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Rationale
The 'AA' rating on North Orange County Community College District, Calif.'s
series 2003B GO bonds reflects the district's:

Full participation in the deep and diverse Los Angeles MSA economy,
High income levels,

Low unemployment rates,

Debt levels that will remain manageable despite the large capital plan
being undertaken, and

e Strong financial performance, aided by the ability to cut expenditures
as needed.

These strengths are somewhat offset by the district's reliance on the state
funding formulas that determine much of its funding.

The bonds are general obligations of the district and will be used to fund a
variety of capital projects districtwide.

North Orange County Community College District provides community
college services (13th and 14th grades) to 67,000 full and part-time students
within a 155 square mile service area in northern Orange County. The district
is about 27 miles from downtown Los Angeles. The area is generally
characterized by above-average income levels and low and stable
unemployment figures. The Walt Disney Co. is the leading taxpayer,
accounting for 4% of the district's tax base, but otherwise the district is not
concentrated, as the 10 leading taxpayers combined represent just 7% of the
district's $65.5 billion base. Assessed value trends have been strong since
the mid-1990s, following the economic softness that resulted from the
region's aerospace and defense industry shakeout that contributed to flat or
declining assessment rolls.

Financial management is strong, as the district has maintained high reserve
levels, while managing costs within its state-funded apportionments. The
district's funding consists mainly of local property taxes and state
apportionments, with state categorical aid and student fees providing
additional revenue. The district's fiscal 2002 audit indicates an increase in
general fund revenue to $150 million, representing 7% annual growth over
the past three years. In fiscal 2003, however, the district absorbed roughly
$5.6 million in mid-year reductions in state-funding levels. As a result, a total
of roughly 90 positions were moved, many of which had been budgeted for
but not filled, and other supply and materials reductions were made at the



