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New York, October 09, 2017 -- Issue: General Obligation Bonds, 2016 Election, 2017 Series A; Rating: Aa3;
Rating Type: Underlying LT; Sale Amount: $10,000,000; Expected Sale Date: 10/17/2017; Rating Description:
General Obligation;

Summary Rating Rationale

Moody's Investors Service has assigned an Aa3 rating to the Fallbrook Union High School District, CA's
General Obligation Bonds, 2016 Election, 2017 Series A. The bonds will have an expected par amount of $10
million. We have also affirmed the Aa3 rating on $2.3 million of the district's outstanding general obligation
bonds.

The Aa3 rating is driven by the district's growing assessed value that remains sufficiently sized despite losing a
third of its value due to the creation of the Bonsall Unified School District (Aa3 GO rating). The rating also
reflects the district's resident wealth levels and solid fiscal position inclusive of healthy cash levels. We
anticipate that the fiscal profile will remain appropriate for the rating despite the projection of a moderate deficit
in fiscal 2018. The district's debt and fixed cost burden is also stable and consistent with the rating.

The rating further incorporates the above average strengths of California school districts' general obligation
bonds. Not only are these GOs secured by a voter-approved, unlimited property tax pledge, the proceeds of
which are constitutionally restricted for debt service payment, but the county, rather than the district, will levy,
collect, and disburse the GO tax proceeds.

Rating Outlook

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

Factors that Could Lead to an Upgrade

- Material growth of the assessed valuation and wealth

- Stabilization of enrollment

- Strengthening of fiscal position to include consistently higher balance and liquidity

Factors that Could Lead to a Downgrade

- Significant decline of assessed valuation

- Material narrowing of financial profile including weaker reserves

- Significant increase in total fixed costs as a portion of revenues

Legal Security

The bonds are general obligations of the district payable solely from ad valorem property taxes. The Board of
Supervisors of the County is empowered and obligated to annually levy ad valorem property taxes upon all
property subject to taxation by the district, without limitation as to rate or amount (except certain personal
property which is taxable at limited rates), for the payment of principal and interest on the bonds when due.

Use of Proceeds

Proceeds from the sale will be used to finance repairing and upgrading aging classrooms and school facilities.
This includes deteriorating roofs, plumbing and electrical systems, and improving campus safety/security
among other items. Funds will also be used to upgrade career-training facilities, classrooms, and science labs



supporting instruction in math, engineering, technology, science and skilled trades.

Obligor Profile

The District operates three high school campuses; Fallbrook High School, Ivy Continuation High School, and
Oasis High School (Independent Study). The District encompasses approximately 500 square miles in
unincorporated San Diego County including the communities of Fallbrook, Rainbow, Camp Pendleton and the
Naval Weapons Station Fallbrook.

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.

Regulatory Disclosures

For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt 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 ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Please see www.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 ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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