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March 18, 2011

Mr. Colin MacNaught

Assistant Treasurer

Massachusetts (Commonwealth of)
Office of Treasurer Steven Grossman
One Ashburton Place

12" Floor

Boston, MA 02108

Dear Mr. MacNaught,

We wish to inform you that on March 18, 2011, Moody’s Investors Service assigned a
rating of Aal to the Commonwealth of Massachusetts’ General Obligation Refunding

Bonds, 2011 Series B and the General Obligation Bonds, Consolidated Loan of 2011,

Series A.

In order for us to maintain the currency of our ratings, we request that you provide
ongoing disclosure, including annual financial and statistical information.

Moody's will monitor this rating and reserves the right, at its sole discretion, to revise or
withdraw this rating at any time in the future.

The rating, as well as any revisions or withdrawals thereof, will be publicly disseminated
by Moody's through normal print and electronic media and in response to verbal requests
to Moody's ratings desk.

Should you have any questions regarding the above, please do not hesitate to contact me
at 212-553-7121. =

s

Sincerely,
M . \%
Nicholas _Simue S -

Vice President /' Sénior Analyst - - -
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New Issue: MOODY'S ASSIGNS Aa1 RATINGS TO $438 MILLION OF MASSACHUSETTS GENERAL
OBLIGATION REFUNDING AND NEW MONEY BONDS

Global Credit Research - 18 Mar 2011

$17.8 BILLION OF G.0. DEBT OUTSTANDING OUTLOOK IS STABLE

State
MA
Mocdy's Rating
ISSUE . RATING
Goneral Obligation Refunding Bonds, 2011 Serles B Aai
Sala Amount $78,685,000
Expoctod Sale Date 03/221M11
Rating Descriptton General Obligation

Ganeral Obligation Bonds, Consolidaled Loan of 2011 Serles A Aaf

Sale Amount $360,000,000

Expected Sale Dato 0322111

Rating Description General Qbligation
Oplnion

NEW YORK, Mar 18, 2011 — Moody's lnvestors Service has asslgned Aat ralings lo the Commonweallh of Massachusells’ $78.5 million
General Obligation Refunding Bonds, 2011 Series B and its $360 million General Cbligation Bonds, Consolidaled Loan of 2011, Series A The
bonds are scheduled lo price on March 22. Proceeds of lhe Serles B refunding serles will be used to refund a series of cerlificates of
particlpation Issued in 1999 with expecled 13% present value savings, withoul extending final maturities, Proceeds of the now money bonds will
be used lo finance varlous capilal projecis.

SUMMARY RATING RATIONALE

The ratings reflect the commonweallh's demonslraled willingness fo cut spending and ralse revenues o close budgei gaps, a large education
and heallh care sector lhal generales high wages and thal has helped to miligale job losses in the current downturn, and debl levels that are
among the highest in the nation, The oullock Is stablo.

Credit Strengths:

— Effecliva financial management during economlc downtums, parlculary a willingness to promplly identify and close budgei gaps through
both new revenues and expendilura reductions

— Budget reserves that slill provide an adequale cushion, although a reduced one, and a stalulory mechanlsm {o replenish them going forward
— High weallh and high tevels of educalional altainment

~ The presence of large, highly-rated higher education and health care Institutions In the Boston area has lenl a degres of econemic stabllity
and have mitigated some job losses during recessfons

Cradil Challenges:

~ Managing expendilure pressures, especlally from health care and soclal services, In a lower revenue environment, although collections have
begun to Improve

— High vnemplayment perslists, although at lower levels than the natlon and employment has begun to grow slowly
- Low penslon funding levels, and debi ralios Lhal are among the highest In the nation

DETAILED CREDIT DISCUSSION

FISCAL 2011 RECENT DEVELOPMENTS

Through February (elght months of the fiscal year), Massachuselts' fiscal 2011 lax revenue collections are 8.8% grealer (approximately $1
billion) than the same period in fiscal 2010, well ahead of Lhe orlginal budget forecast of 2.9% annual growth, and the revised forecast of 6.7%
growlh, demonsiraling continued resilisnce in (he Massachusefls aconomy. lncome tax collections have been particularly strong, increasing
10.5% compared to the same perlod In the prior year. Employment has been Increasing slowly and Is reflected In stronger withholding
colleclions, which are up 6.4%, Estimaled income tax paymenls, reflecting the state's high wealth levels, are up 24.8%, and although the pace
of personal Incoms lax refunds has increased, they are still 9.8% lower than in fiscal 2010. Sales lax growth of 9.6% in part reflecls economic
improvement but also last year's Increase In the tax rale from 5.0% lo 6.25%.

While the enacled $27.6 bilfion fiscal 2011 general fund budgel included a $100 million draw on the commonwealth's Budgel Stabilization Fund




and the use of $95 million carrled forward from fiscal 2010, amld higher reverus collections and the extension of federal stimulus funds,
legislalion enacted in October eliminaled both. Based onifs current balance and the current 1ax revenue forecasl, the slavilizalion fund equals
3,99, of fiscal 2011 1ax revenue. Recently-released fiscal 2010 GAAP-basls resufis shows the commonwealth continues to malntain healthy
fund balances overall, wilh an available operaling fund balance of nearly $1.9 billion, of 9.3% of operaling revenue.

FISCAL 2012 BUDGET PROPOSAL

The recen -proposed fiscal 2012 budget refiects a 1.8% spending decrease compared to fiscel 2011. The recommended pudget solves for
the loss of $1.6 billion of federal simulus funds, a $700 million siructural shorifall from use of one-time resources in prlor years, and

million of revenues tower han the long-lterm trend. Spending reduciions are troad-based and affect nearly every spending calegory, including
some reductions In locat ald. In addition to expendilure cuis, the proposal includes the use of 4385 millon of one-lime resources, 8 notable
reduction from $1.8 biflion In fisgal 2011 and a demonsiration of the commonweallh's effors to bring the budget Into stuclural batance. Most of
thal $385 million reflects a $200 million transfer from {he stabilizalion fund, After the transfer, the siabilization fund balance would tolal $569
million, or 2.8% of forecas! fiscal 2012 lax fevenue. That cushion Is narrow put we expect the commonwealth 1o pegln to rebuild fis balance
soon: the fund receives a statlonty-required transter of 0.5% of annual lax revenue {allhough thal was suspended fof fiscal 2011), and based
on legislation enacled las! year, an¥y capttal galns colleclions greater {han $1 billion. Howevern, while a recently announced pension reform wil
provide the commonwealth with long-term savings. the 15-year extenslon of the scheduls to eliminate its unfunded liability provides 4800 milfion
in savings In fiscal 2012, also @ non-recurring action 1o provide pudgelary relief,

Flscal 2012 tax revenue Is expecled o increase by 5.3% compared 10 fiscal 2011, with 6.0% growth in personal incoms laxes, 4.6% grawihin
sales laxes and 5.9% growlnin corporale taxes.

BUDGET INCLUDES PENSION REFORM PROPOSAL

Apenslon reform propesal Included In the budgel recommendation will provide long-term penefits to the state, i enacted, Based on an updated
actuarial valuation released on QOclober 1, Massachusefts’ pension funded ratio had jmproved to 67.5% from 62.7% In 2009, although thatls siill
relatively low. Among its changes, the plan extends the funding schedule from 2025 to 2040, which reduces the fiscal 2012 contribution from
$2.2 bithon to $1.4 bilion {although that is still larger than then fiscal 2011 amount). I also Increases the retirement age to &7 for most stale
employ2os; gliminates earty refirement subsidies; Increases the pericd for calculating relirement from an average of Lhree years to live years,
and eliminates double-dipping. The proposal also would prohibit the commonweatth from making less {han the annual payment requived by the
new schedule if Investment felurns excecd expectalions: grealer—thawexpected gains would be used to shorlen the schedule. The proposal
also dedicates fulure tobacco settiemenl manies lothe commonweallh's olher posl-emp!oymenl benefils (OPEB) wrusl fund, starting in phases
in fiscal 2013. The combined ralio of Massachusetts' pension and OPEB aciuarially required conlribulions (ARC) to ravenue Is 16%, slightly
higher than average. Lefl unchecked, those cosls could limit the commonweallh's fiscal Nexdbility going {orward, but lhe new plan should help to
miligate them.

ENMPLOYMENT CONTINUES SLOW WPROVEMENT, HIGH WEALTH AND EDUCATION.ALLEVELS CHARACTERUE THE STATE

Jobs In Massachusetls have begun Lo recover, and had been al a pace slightly greater {han the nation although that has_growlh slowed In

January. January 2011 nonfarm employment Increased by 0.6% compared 10 ihe prior yeal, the ninth monthly consecutive gain; by compatison,
U8, jobs growih was 0.8%. Similarty, Massachusetls' January unemployment rate was .3% compared (0 {ha nationai rate of 9.0%

The commonwealth conlinues lobe aided by its large education and health sectof, which makes up more than 20% of emptoyment. The slate
also has alarge financlal activilles seclor, with a slgnificant mutual fund presence. The state 1s characterized by high wealth and education
lovels but with slow populalion and Job growih aver the longer run. Per capiia personal incomo In 2009 was $49,875, ranking (hird ameng the
stales. According 10 Ihe Census Bureal, the commonweaih had the highes! percentage of resldents with bachelor's degrees of any stalein
2008, which has helped to atiract and develop slanificant high \ech and defense contracting seclors. Despite the hlghty educaied popuiation,
however, during the |ast two recesslons Massachusells lost more Jobs (han tho nation and galned fewer during the expansions that followed.
Among he commonwealth's economic chatlenges ars high business and housing costs and slaw population growlh with negalive migralion
yends, indeed, high costs have pushed some suburban Boston growlh Into more affordablo New Hampshire.

HEAVY TAX-SUPPORTED DEBT LOAD

The commonwealth has 2 high debt burden, with $17.8 billion in outstanding general obligation bonds and $29 bilion in total net \ax-supported
debt. Based on Moody's 2010 stale gdebl medians, the siate's debl levels ranked second-highest amond {he 50 states on both a per-capila
hasls and as @ perceniage of personal ingome, respectively, and 1 the highest as 2 percenlags of slale gross Jomestic product. Tolal nel lax-
supported debt smounied Lo 9.2% of total parsonal Income in 2009 compared (o \he 50-state median of 2.5%.

CLOSELY MANAGED VARIAELE RATE DEBT AND SWAPS PORTFOLIO

Approximatety 20% of the commonweallh's general obligation debt is variable rale, largely swapped o fixed rates through cost-of-funds swaps,
liminating basls risk. It has reduced ils exposure 0 external liquidily facility risk through the issuance of SIFMAIRdex bonds, although the need
1o roli or take oul maturilies of those bonds creales some market access and fiquldity fisks, The commonweallh's varlable rate and derivalives
olio Is closely managed and its liquidity facilities and swap agreements contain provisions favorabla lo the commonweallh and offsetils
relatively low available cash baiances. Liquidity [acilities contaln a mix of Whree- and five-year term-out provisions thal, considering the strenglh
of Massachusetts’ markel access should provide amplo time to refinance if necessary. Swap counterpariles aré well-diversified and donot
reflect collateral posiing requirements on the parl of the commonwealth. As of January 31, the mark-to-markel value of Massachusells' swaps
was -$356 milfion. The commonweatth also malntalns a $400 milion commerclal paper program.

For cash flow purposes, the commonweailh Issued $1.2 biion of revenue anliclpation noles {RANSs)In Seplember 2010 thai have slaggered
malurity dales in April, May and June of 2011,

Quilook

The outlook for Massachusetls is stable, reflecting improving revenucs and efforls to regaln struglural budget balance, The outlook also reflecls
our expectation that the commonwealth ‘will continua to take proaciive measures 1o ¢loss budget gaps if they emerge, and that Massachusetts
will again rehuild reserves as {he economy recovers. Golng forward, heavy reliance on one-time budget solutions, lighter cash marging,
unexpecladly severs economic deterioration, or @ large Increase in lax-supported debt would pose credit concerns.



What would make the rating change - UP

— Rapld rebuilding of reserves and eslablishment of stronger consiraints on their use

— Established rend of structural budgel balance

— Reduced debt ratios relative to Moody's 50-state median

Whal would make the raling change - DOWN

—~ Protracled structural budget Imbalance driven by deeper andfor prolonged economlc downturn
- Deplation of Budgel Slabilization Fund

-- Increased leveraging of the commonwealth's resources lo pay debt service

— Narrowed cash flow that stralns the commonwealth's liquldity

PRINCIPAL METHODOLOGY

The principal methodology used In this rating was Moody's Slale Rating Malthodology published In November 2004,
REGULATORY DISCLOSURES

Information sources used lo prepare Lhe credil rating are the following: parlies involved In the ratings, public Information, and confidential and
proprietary Moody's Analytics [nformation.

Moody's Investors Service considers the quality of Informallon available on the credit salisfactory for the purposes of assigning a credit rating.

Maoody's adopls all necessary measures so lhat the Information it uses In assigning a eredt rating is of sulfigieni quality and from sources
Moody’s considers to be refiable including, when appropriate, independent third-parly sources. However, Moody's Is nol an auditor and cannotin
avery Instance Independently verify or validate Information recelved in the rating process.

Please see ratings tab on the Issuer/entily page on Moodys.com for the last rating action and the raling history,

The date on which some Credit Ratlngs were first released goes back to a Ume before Moody's Invastors Senvice's Credit Ralings were fully
digitized and accurate dala may nol be available, Consequenlly, Moody's Investors Service provides a dale that il belleves s the mos| reliable
and accurale based on lhe informalion thal Is available to it. Please see the ratings disclosure page on our website www.mcodys.com for
further informatlon.

Please ses lhe Credit Policy page on Moodys,com for the methodologies used In determining ratings, further information on the meaning of
each rating category and tha definition of default and recovery.
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2011 Moody's Investors Service, Ing. and/or ils ficensors and affifiates {(collectively, "MOODY'S"). All rights reserved,

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {"MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MA NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT




NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY, GREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORIGAL FACT, CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS GREDIT RATINGS
WTH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE,

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUY NOT LIATED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMTTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, INWHGLE OR IN PART, INANY FORMOR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All Information contalned herein is oblained by MOODY'S from sources believed by it {o ba accurate and
refiable. Because of the possibility of human or mechanical emor as well as other faclors, howsver, all information
conlalned hereln Is provided *AS IS* without warranly of any kind. MOODY'S adopts all necessary measuwes so that
the informalion it uses In assigning a credit raling is of sufficlent quality and from sources Moody's conslders (o ba
reliable, Including, when appropiials, independent third-party sources. Howaver, MOODY'S Is not an auditor and
cannol in every Instance independently verify or validate information recsived in the rating process, Under no
circumsiances shall MOODY'S have any liability to any person or entity for (a) any loss or damage In whole or In part
caused by, resulllng from, or relating to, any error {negligent or otherwise) or other clrcumstanca or contingency withln
or oulside the conlrol of MOODY'S or any of ils directors, officers, employees or agenls In connection with the
procurement, collection, compilation, analysis, inlerpretation, communication, publication or defivery of any such
informalion, or (b} any direcl, indirecl, speclal, consequential, compensatory or Incldenlal damages whalsoever
{including without limitation, losl profils), even it MOODY'S Is advised in advance of the possibility of such damages,
resulling from the uso of or Inability to use, any such information. Tha ralings, financlal reporting analysls, projeclions,
and olher observatlons, if any, constituling parl of the Information contalned hereln arg, and musl be construed solely
as, statemenls of opinlon and not statements of fact or recommendalions to purchase, sell or hold any securilies.
Each user of lhe Informatlon contalned herein must make s own sludy and evalualion of each security it may
consider purchasing, holding or seling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TRELINESS, COMPLETENESS, MERCHANTABLITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER QPINION OR INFORMATION IS GIVEN QR MADE BY MOODY'S IN ANY FORMOR
MANNER WHATSOEVER.

MS, a wholly-owned credil rating agency subsidtary of Moody's Corporallon ("MGO"), hereby discloses that most
Issuers of debt securities (including corporate and munlcipal bonds, debaniures, noles and commercial paper) and
preferred stock raled by MiS have, prior lo assignment of any rating, agreed lo pay to MIS for appralsal and raling
setvices rendered by it fees ranging from $1,500 to approdmately $2,500,000, MCO and MS also malnlaln policles
and procedures lo address the independence of MS's ralings and raling processas. Informalion regarding cerain
affiliations thal may exist between direclors of MCQ and raled entilies, and between enlilies who hold ratings from MS
and have also publicly reported to the SEC an ownershlip Interest in MCO of more Lhan 5%, Is posted annually at

under the heading “Shareholder Relations — Comorate Governance — Director and Shareholder
Affiliation Policy."

Any publication Into Auslralia of this document Is by MOODY'S affiliale, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Auslralian Financlal Services License no. 336069, This document Is intended to be provided
only to "wholesale clients™ withln the meaning of section 761G of fhe Corperations Act 2001. By continuing to access
this document from with!n Ausiralia, you represent to MOODY'S thal you are, or are accessing Lhe document as a
representative of, a "wholasale client" and that nisither you nor the enlity you represent will direclly or Ingirectly
disseminale Lhis document or its contents to "retail clients” within the meanlng of section 761G of the Corporalions
Act 2001,

Notwithstanding the foregolng, credit ralings asslgned on and after October 1, 2010 by Moody's Japan K.K. ("MIKK")
are MUKK's current opinfons of the relative fulure credit risk of enliies, credit commitments, or debt or debl-like
secuities. In such a case, “MS” In the foregoing statements shall be deemed lo ba replaced with “"MJKK®, MIKK Is a
wholly-owned credil raling agency subsidiary of Moody's Group Japan G.K., which Is wholly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsldiary of MCO.,

This credit rating Is an opinlon as lo the creditworlhiness or a debt obligation of the Issuer, not on the equity securities
of the issuer or any form of secuiily Lhal is available to retail investors. & would be dangerous for relail investors fo
make any investment declslon based on lhis credit rating. if in doubl you should contacl your financlal or olher
professional adviser,




