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Research Update:
Ratings On 35 Eurozone Public Finance Entities

On CreditWatch With Negative Implications
Following Sovereign Actions

Overview

e Under our nethodol ogy applicable to | ocal and regi onal governnents (LRGs)
and their related sovereigns, we generally cap the ratings on LRGs based
on the long-termrating on the rel ated sovereign.

» Consequently, follow ng the placenent of our ratings on eurozone
sovereigns on CreditWatch with negative inplications, we are also placing
our ratings on 30 eurozone LRGs on CreditWatch with negative inplications.

« W also are placing three Spanish LRGs with special "Foral" status, and
Muni ci pal ity Finance PLC and Munici pal Quarantee Board on CreditWtch
with negative inplications.

« W expect to resolve the CreditWatch status on the LRGS, as well as
Muni ci pal ity Finance PLC and Munici pal Cuarantee Board, once the
CreditWatch status on their rel ated soverei gn has been resolved. In those
cases, the resolution may result in downgrades by up to two notches
dependi ng on the resolution for the related sovereigns.

e W expect to resolve the CreditWatch status of the three Spani sh Foral
LRGs once we assess the inpact of the rising systenmic issues in the
eurozone on their credit standing.

Rating Action

On Dec. 7, 2011, Standard & Poor's Ratings Services placed a nunber of |ocal
and regional governments and public finance entities on CreditWatch with
negative inplications in the follow ng countri es.

Austri a:

State of Tyrol

State of Upper Austria

Cty of Vienna (unsolicited)

Ratings on Austrian LRGs may be downgraded by one notch, if at all, in line
with the rating on the sovereign.

Bel gi um

Regi on of Brussel s-capital

Conmuni ty of Fl anders

Rati ngs on Bel gium LRGs nmay be downgraded by one notch, if at all, in line
with the rating on the sovereign.

Fi nl and:
Muni ci pality Finance PLC
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Muni ci pal Guar ant ee Board
Rati ngs on Finnish public finance entities may be downgraded by one notch, if
at all, inline with the rating on the sovereign.

France:

Cty of Paris

Region Il e de France

Ratings on French LRGs nmay be downgraded by up to two notches, if at all, in
line with the rating on the sovereign.

Cer many:

State of Saxony

State of Bavaria

Ratings on German LRGs may be downgraded by one notch, if at all, inline with
the rating on the sovereign.

Italy:

Cty of Bol ogna

Regi on of Marches

Provi nce of Rome

Cty of Rone

Regi on of Sicily

Regi on of Enilia-Romagna

Aut onompbus Regi on of Friuli-Venezia Gulia

Regi on of Liguria

Cty of Mlan

City of Cenoa

Cty of Turin

Cty of Florence

Regi on of Unbria

Regi on of Canpani a

Ratings on Italian public finance entities may be downgraded by up to two
notches, if at all, inline with the rating on the sovereign.

Spain (normal status regions):

Aut onomous conmuni ty of Aragon

Aut ononpbus community of Galicia

Aut ononmpous community of Canary | sl ands

Aut ononpus comrunity of Madrid

Aut ononmous conmuni ty of Andal usia

City of Barcel ona

Provi nce of Barcel ona

Rati ngs on Spanish LRGs entities my be downgraded by up to two notches, if at
all, inline with the rating on the sovereign.

Spain (special Foral status entities):

Al t hough they are not capped by the sovereign rating, we are also placing on
CreditWatch with negative inplications the following entities:

Aut ononpbus community of Basque Country
Aut onomous conmunity of Navarre
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Historical territory of Bizkaia

Rati ngs on special Foral status entities may be lowered as a result of rising
system c issues in the eurozone, which may pronpt us to individually reassess
their overall links with Spain, in the context of a potential weakening of the
sovereign credit profile.

Rationale

In accordance with our methodol ogy applicable to LRGs and their rel ated
soverei gns, we capped the ratings on LRGs at the sane | evel as their
respecti ve sovereigns (see "Mthodol ogy: Rating A Regional O Local Government
Hi gher Than Its Sovereign," published Sept. 9, 2009).

Under our criteria, an LRG can be rated higher than its sovereign only if we
expect it to exhibit characteristics including:

e The ability to maintain stronger credit characteristics than the
sovereign in a stress scenario. This includes, anong other factors, |ack
of dependence on the sovereign for any appreciable share of its revenues,
and a nore diverse and weal thy econony than the national econony;

e An institutional framework that limts the risk of negative sovereign
i ntervention; and

» The ability to nmitigate negative sovereign intervention through high
financial flexibility and i ndependent treasury managenent. (see
"Met hodol ogy: Rating A Regional Or Local Governnent Higher Than Its
Sovereign").

At this stage, we do not believe that the 30 LRGs currently placed on
CreditWatch neet these criteria, and hence they cannot be rated above the
sover ei gn.

In contrast with the other 30 LRGs, we believe that the three Spani sh Fora
entities display the above characteristics, which allows themto be rated
above the sovereign. However, we are placing the ratings on Foral entities on
CreditWatch due to our viewthat rising systemc stress in the eurozone m ght
weaken their credit standing. More specifically, systemc stress may pronpt a
reassessnent of their overall institutional and economic links with Spain, in
[ight of a potential weakening of the sovereign's credit profile.

Qur actions on Minicipality Finance PLC and Muni ci pal Guarantee Board refl ect
our view that these two entities are highly dependent on the creditworthiness
of the Finnish LRG sector, which in turn is interrelated with the sovereign's
credit standing. Ratings on Municipality Finance PLC and Muini ci pal Guarantee
Board hinge on the joint support of the Finnish |ocal governnent sector. This
support is formalized in the joint pro-rata municipal guarantee provided to
Muni ci pal Guarantee Board, which in turns extends it exclusively to
Muni ci pality Finance. In addition, we do not consider that the Finnish LRG
sector neets our criteria for ratings higher than those of the sovereign, as
descri bed above.
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CreditWatch

The pl acenent of the ratings on LRGS, as well as Minicipality Finance PLC, and
Muni ci pal Guarantee Board, on CreditWatch with negative inplications mrror
the simlar actions on their related sovereigns. The CreditWatch status
reflects our view that we could | ower the respective ratings, all other things
bei ng equal, should we |ower our ratings on their related sovereigns.

We expect to resolve the CreditWatch status of the ratings on these entities
following the resolution of the CreditWatch status of their related
sovereigns. The resolution nay result in an affirmation, or a downgrade by one
or two notches, depending on final action on the related sovereign (see
"Standard & Poor's Puts Ratings On Eurozone Sovereigns On CreditWatch Wth
Negative Inplications," Dec 5, 2011).

We expect to resolve the CreditWatch status of the ratings on the three Foral
Spani sh entities that are not capped at the sovereign | evel once we assess the
i mpact of the rising systemic stress in the eurozone on their credit standing.
W may reassess the overall links of these Foral entities and Spain, in the
context of a possible weakening of the sovereign's credit profile.

Related Criteria And Research

Al articles listed below are available on RatingsDirect on the G obal Credit

Portal, unless otherw se stated.

 Met hodol ogy For Rating International Local And Regi onal Governments,
Sept. 20, 2010

 Met hodol ogy: Rating A Regional O Local Governnent Hi gher Than Its
Sovereign, Sept. 9, 2009

e Standard & Poor's Puts Ratings On Eurozone Sovereigns On CreditWatch Wth
Negative Inplications,, Dec 5, 2011

Ratings List

Ratings Affirned; CreditWatch Action
The ratings listed below are issuer credit ratings.

To From
State of Tyrol
Long- Term I ssuer Credit Rating AAA/ Wat ch Neg AAA/ St abl e
Short-termlssuer Credit Rating A-1+ A-1+
State of Upper Austria
Long-term Issuer Credit Rating AAA/ Vat ch Neg AAA/ St abl e
Short-termlssuer Credit Rating A-1+ A-1+
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City of Vienna (unsolicited)
Long-term | ssuer Credit Rating
Short-termlssuer Credit Rating

Regi on of Brussel s-Capital
Conmuni ty of Flanders
Long-term Issuer Credit Rating
Short-termlssuer Credit Rating
Muni ci pality Finance PLC
Long-term I ssuer Credit Rating
Short-termlssuer Credit Rating
Muni ci pal Guar ant ee Board
Long-term | ssuer Credit Rating
Short-termlssuer Credit Rating
Cty of Paris
Long-term Issuer Credit Rating
Short-termlssuer Credit Rating
Regi on of Il e-de-France
Long-term I ssuer Credit Rating
Short-termlssuer Credit Rating
State of Saxony
Long-term | ssuer Credit Rating
Short-termlssuer Credit Rating
State of Bavaria
Long-term Issuer Credit Rating
Short-termlssuer Credit Rating
Cty of Bol ogna
Regi on of Marches
Provi nce of Rome
Cty of Rone
Regi on of Sicily

Regi on of Emi|ia-Romagna

AAA/ Vat ch Neg
A1+

AA/ Wat ch Neg/ - -

AA/ Wat ch Neg
A- 1+

AAA/ Wat ch Neg
A1+

AAA/ Vat ch Neg
A 1+

AAA/ VWt ch Neg
A- 1+

AAA/ Wat ch Neg
A1+

AAA/ Vat ch Neg
A 1+

AAA/ VWt ch Neg
A- 1+

A WAt ch Neg/ - -
A/ Wat ch Neg/ - -
A/ Wat ch Neg/ - -
A/ WAt ch Neg/ - -
A VWAt ch Neg/ - -

A WAt ch Neg/ - -

Aut ononmous Regi on of Friuli-Venezia Gulia

Regi on of Liguria
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A VWt ch Neg/ - -

A WAt ch Neg/ - -

Following Sovereign Actions

AAA/ St abl e
A1+

AA/ Negati ve/ - -
AA/ Negati ve
A- 1+

AAA/ St abl e
A1+

AAA/ St abl e
A1+

AAA/ St abl e

A- 1+

AAA/ Negati ve
A1+

AAA/ St abl e
A1+

AAA/ St abl e

A- 1+

Al Negative/ - -
Al Negative/ - -
Al Negat i ve/ - -
A/ Negat i ve/ - -
Al Negat i ve/ - -
Al Negative/ - -
Al Negative/--
Al Negative/ - -
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Cty of Mlan A WAt ch Neg/ - - Al Negative/ - -
Cty of CGenoa A WAt ch Neg/ - - Al Negative/ - -
Cty of Turin A/ Wat ch Neg/ - - Al Negative/ - -
City of Florence A-/Watch Neg/ - - A-/ Stabl e/ --

Regi on of Unbria A/ WAt ch Neg/ - - Al Negat i ve/ - -

Regi on of Canpani a A-/Watch Neg/ - - A-/ Negati ve/ - -
Aut ononmous Conmuni ty of Aragon AA-/ WAt ch Neg/-- AA-/ Negati ve/ - -

Aut ononmous Conmunity of Galicia AA-/ Wat ch Neg/ A-1+ AA-/ Negative/ A1+

Aut ononpous Community of Canary | sl ands

AA-/ Wt ch Neg/ - - AA-/ Negati ve/ - -
Aut ononmous Conmunity of Madrid AA-/ Watch Neg/ A-1+  AA-/ Negative/ A- 1+
Aut ononmous Community of Andal usia A+ Watch Neg/-- A+/ Negative/ - -
City of Barcel ona

AA-/ WAt ch Neg/ - - AA-/ Negati ve/ - -
Provi nce of Barcel ona AA-/ Wat ch Neg/ - - AA-/ Negati ve/ - -

Spain (special Foral status entities):
Aut onomous Conmunity of the Basque Country

AA+/ Wat ch Neg/ - - AA+/ Negati ve/ - -
Aut onomous Conmunity of Navarre

AA+/ Wt ch Neg/ - - AA+/ Negati ve/ - -
Hi storical territory of Bizkaia

AA/ Wt ch Neg/ A- 1+ AA/ St abl e/ A- 1+

Conplete ratings information is available to subscribers of RatingsDirect on
the G obal Credit Portal at www gl obal creditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press O fice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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