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Rio Hondo Community College District, CA
Update following assignment of positive outlook

Summary
Rio Hondo CCD (Aa2 positive) benefits from sound financial performance that will remain

stable supported by conservative budgeting practices, an adopted reserve policy, and

expectations for continued budget outperformance in fiscal 2025. Fiscal 2024 ending results

reflect a strong available fund balance of 46.3%. The district’s consistent trend of operating

surpluses will allow flexibility in financing some identified capital projects from cash. While

enrollment remains below pre pandemic levels, officials project that future increases will be

supported by dual enrollment and career education offerings. Combined debt, pension and

OPEB liabilities are somewhat elevated when compared with operations at 4.1x, but more

modest when compared with the tax base at 1.3% of assessed value.

Credit strengths

» A large and growing tax base in eastern Los Angeles County

» Solid financial position with ample liquidity

» Manageable debt and pension liabilities

Credit challenges

» Enrollment that remains below pre pandemic levels

» Below average income levels

Rating outlook
The positive outlook reflects our expectation that the district’s sound financial performance

will continue given conservative budgeting. It also incorporates the expectation for resumed

enrollment growth and manageable leverage.

Factors that could lead to an upgrade

» Resumed enrollment growth in line with projections

» Continued budget outperformance with maintenance of reserves above 30%

» Revenue that remains above the state’s “hold harmless” floor

Factors that could lead to a downgrade

» Erosion of reserves or liquidity to less than 30%

» Growth in the combined debt and pension burdens to above 5x operating revenues

» Enrollment declines that pressure operating results

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1440853
https://www.moodys.com/credit-ratings/Rio-Hondo-Community-College-District-CA-credit-rating-600032784/summary
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Key indicators

Exhibit 1

RioHondoCommunityCollegeDistrictCA 2020 2021 2022 2023 2024

Economy/Tax Base

Total Full Value ($000) $41,542,856 $43,644,803 $45,609,020 $48,929,431 $51,653,193 

Population 385,939 385,939 385,939 385,939 385,939

Full Value Per Capita $107,641 $113,087 $118,177 $126,780 $133,838 

Median Family Income (% of US Median) 97.6% 97.6% 97.6% 97.6% 97.6%

Finances

Operating Revenue ($000) $140,824 $122,390 $155,157 $212,664 $178,741 

Fund Balance ($000) $33,343 $30,800 $50,046 $79,001 $82,743 

Cash Balance ($000) $54,476 $53,315 $85,848 $120,487 $136,836 

Fund Balance as a % of Revenues 23.7% 25.2% 32.3% 37.1% 46.3%

Cash Balance as a % of Revenues 38.7% 43.6% 55.3% 56.7% 76.6%

Debt/Pensions

Net Direct Debt ($000) $180,946 $182,518 $187,424 $254,491 $268,532 

3-Year Average of Moody's ANPL ($000) $246,462 $291,802 $324,703 $307,833 $254,174 

Net Direct Debt / Full Value (%) 0.4% 0.4% 0.4% 0.5% 0.5%

Net Direct Debt / Operating Revenues (x) 1.3x 1.5x 1.2x 1.2x 1.5x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.6% 0.7% 0.7% 0.6% 0.5%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 1.8x 2.4x 2.1x 1.4x 1.4x

Source: Audited financials of Rio Hondo CCD and Moody's Ratings

Profile
Rio Hondo Community College District provides educational services to residents of eastern Los Angeles County (Aa1 stable) including

the cities of Whittier, Pico Rivera, Santa Fe Springs, South El Monte, as well as portions of Norwalk, La Mirada, Downey, La Puente and

Industry, certain unincorporated areas of the County and the portion of the City of El Monte south and east of the Rio Hondo River. In

fiscal 2025, the district serves approximately 12,329 full-time equivalent students.

Detailed credit considerations

Economy and tax base: large and growing tax base in eastern Los Angeles County

The district's tax base and service area will remain credit strengths with residents benefiting from the strength of the southern

California economy and its diverse employment opportunities. Over the past decade, the district's assessed value (AV) has increased

an average of 5.5% annually, with future growth supported by ongoing housing and industrial development and turnover of existing

housing stock. Given the strength of the regional economy and strong demand for relatively affordable housing, we expect that AV will

continue to increase well above the Proposition 13 limit of 2% annually.

Resident income falls below average at 97.6% of the US, although property wealth is more favorable given the district's industrial

component, with an estimated AV per capita of $140,814 that continues to strengthen. County unemployment (5.7% as of December

2024) somewhat exceeds that of the state (5.2%) and nation (3.8%).

Financial operations and reserves: healthy reserve position enhanced by conservative budgeting, adopted policy and

revenue growth

District finances will remain sound, supported by prudent budgeting, anticipated revenue growth, and an adopted policy requiring a

minimum reserve of 20%. Consistent budgetary outperformance and consecutive operating surpluses have produced strong financial

results, with available operating fund balance (general and debt service funds) averaging close to 33% over the past five years. A $13.5

million operating surplus in fiscal 2024 resulted in an ending available operating balance equal to a robust $82.7 million or 46.3%.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the

most updated credit rating action information and rating history.
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District officials now project outperformance of a balanced budget in fiscal 2025, with a total ending general fund balance of close to

$106 million (58% of revenue). The district's strong reserve levels provide flexibility to cash fund identified capital improvements, and

potential draw downs include $10 million to develop student housing and a $23 million heating project. However, even assuming this

allocation, ending general fund balance would remain above 35%. Budgeted figures are also enhanced by settled union agreements

with faculty through fiscal 2026 and classified staff through fiscal 2025, reducing uncertainty around budget outperformance.

Enrollment continues to recover to pre pandemic levels, and officials project that enrollment will gradually increase, supported by

growing dual enrollment with feeder high schools, career development and college preparation (“CDCP”) non-credit FTEs and contract

education. Under the student centered funding formula (SCFF) the district expects to receive $108.7 million, exceeding the state's

hold harmless figure in fiscal 2025 of $96.7 million. Future credit quality will largely hinge on the district's ability to grow revenue and

enrollment.

Liquidity

In line with robust reserves, the district's liquidity is exceptionally strong, with ending cash equal to $136.8 million or 76.6%. This figure

will remain favorable, even with planned spending on capital projects.

Exhibit 2

Reserves and liquidity have improved and will remain solid
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Source: Audited financials of Rio Hondo CCD and Moody's Ratings

Debt and pensions: manageable levels of debt and pensions, low OPEB liabilities

The district's leverage will remain modest, with direct net debt equal to less than 1% of AV and 2.6x operating revenue. Following the

issuance of the 2025 Series A-1, the district will retain approximately $242.2 million in remaining GOULT authorization approved by

voters in November 2024, which officials expect to issuer through 2031.

Debt structure

All of the district's outstanding debt consists of fixed rate obligations. Amortization falls below average with 30.5% of principal repaid

within 10 years, but is generally in line with California CCDs.

Pensions and OPEB

The bulk of California CCDs' pension exposure is associated with the California State Teachers' Retirement System (CalSTRS). The

strength of contributions by participating governments and the state to CalSTRS has improved significantly over the past decade. As of

the retirement system's fiscal 2023 reporting, government contributions amounted to about 26.9% of payroll in aggregate, above our

tread water indicator of 20.7% of payroll.

Based on the CalSTRS system in aggregate, we project that the district's adjusted net pension liability (ANPL) will fall by 20% in fiscal

2025 based on our aggregate estimates, due to rising interest rates and above-target investment returns in 2024.

3          21 March 2025 Rio Hondo Community College District, CA: Update following assignment of positive outlook



Moody's Ratings U.S. Public Finance

ESG considerations

Environmental

Environmental considerations are not a material driver of the district's credit profile. The district is located in Los Angeles County,

which has low exposure to environmental risks such as carbon transition, water management, natural capital, and waste and pollution.

Climate change risks are also generally low, except for projected water stress and wildfires, which are relatively high. Exposure to these

risks is largely offset by strong regional planning and conservation efforts.

Social

Social considerations are factored into the district's credit profile, including its improving property wealth measures. Similar to

many California community college districts, the district experienced enrollment declines during the pandemic. Management has

implemented various enrollment strategies and enrollment continues to rebound, supported by dual enrollment and career workforce

education programs.

Governance

Rio Hondo CCD is governed by a five-member board elected to four-year terms. The district has a formal reserve policy that requires a

minimum reserve of 20% of general fund expenditures.

4          21 March 2025 Rio Hondo Community College District, CA: Update following assignment of positive outlook



Moody's Ratings U.S. Public Finance

© 2025 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT

COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED OR OTHERWISE MADE AVAILABLE

BY MOODY’S (COLLECTIVELY, “MATERIALS”) MAY INCLUDE SUCH CURRENT OPINIONS. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT

MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT.

SEE APPLICABLE MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS

ADDRESSED BY MOODY’S CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET

VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY’S MATERIALS

ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S MATERIALS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK

AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER

OPINIONS AND MATERIALS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER

OPINIONS AND MATERIALS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT

RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.

MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES OR OTHERWISE MAKES AVAILABLE ITS MATERIALS WITH THE

EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER

CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND MATERIALS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND

INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR MATERIALS WHEN MAKING AN INVESTMENT DECISION. IF

IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED

OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT

USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR

WRITTEN CONSENT. FOR CLARITY, NO INFORMATION CONTAINED HEREIN MAY BE USED TO DEVELOP, IMPROVE, TRAIN OR RETRAIN ANY SOFTWARE PROGRAM OR

DATABASE, INCLUDING, BUT NOT LIMITED TO, FOR ANY ARTIFICIAL INTELLIGENCE, MACHINE LEARNING OR NATURAL LANGUAGE PROCESSING SOFTWARE, ALGORITHM,

METHODOLOGY AND/OR MODEL.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED

FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well

as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it

uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,

MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the credit rating process or in preparing its Materials.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any

indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any

such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or

damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a

particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory

losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the

avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,

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.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT

RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities (including

corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any credit rating,

agreed to pay Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it. MCO and all MCO entities that issue ratings under the “Moody’s Ratings” brand

name (“Moody’s Ratings”), also maintain policies and procedures to address the independence of Moody’s Ratings’ credit ratings and credit rating processes. Information regarding

certain affiliations that may exist between directors of MCO and rated entities, and between entities who hold credit ratings from Moody’s Investors Service, Inc. and have also

publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at ir.moodys.com under the heading “Investor Relations — Corporate Governance —

Charter and Governance Documents - Director and Shareholder Affiliation Policy.”

Moody's SF Japan K.K., Moody's Local AR Agente de Calificación de Riesgo S.A., Moody’s Local BR Agência de Classificação de Risco LTDA, Moody’s Local MX S.A. de C.V, I.C.V.,

Moody's Local PE Clasificadora de Riesgo S.A., and Moody's Local PA Calificadora de Riesgo S.A. (collectively, the “Moody’s Non-NRSRO CRAs”) are all indirectly wholly-owned credit

rating agency subsidiaries of MCO. None of the Moody’s Non-NRSRO CRAs is a Nationally Recognized Statistical Rating Organization.

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors

Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended

to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you

represent to MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or

indirectly disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to

the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.

Additional terms for India only: Moody’s credit ratings, Assessments, other opinions and Materials are not intended to be and shall not be relied upon or used by any users located in

India in relation to securities listed or proposed to be listed on Indian stock exchanges.

Additional terms with respect to Second Party Opinions and Net Zero Assessments (as defined in Moody’s Ratings Rating Symbols and Definitions): Please note that neither a Second

Party Opinion (“SPO”) nor a Net Zero Assessment (“NZA”) is a “credit rating”. The issuance of SPOs and NZAs is not a regulated activity in many jurisdictions, including Singapore.

JAPAN: In Japan, development and provision of SPOs and NZAs fall under the category of “Ancillary Businesses”, not “Credit Rating Business”, and are not subject to the regulations

applicable to “Credit Rating Business” under the Financial Instruments and Exchange Act of Japan and its relevant regulation. PRC: Any SPO: (1) does not constitute a PRC Green

Bond Assessment as defined under any relevant PRC laws or regulations; (2) cannot be included in any registration statement, offering circular, prospectus or any other documents

submitted to the PRC regulatory authorities or otherwise used to satisfy any PRC regulatory disclosure requirement; and (3) cannot be used within the PRC for any regulatory

purpose or for any other purpose which is not permitted under relevant PRC laws or regulations. For the purposes of this disclaimer, “PRC” refers to the mainland of the People’s

Republic of China, excluding Hong Kong, Macau and Taiwan.

5          21 March 2025 Rio Hondo Community College District, CA: Update following assignment of positive outlook

https://ir.moodys.com/investor-relations/


Moody's Ratings U.S. Public Finance

REPORT NUMBER 1440853

6          21 March 2025 Rio Hondo Community College District, CA: Update following assignment of positive outlook



Moody's Ratings U.S. Public Finance

CLIENT SERVICES

Americas 1-212-553-1653

Asia Pacific 852-3551-3077

Japan 81-3-5408-4100

EMEA 44-20-7772-5454

7          21 March 2025 Rio Hondo Community College District, CA: Update following assignment of positive outlook


