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Sonterra Municipal Utility District, TX
Update to credit analysis

Summary

Sonterra Municipal Utility District, TX's (A2) credit profile reflects strong reserves, favorable
resident income and a large tax base supported by its location in the Austin metropolitan
statistical area. These strengths are balanced against elevated leverage and limited near-term
assessed valuation growth.

Credit strengths
» Strong available fund balance and liquidity ratios
» Solid resident income

» Advantageous location in the Austin MSA

Credit challenges
» Elevated long-term labilities relative to fund balance and full value

» Recent declines in assessed value

Rating outlook
We do not assign outlooks to local government issuers with this amount of debt outstanding.

Factors that could lead to an upgrade
» Moderation of long-term liabilities to full value ratio below 4%

» Improvement in available fund balance to liabilities ratio above 35%

Factors that could lead to a downgrade
» Increase in long-term liabilities to full value ratio above 12%

» Reduction in available fund balance ratio below 20%

Key indicators

Exhibit 1
Sonterra Municipal Utility District, TX
2022 2023 2024 2025
Economy
Resident income ratio (%) 114.0% 1181% 119.2% N/A

Full value ($000)
Financial Performance

$709,768 $1,033,549 $1187,511 $1,259,814

Revenue ($000) $21,640 $18,727 §22,724 $20,665
Capital-focused Issuers -- Available Fund
Balance $13,645 $19,570 $23,346 $32,467
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Net unrestricted cash ($000) $23,285 $25,134 $29,411 $38,350
Capital-focused Issuers -- Available Fund

Balance Ratio 631% 104.5% 102.7% 1571%
Liquidity ratio (%) 107.6% 134.2% 129.4% 185.6%
Available fund Balance to Liabilities Ratio 14.0% 19.4% 23.9% 32.0%
Leverage

Debt ($000) $95,893  $100,084 $97,004 $100,043
Adjusted net pension liabilities ($000) $0 $0 $0 $0
Adjusted net OPEB liabilities ($000) $0 $0 $0 $0
Other long-term liabilities ($000) $1,263 $907 $575 $1,370
Long-term Liabilities Ratio 449.0% 539.3% 429.4% 490.7%
Long-term Liabilities to Full Value Ratio

(annual, used in key indicators) 13.7% 9.8% 8.2% 8.0%

For definitions of the metrics in the table above please refer to the US Special Purpose Districts Methodology or see the Glossary in the Appendix below. Metrics represented as N/A
indicate the data were not available at the time of publication. The medians come from our most recently published US Special Purpose Districts Median Report.

The real GDP annual growth metric cited above is for the Austin-Round Rock-San Marcos, TX.

Sources: US Census Bureau, Sonterra Municipal Utility District, TX’s financial statements and Moody'’s Ratings, US Bureau of Economic Analysis

Profile

Sonterra Municipal Utility District encompasses approximately 1,300 acres in Williamson County, within the City of Jarrell’s
extraterritorial jurisdiction, about 40 miles north of Austin. The district has an estimated population of 15,397 and provides water,
wastewater collection, and storm drainage services. The district's water system is supplied by groundwater from various wells, with
supplemental surface water supplied by the Lone Star Regional Water Authority (LSRWA). The City of Jarrell provides wastewater
treatment.

Detailed credit considerations

The district's economic profile will continue to benefit from solid resident income levels and a large tax base, supported by its favorable
location north of Austin. Resident income is healthy at 119%, using Jarrell Independent School District as a proxy. The district’s assessed
valuation (AV) has declined in recent years due to increased protests, falling to $1.2 billion in fiscal 2027. As of September 2026, the
largely developed district had 4,399 occupied homes, 40 completed but unoccupied homes, 29 homes under construction and 467
vacant developed lots. The district also includes a 280-unit apartment complex, an elementary school and about 80 acres developed
or planned for commercial use along Interstate 35. About 144 acres remain developable, while 58 acres are undevelopable. The district
provides retail water and wastewater collection services and relies on the City of Jarrell for wholesale wastewater treatment.

The district’s financial performance will remain a key credit strength. The fiscal 2026 (July 31 year-end) available fund balance and
liquidity ratios are projected to remain strong at 155% and 180%, respectively, exceeding the A2 medians, supported by a projected
$2.9 million operating surplus. The adopted fiscal 2027 budget includes an approximately $3.2 million general fund draw for capital
outlay. Nevertheless, reserves will remain strong because of surpluses accumulated in prior years.

Post issuance, the district's available fund balance to liabilities ratio will improve slightly to 36%, remaining in line with the A2 median.
Long-term liabilities will remain elevated, but stable, at 8% of fiscal 2027 assessed value. Leverage will remain elevated over the next
two years, reflecting potential additional debt issuance and limited near-term AV growth.

ESG considerations

Environmental

Environmental risks do not present a material immediate challenge to the district. The district's central Texas location puts it at high
risk for water stress and medium risk for heat stress and hurricanes. The district's location north of Austin, which has access to multiple
water supply sources, mitigates the water stress risk significantly.

Social
Social considerations do not present material risks to the district's credit profile. Median family income is average at 119% of the US.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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Governance
The District is governed by the Board, consisting of five directors, which has control over and management supervision of all affairs of

the District. Directors are elected to four-year terms and elections are held in May in even numbered years only. The district is subject
to strong oversight by the Texas Commission of Environmental Quality.
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The US Special Purpose Districts methodology includes a scorecard that summarizes the rating factors generally most important to
municipal utility district credit profiles. Because the scorecard is a summary and may not include every consideration in the credit
analysis for a specific issuer, a scorecard-indicated outcome may or may not map closely to the actual rating assigned.

The two notch distinction between the scorecard-indicated outcome and the assigned rating reflects the district’s growth prospects,
evidenced by demand for commercial and residential development, as well as its history of strong financial performance and resulting
robust reserves. Continued growth will benefit the district’s long-term liabilities to full value ratio and provide substantial capacity to
support future debt issuance, while robust reserves provide financial flexibility to accommodate capital needs and additional leverage

without materially weakening the district's financial position.

Exhibit 2
Sonterra Municipal Utility District, TX

Measure Weight Score
Economy
Resident income ratio 119.2% 30.0% Aa
Financial Performance
Capital-focused Issuers -- Available Fund Balance Ratio 1571% 5.0% Aaa
Available fund Balance to Liabilities Ratio 32.0% 20.0% Baa
Liquidity ratio 185.6% 5.0% Aaa
Leverage
Long-term Liabilities to Full Value Ratio 81% 40.0% Ba
Notching factors
No notchings applied
Scorecard-Indicated Outcome Baal

A2

Assigned Rating

The Economic Growth metric cited above compares the five-year CAGR of real GDP for Austin-Round Rock-San Marcos, TX Metropolitan Statistical Area to the five-year CAGR of real GDP

for the US.

Sources: US Census Bureau, Sonterra Municipal Utility District, TX's financial statements and Moody's Ratings
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