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Minooka Community High School District,
IL
New Issue: Moody’s Assigns Aa2 to Minooka CHSD 111, IL’s
$13.3M GO Ref. Bonds Ser. 2016A-B; removes negative
outlook

Summary Rating Rationale

Moody's Investors Service has assigned a Aa2 rating to Minooka Community High School
District 111, IL’s $4 million General Obligation Refunding School Bonds, Series 2016A and
$9.3 million General Obligation Refunding School Bonds, Series 2016B. Concurrently,
Moody’s has affirmed the Aa2 rating on the district’s previously issued general obligation
unlimited tax (GOULT) debt. Post-sale, the district will have $70 million of GOULT debt
outstanding. Moody’s has removed the negative outlook previously assigned to the rating.

The Aa2 rating reflects the district's economic ties to the wide Chicago-Joliet-Naperville
metropolitan area, which is driving rapid growth in its fairly affluent residential population.
The rating also incorporates a weak tax base trend and limited flexibility to raise revenue,
which are balanced against a very healthy financial position. The rating further considers the
district’s above average debt and exposure to unfunded pension liabilities predominantly
funded by the state.

Credit Strengths

» Growing and fairly affluent residential base

» Ample financial reserves

Credit Challenges

» Recent tax base depreciation

» Limited revenue raising flexibility as the district is currently levying at its statutory caps
across most operating funds

» Exposure to state shift of pension funding

Rating Outlook
The removal of the negative outlook reflects the expectation that maintenance of a healthy
financial position will be aided by recent tax base stabilization and management’s efforts to
control costs.
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Factors that Could Lead to an Upgrade

» Substantial economic growth indicated by tax base expansion and rising income levels

» Moderation of district exposure to state fiscal pressure given that teacher retirement benefits are predominantly funded by the
state

Factors that Could Lead to a Downgrade

» A weakened economic profile indicated by renewed tax base depreciation or falling income indices

» Material narrowing of financial reserves

» Growth in the district’s debt burden or pension burden

Key Indicators

Exhibit 1

Source: Audited Financial Statements; Moody's Investor's Service

Detailed Rating Considerations

Economy and Tax Base: Concentrated Tax Base Signaling Recovery
Continued resident growth helped keep recent valuation declines moderate relative to other regional governments and may aid
ongoing tax base recovery. Minooka High School District 111 lies approximately 60 miles southwest of Chicago, IL (Ba1 negative) and
serves portions of the cities of Minooka and Joliet (Aa2) as well as the villages of Channahon (Aa2) and Shorewood. The district's tax
base expanded rapidly during the mid-2000s, supported by steady in-migration. From 2009 to 2013, valuation fell at an average
annual rate of 4.1%. Valuations grew 1% in 2014 and the county assessor projects growth of 4.7% for the current tax year. The district's
population grew 106% between 2000 and 2010.

District residents benefit from easy access to a diverse array of high paying jobs throughout the Chicago Metropolitan Area and this
supports the area's above average incomes. The district’s tax base itself is quite concentrated, with the top ten taxpayers comprising
24% of valuation. The top taxpayer, Equistar Chemicals (8.0% of total assessed valuation), filed for bankruptcy in 2009. Officials report
that Equistar's operations have since rebounded and the company is planning to invest up to $50 million in infrastructure locally over
the next 10 years. Risk associated with concentration in industrial and petrochemical companies is partially mitigated by the region’s
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status as a hub for oil refineries and complimentary industries. The district's median family income is estimated at 147% of the national
figure. The unemployment rate in Grundy County was 5.7% as of November 2015, which is slightly below the state (5.8%) and above
national (4.8%) rates for the same time period.

Financial Operations and Reserves: Financial Position is Strong and Will be Aided by Tax Base Growth
The district's financial position is strong and renewed tax base growth will aid stability of operations. The district closed fiscal 2015
with an Operating Fund balance (General, Transportation, IMRF, Debt Service, and Working Cash Funds) of $33.1 million, or a healthy
80.4% of operating revenues. The Working Cash Fund balance of $11.9 million was replenished in 2015 through the issuance of $11.9
million in new working cash bonds. The bonds are expected to be paid off quickly in the next four years. For 2016 the district has
budgeted a $3 million to $4 million draw down across operating funds. Going forward, in fiscal 2017 officials expect to generate $2
million in new revenue from the estimated 4.7% valuation growth in 2015, and expect to draw down less than prior years, between $1
million to $2 million.

LIQUIDITY

The district's net operating cash at the close of fiscal 2015 was $30.6 million, or a strong 74.3% of operating revenues. This is up from
$19.8 million and 60% of revenue in fiscal 2014 due to the sale of working cash bonds. Similarly to fund balance, the district’s cash
reserves are expected to fall moderately in the coming years before tax base growth generates sufficient revenue to full cover the
district’s budget gap. Should tax base growth fall below projections, the district would retain the option to issue additional working
cash bonds as it pays off the outstanding bonds.

Debt and Pensions: Debt Burden is Manageable; Pension Burden is Modest but State Could Shift Some Burden to Districts
At 2.2% of full valuation and 1.7 times fiscal 2015 operating revenue, the district’s debt burden is manageable. There are no plans to
issue additional debt in the coming years. Inclusive of overlapping entities, the district's overall debt burden is an above average 5.5%
of full valuation. Principal amortization is sound with 80.3% of principal on all outstanding debt paid off within the next 10 years.

DEBT STRUCTURE

All of the district’s debt is fixed rate.

DEBT-RELATED DERIVATIVES

The district is not a party to any derivative agreements.

PENSIONS AND OPEB

Currently, the district has a relatively modest employee pension burden given the state is primarily responsible for funding teacher
pensions. District teachers participate in the Teachers Retirement System (TRS) of Illinois, a multi-employer defined benefit pension
plan, and non-teaching district employees participate in the Illinois Municipal Retirement Fund (IMRF), an agent multi-employer plan.
As of June 30, 2015, TRS had a low reported funded ratio of 42%, while as of December 31, 2014 IMRF had a better funded ratio of
87%. The state is primarily responsible for funding TRS through payments made on behalf of school districts. State support for TRS
expenses and relatively modest IMRF unfunded liabilities, results in a low three year average Moody's adjusted net pension liability
(ANPL) for the district of $10.3 million, equivalent to 0.2 times operating revenues or 0.3% of full value. Moody's has allocated the
unfunded pension liability of TRS to the district based on its share of annual contributions and made additional adjustments to improve
the comparability of reported pension liabilities based Moody's methodology for analyzing pension liabilities.

The Illinois (Baa1 negative) General Assembly has in the past considered changes to the contribution structure that would shift a
larger share of TRS contributions to districts and/or district employees. Whether the Illinois General Assembly will again consider
shifting additional pension costs to local school districts is currently unknown. Past proposals have included a phased-in shift of pension
funding responsibility to the districts from the state equivalent to up to 1% of payroll each year for several years to cover the system's
normal costs.

Management and Governance: Moderate Institutional Framework; Strong Financial Planning Practices
Illinois school districts have an institutional framework score of 'A' or moderate. Revenues are comprised of local property taxes and
state aid, with the mix of the two revenue streams varying by each district. While the state constitution creates a foundational level
for education funding, the state has reduced its annual allocation for state aid funding in recent years though funding was increased
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moderately in the state’s 2015 budget. Local property taxes are largely predictable due to margin available for operating property tax
rates, though school districts at their rate caps have experienced declining revenues as property values decline.

Property taxes comprise over 70% of the district’s operating fund revenues. Although the district is not subject to PTELL, which would
limit annual levy rate increases, it is subject to statutory caps on its operating levies. The district is at its tax rate maximums in its major
operating funds and therefore its property tax receipts are exposed to fluctuations in the tax base. However, the district does maintain
some flexibility to increase its working cash Levy. Outside of on-behalf pension payments, state aid makes up a moderate 11% of
operating fund revenue.

The district’s planning practices are robust, including a three year financial projection for all operating funds. The district also has a debt
and fund balance policy, striving to maintain a 50% fund balance or greater, but not less than 40% as a percent of expenditures for the
operating funds. The development and maintenance of the strong reserve and liquidity position, demonstrates the effectiveness of the
practices in place.

Legal Security
The Series 2016A and 2016B bonds are secured by the district's general obligation unlimited tax pledge in which the full faith, credit
and resources of the school district are pledged, and will be payable from ad valorem taxes, which may be levied without limitation as
to rate or amount.

Use of Proceeds
Proceeds of the Series 2016A and 2016B Bonds will be used to refund the district’s General Obligation Bonds, Series 2006A for
expected interest cost savings.

Obligor Profile
Minooka Community High School District #111 operates two school buildings and is located 60 miles southwest of downtown
Chicago, with an enrollment of 2,662 students in 2016.

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in January 2014. Please see
the Ratings Methodologies page on www.moodys.com for a copy of this methodology

Ratings

Exhibit 2

GRUNDY, KENDALL & WILL COUNTIES HIGH SCHOOL DISTRICT 111 (MINOOKA), IL
Issue Rating
General Obligation Refunding School Bonds,
Series 2016B

Aa2

Rating Type Underlying LT
Sale Amount $9,280,000
Expected Sale Date 02/15/2016
Rating Description General Obligation

General Obligation Refunding School Bonds,
Series 2016A

Aa2

Rating Type Underlying LT
Sale Amount $4,010,000
Expected Sale Date 02/15/2016
Rating Description General Obligation

Source: Moody's Investors Service
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