Announcement: Moody's proposes adjustments to US public sector
pension data
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New York, July 02, 2012 -- Moody's Investors Service is requesting comment from market participants on its plan to
implement several adjustments to pension liability, asset, and cost information reported by US state and local
governments and their pension plans.
Moody's expects the proposed pension adjustments to result in rating actions for local governments where the effect
is outsized relative to their rating category, but no state rating changes are expected solely as a result of pursuing
the adjustments now under consideration.
"Pension liabilities are widely acknowledged to be understated," said Moody's Managing Director Timothy Blake,
who teamed with Vice President and Senior Analyst Marcia Van Wagner on a report outlining the rating agency's
plans, "Adjustments to US State and Local Government Reported Pension Data."
"Our proposed adjustments will improve the comparability and transparency of pension information across
governments, enhancing our approach to rating state and local government debt," said Blake. "These adjustments
build on our current approach to rating state and local government debt that includes an analysis of pension
obligations based on reported data and examination of key underlying assumptions."
Growth of reported unfunded pension liabilities over the past decade and the associated budgetary burden of
pension contributions have increased the importance of pensions to state and local government credit, according to
Moody's, which treats pension liabilities similar to debt in order to better analyze the long-term liabilities of
government entities.
Moody's-adjusted fiscal 2010 state and local unfunded pension liabilities total more than $2 trillion -- about three
times the total reported by governments.
"Moody's view on pension-related exposure has been reflected in a number of recent downgrades and negative
outlooks, including for the states of Illinois, New Jersey and Rhode Island, and the cities of Chicago and
Providence," said Blake.
With its data collection now completed for 8,500 local governments and over 14,000 individual pension plans, the
rating agency plans four principal adjustments to reported pension information, including:
-- Multiple-employer cost-sharing plan liabilities will be allocated to specific government employers based on
proportionate shares of total plan contributions;
-- Accrued actuarial liabilities will be adjusted based on a high-grade long-term corporate bond index discount rate
(5.5% for 2010 and 2011);
-- Where possible, asset smoothing will be eliminated in favor of market or fair value as of the actuarial reporting
date;
-- Annual pension contributions will be adjusted to reflect the foregoing changes as well as a common amortization
period.
"Although Moody's has actively monitored pension pressures, the cost-sharing plan adjustments may change our
view of the long-term pension liabilities facing certain local governments," said Van Wagner. "New data regarding
sector medians and averages may reveal some unexpected outliers."
The overall expected effect on ratings would reflect the fact that pensions are only one of several factors in the
agency's rating methodology.

Moody's invites market participants to provide feedback on its proposal by sending comments by August 31 to
cpc@moodys.com.
Moody's subscribers can access the report at http://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBM_PBM143254.
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MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
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accurate and reliable. Because of the possibility of human or mechanical error as well as other
factors, however, all information contained herein is provided "AS IS" without warranty of any kind.
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rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in
every instance independently verify or validate information received in the rating process. Under
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
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MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and
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ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the
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Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969.
This document is intended to be provided only to "wholesale clients" within the meaning of section

761G of the Corporations Act 2001. By continuing to access this document from within Australia,
you represent to MOODY'S that you are, or are accessing the document as a representative of, a
"wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of
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Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan K.K. (“MJKK”) are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregoing statements
shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s Overseas Holdings
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This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. It
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.

