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Opinion

NEW YORK, April 25, 2012 --Moody's Investors Service has assigned a Aa3 rating to the city of Whitewater's (WI)
$5.6 million General Obligation Corporate Purpose Bonds. Concurrently, Moody's has affirmed the Aa3 rating on the
city's outstanding general obligation unlimited tax debt. Post-sale, the city will have $22.9 million of outstanding
general obligation debt.

SUMMARY RATING RATIONALE

The bonds are secured by the city's general obligation unlimited tax pledge. Proceeds of the bonds will finance
capital improvement projects throughout the city and refund an outstanding bank loan. Assignment and affirmation of
the Aa3 rating reflects the city's stable local economy anchored by a state university, sound financial profile
supported by adequate reserves, and an elevated debt burden supported by rapid principal amortization.

STRENGTHS

- Stable economy that benefits from the institutional presence of the University of Wisconsin at Whitewater

- History of conservative budgeting and the presence of stable reserves

CHALLENGES

- State imposed levy limits restrict city's revenue raising flexibility

- Tax base exhibits a degree of taxpayer concentration with top 10 taxpayers comprising 18.6% of 2011 full valuation

DETAILED CREDIT DISCUSSION

LOCAL ECONOMY DOMINATED BY STATE UNIVERSITY EXPECTED TO REMAIN STABLE

We expect the city's tax base to remain stable due to the institutional presence provided by the presence of the
University of Wisconsin at Whitewater. The city is favorably located 45 miles southeast of Madison (general



obligation rated Aaa/stable outlook) and 55 miles southwest of Milwaukee (rated Aa2/stable outlook). The local
economy is dominated by the UW-Whitewater campus and, while the university's property is tax-exempt and
consequently unavailable as a taxable resource, the university is the city's largest employer with 1,500 full-time
employees and has an enrollment of approximately 11,600. Despite recent aid cuts to the state's university system,
the Whitewater campus is expected to continue to expand, albeit at a slower pace than over the last several years.

While the tax base grew at a robust average annual growth rate of 7.9% from 2002 to 2007, growth slowed in 2008
and 2009 before declining modestly by 0.3% and 0.9% in 2010 and 2011, respectively, reflecting the national
economic recession. Management anticipates the tax base will experience an additional modest decline in 2012 and
then stabilize. The city's largest tax payer is DLK Enterprises, which provides off-campus rental properties for
students and comprises 7.6% of the city's full valuation in 2011. Generac, the city's second largest taxpayer and
employer (comprising 2.3% of full valuation and employing 400), manufactures generators and gasoline engines. In
November 2011, Generac, which is based in nearby Waukesha (general obligation rated Aa1), announced plans to
add 400 new jobs, 300 of which will be in Whitewater.

At 8.8% in February 2012, the unemployment rate in Walworth County (general obligation rated Aa1) was slightly
above both the state and national rates of 7.9% and 8.7%, respectively, during the same time period. The city's
resident income profile is skewed downward given the presence of the large student population, which accounts for
roughly 80% of the total population. While the per capita income figures reflect the impact of the substantial student
population (68.7% of the state average), the median family income is much stronger at 92.1% of the state average.

SOUND FINANCIAL POSITION SUPPORTED BY CONSERVATIVE MANAGEMENT

We expect the city to maintain a sound financial position due to prudent management evidenced by relatively healthy
reserves. Since 2005, the city has maintained essentially balanced operations with the exceptions of fiscal 2008. In
fiscals 2005, 2006 and 2007 the city's General Fund balance remained stable at $2.5 million, equal to 29.5% of fiscal
2007 revenues. The city realized an operating deficit of $197,000 in fiscal 2008 due to higher than expected
expenditures related to snow and ice removal early in the year and flood clean up over the summer. While the city
did receive about $100,000 in Federal Emergency Management Agency (FEMA) reimbursement, the operating deficit
reflects the out of pocket cost incurred by the city net of the reimbursement from FEMA. Fiscal 2009 and fiscal 2010
closed with modest operating deficits of $63,000 and $85,000, which slightly reduced the General Fund reserve to
$2.2 million, or a satisfactory 25.5% of General Fund revenues. For fiscal 2011, city management budgeted for the
use of $75,000 of reserves, though a smaller operating deficit of $45,000 is expected. For fiscal 2012, the city has
budgeted to use $75,000 of reserves and reports that revenues and expenditures are tracking close to budget.
Although the city applies a modest amount of reserves to the budget each year, management does not expect to fall
out of compliance with its General Fund balance policy of holding at least 20% of the subsequent year's budget in
reserve.

Intergovernmental aid is the largest source of revenue for the city and accounted for 53.1% of General Fund
revenues in fiscal 2010. The city receives a portion of its operational revenue from state shared utility revenue.
Since the property valuation of a co-generation facility, constructed and operated by LS Power (senior secured rated
Baa3/stable outlook), is not included in the city's tax base, the utility pays tax on gross receipts to the state and the
state subsequently makes annual payments to the city based on the valuation of the utility's assets. Payments of
$750,000 began in 1997 and will continue in lesser amounts going forward. Payments are tied to the depreciated
value of the facility and therefore will decline annually unless improvements are made to the plant. The 2012
payment is budgeted at $530,000 and the minimum the payment can be is $225,000. Management uses these funds
to cash finance capital projects, in order to preserve structural fiscal balance between recurring revenues and
recurring expenditures. The second largest source of revenue, property taxes, comprised 28.2% of the city's fiscal
2010 General Fund revenues.

MANAGEABLE DEBT POSITION WITH SIGNIFICANT NON-LEVY SUPPORT; RAPID PRINCIPAL AMORTIZATION

We expect the city's debt burden will remain manageable given support from non-levy sources and rapid principal
amortization. At 3.6% and 4.6% of full valuation, the city's direct and overall debt burden are slightly elevated when
compared to state and national medians. The city's general obligation debt service is supported by revenues from
the city's water and sewer utilities as well as increment from the city's Tax Increment Districts. Debt service was the
city's largest operating expenditure in fiscal 2010 accounting for 51.5% of operating expenditures due to a large
refunding. In fiscal 2009, debt service comprised a more moderate 23.9% of the city's operating budget. Principal
amortization is rapid with 73.0% of general obligation debt repaid in ten years. The city expects to borrow $1.8
million for capital projects in 2014. Concurrent with this general obligation debt issuance, the city's water and sewer



utilities are issuing $865,000 and $1.5 million in debt supported by the net revenues of the respective systems. All of
the city's debt is fixed rate and the city is not a party to any interest rate swap agreements.

WHAT COULD MOVE THE RATING UP:

- Diversification and expansion of the tax base coupled with strengthening of the resident income profile

- Reduction in the city's direct debt burden

WHAT COULD MOVE THE RATING DOWN:

- Multi-year trend of operating deficits leading to limited reserves and liquidity

- Deterioration of the tax base and resident income profile

KEY STATISTICS

2010 Census population: 14,390 (7.1% increase since 2000)

2011 Full valuation: $632 million

Estimated full valuation per capita: $43,902

2006-2010 Per capita income: $18,288 (68.7% of state; 66.9% of US)

2006-2010 Median family income: $59,747 (92.1% of state; 94.9% of US)

Walworth County unemployment rate: 8.8% (state at 7.9%; US at 8.7%)

Fiscal 2010 General Fund balance: $2.2 million (25.5% of General Fund reserves)

Fiscal 2010 General Fund net cash balance: $1.9 million (21.7% of General Fund revenues)

Principal amortization (10 years): 73.0%

Direct debt burden: 3.6%

Overall debt burden: 4.6%

Post-sale general obligation debt outstanding: $22.9 million

PRINCIPAL METHODOLOGY USED

The principal methodology used in this rating was General Obligation Bonds Issued by U.S. Local Governments
published in October 2009. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

The Global Scale Credit Ratings on this press release that are issued by one of Moody's affiliates outside the EU
are endorsed by Moody's Investors Service Ltd., One Canada Square, Canary Wharf, London E 14 5FA, UK, in
accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencies. Further
information on the EU endorsement status and on the Moody's office that has issued a particular Credit Rating is
available on www.moodys.com.

For ratings issued on a program, series or category/class of debt, this announcement provides relevant regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides relevant regulatory
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides relevant regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that



would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.

Information sources used to prepare the rating are the following: parties involved in the ratings, parties not involved
in the ratings, and public information.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the
purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a 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.

Please see the ratings disclosure page on www.moodys.com for general disclosure on potential conflicts of interests.

Please see the ratings disclosure page on www.moodys.com for information on (A) MCO's major shareholders
(above 5%) and for (B) further information regarding certain affiliations that may exist between directors of MCO and
rated entities as well as (C) the names of entities that hold ratings from MIS that have also publicly reported to the
SEC an ownership interest in MCO of more than 5%. A member of the board of directors of this rated entity may also
be a member of the board of directors of a shareholder of Moody's Corporation; however, Moody's has not
independently verified this matter.

Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com for further
information on the meaning of each rating category and the definition of default and recovery.

Please see ratings tab on the issuer/entity page on www.moodys.com for the last rating action and the rating history.

The date on which some ratings were first released goes back to a time before Moody's ratings were fully digitized
and accurate data may not be available. Consequently, Moody's provides a date that it believes is the most reliable
and accurate based on the information that is available to it. Please see the ratings disclosure page on our website
www.moodys.com for further information.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.
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IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

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
between entities who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the
heading "Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation
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
the Corporations Act 2001.

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
Inc., a wholly-owned subsidiary of MCO.

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.


