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City of Oakland, CA
Update to Credit Analysis

Summary
The City of Oakland (Aa2, stable) benefits from a large and diverse tax base that is poised
for continued moderate growth from ongoing commercial and residential development.
The city further benefits from the greater Bay Area economy and the spillover from the
San Francisco and San Jose tech sectors. The city's strong financial position is supported by
healthy reserve and cash levels that we expect to remain stable. Similar to many California
local governments, the city has long term fiscal challenges, including rising pension and
health care costs. However, we expect management to successfully address these issues
over time given the city's prudent fiscal practices, commitment to containing costs and the
availability of property tax override revenues that are solely available for pension costs.

The city’s credit fundamentals incorporate the strength of the voter-approved, unlimited
property tax pledge securing the GO bonds.

Exhibit 1

Strong Revenue Growth Supports City’s Healthy Financial Position
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Source: Moody's Investors Service
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Credit strengths

» Very large and diverse tax base poised for continued moderate growth

» Stable and diverse economy

» Healthy financial position that we expect to remain stable

» Strong management team

Credit challenges

» Long term budgetary challenges including pension and health care costs

» Above average fixed costs

Rating outlook
The outlook on the city's long-term ratings is stable. The outlook recognizes the city's large and diverse tax base, and the city's strong
financial position, which should remain stable given the financial policies implemented by city management.

Factors that could lead to an upgrade

» Maintaining reserves and liquidity within current levels

» Significant reduction in the city’s pension and OPEB obligations

» Improvement in socioeconomic indicators

Factors that could lead to a downgrade

» Erosion of the city’s fiscal health

» Inability to manage retirement costs

» Prolonged economic decline

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Key indicators

Exhibit 2

Oakland (City of) CA 2013 2014 2015 2016 2017

Economy/Tax Base

Total Full Value ($000) $42,838,031 $45,042,337 $47,676,125 $51,286,225 $55,120,060 

Population              397,011            402,339            408,073            412,040             423,191 

Full Value Per Capita $107,901 $111,951 $116,832 $124,469 $130,249 

Median Family Income (% of US Median) 92.1% 92.4% 92.7% 95.1% 95.1%

Finances

Operating Revenue ($000) $690,820 $716,631 $783,716 $861,058 $925,712 

Fund Balance ($000) $145,705 $159,656 $191,341 $230,283 $269,277 

Cash Balance ($000) $350,339 $335,998 $359,216 $449,312 $588,526 

Fund Balance as a % of Revenues 21.1% 22.3% 24.4% 26.7% 29.1%

Cash Balance as a % of Revenues 50.7% 46.9% 45.8% 52.2% 63.6%

Debt/Pensions

Net Direct Debt ($000) $589,377 $533,603 $427,930 $407,199 $401,768 

3-Year Average of Moody's ANPL ($000) N/A $2,685,797 $2,682,637 $2,766,461 $3,233,747 

Net Direct Debt / Operating Revenues (x) 0.9x 0.7x 0.5x 0.5x 0.4x

Net Direct Debt / Full Value (%) 1.4% 1.2% 0.9% 0.8% 0.7%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) N/A 3.7x 3.4x 3.2x 3.5x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) N/A 6.0% 5.6% 5.4% 5.9%

Source: Moody's Investors Service and the City of Oakland, CA

Profile
The City of Oakland is located in the County of Alameda (Aaa, stable) on the eastern shore of the San Francisco Bay, approximately
seven miles from downtown San Francisco via the San Francisco-Oakland Bay Bridge. It has a diverse economic base and some of the
major industries include retail trade, transportation and logistics, hi-tech, science research, and health care. The city's population is
423,191.

Detailed credit considerations

Economy and Tax Base: large and growing tax base; sustained economic improvement expected
The city’s significantly large and stable tax base will continue to experience moderate growth given ongoing residential and commercial
development coupled with the mechanics of Prop 13. The city’s assessed value (AV) increased to $59.1 billion in fiscal 2018, which is a
strong 7.2% increase from the previous year and the city currently projects between 6.0% and 7.0% AV growth in 2019. Average annual
AV growth has been 6.7% over the past five years, which is significantly higher than the Aa2 national median (1.0%) and above the
state median (4.4%) as well. The 10 largest taxpayers comprise a low 3.5% of total fiscal 2018 AV.

We expect the city's economy to continue to expand over the next few years and benefit from the spillover growth from San Francisco
and San Jose’s tech sector, which will remain the centerpiece of the city's expansion. The proximity to the world’s tech capital supports
long term strength in the economy and tax base. Job and income growth will surpass national averages over the next few years, yet the
area still enjoys significant affordability advantages over San Francisco and San Jose, where affordable labor is very scarce.

The city’s unemployment rate continues to trend downward and fell to 3.7% as of December 2017, which is below with the state
(4.2%) and nation (3.9%) for the same period. The city has an economically diverse residential population resulting in a median family
income of 95.1% of the US average.

Financial Operations and Reserves: healthy financial position though long term budgetary challenges remain
We expect that the city's financial position will remain stable given the city's strong reserve and cash levels and management's prudent
fiscal practices. Over the past five years, operating revenues have grown an average of 5.5% per year, which outpaced operating
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expenditure growth at an average of 3.4%. City tax revenue continues to experience solid annual growth, especially property taxes, and
management has contained operating costs. In fiscal 2017, available operating fund balance reached $269.3 million or a strong 29.1%
of operating revenues. Based on year to date figures, the city will generate its third consecutive operating surplus, and reserves will
remain in-line with the previous year.

The city began with a $32.5 million budget gap for its 2017-2019 biennial budget, but through various cost saving measures and
revenue enhancements such as revised fees, the city was able to balance the adopted budget. Long term budgetary challenges remain,
including managing overall expenditure growth and addressing pension and health care cost increases. We expect that the city will
maintain its strong financial position given management’s commitment to strategic, long-term financial planning that is supported by
prudent fiscal policies.

LIQUIDITY
Similar to its reserve position, the city’s liquidity will remain very strong. Operating net cash and investments reached $588.2 million
in fiscal 2017, or an exceptionally healthy 63.6% of revenues. Based on projected fiscal 2018 results, the city's liquidity position will
remain in-line with prior year’s level.

Debt and Pensions: debt burden will remain low; pension and OPEB unfunded liabilities are above-average
The city's direct debt burden is low at 1.3% of AV, and its overall debt burden is significantly higher at 4.7% of AV yet just modestly
above the national median at 3.6%. We expect that AV will continue to grow at a moderate rate and keep debt as a percentage of AV
stable in the medium term.

DEBT STRUCTURE
The city has only fixed-rate debt obligations outstanding.

DEBT-RELATED DERIVATIVES
The city has one stand-alone swap. The rating termination triggers for the swap are a function of the city's and the swap provider's
(Goldman Sachs Mitsui Marine Derivative Products) ratings, with the city's option to terminate if the counterparty's rating falls below
A3 and the counterparty's option to terminate if the city's rating falls below Baa3. The termination risk for the city is low and the most
recent mark to market valuation is negative $2.1 million (April 12, 2018), which the city could easily afford given its strong unrestricted
cash position. Under the swap, the city pays the counterparty a fixed payment of 5.6775% and receives a variable payment computed
at 65% of LIBOR rate (total rate not to exceed 12%). The city's payments to the counterparty are insured.

PENSIONS AND OPEB
The city provides defined benefit pensions to both safety and miscellaneous employees through the California Public Employees'
Retirement System (PERS). The combined, annual pension costs for fiscal 2018 are $127.0 million or 13.7% of operating revenues. The
city also maintains a closed Police and Fire Retirement System (PFRS) plan. The city issued its Pension Obligation Bonds to prepay PFRS
contributions in July 2012 and reduced the unfunded liability by $210.0 million.

Pension-driven budgetary pressures for the City of Oakland will be a long term fiscal challenge. Positively, Oakland is one of the few
cities in California that is authorized to levy a “property tax override” to fund pension obligations. The revenues generated by this
0.1575% of AV levy are currently used to pay the debt service on the city's outstanding pension obligation bonds which mature in
2026. The city projects that starting in 2024, these revenues will fully fund the actuarial recommended contribution (ARC) for the city's
PFRS pension liability, providing some budgetary relief to the city's operating funds. The fiscal 2018 ARC for PFRS is 26.1% of the city's
total ARC for all pension plans.

The city's pension contribution is below our “tread water” indicator. The “tread water” indicator measures the annual government
contribution required to prevent the reported net pension liability from growing, under reported assumptions. Contributions above
this level cover all net pension liability interest plus pay down some principal; this is stronger from a credit perspective compared to
contributions below this level.

Moody's three-year average adjusted net pension liability (ANPL) for the city, under our methodology for adjusting reported pension
data, is $3.2 billion, or a moderate 3.5 times (x) operating revenues. The city's three-year average ANPL is below the state median
(3.8x) but more than double the national median at 1.6x.
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Oakland has a large unfunded OPEB liability of $860.0 million, an exceptionally high 238.3% of covered payroll, as of the July 1,
2015 actuarial valuation date. The city historically funds its OPEB on a pay-as-you-go basis and recently budgeted a $10.0 million
contribution in fiscal 2018 and in fiscal 2019. Management has a goal of continuing funding at this level, which would result in fully
funding its annual required contribution in three to four years. As of March 3, 2018, the city had deposited a total of $15.7 million into
its OPEB Trust.

Fixed costs for the city, which include pension contributions, OPEB contribution, and total debt service are above-average at 25.3% of
operating revenues when compared to the median for CA cities at 19.5% of revenues.

Management and Governance
California cities have an Institutional Framework score of A, which is moderate compared to the nation. Institutional Framework scores
measure a sector's legal ability to increase revenues and decrease expenditures. California cities' major revenue sources can only be
raised with voter approval, or, in the case of ad valorem property taxes, cannot be raised except to meet GO bond payments. Ad
valorem property tax rates cannot be increased above 1% except to meet GO bond payments, and assessed valuation growth is also
generally limited to 2% annually unless a property changes ownership. Unpredictable revenue fluctuations tend to be moderate, or
between 5-10% annually. Across the sector, fixed and mandated costs are generally less than 25% of expenditures. However, California
has strong public sector unions, which can limit the ability to cut expenditures. Unpredictable expenditure fluctuations tend to be
moderate, between 5-10% annually.

5          19 April 2018 City of Oakland, CA: Update to Credit Analysis



MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

© 2018 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 INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. 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. CREDIT RATINGS
DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S
OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE
MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT RATINGS AND MOODY’S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT
PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS 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 AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS 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.

CREDIT RATINGS AND MOODY’S PUBLICATIONS 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 rating process or in preparing the Moody’s publications.

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 SUCH
RATING OR 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 rating,
agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”

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. It would be reckless
and inappropriate for retail investors to use MOODY’S credit ratings or publications when making an investment decision. If in doubt you should contact your financial or other
professional adviser.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally
Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for appraisal and rating services rendered by it fees
ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

REPORT NUMBER 1121243

6          19 April 2018 City of Oakland, CA: Update to Credit Analysis

http://www.moodys.com


MOODY'S INVESTORS SERVICE 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          19 April 2018 City of Oakland, CA: Update to Credit Analysis


