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Mt. San Antonio Community College
District, CA
New Issue: Moody's Assigns Aa1 to Mt. San Antonio CCD's
(CA) 2017 GO BANs; Outlook is Stable

Summary Rating Rationale
Moody's Investors Service has assigned an Aa1 rating to Mt. San Antonio Community College
District's (CCD) $90 million 2017 General Obligation Bond Anticipation Notes. Concurrently,
we have upgraded the district's GO bond rating to Aa1 from Aa2, affecting $357 million. The
outlook has been changed to stable from positive.

The upgrade reflects the district’s continued moderate growth in assessed value, sustained
healthy financial position and continued practice of funding its pension and OPEB liability
above the minimal required levels. The Aa1 reflects the district's significantly large tax base,
healthy financial position that is expected to remain stable, low direct debt burden and
strong management team. The rating also incorporates the district's manageable OPEB
liability and moderate pension burden.

The Aa1 rating also incorporates that the general obligation bonds are secured by the
district's voter-approved unlimited property tax pledge. The county rather than the
district will levy, collect, and disburse the district's property taxes, including the portion
constitutionally restricted to pay debt service on general obligation bonds.

The Aa1 rating assinged to the BANs reflects the district's fundamental credit strength, and
our expectation that the district is well positioned to permanently finance the notes at
maturity (2022) with GO bonds or Certificates of Participation, if necessary.

Credit Strengths

» Large tax base that is expected to continue to experience moderate growth

» Healthy reserves and liquidity position

» Strong management team

» Operating expenditure flexibility inherent to California Community College Districts
(CCDs)

Credit Challenges

» No significant revenue raising ability inherent to CA CCDs

» Rising pension and OPEB costs

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1061814
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» Limited ability to issue GO bonds; tax rate constraint

Rating Outlook
The stable outlook reflects the district’s large and primarily residential tax base poised for additional moderate growth and healthy
financial position supported by stable reserve levels.

Factors that Could Lead to an Upgrade

» Continued trend of operating surpluses leading to considerable growth in reserves

» Noteworthy increase in assessed value

» Becoming a Basic Aid district

Factors that Could Lead to a Downgrade

» Trend of declining reserves

» Narrowing of liquidity

» Protracted decline in assessed value

Key Indicators

Exhibit 1

Mt. San Antonio Community College District, CA 2012 2013 2014 2015 2016

Economy/Tax Base

Total Full Value ($000)  $   67,610,158  $   68,611,869  $   71,460,285  $    75,358,151  $    79,177,416 

Full Value Per Capita  $           91,318  $          92,603  $           96,519  $         101.784  $        106.942 

Median Family Income (% of US Median) 106% 106%

Finances

Operating Revenue ($000)  $         154,169  $         153,153  $        165,468  $         178,725  $        226,526 

Fund Balance as a % of Revenues 28.3% 29.3% 28.1% 28.4% 25.3%

Cash Balance as a % of Revenues 2.0% 11.3% 19.2% 20.2% 19.1%

Debt/Pensions

Net Direct Debt ($000)  $         222,841  $         212,077  $        367,870  $         359,170  $        398,042 

Net Direct Debt / Operating Revenues (x) 1.4x 1.4x 2.2x 2.0x 1.8x

Net Direct Debt / Full Value (%) 0.3% 0.3% 0.5% 0.5% 0.5%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 1.5x 1.9x 2.2x 2.3x 1.9x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.3% 0.4% 0.5% 0.5% 0.6%

Source: Mt. San Antonio Community College District, Moody's Investors Service

Detailed Rating Considerations

Economy and Tax Base: Large and Diverse Tax Base Poised to Experience Moderate Growth
The district's sizeable assessed value (AV) reached a peak at $83.1 billion in fiscal 2017, this marks the sixth consecutive year of growth.
The district is primarily residential, mature and largely built out yet AV growth in 2017 was a moderate 5.01%. The growth was mostly
a result of a strengthened housing market increasing the volume of housing turnover. The district's median home assessed valuation of
approximately $280,000 across its 16 cities is still well below the median sales price for the area. Looking forward, we expect that the
gradual improvement of property values and the favorable mechanics of Proposition 13 will support steady growth to the district's AV.

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.

2          13 March 2017 Mt. San Antonio Community College District, CA : New Issue: Moody's Assigns Aa1 to Mt. San Antonio CCD's (CA) 2017 GO BANs; Outlook is Stable



MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

There are a couple of notable development currently underway; the Indigo Project and Arrow Canyon Crossing in the City of Diamond
Bar that will also support AV growth in the near-term.

Not surprisingly for a district of its size amid the greater Los Angeles area, there is no significant taxpayer concentration. The top ten
taxpayers represent only 1.83% of the secured assessed valuation with no single taxpayer representing more than 0.33%. The district is
well integrated into the Los Angeles metroplex with easy access to the diverse range of economic opportunity within the region.

The district is not on the teeter plan, which means that its property taxes are subject to delinquency. However, the district is part of the
California Statewide Delinquent Tax Finance Authority, which is a joint powers agency that exists to purchase delinquent property taxes
from its members. Districts with delinquent property taxes are made whole by selling the accounts to the authority. The authority then
pursues collection and keeps the receipts of any fines or charges accrued by the delinquent account.

Financial Operations and Reserves: Healthy Financial Position Expected to Remain Stable
The district has maintained a sound financial position despite state funding pressure over the recent years. We expect that the district
will continue to produce solid operations given the improving funding environment for CCDs and management's prudent budgetary
practices.

Fiscal 2016 marked the district’s third consecutive operating surplus, increasing available general fund balance to $40.9 million or a
healthy 18.1% of general fund revenues. The positive variance is primarily due to the receipt of one-time revenues coupled with tight
expenditure controls. Beyond the general fund, the district's reserve position is broadened by the availability of the bond interest and
redemption fund monies that are restricted in use to support payments on the general obligation bonds. Including these monies, the
district’s available operating reserve rises to a strong 25% of operating fund revenues.

The district has a practice of appropriating fund balance as revenue to balance the budget. The fiscal 2017 adopted budget includes
a $22.2 million draw on fund balance. Similar to previous years, management expects to outperform budget projections, and the
deficit is likely to be $2.4 million and general fund balance is expected to remain strong at $40.7 million or 18.5% of revenues. These
projections seem reasonable given management’s prudent fiscal practices and the large amount of carry-over funds expected to
finance one-time expenditures, such as capital projects, over the next few years. The district's financial policy includes maintaining
general fund balance at a minimum of 10%, yet management is committed to keeping reserves within current levels of eighteen
percent to twenty percent, which furthers strengthens the district’s financial position.

Contrary to national trends, the district has been experiencing enrollment growth since fiscal 2014. Management expects its enrollment
growth to continue through the near-term, which is reasonable given the recent growth trend and strong demand for services that have
gradually been restored given the improving state funding environment.

LIQUIDITY

The district ended fiscal 2016 with an unrestricted cash position of $43.2 million or a healthy 19.1% revenues. Further bolstering the
district’s liquidity position are reserves outside the general totaling $19.8 million (projected balance for fiscal 2017 yearend). Per board
approval, these monies could be used for operations. Similar to its reserve position, we expect that the district’s liquidity position will
also remain healthy.

Debt and Pensions: Debt Burden Expected to Remain Low; Moderate Pension Burden
The district's direct debt burden is low at 0.5% of assessed value and the overall debt burden is higher yet consistent with the national
median at 3.5% of assessed value. Our expectation is that the district's continued AV growth will keep the district's direct debt burden
as a percentage of AV relatively low and in-line with the California direct debt burden median of 0.4% of AV

DEBT STRUCTURE

All of the district's debt is fixed rate and final maturity is in 2043. Debt service is level through maturity, and the district promised
voters a maximum tax rate of $25 per $1,000 AV, which it is currently at, for GO bonds authorized under both Measure R- 2001
Election and Measure RR- 2008 Election.

Post issuance, the district will have $115.6 million in authorized but unissued debt of which $90 million will be used to permanently
finance the current offering at maturity in 2022. Should the district fall short in having sufficient tax rate capacity to issue the GO
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bonds, district management, which has the support from the board, plans to issue a combination of GO bonds and Certificates of
Participation to permanently finance the BANs.

DEBT-RELATED DERIVATIVES

The district has not entered into any derivative agreements.

PENSIONS AND OPEB

Pension-driven budgetary pressures for the district are stable, though pension rate increases expected through fiscal 2021 could prove
to be a budgetary burden. The district's contribution to the state's retirement system is reasonable relative to the district's overall
expenditures.

Moody's adjusted net pension liability (ANPL) for the district, under our methodology for adjusting reported pension data, the three
year average ANPL is $435 million or a moderate 1.92 times of operating revenues. Moody's ANPL reflects certain adjustments we
make to improve comparability of reported pension liabilities. The adjustments are not intended to replace the district's reported
liability information, but to improve comparability with other rated entities.

The district established an irrevocable OPEB trust in 2008, which has a current balance of $70 million. The district contributes $2.5
million annually to the trust and uses the investment earnings to fund the pay-go portion of the liability. The district's unfunded
accrued OPEB liability as of March 1, 2016 is manageable at $35.7 million.

Management has been notably proactive in funding its OPEB liability and has recently decided to manage pension cost increases
with the same strategy. The district established an irrevocable pension trust with an initial contribution of $4 million in fiscal 2016
and appropriated a $4 million contribution in 2017. The recent contributions have been funded by one-time state revenues and
contribution levels moving forward, have yet to be finalized.

Management and Governance
California CCDs 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. California CCDs' major revenue sources are
determined by the state government or, for the most part, can only be raised with voter approval. Ad valorem property tax rates cannot
be increased above 1% except to meet GO bond payments, and assessed valuation growth is also generally limited to 2% annually
unless a property changes ownership. Unpredictable revenue fluctuations tend to be moderate, or between 5-10% annually. Across
the sector, fixed and mandated costs are generally less than 25% of expenditures. However, California has strong public sector unions,
which can limit the ability to cut expenditures. Unpredictable expenditure fluctuations tend to be moderate, between 5-10% annually.

Legal Security
The Bond Anticipation Notes are payable from general obligation bonds from Measure R (expected, authorized funding source) or any
legally available revenues.

The district’s outstanding general obligation bonds are secured by the district's voter-approved unlimited property tax pledge. The
county rather than the district will levy, collect, and disburse the district's property taxes, including the portion constitutionally
restricted to pay debt service on general obligation bonds.

Use of Proceeds
The Notes are being issued to repair, upgrade, acquire, construct and equip certain district sites and facilities.

Obligor Profile
Mt. San Antonio Community College District is the state's largest single-campus community college and is located in Los Angeles
County serving over 60,000 students annually. The district is governed by an eight-member board of trustees and the day-to-day
operations are managed by the board-appointed President &CEO.

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in December 2016. Please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.
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Ratings

Exhibit 2

Mt. San Antonio Comm. Coll Dist., CA
Issue Rating
2017 General Obligation Bond Anticipation Notes Aa1

Rating Type Underlying LT
Sale Amount $90,000,000
Expected Sale Date 03/21/2017
Rating Description Note: Bond Anticipation

Source: Moody's Investors Service
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representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information.
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