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Rating methodologies



Rating methodologies provide consistency and
transparency to credit risk assessment

Sector based methodologies that provide for the assignment of Issuer Ratings and Instrument Ratings

Instrument Rating

Instrument
Considerations

Issuer Rating

Fundamental credit quality Evaluation of debt Placed in relation to the
instrument characteristics Issuer rating
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e 0 Illustration of the US cities and counties methodology framework
US cities &
°
counties 30% 30% o
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Sample City and County Methodology Scorecard

WEIGHTS INPUT SCORE Aaa Aa A Baa Ba B Caa Ca

Econony
Resident Income (MHI Adjusted for RPP / US MHI) 10.0% B1.1% 0.73 ==120% 100 - 120% B0 - 100% 65 - B 50 - 65% 35 - 50% 20 - 35% <20%
Full value per capita (full valuztion of the tx 10.0% 5132245 0.33 »=5180,000 4100,000 - $180,000 560,000 - S100,000 540,000 - $60,000 525,000 - 40,000 515,000 - 525,000 49,000 - 515,000 59,000
base / population)
Economic Growth |5-year CAGR real GDP - 5-year 10.0% 0.3% 0.24 ==% {1)-0% 2.5)-{1.00% 4.5)-[2.5)% 7)-[2.5)% [10) - {7)% (15) - (10)% <{15)%
CAGR US real GDP)
Financial Performance
Avazilable Fund Balance Ratio (Available Fund 20.0% 35.6% 0.29 »=35% 25 -35% 15-25% 5-15% 0-5% ({5)-0% {10} — (5% <{10)%
Balance = Met Current Assets/ Revenue)
Liquidity Ratio {Unrestricted Cash / Revenue] 10002 59.8% 0.05 »=20% 30 - 40% 20 - 30% 12.5 - 20 3-12.5% 0-5% 3)—0% <[3)%
Institutional Framework
Institutional Framewark 10002 Aa 030 Baz Az & Baa Ba B Not applicable. Mot applicable.
Leverage
Long-term Liabilities Ratio ((Debt + ANPL = 20.0% 218.1% 0.87 <= 1005 100 - 2007 200 - 350% 350 - 500% 500 - 700% 700 - S00% 200 - 1100% =1100%
Adjusted Net OPEB + Other Long-Term Liabilities) /
Revenue)
Fixed-Costs Ratio [Adjusted Fixed Costs / Revenue) 10.0% 10.0% 0.15 <=10% 10-15% 15-20% 20 - 25% 25-35% 35-45% 45-55% =55%
Notching factors
Additional strength in local resources 0.0 Oto=2
Limited 5cale of Operations 0.0 -1to
Financizl Disclosures 0.0 -2to0
Potential Cost 5hift to or from the 5tate 0.0 -lto+l
Potential for Significant Change in Leverage oo -2to #1.5
Total Factor Notching 0.0

Scorecard Indicated Outcome: Aa2

Sources: US Census Bureau, s, - WwadCity of) oty « financial statements and Moody’s Investors Service
This publication does not announce a credit rating oction. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on www.moodys.com for the most updated credit rating action information and rating history.




General approach for assigning instrument ratings

SECURITY ACTIVE CHARACTERISTICS DEBT SERVICE OTHER

FEATURES OR PASSIVE OF REVENUE BASE COVERAGE FACTORS
Do security features Does the issuer have  What is the breadth, What level of debt - Essentiality
enhance or detract the ability to adjust stability, and diversity  service coverage do . QOther instrument
from the revenue or otherwise actively  of the pledged pledged revenues specific risks or
pledge? manage the pledge? revenue base relative  provide? strengths

to the issuer?

Real Property-based Pledges

ISSUER . : . . INSTRUMENT
RATING Non-contigent General Promises to Pay and Contingent Obligations RATING

Special Tax Pledges
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Instrument
considerations for
special tax pledges

The special tax rating is notched
off of the Issuer Rating based on
the instrument considerations:

security features
active or passive

characteristics of revenue
base

debt service coverage
other factors

MOODY’S
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Special tax pledges: lllustrative notching

ISSUER
RATING

>

SECURITY
FEATURES

Non-contingent
pledge benefits
from effective legal
AND physical
separation

+1 notch

Non-contingent

pledge does not
benefit from
effective legal AND
physical separation

Primary lien
0 notch

Secondary lien
(or more)
-1 or more
notches

Contingent
pledge subject to
appropriation/
renewal/abatement
Primary lien

-1 notch*

Secondary lien
(or more)
-2 or more
notches

_|_

ACTIVE
OR PASSIVE

There is typically

no notching for
this analytical
element

0 notch

CHARACTERISTICS
OF REVENUE BASE

+

Broad revenue
base

0 notch or
-1 notch™

Somewhat broad
revenue base

-1 notch or
-2 notches**

Marrow revenue
base

-2 or
-3 notches™

DEBT SERVICE
COVERAGE

Very strong
MADS coverage
(greater than 4x)

+1 notch***

Strong MADS
coverage
(greater than 2x) +

0 notch

Solid MADS
coverage
(between 1.1x
and 2x)

-1 notch

Weak MADS
coverage
(less than 1.1x)

-2 notches

OTHER
FACTORS

+ Debt service

reserve fund and
other reserves

Rate covenant
or equivalent

Debt structure

Quality of
parental support
or management

« Essentiality of

financed asset
or project

Pledge of a fund

+ Potential for

disruption of
pledged revenues

INSTRU-
> MENT
RATING



Environmental, Social and
Governance risks (ESG)



E, S and G Issuer Profile Scoring Scale

Assessed on a five-point scale from positive to negative exposure

A

POSITIVE

A

NEUTRAL-
TO-LOW

A

MODERATELY
NEGATIVE

»

HIGHLY
NEGATIVE

_4

VERY HIGHLY
NEGATIVE

Definition
Issuers or transactions with a Positive E or S issuer profile score typically have exposures to E or S issues that carry material credit benefits.

For G, issuers or transactions typically have exposure to G considerations that, in the context of their sector, positions them strongly, with material credit benefits.

Issuers or transactions with a Neutral-to-Low E or S issuer profile score typically have exposures to E or S issues that are not material in differentiating credit quality. In
other words, they could be overall slightly credit-positive, credit-neutral, or slightly credit-negative. An issuer or transaction may have a Neutral-to-Low score because the
exposure is not material or because there are mitigants specifically related to any E or S risks that are sufficient to offset those risks.

Issuers or transactions with a Neutral-to-Low G issuer profile score typically have exposure to G considerations that, in the context of their sector, positions them as
average, and the exposure is overall neither credit-positive nor negative.

Issuers or transactions with a Moderately Negative E or S issuer profile score typically have exposures to E or S issues that carry moderately negative credit risks. These
issuers may demonstrate some mitigants specifically related to the identified E or S risks, but they are not sufficiently material to fully offset the risks.

Issuers or transactions with a Moderately Negative G issuer profile score typically have exposure to G considerations that, in the context of the sector, positions them
below average and the exposure carries overall moderately negative credit risks.
Issuers or transactions with a Highly Negative E or S issuer profile score typically have exposures to E or S issues that carry high credit risks. These issuers may

demonstrate some mitigants specifically tied to the E or S risks identified, but they generally have limited effect on the risks.

Issuers or transactions with a Highly Negative G issuer profile score typically have exposure to G considerations that, in the context of their sector, positions them weakly
and the exposure carries overall highly negative credit risks.

Issuers or transactions with a Very Highly Negative E or S issuer profile score typically have exposures to E or S issues that carry very high credit risks. While these issuers
or transactions may demonstrate some mitigants specifically related to the identified E or S risks, they are not meaningful relative to the magnitude of the risks.

Issuers or transactions with a Very Highly Negative G issuer profile score typically have exposure to G considerations that, in the context of their sector, positions them
very poorly and the exposure carries overall very high credit risks.



ESG Credit Impact Score (CIS) Scale

Score

A< ClS-1

POSITIVE

NEUTRAL- C S
TO-LOW

A

MODERATELY
NEGATIVE

HIGﬁ C I 8'4

NEGATIVE

VERY HIGHLY
NEGATIVE

Definition

For an issuer scored CIS-1 (Positive), its ESG attributes are overall considered as having a positive impact
on the rating. The overall positive influence from its ESG attributes on the rating is material.

For an issuer scored CIS-2 (Neutral-to-Low), its ESG attributes are overall considered as having a neutral-
to-low impact on the current rating; i.e., the overall influence of these attributes on the rating is non-
material.

For an issuer scored CIS-3 (Moderately Negative), its ESG attributes are overall considered as having a
limited impact on the current rating, with greater potential for future negative impact over time. The negative
influence of the overall ESG attributes on the rating is more pronounced compared to an issuer scored CIS-2.

For an issuer scored CIS-4 (Highly Negative), its ESG attributes are overall considered as having a
discernible negative impact on the current rating. The negative influence of the overall ESG attributes on
the rating is more pronounced compared to an issuer scored CIS-3.

For an issuer scored CIS-5 (Very Highly Negative), its ESG attributes are overall considered as having a
very high negative impact on the current rating. The negative influence of the overall ESG attributes on the
rating is more pronounced compared to an issuer scored CIS-4.



ESG tightly woven into cities credit analysis

US Cities & Counties Scorecard

Rating Factor Rating Environmental Social Governance
. . . Subfactor
O Environmental factors, especially physical
climate exposures, can impact economic Resident Income
growth metrics. Similarly, investment in
adaptation impacts leverage metrics Economy  Full Value per
. . Capita
O Social factors such as demographics,
income levels and ageing influence the EéO”OTh‘C
. . . row
economy, can impact financial performance
and sway leverage metrics relative to Available Fund N
revenue trends Financial Balance
o Perf
O Governance heavily influences how TR ity 2
governments operate, especially their
finances and approaches to debt, pensions 'Fnstitutions/' ﬁ
. ramewor
and other leverage metrics Governance L
Long-term PN
Liabilities _ﬂﬂl
Leverage
PO
Fixed Costs ﬂﬂﬂ
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Broader credit trends



The rapidly evolving federal policy environment is
mostly negative for US public finance

MOODY’S
RATINGS

Credit impact Negative Neutral Positive Severity @ High Medium Low

Policy risk Sectors most affected Credit impact Severity
Medicaid States, Healthcare, Local Governments o
Disaster aid All @
Loss of tax exemption All

Immigration

Affordable housing

Federal workforce & office space
Tariffs

Clean energy

Tax cuts & deregulation

Oil, gas & data centers

Federal research grants

Education funding

States, Local governments, Higher Ed, Healthcare

Housing, Local Governments

Local Governments

States, Local Governments, Housing

States, Local Governments

States, Local Governments

States, Local Governments, Utilities

All o
K-12

14



Medicaid will strain the fastest aging states

Top 10 states by forecast share of 65+ state population, by decade
40%

35%

30%

25%
20%
15%
10%
5%
0°

Wyoming Florida New Mexico Maine Arizona Delaware Vermont New Hawaii ldaho
Hampshire

>

m2024 w2034 m2044 w2054
Source: Census Bureau and Moody’s Ratings
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The frequency of billion-dollar flooding, severe storms
and tropical cyclone events is increasing

m Flooding m Severe Storm m Tropical Cyclone
30

25

20

15
1
5] I
0

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

=

Source: National Centers for Environmental Information and Moody’s Ratings
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Migration shifts
will shape credit
trajectory of US
Public Finance

Attracting international and domestic
migrants will become increasingly
important in curbing declines in
working-age population throughout the
US.

For many public finance issuers, an
area’s working-age population
trajectory influences revenue
performance, economic
competitiveness, labor availability and
operating costs.

MOODY’S
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Los
Angeles
MSA
-0.40
million

Change in population due to net migration in the 100 largest MSAs, 2024-2033
I

0 5% 10% New York City MSA

Net migration*

-0.61 million -\l

Chicago MSA
-0.54 million

Phoenix MSA
0.76 million

A

Dallas
MSA l

0.72

million ‘l

Miami MSA
0.61 million




Housing challenges have “moved” to more states
Housing affordability index

1999 2024

AK “‘
WA MT MN Wi MI “ RI MI .“
ID WY SD ‘ IL IN OH PA NJ ‘ PA “
OR NV ‘ NE MO KY WV VA MD DE “ NE MO KY “
‘ uTt ‘ KS AR TN NC SC “ KS ““
AZ OK LA MS AL GA
_

AK

C L0

} Less affordable : Average - More affordable
100 200

State level housing affordability index estimated by Moody's; an index of 100 means a family with state level
MOODY'’S medianincome has exactly enough income to afford a new mortgage on a median-priced home in that state.
RATINGS

X FL

Housing
affortability
index

Sources: National Association of Realtors, Moody's
Analytics and Moody's Ratings



State reserves below pandemic peaks, but still
historically high

mmmmm ainy Day Fund - 50 state aggregate (left axis)
s Other general fund balance - 50 state aggregate (left axis)

5450 Total balance as % of general fund expenditure - 50 state median {right axis) 45%
400 40%
5350 35%
$300 30%
z
2 5250 25%
E
$200 20%
3150 15%
$100 — 10%
* um - l )
s %
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024e 2025r
Source: National Association of State Budget Officers
MOODY’S State and Local Government Roundtable - May 2025
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City reserves remain strong

Fund balance and liquidity ratios are strong across rating levels... ...with strong growth at the lower levels since the pandemic.
2023 median Change between 2019-2023
= Fund balance ratio = Liquidity ratio = Growth in available fund balance ratic = Growth in liquidity ratio
100 25%
90
80 20%
70
60 15%
50
40 10%
30
20 5%
10
0 0%
Aaa Aaa Ba
Source: Moody's Ratings Source: Moody's Ratings
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© 2025 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates
(collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED OR OTHERWISE MADE AVAILABLE BY MOODY’S
(COLLECTIVELY, “MATERIALS”) MAY INCLUDE SUCH CURRENT OPINIONS. MOODY’S DEFINES CREDIT RISK AS THE
RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE MOODY’S RATING
SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL
OBLIGATIONS ADDRESSED BY MOODY’S CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK,
INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS,
NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY’S MATERIALS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S MATERIALS MAY ALSO INCLUDE QUANTITATIVE
MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S
ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
MATERIALS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND MOODY’S CREDIT
RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS,
ASSESSMENTS, OTHER OPINIONS AND MATERIALS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS
AND PUBLISHES OR OTHERWISE MAKES AVAILABLE ITS MATERIALS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH
SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND MATERIALS ARE NOT INTENDED FOR USE BY
RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S
CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR MATERIALS WHEN MAKING AN INVESTMENT DECISION. IF
IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW,
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE
FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY
ANY PERSON WITHOUT MOODY'’S PRIOR WRITTEN CONSENT. FOR CLARITY, NO INFORMATION CONTAINED HEREIN
MAY BE USED TO DEVELOP, IMPROVE, TRAIN OR RETRAIN ANY SOFTWARE PROGRAM OR DATABASE, INCLUDING,
BUT NOT LIMITED TO, FOR ANY ARTIFICIAL INTELLIGENCE, MACHINE LEARNING OR NATURAL LANGUAGE
PROCESSING SOFTWARE, ALGORITHM, METHODOLOGY AND/OR MODEL.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS ARE NOT INTENDED FOR USE BY ANY
PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN
ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided “AS IS”
without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in assigning a credit 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 credit rating process or in preparing its Materials.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers

disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising
from or in connection with the information contained herein or the use of or inability to use any such information, even if MOODY’S
or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of
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such losses or damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising
where the relevant financial instrument is not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers
disclaim liability for any direct or compensatory losses or damages caused to any person or entity, including but not limited to by
any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the avoidance of doubt, by law cannot
be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers,
employees, agents, representatives, licensors or suppliers, arising from or in connection with the information contained herein or
the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING, ASSESSMENT, OTHER OPINION OR INFORMATION
IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCQ”), hereby discloses
that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any credit rating, agreed to pay Moody’s
Investors Service, Inc. for credit ratings opinions and services rendered by it. MCO and all MCO entities that issue ratings under the
“Moody’s Ratings” brand name (“Moody’s Ratings”), also maintain policies and procedures to address the independence of
Moody’s Ratings’ credit ratings and credit rating processes. Information regarding certain affiliations that may exist between
directors of MCO and rated entities, and between entities who hold credit ratings from Moody’s Investors Service, Inc. and have
also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at ir.moodys.com under the
heading “Investor Relations — Corporate Governance — Charter and Governance Documents - Director and Shareholder
Affiliation Policy.”

Moody's SF Japan K.K., Moody's Local AR Agente de Calificacion de Riesgo S.A., Moody’s Local BR Agéncia de Classificagéo de
Risco LTDA, Moody’s Local MX S.A. de C.V, I.C.V., Moody's Local PE Clasificadora de Riesgo S.A., and Moody's Local PA
Calificadora de Riesgo S.A. (collectively, the “Moody’s Non-NRSRO CRAs”) are all indirectly wholly-owned credit rating agency
subsidiaries of MCO. None of the Moody’s Non-NRSRO CRAs is a Nationally Recognized Statistical Rating Organization.

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics
Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). 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. MOODY’S 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.

Additional terms for India only: Moody’s credit ratings, Assessments, other opinions and Materials are not intended to be and shall
not be relied upon or used by any users located in India in relation to securities listed or proposed to be listed on Indian stock
exchanges.

Additional terms with respect to Second Party Opinions and Net Zero Assessments (as defined in Moody’s Ratings Rating Symbols
and Definitions): Please note that neither a Second Party Opinion (“SPO”) nor a Net Zero Assessment (“NZA”) is a “credit rating”.
The issuance of SPOs and NZAs is not a regulated activity in many jurisdictions, including Singapore. JAPAN: In Japan,
development and provision of SPOs and NZAs fall under the category of “Ancillary Businesses”, not “Credit Rating Business”, and
are not subject to the regulations applicable to “Credit Rating Business” under the Financial Instruments and Exchange Act of
Japan and its relevant regulation. PRC: Any SPO: (1) does not constitute a PRC Green Bond Assessment as defined under any
relevant PRC laws or regulations; (2) cannot be included in any registration statement, offering circular, prospectus or any other
documents submitted to the PRC regulatory authorities or otherwise used to satisfy any PRC regulatory disclosure requirement;
and (3) cannot be used within the PRC for any regulatory purpose or for any other purpose which is not permitted under relevant
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1. Rating Criteria Overview

2. Federal Policy Changes We’re Watching

3. Talking with Issuers About the Challenges They Face
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S&P Global Ratings | Credit Issues That Matter

™

Medicaid Cuts

7.
TV

New Budget Legislation

Most impactful to states and
NFP hospitals, but will have a
broad reach

W

Ongoing Climate Hazards

Uncertainty is over, but
implementation likely to bring
new challenges

Policy Shifts

Extreme weather continues
to inflict uncertainty and
economic harm

Changes to federal policy
likely to reverberate at the
state and local level
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{}
vals
Tariffs

Ongoing uncertainty not
affecting most PF issuers, but
related economic impacts will
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U.S. Governments Criteria | Objectives
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Consolidate criteria

by providing a single scored framework
for U.S. governments, including states,
counties, municipalities, school districts,
and special-purpose districts

Improve consistency and
alignment

of ratings across different U.S.
governments

Increase transparency

of our methodology and assumptions to
the marketplace

Enhance global comparability

across state, local, and regional
governments globally



The Analytical Framework

Framework for ratings U.S. governments

Institutional framework

I

Individual credit profile (ICP) [ 2

Economy 20%

Financial performance  20%

Reserves and liquidit y A

Management 20%

Debt and liabilities 20%
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Stand -alone

credit p rofile
(SACP)

Modifiers and
caps,when
relevant

Holistic analysis,
when relevant
(not subject to

caps)

4

Application of
rating ab ove the
sovereign, when
relevant

[5]

Issuer
credit
rating

Application of
issue criteria,
when relevant

We determine the issuer
credit rating (ICR) by:

1 | Assessing the Institutional

Framework (IF)

Establishing the individual
credit profile (ICP)

Combining IF and the ICP to
establish the anchor

When relevant, adjusting the
anchor for credit-specific
modifiers

and caps

When relevant, applying our
methodology

for rating U.S. governments
above the sovereign



Institutional Framework

* The IF is the set of formal rules and laws,
practices, customs, and precedents
that shape the environment in which
governments operate.

* We assess the IF by state and
government type (i.e., states, counties,
municipalities, schools).

* When the legal or practical environment
for a specific local government differs
from the norm in its state (portfolio
assessment), we will assess accordingly.

S&P Global
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Predictability (25%)

The ability of a
government to forecast
its revenues and
expenditures

Revenue/expenditure balance
and system support (50%)

The ability of a government
to finance the services it
provides, and the degree of
ongoing and exceptional
support from a higher-level
government

Transparency and
accountability (25%)

The comparability of a
government's relevant
financial information



Framework For Establishing The
Individual Credit Profile (ICP)

Step 1: Establish initial assessment

Step 2: Apply qualitative adjustments

GSP--Gross state product. GCP--Gross county product. PCPI--Per capita personal income.

S&P Global
Ratings

Economy
20%

State

GSP per capita % of U.S

(50%)

State PCP| % of U.S.

(50%)
I

Local government

GCP per capita % of U.S.

(50%)

County PCPI % of U.S.

(50%)

Financial performance

20%

State

State budgetary
performance over
economic cycles

Local government

Three-year average
operating result (%)

Reserves and liquidity
20%

State

Budget-based
reserves

Local government

Available reserves
(%) of revenues

Management Debt and liabilities
20% 20%
State and State and
local government local government

Budgeting practices
(35%)

Long-term planning
(35%)

Policies
(30%)

Current cost for debt
service and liabilities
(50%)

Net direct debt
per capita
(25%)

Net pension
liabilities per capita
(25%)

l

l

l

l

Local economic profile

1

Economic volatility
and concentration

1

Economic growth
prospects

Under or overstated
operating resulis

3

Performance volatility

1

Projections suggest
different assessment

Under or overstated
reserves

1

Projections suggest
different assessment

1

Liguidity and contingent Risk management, credit
culture, and oversight

liability risks

Transparency and
reporting

1

Governance structure

J

Under or overstated
current costs

1

Under or overstated
long-term liabilities

1

Projections suggest

different assessment

v

v

\Z

\/

Final factor assessments

v




Modifiers, Caps, And Holistic Analysis

Factors that generally worsen or improve the anchor
For local governments, effective buying income is generally greater than 150% of the U.S.

For local governments, small population of less than 5,000 without an offsetting economic strength

A management assessment of '5' or worse
An excessive debt or liability burden relative to its economic base or operations
Risk of materialization of large contingent liabilities not reflected in financial information

Rapidly rising or unexpected risks

Factors that generally cap the SACP
Management assessment of '6'

Management demonstrates a current lack of willingness to pay annual appropriation debt, or support a moral
obligation pledge in full or on a timely basis

Management and reserves and liquidity assessments of '6'

There is a perceived change in the willingness to honor unconditional or guarantee debt in full or on a timely
basis, or we believe the organization may be actively considering a bankruptcy or receivership filing

S&P Global
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No. of notches

Improve by

Worsen by 1

Worsen by
1 or more

Worsen by
1 or more

Worsen by
1 or more

Worsen by
1 or more

Category capped at

‘bbb’
‘bbb’
lbbl

lbl

* Once we determine the anchor, the next step
is to apply any relevant modifiers and caps.

* Individual modifiers typically improve or
worsen the anchor by only one level, but for
certain modifiers, analysts have more
flexibility.

* The final step in the determination of the
rating is consideration of a holistic
adjustment. The holistic analysis is meant to
capture credit nuances not already factored
into the anchor.



Arriving At An Issue Credit Rating

Institutional framework

Individual credit profile (ICP)

Economy 20%

Financial performance  20%

Reserves and liquidit y 20%

Management

Debt and liabilities

S&P Global
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Stand -alone Issuer Issue
credit p rofile credit credit

Modifiers and
caps,when
relevant

Holistic analysis,
when relevant
(not subject to

caps)

rating rating

Application of * Application of *
rating ab ove the issue criteria,
sovereign, when when relevant
relevant

* There is no change to our existing criteria approach to

* “Ratings Above The Sovereign--Corporate And Government Ratings: Methodology
And Assumptions,”

* “Issue Credit Ratings Linked To U.S. Public Finance Obligors’ Creditworthiness,” and

* “Priority-Lien Tax Revenue Debt,” which remain unchanged.



U.S. Public Finance Update:
Federal Policy Changes We’re Watching
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U.S. Public Finance | What to Watch: Tariffs and Federal Policy Shifts

-

-—

O

Renegotiation of Tax

Tariffs Cuts and Jobs Act

« U.S. states « LIS, states

+ Transportation enterprises «» Acute health care providers
{LU.S. ports and tolled border

crossings) + U.S. local governments

» Water and sewer and public

power utilitios + K-12 school districts and

charters

« Higher education
» U.S. local governments & |

+ K-12 school districts and « Water and sewer and public
charters power utilities

+ Acute health care providers + Affordable housing sector

+ Affordable housing sector - Transportation enterprises

« Higher education

Credit impact could occur in 12

Monitoring for credit impacts and

~
7

Tighter border
security

+ LS. states and local
governments

» K-12 school districts and
charters

« Higher education

» Water and sewer and public
power utilities

+ Acute health care providers
« Affordable housing sector
» Transportation enterprises

to 18 months could be case-by-case

First 100 Days Recap: What We’re Watching For U.S.

S&P Global Public Finance Sectors, April 30, 2025
Ratings

|

Federal grant funding
reductions, freezes, or
workforce reductions

» LS. states

» Higher education

» .S, local governments

+ k<12 school districts and
charters

+ Water and sewer and public
power utilities

+ Acute health care providers
« Affordable housing sector

» Transportation enterprises

May not experience an immediate
creditimpact

Source: S&P Global Ratings.

Capyright @ 2025 by Standard & Poor's Financial Services LLC, All rights resarved.,
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U.S. Public Finance | New Tax and Spending Bill

Less near-term impact on ratings than
earlier proposals, but longer-term
implications for credit quality. Stability
could materialize as implementation
occurs.

U.S. states and not-for-profit health care
providers are affected by new Medicaid
stipulations . This could create financial

pressure for issuers over the longer term.

Modifications to some federal income tax

State and Local Government Spending on a Downward Trend Key Ta keaways
O
$9 1:)5 Average SALT deduction in $1 ] Lost GDP through 2034
vers,us Connecticut compared with ' due to foregone clean
. Wyoming, the highest and trl“l n energy manufacturing
$i‘),994 lowest deduction rates in 2022 ( and construction 5
Estimated percentage of 1 2 Estimated increase in
] ._"){)/(f.} Medicaid spending affected : affordable housm_g ur;ju’gs
= by Medicaid cuts over 10 years *11: over 10 years provided by
lTll“l()n housing tax credits
$2,9 Estimated investment necessary $3_4 Total size of O
“17- over 10 years to achieve good U final tax bill
trillion repair of infrastructure assets trillion

The Tax Bill Comes Due: Near-Term Risks Are Low, Long-Term
Pressures Rising For U.S. Public Finance Entities, July 7, 2025

S&P G I.O bal f--Forecast. SALT--State and local tax.

Sources: Bipartisan Policy Center/IRS, Energy Innovation Fund, Kaiser Family Foundation, Novogradac & Co., American
R at | N gs Society of Civil Engineers, CBO, Energy Information Administration, S&P Global Ratings.
Coovright @ 2025 bv Standard & Poor's Financial Services LLC. All rights reserved.

provisions could benefit individuals in
states with high tax burdens and
potentially support employees in some
industries.
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U.S. Public Finance | Federal Disaster Relief Funding Proposals Raise Risks

FEMA Plays a Critical Role in Disaster Response Key Ta keaways
vT O FEMA has historically provided reliable funding

‘ to support recovery and rebuilding efforts
T after an event.

- o States and local governments could bear a
higher share of the funding responsibility for

5% recovery if changes come to fruition.
O S&P Global Ratings believes that less FEMA
FEMA per capita ($) assistance could lead to lasting financial and
>10,000 o
ol credit pressure for states and local
[l 2000-2,250
B 10001249 governments, particularly if they are unable to
‘ e adapt to policy or financial shifts in a timely
500-749
- 250-499 manner.

“

- |
n 3 > 4
6% .

PR
N.A.%

<250

Federal Disaster Relief Funding Proposals Could Elevate
S&P Global Credit Risks For U.S. Governments, June 3, 2025

Rat| n gS Copyright @ 2025 by Standard & Poor's Financial Services LLC. All rights reserved. 14
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Credit Issues That Matter:
How Issuers Respond to Challenges is Critical

& et (5 S = @ﬁ
M Gl St o et
ol % ) g [l % ) gE[RER Tdl % )| el
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U.S. Public Finance | Top 10 Credit Characteristics of Highly Rated Issuers

Focus on structural balance

Strong liguidity management

Regular economic and revenue updates to identify shortfalls early

O S [ 2

An established rainy day/budget stabilization reserve

Prioritized spending plans and established contingency plans

= Strong long term and contingent liability management

Comprehensive multi-year financial planning

LA

v
-

L RS

Formal debt management policy

@ Capital planning process, including risk mitigation

© Well defined and coordinated economic development strategy

S&P Global
Ratings

16



U.S. Public Finance | Policy Uncertainty

Questions about POLICY UNCERTAINTY might include

Are financial
contingencies included
in the current year
budget to offset grant
or federal revenue
reductions?

Does the financial plan include out-
year gaps from reductions in grants or
federal revenues?

What flexibility is available to raise
revenue to offset reductions in state
or federal funding?

How would the
management team
prioritize current year
expenditure
reductions, if
necessary?

S&P Global
Ratings

Are any capital
projects underway that
rely on grant or federal

funds? What
alternatives are
available to cover
completion costs?

17
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U.S. Public Finance | Disaster Response and Preparedness

Questions about DISASTER RESPONSE and PREPAREDNESS might include

How will you manage
the day-to-day needs

of the community until
state or federal

support arrives?

What is your next debt service due
date, and can you confirm steps are in
place to make the payment?

Do you expect there will be any
significant disruptions to major
revenue sources?

What types of
advanced planning do
you have in place to
respond to disasters?
Were the plans
activated?

=

S&P Global
Ratings

Were your utilities or
other major
infrastructure
impacted more
severely? If so, how is
that affecting your
operations?

18
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Audience Questions

Submit your questions by
using the chat function!

COFANET ~ BNYMELLON.COM




CDFA TRAINING INSTITUTE

We offer 20+ courses in development
finance designed for all skill levels.
Learn more and register today at
www.cdfa.net

COFANET ~ BNYMELLON.COM

Upcoming Events at CDFA

CDFA Advocacy Briefing - First Look at Opportunity Zones 2.0
July 18 // 2:00 - 3:00 PM Eastern

CDFA Summer Institute
Aug 4-8 //11:00 AM - 5:00 PM Eastern

Fundamentals of Economic Development Finance Course
Intro Bond Finance Course

Intro Revolving Loan Fund Course

Intro Tax Increment Finance Course

Intro Tax Credit Finance Course

CDFA // BNY Development Finance Webcast Series: Manufacturing Expansion
with Industrial Development Bonds
Aug 19 // 2:00 - 3:00 PM Eastern

CDFA National Development Finance Summit
San Juan, Puerto Rico
October 8-10




COFA.NET

BNYMELLON.COM

Contact Us

Troy Pitman Katie Moriarty

BNY Council of Development Finance Agencies
Senior Vice President, Relationship Management Director, Knowledge & Networks Division
303-513-3448 614-705-1314

troy.pitman@bny.com kmoriarty@cdfa.net

The material contained herein is for informational purposes only. The content of this is not intended to provide
authoritative financial, legal, regulatory or other professional advice. The Bank of New York Mellon Corporation and
any of its subsidiaries makes no express or implied warranty regarding such material, and hereby expressly disclaims
all legal liability and responsibility to persons or entities that use this report based on their reliance of the information
in such report. The presentation of this material neither constitutes an offer to sell nor a solicitation of an offer to buy
any securities described herein.
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