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Mount Lebanon School District, PA
New Issue - Moody's assigns Aa1 to Mt. Lebanon SD PA's
$59.5M GO Bonds, Series 2017

Summary Rating Rationale
Moody's Investors Service assigns a Aa1 rating to Mount Lebanon School District, PA’s $59.5
million General Obligation Bonds, Series of 2017. Concurrently, Moody's maintains the Aa1
rating affecting $147.9 million in outstanding General Obligation debt.

The Aa1 rating reflects the district's large and affluent tax base in suburban Pittsburgh (A1
stable) and healthy financial position. The rating also incorporates the district's above-
average debt burden.

Credit Strengths

» Large tax base with above-average wealth levels

» Stable finances with healthy reserves

» Proximity to Pittsburgh (A1 stable)

Credit Challenges

» Increasing pension costs

» Above-average debt burden

Rating Outlook
Outlooks are not usually assigned to local government credits with this amount of debt
outstanding.

Factors that Could Lead to an Upgrade

» Structurally balanced operations leading to a material increase in General Fund reserves

» Substantial growth in the district's tax base and socioeconomic indicators

Factors that Could Lead to a Downgrade

» Material deterioration of the tax base and wealth levels

» Structural imbalance leading to declines in reserves and liquidity

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1066485
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Key Indicators

Exhibit 1

Mount Lebanon School District PA 2012 2013 2014 2015 2016

Economy/Tax Base

Total Full Value ($000)  $              2,145,773  $              2,217,733  $              2,220,731  $             2,520,552  $              2,532,317 

Full Value Per Capita  $                  64,998  $                  67,058  $                   67,122  $                  76,334  $                  76,420 

Median Family Income (% of US Median) 168.1% 166.7% 167.9% 168.1% 168.1%

Finances

General Fund Revenue ($000)  $                   77,839  $                   81,205  $                  85,533  $                  88,093  $                  90,399 

Fund Balance as a % of Revenues 11.9% 14.4% 16.2% 12.3% 11.2%

Cash Balance as a % of Revenues 26.2% 31.9% 37.6% 30.0% 28.1%

Debt/Pensions

Net Direct Debt ($000)  $                 131,090  $                 126,775  $                 157,075  $                 152,485  $                 147,935 

Net Direct Debt / Operating Revenues (x) 1.7x 1.6x 1.8x 1.7x 1.6x

Net Direct Debt / Full Value (%) 6.1% 5.7% 7.1% 6.0% 5.8%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.7x 1.0x 1.2x 1.8x 1.9x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 2.7% 3.6% 4.5% 6.3% 6.7%

Source: Moody's Investors Service

Detailed Rating Considerations
Economy and Tax Base: Large and Wealthy Tax Base Experiencing Modest Growth
Located in Allegheny County (A1 positive) 5.9 miles south of the City of Pittsburgh (A1 stable), the district's $2.5 billion residential
tax base will continue to see modest growth in the medium term from the development of its business district and construction of
high-end condominiums in the downtown area. Management reports that the district's close proximity to Pittsburgh has helped boost
housing prices, which increased at an average of approximately 10% in fiscal 2016, making it one of the top appreciating areas within
the state.

Overall, the district's economy is healthy and stable with its top ten taxpayers (retail and residential) making up a modest 4.5% of
assessed value. Furthermore, the district's assessed value has increased at a compound annual rate of 4.8% over the past five years.
Wealth levels are above-average with median family income at 168.1% of the national median. Poverty rates for the district are low at
6% in comparison to the state and US average of 13% and 15%, respectively.

Financial Operations and Reserves: Healthy Financial Position Expected to Remain Stable
The district's financial position will remain healthy over the near term given conservative budgeting. In fiscal 2016, the district posted a
$411,000 surplus, with available General Fund reserves at $10.1 million, or 11.2% of General Fund revenues. The Capital Projects Fund
ended with a $10.7 million in fund balance, of which $1.7 million was restricted and $8.7 million committed to capital projects.

For fiscal 2017, the district is approximately $5.4 million over its budgeted revenues of $93.9 million mainly from an additional $3
million in PLANCON reimbursements and $800,000 in additional tax lien collections. Expenditures are on target at $83.8 million,
which includes a $500,000 in budgetary reserve for OPEB which will likely not be utilized. State aid grew by $3 million, driven by an
increase in PSERS reimbursements. After a $2.6 million transfer to its capital project fund, the district expects a $2 million growth
in General Fund reserves to $13.1 million, or approximately 13.2% of revenues. The Capital Projects Fund is expected to end with
approximately $4.4 million in fund balance.

The preliminary fiscal 2018 budget shows a $750,000 dip in reserves. However, this is due to conservative budgeting practices and
management reports that reserves will likely remain flat or increase.

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.
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LIQUIDITY

The municipality's liquidity position remained strong at $25.4 million, or 28.1% of General Fund revenues, at year-end fiscal 2016. The
district does not issue cash flow notes during the year.

Debt and Pensions: Above Average Debt Burden with Limited Borrowing Plans in the Near Term
Mt. Lebanon's debt burden is above average at 5.8% of full value with a slow amortization rate of 47.8% within the next ten years.
The district has limited future borrowing plans, and projects underway will be financed with reserves from the Capital Project Fund.
Additionally, the savings provided by Series 2017 will provide additional liquidity for projects in the near term. Mount Lebanon's fixed
costs are manageable: including pensions, debt service and other post-employment benefits, total fixed costs come to $17.9 million, or
19.8% of total expenditures.

DEBT STRUCTURE

All of the district's debt is fixed rate.

DEBT-RELATED DERIVATIVES

The district has no derivatives.

PENSIONS AND OPEB

The district participates in the Pennsylvania Public School Employees Retirement System, a multi-employer, defined benefit retirement
plan sponsored by the Commonwealth of Pennsylvania (Aa3 stable). The district's annual required contribution (ARC) for the plan
was $11.2 million in fiscal 2016, or 12.5% of General Fund expenditures. Favorably, the state reimburses 50% of the payment, making
the effective contribution $5.6 million. The district's fiscal 2016 combined adjusted net pension liability, under Moody's methodology
for adjusting reported pension data, is $133.2 million, or a manageable 1.5 times operating revenues. Moody's uses the adjusted net
pension liability 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. We determined the district's share of liability for
the state-run plans in proportion to its contributions to the plans.

The district funds OPEB on a pay-as-you-go basis, and contributed $384,000 (0.4% of expenditures) in fiscal 2016.

Management and Governance: Efficient Budgeting and Management
The district has four labor contracts, of which the secretaries contract is currently in negotiation. The teachers contract will be up for
negotiation in January 2018. Management employs efficient budgeting and financial management as evidenced by the satisfactory
financial position and long-term planning for capital expenditures.

Pennsylvania School Districts 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. Schools major revenue source,
property taxes, are subject to a Act 1 cap, which limits property taxes above an Act 1 index subject to certain exceptions. The Act 1
index is based on inflation. However, the cap still allows for moderate revenue-raising ability. 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, Pennsylvania has public sector unions, which can limit the ability to cut expenditures. Unpredictable expenditure fluctuations
tend to be moderate, between 5-10% annually.

Legal Security
Series 2017 bonds are secured by the district's general obligation tax pledge subject to Act 1 limitations.

Use of Proceeds
The $59.5 million of refunding proceeds will be used to refund the district's Series 2009A General Obligation Bonds. The refunding will
result in net present value savings of $4.4 million, or 7.8% of refunded principal. The district plans on taking approximately $2 million in
savings upfront.

Obligor Profile
The K-12 school district is located 5.9 miles south of Pittsburgh. The district serves 5,450 students.
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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.

Ratings

Exhibit 2

Mount Lebanon School District, PA
Issue Rating
General Obligation Bonds, Series of 2017 Aa1

Rating Type Underlying LT
Sale Amount $59,530,000
Expected Sale Date 04/10/2017
Rating Description General Obligation

Limited Tax
Source: Moody's Investors Service
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