MEMORANDUM

Date: January 31, 2007
To: Chair, Vice Chair and Members From: C.H. Huckelberry
Pima County Bond Advisory Committee County AdminisW
Re: Recent Bond Sales and County Debt Financing Credit Rating

Enclosed please find a memorandum | recently transmitted to the Board of Supervisors
regarding our recent sale of $166 million of bonds. In summary, these bonds, including
General Obligation, Highway User Revenue and Sewer Revenue, were sold at interest rates
that continue to be very favorable to the County. In addition, our debt financing credit rating
continues to improve as the County received a credit rating upgrade for this most recent sale
of bonds.

It is important to note that there has been very little movement in the net effective interest
rate in County General Obligation Bond sales with the net effective interest rate remaining at
approximately 4 percent. In addition, it is also important to understand that our bond life
remains relatively short. In the case of the most recent sale, over 75 percent of the issued
bonds will be retired within ten years, and all within 15 years. This aggressive debt
repayment schedule is what allows the County to continue to seek voter authorization for
other public facilities or projects to be constructed with bonds. Continuing improvement in
our credit rating also contributes to our low borrowing interest rates.

CHHyJjj
Attachment

c: The Honorable Chairman and Members, Pima County Board of Supervisors
Nicole Fyffe, Executive Assistant to the County Administrator



MEMORANDUM

Date: January 25, 2007

To: The Honorable Chairman and Members From: C.H. Huckelberry
Pima County Board of Supervisors County AdminiW—

Re: Pima County Bond Rating

Attached please find a memorandum from our Finance and Risk Management Director,
indicating our credit rating has been improved through a number of sound financial
management actions taken by the Board. These are outlined in Mr. Burke's memorandum.
As the Board recalls, we recentiy sold and closed, as of today, $166 million in bonds,
including General Obligation, Sewer Revenue, and Highway User Revenue Bonds. These
bonds were sold at interest rates very favorable to the County. These favorable interest rates
were achieved through our increasing creditworthiness as rated by national financial rating
agencies.

Given the large number of outstanding bonds the County still has, it is important that we
continue to improve our financial standing by continuing to increase our unrestricted General
Fund balance. We must also continue to eliminate and not incur additional deficits in special
revenue funds. In the past we have eliminated all special revenue fund deficits, and it is
important that we not incur future deficits in special revenue funds.

Finally, it is important that the management of Kino Community Hospital remain with
University Physicians Healthcare. It is important that hospital services at University
Physicians Hospital not only serve the community, but also be financially successful for
University Physicians Healthcare.

CHHY/jj
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MEMORANDUM

DEPARTMENT OF FINANCE & RISK MANAGEMENT

Date: January 25, 2007

To. Chuck Huckelberry From: Tom Burke
County Administrator Director

Re: Pima County Upgraded by Rating Agencles

Pima County recently received an upgrade to Aa3 (a "double-A" rating) in its credit rating
from Moody's Investors Service and continued to have AA-rating from Standard &
Poor's Rating Services for the County's General Obligation bonds, reflecting sound fiscal
management steps taken by Pima County over the past few years. These double-A
ratings indicate Pima County has a financial condition characterized as "high quality”
with a strong ability to pay its debts. The upgrade is based upon many factors including
both the stability of the local economy and the actions taken by the Board of Supervisors
in recent years to tackle difficult financial issues that have faced the County.

increasing Tax Base and Sound Debt Management:

While the County has had a tax base that has increased substantially due to growth and
development, the County has continued to maintain relatively level debt, enabling the
Board of Supervisors to lower tax rates for the debt service payments. The County has
maintained this manageable level of debt even though the voters have authorized
significant amounts of debt not yet issued. The County has done this by electing to
issue only reasonable amounts of debt spaced over a period of years with relatively
short debt schedules. This has enabled the County to maintain a debt repayment
schedule less than the average for communities of our size, with more than 75% of our
debt regularly paid off within 10 years.

Increase In Unrestricted General Fund Balancae:

‘Another significant factor in the County's healthy credit rating arises out of the actions of
the Board of Supervisors over the past five years to gradually increase the fund balance
of the General Fund to a level appropriate for the size of County's operations. In the late
1990s, the County's General Fund fund balance had become very low. Since that time,
the Board has regularly limited budgeted expenditures in a manner to increase the
unrestricted fund balance each year. For the current Fiscal Year 2006-07, the County
budgeted for an ending fund balance of $23,000,000, about 5% of the General Fund
revenues expected. The Govarnmental Finance Officers Association, which sets the
standards for governmental budgeting, recommends a General Fund balance between
5% and 15% of projected revenues. The continued increase of an unrestricted General
Fund balance enhances the County's credit rating by providing for a reserve that
ensures sound fiscal management in the face of unexpected swings in révenues or
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expenses. To that end, the County established and maintains a Budget Stabilization
Fund within the General Fund to control expenditures centrally for many of the non-
routine costs encountered each year.

Elimination of Deficits in Special Revenue Funds:

In addition to increasing the stability of the General Fund, the Board of Supervisors took
action to eliminate the fund deficits in several special revenue funds including Graphic
Services, Grants relating to Juvenile Courts, and the Stadium District. The most
significant of such actions was the elimination of the $6.2 million deficit in the County’s
Stadium District which had accumulated during the late 1990s. Future deficlts are not
expected given the current operation of the Stadium. The elimination of deficits in the
Special Ravenue Funds strengthens the overall credit of the County by protecting the
General Fund from having to subsidize such funds.

Transfer of the Hospital to UPH:

The Board's actions in structuring the transfer of the former Kino Hospital to University
Physicians Healthcare (UPH) put a cap to the future costs facing Pima County for Kino.
This played a major role in enabling the County to stabilize the General Fund. The fact
that the arrangement has been successful in limiting the County’s costs in this area was
considered critical by the rating agencies in analyzing Pima County as a high quality
credit entity. The rating agencies have placed significant focus on the success of the
transfer of the hospital to UPH and indicated that the continued ability of this
arrangement to reduce the risks and costs to Pima County will be a continuing factor in
the County's credit ratings. If UPH is unabie to operate the hospital without additional
County subsidy, and the County increases the subsidy beyond its current commitment,
then thera would be a substantial likelihood that the County's credit rating would be
downgraded.

Attachments
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Pima County, Arizona

LIS$95. mil GO bnds ser 2007 dect 01/01 /7007 due 07/01/2021

Long Teum Rating AA-/Stabla Nw
Fima Cnty GQ bods ser 2007 did 01/01/2007 due 07/D1/2621

Long Tam Rating AA-fS1able Nevi Rating
Pima Cnty GD {MBIA]

Unenhanced Rating AdSPUAYSIable Affirmed
Rationale

Standard & Pour's Ratings Secvices assigned i "AA' rating to Pima County, Ariz's GO bonds, series
2007, and affirmed its 'AA- underlying rating (SPUR) on the county's ourstanding GO bonds.
The ‘AA- rating reflects the counry's:
* Onguing econumic growth and diversification, anchored by Tucson's cole os a regionsl emplayment
and service center for southern Arizana;
= Average wealth and income indicarors;
* {arge and excpanding t base;
& Sound financial managermnent, with improving reserve levels; and
= Moderately low debr burden, with manugeable capital needs,
The county's full fairh, ceedit, onc unlimited ad valorem caxing autharity secures the bonds.
Pima Cuunty encompasses 9,240 square miles in southern Arizona, with 960,000 inhabirants.
moare than 55% of whom reside in Tucson. The county's popularion has grown by more than 10%
since 2000, with immigration resulting from favorable weather, artmctive scenery, and affordable
housing. Services, government, anud teade are the primary employment secrurm. Rayrheon Missile
Systerns has surpassed The University of Arizona (UA) a5 vhe leading employer (with 10,756 emiployecs),
fullowed by che LA (10,282), stare government (9,742), and DavisMondhan Air Foree Base (8,233),




Pima Caunty, Arizona

Employment ln the county bins increased for seven consecurive years, while the unemployment rare, 4.3% in
20086, has been consistenrly below atate and national averages.

Income indicators are average. Median household effective buying income is 909 of stare and national
averages; per capita income is slightly higher at 98% of state and 959 of U.S. averages, respuctively. The county's
large student and military presence somewhat depresses income levels.

Steady new construction activity, particulacly in the residential sector, has bolstered properry mx base
growth. Secondary assessed valuarion (SAV) has increased by an average of 8.4% annually in the past five years to
$6.869 billion. Full property valuaticn totals $59.89 billion, or n moderate $62,539 per capita. The mx base is
diverse, with the 10 largest taxpayers accounting for 6.6% of SAV, Growth wirhin the county continuss to
increase more rapidly than growth within Tucsen.

Pima County's management practices are considered strong’ under Standard & Poor’s Financial
Management Assessment (FMA). An FMA of strong indicares that practices are strong, well embedded, and likely
susrainable. Sound budgeting practices coupled with welldefined investment, financial, and debr management
policles provide the county with the rools needed to maintain sound fiscal operation despite rhe high growth
pressures it is under. The ¢county ulso maintains a strong planning effort with emphasis on capital and financial
planning.

Fullowing a perind of financial weakness in the late 1990s, characterized by health care system losses
and consequent transfersout and declining reserve levels, rhe county has taken steps to enhance revenues,
mannge expenditures, and stahilize fund balances. The counry's recent financial performance has atso been
buoyed by healthy econamic conditions. The county ended fiscal 2006 (unaudited) with a gereral fund balance of
about $5 1.5 million, or 139 of upemring expendirures—well above the 1%-2% balances pusted herween 1997
and 1999. The county targets a minimum unreserved general fund balance level of 5%, and has achieved this
level in unaudined fiscal 2006.

The county entered into a 25year lease, effective June 2004, with University Physicians inc. (UPI), a
nonprofic organization affiliated with the University of Arizena School of Medicine. Under thig agreement, UPI
assumes full responsibility for the operations of Kino Community Flospital, while the county pays UPLan annual
service fue, if operating costs exceed revenue penerated by LIP] ar the hospital. The county's annual secvice fees are
capped and reduced annually feom $25.8 million in year one (fiscal 2005) to $7.7 million in year 10, with no
poyments due in years 11 through 25.

With this issuance, the county’s outstanding GO debe torals $326.3 million. Amortizarion of GO
bonds is rapid, with mare than 75% of principal maturing in 10 years and final marurity in 2021, Overall nec
debr levels remain moderan: at $1,306 per capite, and low at 2,2% of properry market value. Series 2007 bond
proceeds will be used Lo finance 2 variety of @pital projecs. After this issuance, the county will have in excess of

$478.66 million in authorized but unissued GO bonds available 1o assist funding the capital plan.

Qutlook

The stable outlyok retlects vur expecration thar the county will conrinue o pust balanced financial opesations
and improving reserve levels. Continued bealthy economic and tax base trends are also anticipaked.

Strong Economic Growth

Pima County, estimated population of 360,000, is lucated in suuthern Arizona along the boarder with Mexico.
The county's langest city is Tucsun, where more than 55% of county tesidents live. The county has seen strong
growth over che last four years in its employment base, with more than 31,700 new jobs creawmd. Employment in

Standard & Poor’s | ANALYSIS 2




Pima County, Arizona

the county has locreased for seven cansecurive years, while the unemployment rate, 4.3% in 2006, has been
consistently below srate and narional averages. DavisMonthan AFB has seen an increase in its missions from the:
last Base Realignment and Closuve Commission repurt, Wealth and income levels within che county ate average
to slightly below average, depending on which indicators ace used. Overall, median household effective buying
income 1§ %% of state and narional averages: per capita income is slightly highet at 98% of state and 95% of U.S.
averages. The county's large student and military presence somewhae depresses income levels. Steady new
construction activity bolsserad property mx base growth, especially within the cesidendial secear {until cecently).
SAV has increased by an average of 8.4% annually in the pase five years to $6.869 billion. Full peopeny valuation
wials $59.89 billion, or a moderate $62,539 per capita. The tx base is diverse, with the 10 latgest vxpayess

accounting for 6.69 af SAV, Growth within the county continues 1o increase more rapidly than growrh within
Tucson.

Financial Management Assessment: Strong

Pima County's manngement practices are considered strongz under Standard & Poor's Financial Management
Assessment {(FMA). An FMA of ‘strong’ indicates that practices are strong, well embedded, and {ikely suseainable.
Sound bucdgering practices coupled with well-defined investment, financial, and debt management policies
provide the county with the tools needed 1o mainwin sound fiscal operarion despite the high growth pressures it

is under. The county also matnwins a srong planning effort with emnphasis on capital and financlal planning.

The: county mainnins as par of is public works department a separare capital improvernents unit that is

responsible for Ueveloping a list of major capital projects, maintining the lise of such, and following thuse projects
that are under construction.

Pima Crty GO (FGIC)

Unanhanced Pating AA-{SPURYStabla Affirnad
Pima Caty GO (FSA)

Unanhanced Rating AA{SPURYStable Affirmad

Many 1ssues are enhanced by bong msurance.

www standardandpoors.com
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MOODY'S UPGRADES TO Aa3 FROM A1, PIMA COUNTY, A2, G.O. BONDS

APPROXIMATELY $326.3 MILLION IN PARITY DEBT AFFECTED, INCLUDING CURRENT SALE

County
AZ

Mocody's Rating

ISBUE RATING
General Obligation Bonds Series 2007 Al
Sale Amount $95.000,6C0

Expected Sale Date 01/16/07
Rating Descriptian General Obligation Bonds

Moody's Outiook Stable

Opinion

NEW YORK, Jan 8, 2007 -- Moody's Investors Service has assigned an Aa3 rating to the Pima County,
Asizana, General Obligaticn Bonds Serieg 2007 in the approximate amount of $95 million. At this time,
Moody's has also upgraded the County's general obligation bond raling to Aa3 fram At, affecting $231.3
million in dabl. The County's Certificates of Participation Saries 2003, in the outslanding amaunt of $24.3
million, have also been upgraded tc A1 from A2. The upgrade and G.O. rating assignmeni of Aa3 reflec| the
County's sizeable lax base. impontance as the second largest acanomic hub in the stale, maintenanca of
relatively atable raserves for the lust 8ix years, and average debt profile. The County's rating incorporates the
assumption that it wili continue to maintain a manageable level of debt, consistenl with leveals of tax base
grawth, despite significant outstanding authorization. The staple outiaok reflacts the axpeciation that the
County will continue to maintain saund reservas despite challenges with hagpital operations and a recent
reduction in tha County's oparating tax rate. The currant offering is secured by the County's unlimited
proparty tax pledge. Bond proceeds will finance a variety of prajetts including naw canstruction and
improvements to county facilities, parks, flood and solid waste syslems, and historical 8ltes, as well ag the
purchase of open space.

STATE'S SECOND LARGEST ECONOMY, ANCHORED BY TUCSON; HOUSING SLOW DOWN
EXPECTED FOLLOWING PERICD OF RAPID EXFANSION

Moody's believes that the County, anchored by 1he City of Tucson (GO ratad Aa3 with a stable outlook), will
continue o benefit from a stable empioymant basa despite sofening in the local housing market. The County
is the second largast acongmy in the state and the regional hub for southern Arizona with major public sector
and military/defanse emplayers. Tha Davis-Monthan Air Force Base and raiated military and defense
employers are majocr sconamic drvers in the arsa. Raytheon Missile Systems, the largest employer in the
County, reported a sizeable backiog on its contract orders which will continue to support manufacturing
damand in the near tarm. The Universily of Arizona and the significant presence of state and local
governmemal agencies provide economic stability as evidenced by relatively stabie unempioymant rates for
Pima County over the last five years As of the 2000 census. per capita and median family incomes mughly
mirror the stale and results ffom the mid-decade censug show no change in that relationghip. Thesa weaith
indices for Pimma County, inciuding a full value per capita of $§64,781, are consistent wilh the median for olher
AaJ-rated counties across ine nation.

Tax base growth in 2007 was unusually sifong with a 24 8% increase compared 10 the moderate five year
average annual pace of 11.9%. This grawth is attributed primarily 1o very strong housing permil acuivity and
appreciation in home values as well A8 new commercial consiruction. including resort properties, coming on-
line. As a result, Pima County's full value is sizeable for its rating 'avel al $59.9 billion. Fallowing tha recent
peak in housing construclion, permit activity for the current Rscal year has sofiened considsrably by a rough
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estimate of 20 lo 30 percent from the prior year. Aithough construction represented 7% of 2006 iolal
employment, gome of the slack In housing conatruction should be picked up by commercial and iarge public
sactor projects, such as the Rio Nuevo redavelopmenl, as wali as growth in other employmeni sectors. While
13x base growth may be siow over the near term, Moady's believes the County's aconomic fundamentals will
continue t¢ suppor moderate growth over ihe longer term.

STABLE GENERAL FUND RESERVE, DRAW DOWN FOR ONE TIME PURPOSES EXPECTED N 2007
B8UT SOUND LEVELS TO BE MAINTAINED

Over the last five years, the County has ratained a relatively stabie general fund reserve averaging 9.1% of
revenues. in stark contrast to the ate 19808 when reserves as a percentage of revenues hovered in the sow-
single digils. Results in 2005 exteared axpectationa as reported during the County's prior credit review in
April 2005 and un-sudited but neany finalized FY06 financials indicate a sizeable operating surplus of $14.3
millior. As a result, the Counly's totai ganeral fund balance is expected lo grow to $51.8 miliion (12% of
ravenues), with $46.4 milion (10.8%) in unreserved balance. The operating aurplus is atliributed to solid
growth in key revenue sireams including properly taxas and state shaed revenues, as well as reduclions in
the County's subsidy 10 the hospial. Property tanes comprise roughly 58% of operaling revanues, foliowed
ty state shared sales taxes (25%). The County also restored fund balances to positive leveis in several of itg
spacial revenue funds, including the Stadium District, which had a deficit posifion in 2004,

For fiscal 2007, county officials expect a draw down on the genera! fund to $38 million in unreservad funds
(8.8% of reyenues), abova the original budgset figure of $23 million and \he County's 5% General fund
tatance targe\. The use of reserves is largety for ona time purposas including apen space acquisition, faciity
maintanance, and lachnology improveamants. Ongoing expenditure increasas included a 2.8% salary
increass for all employess. It is noled that the Counly reduced its operating tax rate by $0.23, reprasenting a
5.8% dacrease, for the first time since FY80 to $3.8420 per $100 of A V. in parl o accommodale an increase
la the fibrary districl tax rate and o proviie property tax relief. Despite the reduclion in property tex rate,
managemant anticipates maintaining balanced operations. Moody's notes that the County's FY07 budgel is
very tlose 10 1ts expanditure limit; officia’s estimate 8 3% 1o 5% or $15 to $20 million buffer. At this ime. there
is no pian to return lp vaters to increase tha expenditure imi! and officials expect to maintain operations
within those constraints at this time. Positively, the County does not have an QPEB liability as its ratirees ara
offered no medical benefits.

HOSPITAL AGREEMENT HELPED REDUCE RISKS FOR COUNTY. BUT CHALLENGES REMAIN

Moody's balieves that the Pima County Heailth Care System remains an ongoing credit factor for the County,
althcugh ihe County's agreement with University's Physicians Ine. (UP1), has helpad reduce operational
subsidies 10 the hospltal. Under a 25-year lease beginning June 15, 2004, UP), a nonprofit organization
affiliated with the medical canter of the Univeraity of Arizona, assumed full responsinility for operation of the
hospital, including cutpatien! clinics. Under the contract, Pima County will subsidize operating costs
exceeding revenues up to schedulad service fee levels baginning at $25 8 million in fiseal 2005 (compared 1o
331 milkon GF transfer in F'Y04), with subsidias daclining by approximglely $5 million annually in FY08 and
FYO?. then stabilizing at 510 million for another six years.

While the laase Currently defines and limits the County's exposura 10 the risks associated with the hospital,
nakg remain as 1o whethar UPI will remain in the lease beyond June 2009. Exit clauses provided under the
‘ease agreement would aliow UPI o terminale the lease and return hospital operalions 1o the county if it
loses more than a cumulative amaunt of $10 million, inclusive of the service fee. However, the agreement
may not be terminated sarlier than the fifth anniversary of the lease. Significantly, UP| nas recorded a toss of
approximately $7.5 million as of FYDE, which with the already scheduled §5 million reduction in the County's
subsidy in FYO7, will reach the $1C million axit clause 1hresho!d this fiscal year. County officials report that
UP! iz expacted 10 continua 10 operaia the hospital. Should UPI dacide 1o exit after June 2009, however, they
would be required lo provide the Caunty with 18 manths notice to enable the County timg to plan for the
transition of hospial oparations ¢r to provide mora limited health care services. Futuse credit avaluations will
closely monitor the County and UP/'s ability 1o meat strateqgic operational goa's, and, should the axit clayse
be triggared, the Counly’s willingness and agility 1o retain sound operations.

AVERAGE DEBT PROFILE; FUTURE BORROWING PLANNED

Although the County is a regular issuer of G.O. bonds, cyrrént debt leveis remain moderate compared 1o the
natianal median due to tax kase growth and fastar than average debt payout {75.8% in ten years). Direct and
averall debt burdens are 0.8% and 2.4%, respeclively. Pima County retains a sizeable authonzation for G.O.
bonds that have not been issued at $478.7 million inciuding a recent $54 miliion authorization approved by
voters in May 2008 to construct a psychiatric facility. To finance the County's ongoing capital needs, caunty
officiale expact 1o issue between $75 to $30 million in G.O. bonds in 2008. Gaing korward, management alsg
expects to reguiate futura G.O. bond issuances in such a manner as 10 maintain the debt tax rats at or beiow
%0.715 per $100 of AV. Concurrent witn this debt offering, the County will aiso be issuing 32\ millicn in
I;URF obligations and, consistent with historical practice, will issue similarly sized debt offerings every 18 o
4 months.
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Qutlaok

The stable oullook reflects the expectation that the Caunty will continue to maintain sound reserves despite
chatlenges with hospital operations and a recent reduction in the County's operating 1ax rate. Pima County's
current credit rating is also based upon tha sesumption that the County will continue to maintain a
manageable level of debl, conaigtant with levels of lax base growth, despite significant oulatanding
suthorization,

KEY STATISTICS

2005 Populalion estimate: 524,786

2007 Full vaiue: $59 9 billion

Average annual growth in full value, 2002 -07- 11.8%

Full value per capila: $84,781

2005 Per capila income: $23,045 (98.8% of state)

2008 Median family income; 348,722 (96.6% of siata)

Direct debt burden: 0.8%

Overali datt burden; 2.4%

Payoul of principal (ail debt in 10 years). 76 8%

FY0B8 Unaudited General fund batance; $51.8 million (12.0% of ravenues)
FY08 Unaudited unreserved GF balance: $46.4 million (10.8% of revenues)
Unempioyment rate, September 2008: 3.9% {(4.4% U.8)
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FORM OR MANNER OR QY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MODDY'S PRIOR WRITTEN CONSENT. All
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information contained heran g oblaired by MOQDY'S from sourtes believed by it to be azcyrate and renable, Because af the
passibiity of humiin 9- mechamdéal evrar Ay welt 85 ather factors, hawever, sucn infarmatian 1s provided “as 15" without warranty
of Bny Kind and MOODY'S, In particular, makes NO rEPrasentation Or warranty, express or imphed, as to the accuracy, timeliness,
completeness, merchantagilicy or fitness for any parucular purpase of any such informavion Under ng CleCumstances shad
MODDY'S have any liability ta Any persan or entity for (a) any 10535 or damMage in whdlg or in part caysed Dy, resulting from, or
ralsting o, Ny error {negligent ar otherwite) or olher drcumstance or contingancy within or outside the contral of MOOOY'S or
any of Its directors, officers, employees Or agents in CONNEIAN with the procurament, ccilection, compiiation, analysis,
interprezation, commemcation, pubiication dr debvery of any such informatian, or (b) any direct, indirgcy, specia, cansequential,
compensatery ar incidental damages whatsaever (including withaut limitatian, 1ast profts), even if MOODY'S & advised in
sdvanca of the passibhity of such damages, resulting from the aie of or Inabity t© &€, BNy Sucr infarmation. The credt ratings
and financlal ceporting analysis abservations, If any, canstituting part of the information contained “erein are, ang mMust he
constryed salely as, statements of opinian and not statements of fact or recommandations to purchase, el or hold any
securities. NO WARRANTY, EXPRESS GR IMPLIED, AS TQ THE ACCURACY, TIMELINESS, COMPLETENESS, MERGCHANTAALLITY OR
FITNESS FOR ANY PARTICULAR PURPOSE CF ANY SHCH RATING OR OTHER OPINION OR (NFORMATION IS GIVEN OR MADE BY
NOCOY'S IN ANY FORM OR MANNER WHATSOEVER. E3ch ratng or ather opiidn must be weagghed solely as ane factor in any
imsastmant daciston made Dy or o0 Dehai of any usac of the infarmation contalned ~erein, And #ach such user must accoraingly
make 15 own study and evaluation of each security and of each issuer and guarantor of, and £ach pravider of credit supgort far,
eath secunty that it may cansider purchasing, noiding ar seling.

MOOOY'S haraty discioses that mast issuars of debt securties (INCIUGING Carparate 3nd muniapal bonds, dedentures, notes and
mmercia paper) and preferted stock rated by MOODY'S have, pnor to assignment of any rating, agreed to pay ta MOODY'S far
apprasal and rating services rendered by it fees ranging from $1,500 te $2,400,000. Moody's Corparatian [MCO} and Its whaity-
cwnad credit ranng agency subisidiary, Moady's Investgra Service (M1S), alsa Mantain pakcas And procedures to address the
independenca of MIS's ratings and rating processes. Information regarding Certain affinations that Ty XAt DEtween Arectors
of MCD and rated entitias, and betwéen entities who hold ratings from MIS and have ai<o pudliCly réported to the SEC an
ownerghip vnterest 1N MCO of more than 5%, is pasted annually an Mgody's website At www .maadys.com unger the heading
"Sharehoider Reiations - Carporate Govemnance - Dwectagr and Sharehalder AlMfiliaticn Policy

This credit “aLing opinan nas been prepared withaut taking 1Ntd acCOUunt any of your ofjectives, financd $ituation or neéeds. Yau
should, Defore acung on the apinion, consider tha agpropriateness of the opinian hawing regard ts your own ob)ectives, Ainancial
studtion and needs



