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NEW YORK, January 29, 2015 --Moody's Investors Service has assigned a Aaa to Lake Oswego, Oregon's
approximately $9.4 million General Obligation Bonds, Series 2015A. Moody's has affirmed the Aaa rating on $11.1
million of parity, unlimited tax GO bonds, as well as the Aa1 rating on $175 million of limited tax GO bonds. The
outlook is stable.

SUMMARY RATING RATIONALE

The Aaa and Aa1 ratings reflect the strong nature of the respective security pledges and the general credit
characteristics of the city including a very affluent residential base, a relatively stable tax base with improving
economic and housing market conditions, well-managed financial operations, and a manageable debt profile with
an elevated Moody's-adjusted net pension liability.

OUTLOOK

The outlook is stable.

WHAT COULD MAKE THE RATING GO UP

- N/A

WHAT COULD MAKE THE RATING GO DOWN

- Deterioration of financial position due to greater than expected declines in operating revenues

- Prolonged downturn in the local economy

- Substantial deterioration in the city's socioeconomic measures

STRENGTHS

- Strong financial operations featuring high general fund reserves levels

- High wealth levels

CHALLENGES



- Slow debt amortization

- Recent moderation in Real Market Value growth

RECENT DEVELOPMENTS

The city's economy continues to recover, with strong growth in commercial and residential permitting activity year-
over-year, continued home price gains and growth in tourism-related taxes. The city had identified a buyer for its
West End Building property but the purchase ultimately fell through. The city has retained a third-party firm to
market the property to potential buyers and has extended the line of credit associated with the property to October
2015. The city has experienced a minor delay on its LO-Tigard water supply project, but the project is otherwise
expected to come in on or under budget.

DETAILED RATING RATIONALE

ECONOMY AND TAX BASE: MODERATELY-SIZED AFFLUENT COMMUNITY LOCATED NEAR PORTLAND

Lake Oswego is an affluent, mostly residential community located eight miles south of the City of Portland (Aaa
stable). The city's socioeconomic indicators are the highest among all Moody's-rated cities in Oregon. As of the
2012 American Community Survey update, per capita and median family incomes were 191% and 173% of US
levels, respectively, which are consistent with median peer-rated cities nationwide. The city's 2014 full value,
otherwise known as real market value (RMV), and assessed valuation were a moderately-sized $7.6 billion and
$6.2 billion, respectively. RMV increased a robust 12% in fiscal 2015, while assessed value increased 5%.
Although RMV remains 16% below its 2009 peak of $9.9 billion, assessed value has actually grown 23% over the
same period due to state-imposed limitations on assessed valuation growth during boom years which acts to
cushion cities against steep drops in RMV during market declines. City officials indicate that property values are
recovering, supported by a continued tightening of the residential real estate market in the last year. In the near-
term, the city projects growth in full valuation will continue to exceed the moderate rate of growth in assessed
value. Full value per capita of $235,610 remains well above Aaa-rated peer levels, reflecting durability in the city's
relatively high property values.

FINANCIAL OPERATIONS AND POSITION: WELL-MANAGED FINANCIAL OPERATIONS WITH STRONG
RESERVES

The city's financial operations are characterized by strong fiscal policies and practices including multi-year
financial planning, high reserve levels, and a stable revenue structure. For fiscal 2014, the city's general fund
balance remained well above Aaa-rated medians at 49.7% of general fund revenues ($24.6 million), and its solid
unassigned fund balance was 43.8% ($21.7 million). Moody's notes that in fiscal 2009, the city began consolidating
operating funds into the general fund, including the community development, public safety, parks, library, and other
remaining funds. As a result, the general fund reserve policy was revised to 30% of budgeted annual expenditures,
reflecting an amalgamation of its prior 25% reserve policy for various special revenue funds and the pre-
consolidation 50% general fund balance policy.

The fiscal 2015 budget appropriates $3.1 million from general fund reserves as part of a $15 million pay-go
acquisition and construction of a new public works administrative facility. Notably, the fiscal 2015 budget year
included the adoption of a new budget practice in which departments are now able to carry forward budget savings
into the subsequent year, rather than potentially lose the unspent allocation at the end of the current year. The city
expects this will create incentives for departments to spend with greater efficiency, and the associated savings
may offset the expected $3.1 million reserve draw. Management reports that actual performance is tracking
favorably to budget.

Property tax represents more than half of the city's operating revenues. Despite the weaker housing market,
property tax revenues are expected to continue to grow by approximately 3% per year as allowed under the state
constitutional amendment (Measure 50), as long as assessed value is below real market value. For 2014,
assessed value as a percentage of real market value was 81.9%, providing a comfortable yet somewhat-
diminished margin against further RMV declines. The city's current operating tax rate of $4.970 is below its
operating tax rate limit of $5.035 per $1,000 assessed value. The city council has sole authority to raise the tax
rate to the operating tax rate limit. Any additional increase would require a voter-approved local option levy.

Liquidity

Liquidity is very healthy. The city ended fiscal 2014 with $24.5 million of cash in the general fund, or 49.5% of



general fund revenues, and more than $37 million of cash in its enterprise funds that can support liquidity in the
city's cash pool.

DEBT AND OTHER LIABILITIES: MANAGEABLE DEBT PROFILE

We expect the city's debt profile will remain manageable given moderate debt levels, largely self-supporting LTGO
debt, and substantial progress having already been made on major utility capital projects. The city's gross direct
debt burden is above-average for the Aaa-rating class at 2.7%. However, its net direct debt burden is materially
lower and in line with or below Aaa-rated peers at 0.34% when factoring in $176 million in outstanding full faith and
credit debt that is self-supporting from net revenues of the city's water and wastewater enterprises and property
taxes of the redevelopment agency.

The city council insulates the general fund from possible limited tax debt service support through its policy to
maintain 1.1 times total debt service coverage from net water revenues, which is above the legal rate covenant of
1.0 times. This reflects the city's policy to only issue full faith and credit debt for utilities, so long as the utility
makes full debt service payments from its own revenue sources. Going forward, the city's commitment to
increasing user charges as necessary to provide at least sum-sufficient debt service coverage of full faith and
credit debt will remain an important general credit factor.

The city has additionally pledged its full faith and credit to $17.6 million drawn line of credit that matures in full on
October 1, 2015. The credit line was used to purchase a 14 acre site, and the city is actively marketing the
property for sale. The city has additionally pledged its support toward a line of credit used in conjunction with its
redevelopment activities in the East End project area. The redevelopment agency has drawn $2.5 million on the
line of credit, has $4 million of fund balance available to retire the line and receives a healthy level of property tax
revenues ($3.5 million in fiscal 2014) to pay down the outstanding balance.

Debt Structure

Debt is generally structured with a profile of level annual debt service. At close to 40%, the city's 10-year
amortization of principal is slow for a highly-rated city, but reflects the long useful life of sizeable recent water and
wastewater investments.

Debt-Related Derivatives

The city has no debt-related derivatives. All of the city's debt is fixed rate, with the exception of certain outstanding
credit line balances that are based on a variable rate of interest. The outstanding balances on lines of credit are
small in combination at less than 10% of the city's overall debt portfolio.

Pensions and OPEB

The city's pension liability is elevated. Based on Moody's adjustment to reported pension liabilities, the city's
adjusted net pension liability (ANPL) was $251 million in fiscal 2013. This is the gross ANPL, and does not reflect
the portion of the liability that is fully supported by enterprise funds and other non-major governmental funds.

MANAGEMENT AND GOVERNANCE

Management is strong. This is reflected in a strong General Fund reserve policy, conservative budgeting and
detailed long-term planning.

KEY STATISTICS

- RMV, 2014: $8.5 billion

- RMV per capita, 2014: $235,610

- Median family income, 2012 American Community Survey: 172.8% of U.S.

- Available reserves % of operating revenues, FY 2014: 49.7%

- 5-year dollar change in available operating reserves (FY 2009-14): 21.3%

- Available net cash % of operating revenues, FY 2014: 49.5%

- 5-year dollar change in available net cash (FY 2009-14): 8.8%



- Institutional framework: Aa

- 5-year average of operating revenues/expenditures (FY 2010-14): 1.03

- Net direct debt / RMV: 0.34%

- Net direct debt / operating revenues: 0.58X

- 3-year average of Moody's ANPL / RMV (FY 2011-13): 3.2%

- 3-year average of Moody's ANPL / operating revenues (FY 2011-13): 5.39X

OBLIGOR PROFILE

Lake Oswego is an affluent, mostly residential community located eight miles south of the City of Portland (Aaa
stable).

LEGAL SECURITY

The bonds are secured by the city's unlimited tax, general obligation pledge. The city has pledged its full faith,
credit and taxing power to repayment of the bonds, including the levy of an ad valorem tax without limit as to rate
or amount.

USE OF PROCEEDS

Approximately $5 million of the $9.39 million par amount will provide new money for street improvements.
Approximately $4.39 million will be used to refund the Series 2003 GO bonds within the same maturity schedule
for estimated net present value savings of $500,000, or 9% of refunded principal. The par amount of the bonds is
subject to change based on current market conditions

PRINCIPAL METHODOLOGY

The principal methodology used in this rating was US Local Government General Obligation Debt published in
January 2014. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

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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