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NEW YORK, May 06, 2014 --Moody's Investors Service affirmed the Aa2 rating on San Ramon Valley Fire
Protection District's (CA) series 2006 certificates of participation (COPs). The COPs are secured by lease
payments which are not subject to abatement. Moody's has also affirmed the Aa1 general obligation equivalent
Issuer Rating.
RATING RATIONALE
The Issuer Rating affirmation primarily reflects the district's demonstrated ability to balance its financial operations
and pay down its unfunded liabilities despite increasing fixed costs. Management and unions agreed to strict costs
cuts and increased employee contributions which will allow the district to do so. The Aa1 Issuer rating is bolstered
by the fire district's tax base which is large, affluent and growing.
The affirmation of the COP rating primarily reflects the district's ample reserves and liquidity that are estimated to
increase in the near term. The one notch rating distinction between the Aa2 rating on the district's lease-backed
obligations and its Aa1 issuer rating represents the weaker security pledge for lease-backed obligations and
reflects the additional risk to bondholders from the district's financial, operational, and economic conditions over
the more secure general obligation pledge. A "lease pledge" is a contractual obligation, conditioned on use and/or
occupancy of the leased asset, effectively on parity with other unsecured obligations. The district's issuer rating
reflects what its secured general obligation rating would be if the district issued such debt.
STRENGTHS
-Large and growing affluent property tax base
-Ample reserves and liquidity
-Management and unions are committed to balancing financial operations amid large fixed cost increases
-Non-abatable lease payments that are relatively unique in California
CHALLENGES
-Large fixed costs including pension contributions that will spike in fiscal 2015
-Large unfunded OPEB liability
-Unbalanced financial operations leading to reserve draws in earlier years
DETAILED CREDIT DISCUSSION
CHALLENGING FIXED COST BURDEN WILL STRESS FINANCIAL OPERATIONS IN NEAR-TERM
The fire district has a very large fixed cost burden that is expected to increase in fiscal 2015 due to large pension
contribution rate increases. The district is a participant in the Contra Costa County Employees' Retirement
Association (CCCERA). In order to offset market losses during the recession and to reflect the impact of a recent
decrease in discount rate from 7.75% to 7.25%, employer contribution rates will increase in fiscal 2015. Pension

contribution rates will increase by 27% totalling 95% of payroll for most of its employees. Pensions alone represent
29% of total expenses as of fiscal 2015. Total fixed costs, which include pensions, salaries, OPEB pay-go and
debt service will increase in fiscal 2015 to a massive 90% of total expenditures. This high fixed cost debt burden
significantly limits the district's budgetary flexibility if revenues decline.
The district's growing unfunded OPEB liability also contributes largely to the increased fixed costs. In fiscal 2013
the district's unfunded OPEB liability was a sizable $74 million and its ARC was $7.4 million, over 4 times the size
of debt service. The district has historically funded OPEB benefits on a pay-as-you-go basis. However, the district
will begin pre-funding OPEB benefits within 5 year by paying over its ARC.
Moody's adjusted net pension liability (ANPL) for the district, under our methodology for adjusting reported pension
data, is $278,283, or an above-average 5.32 times operating revenues. Moody's ANPL reflects certain
adjustments we make 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.
STRICT COST CUTS AND UNION NEGOTITAIONS WILL LEAD TO SURPLUSES AND INCREASED
RESERVES
To balance financial operations amid increased pension contributions, district management and unions have
agreed to hold off on raises, cut positions through attrition and contribute 8% towards health care premiums and
contributed upwards of 12% towards pensions. These concessions will save the district approximately $2.1 million
in fiscal 2014 and grow to $4.6 million by fiscal 2016. The labor contracts expire in June 2018. These cost cuts
along with large increases (about 5-6% per year) in property tax revenues will allow the district to have surpluses
in fiscal 2014 and fiscal 2015. Despite the increased pension costs, the district estimates that fiscal 2014 will end
with a $4.2 million surplus that will increase General Fund reserves to a robust 74% of revenues. The district
estimates that it will end fiscal 2015 with a $1.5 million surplus after it begins to pay down its OPEB liability. In
addition to paying off its OPEB liability, the district also plans on funding a rainy day fund to manage fixed costs in
the event that property tax revenues decline.
STRONG LOCAL ECONOMY AND AFFLUENT TAX BASE ARE GROWING
The District serves approximately 170,000 residents of Danville (Issuer Rating Aa1), San Ramon, and various
surrounding, affluent communities located in the economically diverse and expanding portion of southwestern
Contra Costa County. District residents benefit from employment opportunities throughout the San Francisco Bay
Area and in the District itself. Housing demand within the District has been strong, causing the tax base to
appreciate rapidly. In fiscal 2014 the District's Assessed Value (AV) grew 5.4%, bringing the total AV to a large
$35.7 billion. The County estimates that fiscal 2015 will have a similar increase bringing AV to approximately $37.5
billion. AV will likely continue to increase due to the disparity between average AV and current market prices.
Currently the tax base also has over $3.5 billion worth of potential AV increases limited by Prop 8 restrictions. The
resulting estimated AV per capita is more than $206,000, which is notably higher than the median of $133,608 for
rated fire districts in California. Wealth levels are correspondingly high. As of the 2010 census, the average
median family and per capita incomes of the cities of San Ramon and Danville were 222.9% and 203.9% of the US
respectively. Moody's believes that the socioeconomic profiles for the surrounding communities are likely even
stronger.
MINIMAL DEBT BURDEN
The district's debt burden is a very minimal $15.4 million which is less than 0.1% of AV. The district has two COPs
and a lease purchase agreement. In total, the peak debt service payment will be a very manageable at 3.5% of
annual General Fund revenues. The Series 2006 COPs are the only Moody's rated bonds and have non abatable
lease payments and cash funded reserve worth $600,000. The one notch distinction between the COPs rating and
the Issuer Rating reflects, in part, the non abatable lease payments, ample reserves and essentially of the leased
assets (four fire houses). Amortization of principal is rather slow at 53.3% in 10 years but allows for minimal debt
service payments.
What could move the rating - UP
-Significantly decrease fixed costs while maintaining current reserve levels
What could move the rating - DOWN
-Any additional increase in fixed costs beyond fiscal 2016

-Return to past trend of unbalanced financial operations and reserve declines
-Large and prolonged decline in assessed value
KEY STATISTICS
Full value (2014): $35.7 billion
Full value per capita: $206,139
Median family income (Danville and San Ramon average) (as % of the U.S.): 200% of the U.S.
Fund balance as % of revenues: 62.8%
5-year dollar change in fund balance as % of revenues: -3.4%
Cash balance as % of revenues: 68.5%
5-year dollar change in cash balance as % of revenues: -3.1%
Institutional framework: A
5-year average of operating revenues / operating expenditures: 0.99x
Net direct debt / full value: 0.04%
Net direct debt / operating revenues: 0.29x
3-year average of Moody's adjusted net pension liability / full value: 0.73%
3-year average of Moody's adjusted net pension liability / operating revenues: 4.73x
The principal methodology used in the issuer rating was US Local Government General Obligation Debt published
in January 2014. The principal methodology used in the lease-backed rating was The Fundamentals of Credit
Analysis for Lease-Backed Municipal Obligations published in December 2011. Please see the Credit Policy 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 rating action on the support provider and in relation to each particular 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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