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Fitch Rates Southern Ute Indian Tribe's Adjustable Rate
GOs 'AAA'/'F1+'; Outlook Stable
Business Wire ,  Jan 11, 2007

EMAIL PRINT

NEW YORK -- Fitch assigns an 'AAA'/'F1+' rating to the Southern Ute Indian Tribe's, (the
Tribe) $175 million taxable adjustable rate bonds, series 2007. The bonds are expected
to price via negotiation with JP Morgan the week of Jan. 29, 2007. The bonds will mature
Jan. 1, 2027 and will be issued as multi modal bonds, initially in weekly variable rate
demand mode mode, with interest payable on the first business day of each month
commencing March 1, 2007. Liquidity support will be provided by the Tribe. Proceeds will
be used to fund the construction of a casino and related hotel facility. Fitch also Fitch
affirms the 'AAA'/'F1+' rating on the Tribe's $69 million outstanding series 2001
adjustable rate bonds. The long-term Rating Outlook is Stable.

The 'AAA' long-term rating reflects the pledge of the full
faith and credit of the Tribe to re-pay bond holders.
Credit strengths include the Tribe's extremely high level
of financial flexibility with tribal assets prudently
management by a highly skilled and experienced team.
The Tribe has demonstrated commitment to adherence to
its well conceived financial plan, which seeks to preserve
the financial health of the core government while
insulating it from its business operations, which are more
aggressively managed. While a significant portion of the
Tribe's revenues are derived from its oil and gas
operations, steps have been taken to diversify its
business enterprises.

The 'F1+' short-term rating reflects the strong liquidity
position and sound internal procedures the Tribe has put
in place to provide for the timely access and transfer of
funds in the event of a failed remarketing of the 2001 or
2007 bonds. In conjunction with both series of bonds,
the Tribe has entered into a standby bond purchase
agreement whereby it agrees to purchase bonds
tendered and not successfully re-marketed.

The Southern Ute Indian Tribe is a federally recognized Tribe of approximately 1,400
members with a checkerboard tribal and non-Indian land reservation totaling 700,000
acres in southwestern Colorado. The Tribe operates pursuant to a tribal constitution
originally adopted in 1936 that includes prohibition on the impairment of contracts. The
governing body of the Tribe is the seven member tribal council that is elected at large by
the tribal membership to serve staggered three year terms. The Tribe provides significant
governmental services to its membership, including education, social, health and family
services.

The series 2006 bonds are being issued to provide funding for the construction of a
casino and hotel facility that will replace the Tribe's existing Sky Ute Casino facility. The
new facility will house up to 700 gaming machines, compared to the 412 operated at the
current facility, and will include the development of a 112 room hotel, a bowling center,
miniature golf facility, and an event and conference center. The project is expected to
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open in June 2008. The current facility is healthy financially, with an operating margin of
53% in fiscal 2006. The Tribe projects that earnings before interest, taxes, depreciation
and amortization (EBITDA) will increase by 25% in the first year of operations of the new
facility.

The Tribe derives a sizable portion of its revenues from its oil and gas enterprise
operations, the majority of which are conducted by three separate companies, Red
Willow, Red Cedar and Aka Energy. All three entities remain financially healthy and have
witnessed significant growth since Fitch initially reviewed them in 2001. While each of the
three companies remain smaller than many of their peers in their respective industries,
the risk profiles of these operations are mitigated significantly by the prudent financial
structure at each firm. The relatively small debt levels at each company enable the tribe
to maximize net cash flow. The Tribe also receives a significant amount of revenues
derived from the ownership of royalty interests. In recent years, the Tribe has sought to
diversify its revenue stream away from its on-reservation natural resources operations; in
fiscal 2006 49% of its revenues were derived from off reservation or non-energy related
sources, up from 13% in fiscal 2003.

Bond security provisions require that the Tribe adhere to a financial covenant test that
limits the amount of general obligation (GO) debt outstanding to 40% of the net assets
of its primary government activities. In addition to the $175 million currently being
issued, the Tribe plans to issue an additional $50 million in GO debt in the next six
months to construct a cultural center and museum. Including the debt planned for
issuance, outstanding debt will equal 22% of fiscal 2006 primary governmental assets.

Fitch's rating definitions and the terms of use of such ratings are available on the
agency's public site, www.fitchratings.com. Published ratings, criteria and methodologies
are available from this site, at all times. Fitch's code of conduct, confidentiality, conflicts
of interest, affiliate firewall, compliance and other relevant policies and procedures are
also available from the 'Code of Conduct' section of this site.
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