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Credit Profile

Oxnard ICR

Long Term Rating A+/Watch Neg On CreditWatch Negative

Oxnard Fincg Auth, California

Oxnard, California

Oxnard Fincg Auth lse rev (Civic Center Phase 2 Project)

Unenhanced Rating A(SPUR)/Watch Neg On CreditWatch Negative

Long Term Rating AA+/A-1/Watch Neg On CreditWatch Negative

Oxnard Fincg Auth lse VRDB ser 2003B

Unenhanced Rating A(SPUR)/Watch Neg On CreditWatch Negative

Long Term Rating AA+/A-1/Watch Neg On CreditWatch Negative

Rationale

S&P Global Ratings has placed its 'A' rating on Oxnard Financing Authority, Calif.'s lease revenue project and

refunding bonds issued for the city and its 'A+' issuer credit rating on the City of Oxnard, Calif.'s on CreditWatch with

negative implications. The CreditWatch placement reflects the potential that interfund loans from unrestricted funds

including the city's general fund will be needed by the city's wastewater fund to cover debt service obligations, as well

as our view of the contingent credit and liquidity risk related to the city's wastewater variable-rate demand bonds, both

of which we believe could exert pressure on the general fund.

On Nov. 8, 2016, the voters of Oxnard passed Measure M, which rolled back wastewater rates. It is city management's

opinion that such rollback of rates will not allow the city to meet the majority of the wastewater fund's financial needs.

In our opinion, the first--and most critical--upcoming decisions are anticipated to occur on Nov. 29, 2016, when city

council is scheduled to meet and consider several possible actions in response to Measure M. The actions include, but

are not limited to, requesting a stay of the implementation of Measure M, halting non-essential services and capital

projects, borrowing cash from other city funds to provide funds for the wastewater system to make its portion of its

June 1, 2017, debt service payment, and initiating a new rate-setting process with new service rates likely to be

effective in early fiscal 2018. We also understand that the city filed a complaint for declaratory relief (City of Oxnard v.

Aaron Starr) that challenged the legality of using the initiative process to reduce service rates to a level that would

impair contractual obligations, including obligations to bond holders, but the judge presiding over the case deferred

making a ruling pending the outcome of the election.

We understand that council could chose to not request a stay and not proceed with litigation based on the level of
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support from the electorate for Measure M; however, this is not a course of action that we expect will be

recommended by the city administration. We understand management is considering requesting the court on an

accelerated basis to issue an order to stay the rate appeal while litigation proceeds.

Should that not happen, the city has determined that cash in the sewer fund would be fully drawn down by the June

2017. Union Bank provides a direct-pay letter of credit (LOC) that supports the authority's series 2004B variable-rate

demand wastewater revenue bonds and this LOC is scheduled to expire on Feb. 28, 2017. We understand that Union

Bank is not likely to extend the expiration date of the series 2004B LOC if the city does not request a stay and continue

pursuing the existing litigation. This would trigger a mandatory tender, and in the absence of a term-out provision in

the series 2004B bonds, a significant interest rate rise to 7% from current market rates due to the default rate on bank

bonds. Should the rating on the wastewater bonds fall below 'BBB', it is also possible that an interest rate swap with a

negative mark of approximately $3.75 million could terminate and become immediately due and payable if an event of

default is triggered. We understand that the city's cash flow projections for the wastewater fund do not assume a swap

termination event, and we believe that such an event could lead to a sharper decline in wastewater reserves than

projected, potentially leading to more immediate general fund pressure.

Should there not be a stay of the rate appeal or if the rate appeal would take effect, or in the event the wastewater

swap is terminated, the pressure on the city's general fund could be significant. In addition, Union Bank has indicated

that it is unlikely to renew the LOC associated with the series 2004B wastewater revenue bonds which expires Feb. 28,

2017. The series 2003B and 2006 LOCs also expire February 2017. It is uncertain whether Union Bank will renew

series 2004B and 2006 LOCs but we believe that renewal risk is heightened given the general fund's exposure to credit

and liquidity risk from the wastewater fund and the potential for future political uncertainty. Should the city manage to

avoid immediate and longer-term financial pressure on the general fund by the wastewater fund, and should we

determine that political conditions going forward will allow city management to take the actions necessary to stabilize

financial performance across enterprise and governmental funds we could affirm the rating and revise the outlook back

to stable.

Alternatively, should a failure to reverse the financial condition of the wastewater fund result in what we consider to be

significant financial pressure on the general fund, or should political gridlock or instability cause city management to

be unable to take action to stabilize the city's financial performance, we could lower the rating by multiple notches.

CreditWatch

The CreditWatch negative placement reflects our view that there is at least a one-in-two likelihood of a negative rating

action within 90 days.

Ratings Detail (As Of November 22, 2016)

Oxnard lse rev proj and rfdg bnd

Long Term Rating A/Watch Neg On CreditWatch Negative

Oxnard lse ser 2011 (AGM)

Unenhanced Rating A(SPUR)/Watch Neg On CreditWatch Negative
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Ratings Detail (As Of November 22, 2016) (cont.)

Oxnard APPROP

Long Term Rating A/Watch Neg On CreditWatch Negative

California Municipal Finance Authority, California

Oxnard, California

California Municipal Finance Authority (Oxnard) APPROP

Long Term Rating A/Watch Neg On CreditWatch Negative

California Municipal Finance Authority (Oxnard) APPROP

Long Term Rating A/Watch Neg On CreditWatch Negative

Many issues are enhanced by bond insurance.

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,

have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such criteria.

Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings information is

available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings affected by this rating action can

be found on the S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box

located in the left column.
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