XIV. Ratingul Municipiului Bucuresti

Bucurestiul a primit calificativul BB stabil, de la Agentia de Rating
Standard&Poor’s, calificativ care atribuie un rating financiar aproximativ egal cu cel al
Romaniei.

Ratingul este o opinie referitoare la abilitatea si intentia unei entitati de a-
si achita obligatiile financiare la timp. Creditul de rating masoara probabilitatea
de neachitare integrala si la timp a capitalului si a dobanzii.

Ratingurile reprezinta opinia asupra capacitatii si vointei unei autoritati locale
de a achita la timp datoriile de prim rang si negarantate integral. Acestea sunt :
e Rating-uri in moneda locala si dau informatii asupra probabilitatilor de
nerespectare a obligatiilor de plata la emisiunile in moneda locala si
e Rating-uri in moneda straina care dau informatii asupra riscurilor de transfer si
de convertibilitate si indica probabilitatea de nerespectare a obligatiilor de
plata la emisiunile in moneda straina

Conform scalei de rating Fitch, rating-urile intre ‘BBB-" si ‘AAA’ sunt
“Investment Grade” (investitii cu risc redus) — ceea ce denota asteptari reduse de risc
de credit. Cu un rating ‘AAA’, probabilitatea este aproape zero.

Rating-urile Investment Grade incurajeaza creditorii sa includa astfel de rating-
uri in portofoliile lor de credit sau de investitii. Cu cat este mai inalt rating-ul, cu atat
accesul la finantare este mai usor si in conditii mai favorabile

Rating-urile intre ‘C’ si ‘BB+’ denota probabilitatea de risc de credit care creste
exponential cu cat scade nivelul rating-ului.

Bucurestiul a intrat in randul marilor capitale ale lumii care isi pot permite sa
imprumute bani de pe pietele financiare internationale pentru ca are o evaluare a
riscului financiar.

Este pentru prima data cand Agentia Standard&Poor’s atribuie un rating
financiar unui oras din Romania.

Acest calificativ acordat Municipiului Bucuresti reprezinta rezultatele aplicarii
unei strategii coerente si a unui management eficient in perioada 2000-2004.
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STANDARD NON-U.S. PUBLIC FINANCE

LEPOOR'S

Fublication date. 12-Mary. 2004
Repnrted from RatingsDeeo

Summary: City of Bucharest
Credit Anakyas Felx Ejgel, Moscow (T) 085-T63-4060, Etena Chorotchenka, London (44] J0-T1TE-3625
Credit Fating Rationale
BEIStablel- On May 12, 2004, Standard & Poor's Ratings Services assigned its 'BB' long-

term issuer credit rating to the City of Bucharest, This is Standard & Poor's
first local and regional government rating in the Republic of Romania. The
outlook is stable.

The rating on the City of Bucharest, the capital of Romania (foreign currency:
BB/Positive/B; local cumency: BE+/Positive/B), is constrained by the city's [ow
financial flexibility, low wealth levels, high capital spending needs, expected
fast debt accumulation, and a need for better financial transparency. These
factors are mitigated by the city's strategic position as the administrative,
financial, cultural, and economic center of the country, its solid operating
budgetary performance, and the relative supportiveness of the system,

The ¢ity's financial flexibility is restricted by the very centralized Romanian
intergovernmental system. The state controls types, rates, and shares of
taxes, while modifiable revenues make up less than 10% of the city's total
revenues. The system is more supportive and predictable, however, than
other East European countries,

The city's wealth levels are low, and Bucharest's growing capital investments
do not bring additional flexibility because the city faces higher infrastructure
needs than its Central and Eastern European (CEE) peers, These
investments will lead to an increase in the city's debt by up to 1009% of its
operaling revenues over the next two to three years, from 56% in 2003, The
nisks associated with Bucharest's high debt burden and foreign cumency
exposure are to some extent mitigated by its favorable debt profile, with 10-15
year maturity and amertizing repayment of loans. This will help keep the city's
debt service below a manageable 10% of operating revenues over the next
five years.

Like many other CEE cities, the City of Bucharest needs to improve its
management systems and financial ransparency.

The city's position as the administrative, financial, cultural, and economic
center of the country contributes to the high growth of the economy and
budgetary revenues. Over the past five years, Bucharest has demonstrated
solid financial performance with an average 18.5% operating surplus, and a
mingr surplus after capital expenditures, The latter balance, however, is likely
to temporarily deteriorate to a defictt of 15%-20% of tatal revenues, awing to
the implementation of the city’s investment program, before stabilizing at a
maderate 10% of total revenues in 2006.

Outlook

The stable outlook reflects Standard & Poor's expectation that the city's
grawing economy and revenues will help the city to maintain a sound
operating surplus. Implementation of the city's ambitious investment program
will, however, be a challenge administratively and financially. Mevertheless, its
favorable debt profile will allow the city to keep its debt servicing manageable
at the "BE' rating level.

Ratings List
City of Bucharest
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« [ssuer credit rating BE/Stablel—

Analyst E-Mail Addresses
feln_ejoel@standardandpoors. com

elena_okarotchenko@standardandpoors. com
PublicFinance Europestandardandpoors com

Ratings information is available 1o subscribers of RatingsDirect, Standard &
Poor's Web-based credit analysis system, at www. ratingsdirect.com. It can
also be found on Standard & Poor's public Web site at

www standardandpoors com; under Credit Ratings in the left navigation bar,
select Find Ratings, then Credit Ratings Search. Alternatively, call one of the
faliowing Standard & Poor's numbers: London Ratings Desk (44) 20-7176-
7400, London Press Office Hotline (44) 20-T176-3605, Pans (33) 1-4420-
6708, Frankfurt (45) 69-33-999-225; Stockholm (46) 8-440-5316; or Moscow
{7) 095-783-4017. Members of the media may also contact the Eurcpean
Press Office via e-mall on: media_ewoped@standardandpoors. com

This report was reproduced from Standard & Poor's RatingzDirect, the
premier source of real-time, Web-based credi ratings and research from an
ofganization that has been a leader in objective credit anahysts for mare
than 140 years. To preview this dynamic on-line product, visit our
RatingsDirect Web site at www standardandpoors comiratingsdirect

Published by Sandard & Poor's, a Devdision of The MoGraw-Hill Comparies, Inc. Executive offices. 1221
Avenue of the Amencas, New York, MY 100200 Editonial offices: 55 Water Street. New York, NY 10041
Subscriber servces: (1) 212-438-T280. Copyright 2003 by The MeGraw-Hill Companies, Inc.
Raproduction in whaobe or in pan prohibiled sxcept by permession, All ights resenved. information has
bwan chtained by Slandard & Poor's from sources believed bo be reliable. Howsver, becauss of the
possbiity of human or mechanical eror by our sounces, Standard & Poor's or others, Standard &
Poor's does nol guarantee the acouracy, adequacy, or completeness of any information and is not
responsile for any 8Mors of OMISSons or the resull obilaned from e vse of such infomalion. Rabings
ae ptal il of opa ol Sat i of Bact or cations 1o buy, hold, or sell ary
securilies

The McGraw-Hill companies
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N European Bank

for Reconstruction and Development

Mr Traian Basescu

General Mayor

Municipality of Bucharest
B-dul Regina Elisabeta nr. 47
Sector 5, Bucharest

Romania

Dear Mr. Basescu,

I am writing to you to congratulate yourself and your colleagues 1
Bucharest receiving a BB rating from Standard and Poors. This rati
of the sound financial and managerial policies implemented by
validates the trust that was invested by the Bank through our extens
on the Bucharest Multi-sector loan. We look forward to finalising the
financing this year and to working with you to identify ne
opportunities.

Kind regards.

Yours sincerely,

\\\_ﬁ Cx et vl !.

Thomas Maier
Director, Municipal and Environmental Infrastructure
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