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Moody’s and Fitch Ratings to Recalibrate
Municipal Ratings to Global Scale — What
Should That Mean to You?

Last month both Moody’s Investors Service and Fitch
Ratings Ltd. announced the implementation of their
respective recalibration programs for municipal ratings
and released reports outlining the respective schedules
for recalibration.

Fitch has already this month released 38,000 rating
recalibrations for state level issuers, with several
thousand more recalibrations (for tax supported ratings
and the water/sewer, public power (distribution only),
and public higher education ratings) due out on April
30.

Moody’s released its first phase of recalibrations on April
19 and will roll out the remainder over the following

three week period beginning on a sector by sector basis.

With respect to local governments, Moody’s will
recalibrate those ratings on a state by state basis.
Moody’s current schedule, according to information on
the Moody’s website, is set forth below.
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April 19, 2010  All State Governments and Other
Select Governmental Ratings
Local Governments in CA, IL, MN, NY,
TN, WI

April 26, 2010

Local Governments in FL, IA, KY, MA,
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MI, NJ, OH, PA, TX, WA

May 3, 2010 Local Governments in AK, AL, AR, AZ,
CO, CT, DE, GA, HI, ID, IN, KS, LA,
MD, ME, MO, MS, MT, NC, ND, NE,
NH, NM, NV, OK, OR, RI, SC, SD, UT,
VA, VT, WV, WY

May 10, 2010 Health Care

Higher Education

Housing & State Revolving Funds
Pooled Ratings

Public Infrastructure Including
Airports, Toll Roads & Public Power

Is the Recalibration a Change in the Rating?
According to press reports and the respective rating
agencies, the recalibrations do not reflect a change in
the credit quality of the securities being recalibrated.
Specifically, Moody's states in its Rating Methodology
that the recalibration should not be viewed as a rating
upgrade and it "does not reflect an improvement in
credit quality or a change in our credit opinion for rated
municipal debt issuers." Fitch's press release regarding
its recalibration states that "[t]he recalibration of
certain public finance ratings should not be interpreted
as an improvement in the credit quality of those
securities."

What Should You Do?

Issuers and conduit borrowers whose ratings are or may
be affected by the recalibration program should analyze
their transactions for the following concerns:

e Material Events Notice. Both rating agencies
have stated that the recalibration is not an
indication of a change in the credit quality of the
securities and should not be viewed as a rating
upgrade by investors. Nonetheless, some may
view this recalibration as a "change," in its
simplest form, that may require a material event
notice to be filed. If your securities are affected by
the recalibration, you should consider filing a
material events notice through the MSRB’s EMMA

filing protocol.

e Primary Offering Documents. If you are in the
process of preparing an offering of municipal
securities to the public, you should consider
whether your offering document (Preliminary and
Final Official Statement) should mention the
recalibration efforts of Moody’s and Fitch if either
or both of such rating agencies will be rating your
bonds and your ratings are expected to be
recalibrated.
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e Monitoring of Rating Agencies Websites.
Neither rating agency intends to notify individual
issuers about the recalibration. Current ratings,
however, can be obtained on the respective rating
agency website. Municipal issuers interested in
obtaining information about the recalibrated
ratings should check the Fitch and Moody’s
websites shortly after the date(s) each rating
agency has indicated the recalibration is expected
to occur and then periodically thereafter.

For further information on the recalibrated ratings,
please contact one of the lawyers listed in this Alert or
your primary Squire Sanders lawyer.
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