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$23.7 million of debt outstanding affected

New York, February 12, 2018 -- Moody's Investors Service has assigned a B3 underlying rating and A2
enhanced rating to East Allegheny School District, PA's $5.055 million General Obligation (Limited Tax)
Bonds, Series A and Federally Taxable Series B of 2018. Approximately $24 million of bond debt outstanding
has been downgraded to B3 from the current B2. Moody's has also assigned a B3 issuer-level rating to the
school district, which we use as a reference point for the limited tax rating.

An enhanced rating of A2 has been assigned to the Series A and B of 2018. We have also affirmed the
enhanced rating of A3 for the Series 2014 and Series 2015 bonds.

RATINGS RATIONALE

The B3 underlying rating reflects the district's severely constrained financial position, insufficient cash receipts
to support normal operations for several months of each fiscal year, limited revenue raising capability, and
below average wealth and economic indicators for the district's tax base.

The A2 and A3 enhanced ratings reflect our current assessment of the Pennsylvania School District Intercept
Program, which provides that state aid will be allocated to bondholders in the event that the school district
cannot meet its scheduled debt service payments. The A2 rating for the Series 2018 bonds reflects that East
Allegheny has engaged a paying agent, and there is specific language in the bond documents that will trigger
the state aid intercept prior to default. The A3 rating for the Series 2014 and 2015 bonds reflects that those
series do not have a paying agent or any specific language in the bond documents ensuring a timely trigger of
the intercept.

As of audited 2016 financial statements, East Allegheny's state aid revenue provides more than sum sufficient
debt service coverage.

RATING OUTLOOK

The negative underlying rating outlook reflects our expectation of further financial pressure for the district,
particularly given a general unwillingness to raise the real estate tax levy to levels necessary to achieve
positive cash flow, as well as increased debt service requirements during the district's weak cash months after
2023.

The A2 and A3 enhanced ratings carry an outlook of stable, which mirrors the outlook for the Commonwealth
of Pennsylvania (Aa3 stable).

FACTORS THAT COULD LEAD TO AN UPGRADE (Stable Outlook)

- Significant revenue increase, such that cash flow is positive in all months of the year

- Sustained structural balance that moderates the current fund balance deficit

FACTORS THAT COULD LEAD TO A DOWNGRADE

- Failure to provide for timely principal or interest payments on any debt obligation

- Litigation settlement with adverse effect on the district's financial position

LEGAL SECURITY

The Series A and B of 2018 bonds are general obligations (limited tax) of the school district, and carry the



district's full faith and credit pledge. The bonds are further enhanced by the Pennsylvania School Intercept
Program.

The intercept program is not a general obligation guarantee of the Commonwealth, and in fact, there have
been times when the state has not distributed any aid to school districts, as was the case during the 2016 state
budget impasse. However, with implementation of Act 85 in 2016, the state has ensured that intercept
payments, for the benefit of bond debt service, will be made even in the absence of an appropriation budget.

USE OF PROCEEDS

The Series A of 2018 bonds will currently refund a portion of the district's Series of 2014 bonds, a portion of
the 2013 General Obligation Note, and a portion of the Series of 2006 bonds. Proceeds from the Series B of
2018 bonds will advance refund a portion of the district's Series of 2000 General Obligation Notes.

The refunding will not result in a net present value savings, but will generate debt service savings in the near
term.

PROFILE

The district is a small, suburban school district serving approximately 1,600 students in the Boroughs of East
McKeesport, Wall, and Wilmerding and North Versailles Township in Allegheny County, Pennsylvania.

METHODOLOGY

The principal methodology used in the underlying rating was US Local Government General Obligation Debt
published in December 2016. The principal methodology used in the enhanced rating was State Aid Intercept
Programs and Financings published in December 2017. Please see the Rating Methodologies page on
www.moodys.com for a copy of these methodologies.

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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