ne{tigent or otherwiseion the pårt of, or other circumstance or contingency within

or outside the control of, tUòod!'ð or any of its or its affiliates' directors, officers, employeeg or*agents in
connection with the credit Ratingé. eLL INFORMATION, INCLUDING THE CREDIT RAT¡NG, ANY FËEDBACK

OR OTHER COMMUNICATION RELAT]NG THERETO IS PROVIDED "AS IS" WITHOUT REPRESENTATION
OR WARRANTY OF ANY KIND. MOODY'S MAKES NO REPRE$ENTATION OR WARRANTY, EXPRESS OR

Dr. Harry MileY
Richland County School District 2, SC
6831 Brookfield Road
Columbia, SC 29206

May 10,2016

oR FlrNEss FOR
lMpLtED, AS TO THE ACCURACY, T|MEL|NËSS, COMPLËTENESS, MERCHANTABILITY
ANY PARTICULAR PURPOSE OF ANY SUCH INFORMATION.
and only disclosed either
Any non-public information discussed with or revealed to you must be kept confidential
in their capacity
(i) to your legat counsel acting in their capacity as suchi (iij to your other authorized agents acting
in
form provided
the
Moody's
as such with a need to know that have entere'd into non-àisclosure agreements with
affiliates,
your
employees,
cause
to
ny UooOy,s and (iii) as ráquired by applicable law or regulation, You agree
ai¡ents añd advisors to keep non-public information confidential,
of
lf there is a conflict between the terms of this rating letter and any related Moody's rating application, the terms
the executed rating application will govern and supercede this rating letter'
Should you have any questions regarding the above, please do not hesitate to contact me or the analyst assigned
to this transaction, Evan Hess at 212'553-3910,

si

Lipitz

VP-$r Credit Offi

ager

cc: Ms, Laura Foster
First Union National Bank
1301 Gervais Street, 17rh Floor
Columbia, SC 2921'1

S&P Gtobat

Ratings
lll4lay

55 Water Street, 38th Floor
New York, NY 10041.0003
tel 212.438-2000
reference no.: 143ô109

9,2016

School District No. 2 of Richland County
6831 Brookfield Road

Columbia, 5C 29206
Attention: Dr. Harry Miley, Chief Financial Officer
Re: U,S$/I,352,466.67 Rìchland County School Dístríct #2, South Carolìna, General Oblígatíon
Bonds, Seríes 2016, dated: Døte of delívery, due: September 01, 2021
Dear Dr. Miley:
Pursuant to your request for a S&P Global Ratings rating on the above-referenced obligations,
S&P GlobaiRatingi has assigned a rating of "44". S&P Global Ratings views the outlook for this
rating as stable. A copy of the rationale supporting the rating is enclosed.

This letter constitutes S&P Global Ratings' permission for you to disseminate the above-assigned
ratings to interested parties in accordance with applicable laws and regulations. However,
permission for such dissemination (other than to professional advisors bound by appropriate
confidentiality arrangements) will become effective only after we have released the rating on
standardandpôo.r.rotn. Any dissemination on any Website by you or your agents shall include the
full analysis for the rating, including any updates, where applicable.
To maintain the rating, S&P Global Ratings must receive all relevant financial and other
information, including notice of material changes to financial and other information provided to us
and in relevant documents, as soon as such information is available. Relevant financial and other
information includes, but is not limited to, information about direct bank loans and debt and debtlike instruments issued to, or entered into with, financial institutions, insurance companies and/or
other entities, whether or not disclosure of such information would be required under S.E.C. Rule
l5c2-12. You understand that S&P Global Ratings relies on you and your agents and advisors for
the accuracy, timeliness and completeness of the information submifted in connection with the
rating and the continued flow of material information as part of the surveillance process. Please
sendãll information via electronic delivery to: pubfîn-statelocalgovt@standardandpoors.com. If
SEC rule 17g-5 is applicable, you may post such information on the appropriate website. For any
information not available in electronic format or posted on the applicable website,
Please send hard copies to:

S&P Global Ratings
Public Finance Department
55 Water Street

PF Ratings

U.S, (4/28/16)

Page

l2
New York, NY 10041-0003

The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter
applicable to the rating. In the absence of such Engagement Letter and Terms and Conditions, the
rating is subject to the attached Terms and Conditions. The applicable Terms and Conditions are
incorporated herein by reference.

S&P Global Ratings is pleased to have the opportunity to provide its rating opinion. For more
information please visit our website at www.standardandpoors.com. If you have any questions,
please contact us. Thank you for choosing S&P Global Ratings.

Sincerely yours,
S&P Global Ratings
a business

unit of Standard & Poor's Financial Services LLC

dm
enclosures

cc:

PF

Ms. Laura A. Foster, Paralegal
McNair Law Firm, P.A.

Ratings u.s. (4/28/16)

S&P Gtobat
Ratings

55 Water Street, 38th Floor
New York, NY 10041.0003
tel 212.438.2000
reference no.: 1436109

May 9,2016
School DistrictNo.2 of Richland County
6831 Brookfield Road
Columbia, SC 29206

Attention: Dr. Harry Miley, Chief Financial Officer
Re: U,S.f'Il, 352,466.67 Rìchland County School Dístríct #2, South Carolínø, General Oblígation
Bonds, Seríes 2016, dated: Date of delívery, due: September 01, 2021
Dear Dr. Miley:
Pursuant to your request for a S&P Global Ratings underlying rating (Underlying Rating for Credit
Program) on the above-referenced obligations, S&P Global Ratings has assigned a rating of "44".
S&P Global Ratings views the outlook for this rating as stable. A copy of the rationale supporting
the rating is enclosed.

This letter constitutes S&P Global Ratings' permission for you to disseminate the above-assigned
ratings to interested parties in accordance with applicable laws and regulations. However,
permission for such dissemination (other than to professional advisors bound by appropriate
confidentiality anangements) will become effective only after we have released the rating on
standardandpoors.com. Any dissemination on any Website by you or your agents shall include the
full analysis for the rating, including any updates, where applicable.
To maintain the rating, S&P Global Ratings must receive all relevant financial and other
information, including notice of material changes to financial and other information provided to us
and in relevant documents, as soon as such information is available. Relevant financial and other
information includes, but is not limited to, information about direct bank loans and debt and debtlike instruments issued to, or entered into with, financial institutions, insurance companies and/or
other entities, whether or not disclosure of such information would be required under S.E.C. Rule
l5c2-12. You understand that S&P Global Ratings relies on you and your agents and advisors for
the accuracy, timeliness and completeness of the information submitted in connection with the
rating and the continued flow of material information as part of the surveillance process. Please
send all information via electronic delivery to: pubfrn-statelocalgovt@standardandpoors.com.

If

SEC rule l7g-5 is applicable, you may post such information on the appropriate website. For any
information not available in electronic format or posted on the applicable website,

PF Ratings

U.S. 14/28/16)
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Please send hard copies to:

S&P Global Ratings
Public Finance DePartment
55 Water Street
New York, NY 10041-0003
The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter
applicablã to the rating. In the absence of such Engagement Letter and Terms and Conditions, the
.åtìng is subject to thJattached Terms and Conditions. The applicable Terms and Conditions are
incorporated herein by reference.

S&P Global Ratings is pleased to have the opportunity to provide its rating opinion. For more
information please visiiour website at www.standardandpoors.com. If you have any questions,
please contact us. Thank you for choosing S&P Global Ratings.

Sincerely yours,

S&P Global Ratings
a business

unit of Standard & Poor's Financial Services LLC

dm
enclosures
cc: Ms. Laura A. Foster, Paralegal
McNair Law Firm, P.A.

PF Ratings

U.S. (4/28/L6)

