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APPENDIX ZC

Credit Ratings

The following table cross correlates the “grades” for long-term bonds used by the two most
frequently used rating options, Moody’s and Standard & Poor’s.

FIXED INCOME INVESTMENTS

Long-Term Bond Rating Scales

Moody’s Standard & Fitch

Poor’s
Investment grade:
Aaa AAA AAA
Aal AA+ AA+
Aa2 AA AA
Aa3 AA- AA-
Al A+ A+
A2 A A
A3 A- A-
Baal BBB+ BBB+
Baa2 BBB BBB
Baa3 BBB- BBB-
Distinctly Speculative:
Bal BB+ BB+
Ba2 BB BB
Ba3 BB- BB-
Bl B+ B+
B2 B B
B3 B- B-
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Moody’s  Standard & Eitch
Poor’s
Predominantly
speculative:
Caal CCC+ CCC+
Caa2 CCC CCC
Caa3 CCC- CCC-
Ca cC CcC
C C C
-- D D
-- NR NR
WR -- --

Moody’s Rating Definitions and Symbols

Key to Moody’s Long-Term Bond Ratings

Aaa

Aa

Bonds that are rated Aaa are judged to be of the best quality. They carry the smallest
degree of investment risk and are generally referred to as “gilt edged.” Interest payments
are protected by a large or by an exceptionally stable margin and principal is secure.
While the various protective elements are likely to change, such changes as can be
visualized are most unlikely to impair the fundamentally strong position of such issues.

Bonds that are Aa rated are judged to be of high quality by all standards. Together with
the Aaa group they comprise what are generally known as high-grade bonds. They are
rated lower than the best bonds because their margins of protection may not be as large as
in Aaa securities or fluctuation of protective elements may be of greater amplitude or
there may be other elements present that make the long-term risk appear somewhat larger
the Aaa securities.

Bonds that are rated A possess many favorable investment attributes and are to be
considered as upper-medium grade obligations. Factors giving security to principal and
interest are considered adequate, but elements may be present that suggest a
susceptibility to impairment at some time in the future.
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Bonds that are Baa are considered to be medium-grade obligations (i.e., they are neither
highly protected nor poorly secured). Interest payments and principal security appear
adequate for the present but certain protective elements may be lacking or may be
characteristically unreliable over any great length of time. Such bonds lack outstanding
investment characteristics and in fact have speculative characteristics as well.

Bonds that are rated Ba are judged to have speculative elements; their future cannot be
considered to be well assured. Often the protection of interest and principal payments
may be only moderate and therefore not well safeguarded during both good and bad
times in the future. Uncertainty of position characterizes bonds in this class.

Bonds that are rated B generally lack characteristics of the desirable investment.
Assurance of interest and principal payments or of maintenance of other terms of the
contract over any long period of time may be small.

Bonds that are rated Caa are of poor standing. Such issues may be in default or there
may be present elements of danger with respect to principal or interest.

Bonds that are rated Ca represent obligations that are highly speculative. Such issues are
often in default or have other marked shortcomings.

Bonds that are rated C are the lowest rated class of bonds, and issues so rated can be
regarded as having extremely poor prospects of ever attaining any real investment
standing.

Withdrawn

SOURCE: Bloomberg (This was updated 09/30/08)

NOTE: Moody's applies numerical modifiers 1, 2, and 3 in each generic rating classification
from Aa through Caa. The modifier 1 indicates that the obligation ranks in the higher end of its
generic rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3
indicates a

ranking in the lower end of that generic rating category.

When Moody's places a rating on watch, Bloomberg uses *+ for possible upgrade, *- for
downgrade, and * for developing.
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Standard & Poor’s Long-Term Issue Credit Ratings

Issue credit ratings are based, in varying degrees, on the following considerations:

1. Likelihood of payment - capacity and willingness of the obligor to meet its financial
commitment on an obligation in accordance with the terms of the obligation;

2. Nature of and provisions of the obligation;

3. Protection afforded by, and relative position of, the obligation in the event of bankruptcy,
reorganization, or other arrangement under the laws of bankruptcy and other laws affecting
creditor’s rights.

The issue rating definitions are expressed in terms of default risk. As such, they pertain to
senior obligations of an entity. Junior obligations are typically rated lower than senior
obligations, to reflect the lower priority in bankruptcy, as noted above. (Such differentiation
applies when an entity has both senior and subordinated obligations, secured and unsecured
obligations, or operating company and holding company obligations). Accordingly, in the
case of junior debt, the rating may not conform exactly with the category definition.

AAA

AA

BBB

An obligation rated ‘AAA’ has the highest rating assigned by Standard & Poor’s.
The obligor’s capacity to meet its financial commitment on the obligation is
extremely strong.

An obligation rated ‘AA’ differs from the highest rated obligations only in small
degree. The obligor’s capacity to meet its financial commitment on the obligation
IS very strong.

An obligation rated ‘A’ is somewhat more susceptible to the adverse effects of
changes in circumstances and economic conditions rather than obligations in higher
rated categories. However, the obligor’s capacity to meet its financial commitment
on the obligation is still strong.

An obligation rated ‘BBB’ exhibits adequate protection parameters. However,
adverse economic conditions or changing circumstances are more likely to lead to a
weakened capacity of the obligor to meet its financial commitment on the
obligation.

Obligations rated ‘BB’, ’B’, ‘CCC’, and “C’ are regarded as having significant
speculative characteristics. ‘BB’ indicates the least degree of speculation and ‘C’
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the highest. While such obligations will likely have some quality and protective
characteristics, these may be outweighed by large uncertainties or major exposures
to adverse conditions.

An obligation rated ‘BB’ is less vulnerable to non-payment than other speculative
issues. However, it faces major ongoing uncertainties or exposure to adverse
business, financial, or economic conditions which could lead to the obligor’s
inadequate capacity to meet its financial commitment on the obligation.

An obligation rated ‘B’ is more vulnerable to non-payment than obligations rated
‘BB’, but the obligor currently has the capacity to meet its financial commitment on
the obligation. Adverse business, financial, or economic conditions will likely
impair the obligor’s capacity or willingness to meet its financial commitment on the
obligation.

CCC An obligation rated ‘CCC’ is currently vulnerable to non-payment, and is dependent

CcC

upon favorable business, financial, and economic conditions for the obligor to meet
its financial commitment on the obligation. In the event of adverse business,
financial, or economic conditions, the obligor is not likely to have the capacity to
meet its financial commitment on the obligation.

An obligation rated ‘CC’ is currently highly vulnerable to non-payment.

The *C’ rating may be used to cover a situation where a bankruptcy petition has
been filed or similar action has been taken, but payments on this obligation are
being continued.

An obligation rated ‘D’ is in payment default. The ‘D’ rating category is used
when payments on an obligation are not made on the date due even if the applicable
grace period has not expired, unless Standard & Poor’s believes that such payments
will be made during such grace period. The D’ rating also will be used upon the
filing of a bankruptcy petition or the taking of a similar action if payments on an
obligation are jeopardized.

Plus (+) or minus (-) The ratings from ‘AA’ to ‘CCC’ may be modified by the addition of a

NR

plus or minus sign to show relative standing within the major rating categories.

NR means "Not Rated".
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Fitch Long-Term Issue Credit Ratings

Highest credit quality. 'AAA' ratings denote the lowest expectation of credit risk.
They are assigned only in case of exceptionally strong capacity for timely payment
of financial commitments. This capacity is highly unlikely to be adversely affected
by foreseeable events.

Very high credit quality. 'AA' ratings denote a very low expectation of
credit risk. They indicate very strong capacity for timely payment of financial
commitments. This capacity is not significantly vulnerable to foreseeable events.

High credit quality. ‘A’ ratings denote a low expectation of credit risk. The capacity
for timely payment of financial commitments is considered strong. This capacity
may, nevertheless, be more vulnerable to changes in circumstances or in economic
conditions than is the case for higher ratings.

Good credit quality. 'BBB' ratings indicate that there is currently a low expectation
of credit risk. The capacity for timely payment of financial commitments is
considered adequate, but adverse changes in circumstances and in economic
conditions are more likely to impair this capacity. This is the lowest investment-
grade category.

Speculative. 'BB' ratings indicate that there is a possibility of credit risk developing,
particularly as the result of adverse economic change over time; however, business
or financial alternatives may be available to allow financial commitments to be met.
Securities rated in this category are not investment grade.

Highly speculative. 'B' ratings indicate that significant credit risk is  present, but
a limited margin of safety remains. Financial commitments are currently being met;
however, capacity for continued payment is contingent upon a sustained, favorable
business and economic environment.

CCC,CC,C

High default risk. Default is a real possibility. Capacity for meeting  financial
commitments is solely reliant upon sustained, favorable business or economic
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developments. A 'CC' rating indicates that default of some kind appears probable.
'C' ratings signal imminent default.

“D” ratings indicate an issuer that in Fitch Ratings’ opinion has entered into
bankruptcy filings, administration, receivership, liquidation or other formal
winding-up procedure, or which has otherwise ceased business.

PIF (Paid in Full) is only used for structured finance transactions. The  tranche
has reached maturity, regardless of whether it was amortized or called early. As the
issue no longer exists, it is no longer rated.

(withdrawn) means the rating has been removed and the issue is no longer rated by
Fitch.

Indicates an entity that has failed to make due payments (within the  applicable
grace period) on some but not all material financial obligations, but continues to
honor other classes of obligations.

NR means "Not Rated".
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The following table cross correlates the “grades” used for short-term fixed-income instruments
by Moody’s , Standard and Poor’s, and Fitch.

Moody’s Standard and Poor’s  Fitch
Prime 1 (P-1) A-1 F1
Prime 2 (P-2) A-2 F2
Prime 3 (P-3) A-3 F3
Not Prime C B

D C

MOODY’S SHORT-TERM DEBT RATINGS

Moody’s short-term debt ratings are opinions of the ability of issuers to repay punctually senior
debt obligations. These obligations have an original maturity not exceeding one year, unless
explicitly noted.

Moody’s employs the following three designations, all judged to be investment grade, to indicate
the relative repayment ability of rated issuers:

¢ Issuers rated Prime-1 (or supporting institutions) have a superior ability for repayment of
senior short-term debt obligations. Prime-1 repayment ability will often be evidenced by
many of the following characteristics:

e Leading market position in well-established industries.

e High rates of return on funds employed.

e Conservative capitalization structure with moderate reliance on debt and ample
asset protection.

e Broad margins in earnings coverage of fixed financial charges and high internal
cash generation.

e Well-established access to a range of financial markets and assured sources of
alternate liquidity.
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Issuers rated Prime-2 (or supporting institutions) have a strong ability for repayment of

senior short-term debt obligations. This will normally be evidenced by many of the
characteristics cited above but to a lesser degree. Earnings trends and coverage ratios, while
sound, may be more subject to variation. Capitalization characteristics, while still
appropriate, may be more affected by external conditions. Ample alternate liquidity is
maintained.

Issuers rated Prime-3 (or supporting institutions) have an acceptable ability for repayment of
senior short-term obligations. The effect of industry characteristics and market compositions
may be more pronounced. Variability in earnings and profitability may result in changes in the
level of debt protection measurements and may require relatively high financial leverage.
Adequate alternate liquidity is maintained.

Issuers rated Not Prime do not fall within any of the Prime rating categories.

A-1

A-2

A-3

Standard & Poor’s Short-Term Issue Credit Ratings

A short term obligation rated 'A-1" is rated in the highest category by Standard & Poor's.
The obligor's capacity to meet its financial commitment on the obligation is strong.
Within this category, certain obligations are designated with a plus sign (+). This
indicates that the obligor's capacity to meet its financial commitment on the obligation is
extremely strong.

A short-term obligation rated 'A-2' is somewhat more susceptible to the adverse effects
of changes in circumstances and economic conditions than obligations in higher rating
categories. However, the obligor's capacity to meet its financial commitment on the
obligation is satisfactory.

A short-term obligation rated 'A-3' exhibits adequate protection parameters. However,
adverse economic conditions or changing circumstances are more likely to lead to a
weakened capacity of the obligor to meet its financial commitment on the obligation. A
small portion of speculative-grade credits, those with outstanding short-term
creditworthiness, may obtain an 'A-3' short-term rating(i.e., cross over to investment
grade for their short-term rating). These issuers should have relatively low default risk
over the near term, despite speculative grade characteristics over the medium to long
term.
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A short-term obligation rated 'B' is regarded as having significant speculative
characteristics. The obligor currently has the capacity to meet its financial commitment
on the obligation; however, it faces major ongoing uncertainties which could lead to the
obligor's inadequate capacity to meet its financial commitment on the obligation.

A short-term obligation rated 'B-1' has above average creditworthiness over the short
term compared to other speculative-grade issuers, despite credit concerns over the
medium to long term. They should have a combination of very strong liquidity and
limited near-term event risk.

A short-term obligation rated 'B-2' has average speculative-grade creditworthiness. They
should have adequate to good liquidity and may have limited near-term event risk.

A short-term obligation rated 'B-3' has weak speculative-grade creditworthiness. They
may have poor to merely adequate liquidity and have significant near-term event risk.

A short term obligation rated 'C' has very weak creditworthiness. They have a
combination of poor liquidity and/or significant event risk, suggesting a high near-term
default risk.

A short-term obligation rated 'D' is in payment default. The 'D' rating is used when
payments on an obligation are not made on the date due even if the applicable grace
period has not expired, unless Standard & Poor's believes that such payments will be
made during such grace period. The 'D' rating also will be used upon the filing of a
bankruptcy petition or the taking of a similar action if payments on an obligation are
jeopardized.

Fitch Short-Term Issue Credit Ratings

Highest credit quality. Indicates the strongest capacity for timely payment of financial
commitments; may have an added "+" to denote any exceptionally strong credit feature.

Good credit quality. A satisfactory capacity for timely payment of financial commitments,
but the margin of safety is not as great as in the case of higher ratings.

Fair credit quality. The capacity for timely payment of financial commitments is adequate;
however, near-term adverse changes could result in a reduction to non-investment grade.
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B Speculative. Minimal capacity for timely payment of financial commitments, plus
vulnerability to near-term adverse changes in financial and economic conditions.

C High default risk. Default is a real possibility. Capacity for meeting financial
commitments is solely reliant upon a sustained, favorable business and economic
environment.

D Default. Denotes actual or imminent payment default.

NR NR means "Not Rated".

Rating Watch and Rating Outlook Ratings are placed on Rating Watch or Rating Outlook to
indicate that there is a reasonable likelihood of a rating change as well as the likely direction of
such change. Rating Watch is typically resolved over a relatively shorter period (12 months), than
Ratings Outlook (beyond 1 to 2 years).

Indicators are designated as "Positive", indicating a potential upgrade, *Negative", for a potential
downgrade, or "Evolving", if ratings are raised, lowered, or maintained. Bloomberg uses *+ for
Rating watch Positive, *- for negative, and * for evolving.
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