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New Issue

Summary Rating Rationale
Moody's Investors Service has assigned a MIG 1 to Oakland County, MI's $25 million General
Obligation Limited Tax Notes, Series 2017 (Taxable Obligations). Moody's maintains a Aaa
rating on the county's outstanding long-term general obligation limited tax (GOLT) bonds.
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The MIG 1 reflects the credit characteristics incorporated in the county's Aaa long-term
GOLT rating, high predictability and strong record of timely collection of delinquent property
taxes pledged to note repayment, very strong liquidity across county funds, and a history of
solid financial operations and fiscal management.

Credit Strengths
»

Strong underlying credit quality that incorporates a healthy economic and fiscal profile
solid fiscal management and moderate leverage

»

Collection of pledged revenue is highly predictable and county has historically collected
sufficient funds to retire notes well in advance of maturity

»

Very healthy liquidity within the county's delinquent tax revolving fund

Credit Challenges
»

Statutory limitations on tax base and tax levy growth

»

Tax rate cap limits cause revenue loss during periods of taxable value declines

Rating Outlook
Not applicable.

Factors that Could Lead to an Upgrade
Not applicable.

Factors that Could Lead to a Downgrade
»

The short-term note rating could be downgraded if the county's general credit quality or
liquidity were to significantly weaken

»

A downgrade of the county's long-term rating could follow renewed economic pressure
indicated by growing unemployment, depressed socioeconomic indices, or tax base
depreciation
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»

A downgrade of the county's long-term rating could also follow significant declines in available financial reserves or material
growth in the debt and pension burden

Key Indicators
Exhibit 1
Oakland (County of) MI

2012

2013

Total Full Value ($000)

$ 101,678,000

$ 102,858,000

Full Value Per Capita

$

2014

2015

2016

Economy/Tax Base

Median Family Income (% of US Median)

$ 110,168,000 $ 121,612,208 $ 130,169,702

84,233 $

84,768 $

90,243 $

98,912 $

104,781

130.3%

130.1%

130.9%

132.1%

132.1%

Finances
Operating Revenue ($000)

$

372,204

$

378,024 $

358,121 $

384,736

$

391,572

Fund Balance as a % of Revenues

112.2%

113.7%

120.6%

116.5%

116.7%

Cash Balance as a % of Revenues

86.9%

91.8%

104.2%

105.7%

103.3%
514,039

Debt/Pensions
Net Direct Debt ($000)

$

Net Direct Debt / Operating Revenues (x)
Net Direct Debt / Full Value (%)

568,471 $

490,572 $

470,527 $

497,019 $

1.5x

1.3x

1.3x

1.3x

1.3x

0.6%

0.5%

0.4%

0.4%

0.4%

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

0.4x

0.7x

0.8x

0.7x

0.7x

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

0.2%

0.2%

0.3%

0.2%

0.2%

The chart presents data as of the noted fiscal year.
Sources: County audited financial statements, US Census Bureau and Moody's Investors Service.

Detailed Rating Considerations
Long Term Credit Quality: Aaa Rating Incorporates Sound Economic and Fiscal Profile with Moderate Leverage
Oakland County's Aaa GOLT rating incorporates its large and fairly affluent tax base, very healthy financial position, moderate debt and
pension burdens, and low fixed costs. The county's economic trajectory remains strong, illustrated by steady expansion of the labor
market and tax base growth. After dropping a cumulative 34% from 2007 through 2012, the county's full valuation tax base grew at
an average annual rate of 6.3% over the past five years to its currently estimated $138 billion. Median family income in the county is
estimated at 132% of the national median and full value per capita is a strong $111,000.
The county closed fiscal 2016 with an 11th consecutive general fund operating surplus net of a planned transfer of previouslyrestricted funds to the debt service fund. Inclusive of the general fund, debt service fund and the unrestricted net assets of the county's
delinquent tax revolving fund (DTRF), which we include as available reserves, the available fund balance in fiscal 2016 was $456.8
million, or 116.7% of operating revenue. Combined debt and adjusted net pension liabilities (Moody's ANPL) are modest at 2.0 times
fiscal 2016 operating revenue. The county annually adopts a three-year operating budget within a rolling five-year financial forecast.
For additional information on Oakland County's long-term credit quality, please refer to our credit opinion published on May 12, 2017.
Cash Flow: Collection of Pledge Revenue Expected Well in Advance of Maturity and Liquidity Expected to Remain Strong
The county will have likely have collected sufficient cash from delinquent taxes for note repayment within a few months. The Series
2017 notes will finance a portion of the county's purchase of 2016 delinquent property taxes from its underlying local units of
government. Delinquent taxes turned over to the county for tax year 2016 approximated $66.5 million. The notes will finance 38%
of the purchase and the county will finance the remainder with cash on hand. The county will repay the notes from collections of
delinquent taxes plus interest and fees. The county has issued a similar amount of notes annually for the past five years and, over
that period, has collected more than $50 million by February of the year following the issuance of notes. In every year over this same
period, the county cumulatively collected at least $25 million in taxes, fees and interest within four months. The notes mature in one
year, on June 1, 2018.
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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LIQUIDITY

We expect the county's liquidity will remain very healthy given positive revenue trends and strong fiscal management practices.
Oakland County closed fiscal 2016 with a cash balance of $155 million in its delinquent tax revolving fund, or 6.0 times the amount of
notes being issued. Repayment of the notes is also a general obligation limited tax pledge of the county and the county's general fund
held an additional $241.4 million of cash at the close of fiscal 2016. Total operating fund cash and investments were $404.4 million, or
103.3% of revenue, which also includes small cash balances across debt retirement funds.
Debt Position and Legal Covenants: Moderate Debt and Pension Burdens
The county's net direct debt burden is equivalent to a low 0.4% of full valuation and a moderate 1.3 times fiscal 2016 operating
revenue. The net debt burden does not include the current $25 million issuance nor approximately $204 million of outstanding GOLT
bonds that the county issued on behalf of underlying local governments and drainage districts. Delinquent taxes combined with
fees and interest have historically been more than sufficient to cover repayment of annual short-term GOLT notes and underlying
entities routinely fulfill their contractual obligations to the county for repayment of their associated county-issued debt. Debt service
consumed 3% of the county's fiscal 2016 operating revenue.
DEBT STRUCTURE

The Series 2017 notes mature in full June 1, 2018. The county may offer both fixed price and floating rate options at the time of pricing.
DEBT-RELATED DERIVATIVES

The county is not party to any derivative agreements associated with the current notes or any outstanding debt.
PENSIONS AND OPEB

County employees are members of the Oakland County Public Employees' Retirement System. On an actuarial basis, the plan reported
no unfunded liability in 2015 and, therefore, the county made no contribution to the plan in fiscal 2016. On a GASB basis, the plan
reported a modest $5.4 million net pension liability in 2016. The Moody's adjusted net pension liability (ANPL), our measure of a local
government's pension burden that incorporates adjustments we make to reported pension data, is $274.1 million. This is a relatively
modest 0.7 times fiscal 2016 operating revenue and a very low 0.2% of full valuation. Should the county's pension burden, both on
a reported and Moody's-adjusted basis grow in the coming years due to, among other things, adverse investment performance, we
expect the costs necessary to address any funding shortfalls will be moderate and well within the county's current capacity to absorb.
The county's OPEB liability was overfunded by $220.5 million as of September 30, 2016. In 2007, the county issued certificates of
participation (COPs) to fully fund its accrued OPEB liability. The county refinanced the COPs with GOLT bonds in 2013.
Management: Moderate Institutional Framework Follows From Constraints on Revenue Growth
Michigan counties 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. Property taxes are the major revenue source for
most counties. Property tax revenue is capped, limiting a county's revenue-raising ability. Unpredictable revenue fluctuations tend to be
moderate. Michigan has public sector unions, which can limit the ability to cut expenditures.
Notwithstanding the moderate score assigned for institutional framework, Oakland County demonstrates very strong management
characteristics. Despite the onset and lingering effects of the 2007-09 recession and the corresponding loss of operating revenue, the
county posted annual operating surpluses and continued to strengthen its financial position. The county annually adopts a three-year
operating budget within a rolling five-year financial forecast. The county's formal general fund balance policy requires maintenance of
no less than 20% of expenditures in reserves. We anticipate continuation of these prudent practices will support stability of the high
credit rating, as will a low fixed cost burden that enhances the county's capacity to absorb any unanticipated cost growth.

Legal Security
The primary security of the notes consists of 2016 real property taxes uncollected within the county as of March 1, 2017, as well as
interest and fees charged by the county to delinquent taxpayers. The notes are further secured by the county's GOLT pledge and
payable from all available operating revenue subject to constitutional and statutory tax limitations.

Use of Proceeds
The county will utilize note proceeds to purchase a portion of 2016 delinquent property taxes of its underlying local governments.
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Obligor Profile
Oakland County is located in southeast Michigan just north of the City of Detroit. As of the 2010 US Census, the county had a
population of 1.2 million. Current US Census Bureau estimates peg the population at 1.24 million.

Methodology
The principal methodology used in this rating was Short-Term Cash Flow Notes published in April 2013. Please see the Rating
Methodologies page on www.moodys.com for a copy of this methodology.

Ratings
Exhibit 2

Oakland (County of) MI
Issue

Rating

General Obligation Limited Tax Notes, Series
2017 Taxable Obligations
Rating Type
Sale Amount
Expected Sale Date
Rating Description

MIG 1
Underlying ST
$25,000,000
06/19/2017
Note: Tax and/or Revenue
Anticipation

Source: Moody's Investors Service
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