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Understanding S&P Global’s Ratings

Credit ratings are an evaluation of an issuer’s ability and willingness to pay debt in a timely manner
e Credit ratings are forward looking

e The Ratings scale is relative and based on the creditworthiness of an issuer or credit quality of an individual

debt issue, from strongest to weakest, within a universe of credit risk

e The rating scale provides a basis for comparison across asset classes, geographies, and peers
e Criteria provide the analytic framework to derive the rating opinion

e Different criteria for different obligator and security types
e Credit ratings are not a recommendation to buy or hold a security instrument

e S&P Global ratings are opinions, not guarantees of credit quality or exact measures of the probability that a

particular issuer or particular debt issue will default
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S&P Global’s Ratings Scale

AAA

Investment Grade: Extremely strong capacity to meet financial
commitments

AA

Investment Grade: Very strong capacity to meet financial commitments

A

Investment Grade: Strong capacity to meet financial commitments, but
somewhat susceptible to economic conditions and changes in
circumstances

BBB

Investment Grade: Adequate capacity to meet financial commitments, but
more subject to adverse economic conditions

BB, B, CCC,CC,C,D

Speculative Grade
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Pennsylvania Municipalities Rating Distribution
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Determining a Credit Rating
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How is a rating determined?

We evaluate issuers based on credit fundamentals and issues/series of bonds on security type, pursuant to the
applicable criteria.

U.S. Governments Criteria published September 9, 2024 — 10,700 public ratings nationwide
. Consolidated criteria for states, counties, municipalities, school districts, and special government districts.
*  Approximately 95% of ratings remained unchanged.

Institutional Framework Individual Credit Profile
* Predictability * Economy
* Financial Performance
* Reserves and Liquidity
* Management
 Debt and Liabilities

* Revenue/Expenditure Balance and
Support

* Transparency and Accountability
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U.S Governments Criteria

Framework for ratings U.S. governments

Institutional framework

Individu al c redit p rofile (ICP) |Z|

Stand -alone Issuer
credit p rofile | credit
(SACP) rating

Econo my 20%

Financial pe rformance 20%

Reser ves and liquidit y  20% _ Modifie rs and Applic ation of
cap s, when ratingab ove the
relevant sovereign , when

Mana geme nt 20% relevant
Holisticana lysis, E

Debtand liabilities 20% when relevant
(not subjed to
caps)
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Applic ation of
issue cri teria,
when relevant

We determine the issuer
credit rating (ICR) by:

Assessing the Institutional
Framework (IF)

IZI 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

E When relevant, applying
our methodology
for rating U.S.
governments above the

sovereign



Institutional Framework
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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.
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Reserves and liquidity

Debt and liabilities

Economy
20% 20% 20%
State State State State and State and
local government local government
GSP % of U.S. State budgetary Budget-based
(50%) performance over reserves
economic cycles Budgeting practices Current cost for debt
SIEDIRAE e (35%) service and liabilities
(50%) (50%)
| | | Long-term planning
(35%) Net direct debt
Local government Local government Local government per capita
GCP % of U.S. Three-year average Available reserves Policoies (25%)
(50%) operating result (%) (%) of revenues (30%) :
Net pension
liabilities per capita
(25%)

County PCPI % of U.S.
(50%)

!

!

l

!

Local economic profile

)

Economic volatility
and concentration

{

Economic growth
prospects

Under or overstated
operating results

{

Performance volatility

{

Projections suggest
different assessment

Under or overstated
reserves

{

Projections suggest
different assessment

{

Liquidity and contingent Risk management, credit

liability risks

Transparency and
reporting

)

Governance structure

{

culture, and oversight

Under or overstated
current costs

{

Under or overstated
long-term liabilities

{

Projections suggest
different assessment

V

J

y

y

Final factor assessments

y



Bond Rating Process

Credit rating is

Issuer creates and integral to the

(eIl PZReET i1 NI ET N «Receives approval to sell i
that includes long-term bords process for:

debt e |ssuers
— e |ntermediaries
. . *Municipal advisor

Issuer hires outside «Bond Counsel e |nvestors

professional (usually) eUnderwriter (negotiated

transaction)

eCreation of offering document

. *Rating presentation
Simultaneously eCommunication with market

participants

*Rating Assigned

Final Steps *Bond sale/pricing
*Bond closing/proceeds
delivery

S&P Global
Ratings



The Rating Process in Detail

~

Management
meeting
Analysts meet with
management team to
discuss information.

Rating request
The issuer requests a
rating and signs an
engagement letter.

Prep work
Ateam of analysts
reviews pertinent
information.
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Analysis
Analysts evaluate
information and propose
the rating to a rating

committee.

Rating committee
The committee reviews the
primary analyst’s rating
recommendation and
votes on the rating.



The Rating Process in Detail

\/‘\/’\/

Surveillance
We maintain a current
rating on the rated issuer or
issue until maturity and
might contact the issuer for
updated information.

Publication
We typically publish a credit
report announcing the public

Rating committee
The committee reviews the
primary analyst’s rating
recommendation and
votes on the rating.

rating and post the rating on
www.spratings.com.

P2

Notification

We generally provide the
issuer with a pre-

publication credit report

for fact-checking and

accuracy purposes.

Post-sale
The issuer is required to
provide updated
information through the
term of the bonds.
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Credit Trends: Pennsylvania
Schools, Municipalities, and
Counties
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Pennsylvania Portfolio: Rating Distribution

Pennsylvania Schools Rating Distribution

AAA
AA+
AA

AA-

BBB+
BBB
BBB-
BB+
BB

0%
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Pennsylvania Munis Rating Distribution

AAA
AA+
AA

AA-

BBB+
BBB
BBB-

BB
BB+ H

0%

Pennsylvania Counties Rating Distribution

AAA

AA+

AA

AA-

BBB+

BBB

BBB-

30%



Credit Fundamentals

» Generally healthy reserves across the portfolio as median available fund balance positions for counties and
municipalities are 34% and nearly 47%, respectively, of operating revenue. However, many municipalities report audits
on a modified cash basis of accounting, which, in our view, weakens comparability to accrual-based peers nationwide

» Most funding for public schools comes from local revenue sources, predominately from property taxes and smaller
reliance on earned income taxes, although some district are more reliant on state aid than local revenue.

» Positive school state aid environment in recent years, however, districts that are more reliant on funding from the state
might have more difficulty balancing their budgets if state revenue does not continue to increase with inflation to meet
rising costs.

» Pension and other post employment benefits (OPEB) costs continue to be a credit pressure for Pennsylvania school
districts, often comprising nearly 15% of a district’s budget, but the state funds approximately 50% of a district’'s pension
costs, somewhat mitigating cost pressures
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Pennsylvania Schools: Medians

Pennsylvania schools: medians

BBB+ or

AAA AA+ AA AA- A+ A A- lower
Median County
GCP (%) of the
us. 129.8 127.3 86.1 77.25 66.4 63.2 63.1 92.6
Median County
PCPI (%) of the
us. 154.3 108.3 99.6 88.9 82.4 77.8 77.6 108.5
Median 3-Year
Performance
Average (%) of
Revenues 0.2 1.8 0.5 1.85 1 1.5 1.75 1.7
Median General
Fund Balance (%)
of Revenues 8.3 18.5 18.5 20.9 21.2 17.5 10.5 55
Median Debt
Service (%) of

Revenues 6.1 4.5 8.5 6.7 6.7 6.45 6.9 2.1

Median Net Direct
Debt Per Capita 1,344 2,273 2,339 1,993 1,675 1,455 1,944 998
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Pennsylvania Municipalities: Medians

Pennsylvania municipalities: medians

BBB+ or
AAA AA+ AA AA- A+ A A- lower
Median County

GCP (%) of the 78.1
us. 141.0 129.0 127.3 93.2 72.0 61.8 64.0

Median County

PCPI (%) of the 94 .6
us. 137.8 137.8 108.3 96.3 87.2 84.4 87.4
Median 3-Year

Performance

Average (%) of

Revenues 4.2 3.1 3.5 4.3 6.2 1.7 6.2
Median General

Fund Balance (%) 10.3
of Revenues 43.6 49.8 44.5 48.1 45.0 39.6 36.7

Median Debt

Service (%) of 7.2
Revenues 3.5 5.6 57 6.3 6.1 4.6 7.4

0.4

Median Net Direct
Debt Per Capita 857 692 885 1,088 949 1,393 1,801 999

S&P Global
Ratings



Pennsylvania Counties: Medians

Pennsylvania counties: medians

AAA AA+ AA AA- A+ A A-
Median County
GCP (%) of the
u.s. 114.5 93.2 77.2 127.3 57.5 57.5 46.4
Median County

PCPI (%) of the
u.s. 126.9 119.7 87.8 108.3 72.4 77.35 81.7

Median 3-Year

Performance

Average (%) of

Revenues 10.8 -2.6 1.2 0.5 94 4.0 -1.7

Median General
Fund Balance (%)
of Revenues 58.7 254 36.8 12.8 37.5 294 -0.8

Median Debt
Service (%) of

Revenues 7.3 3.8 3.9 3.4 4 4.6 5.8

Median Net Direct
Debt Per Capita 557 555 366 844 376 481 364
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What we’re watching

Federal
policymaking

Commonwealth
Credit Rating

(A+/Positive)
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Earned Income

Tax Trends ARPA Sunset

Cyber charter Aging
trends Infrastructure

Slow Population PA Economic
Growth and In- Development &
migration Job Creation

Macroeconomic
trends

Commonwealth
Budget Trends

Cyber Threats

Tourism/Hospitality
Industry

Pension Health




Thank you

Felix Winnekens
Managing Director, Head of Local
Governments Central Region

+1212 438 0313

felix.Winnekens@spglobal.com
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Copyright © 2025 by Standard & Poor’s Financial Services LLC. Al rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written
permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy,
completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an "as is" basis.
S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE
UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including,
without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to
make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors
and/or clients when making investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent
verification of any information it receives. Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever
arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to
maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

ree of charge) and

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's pubuc ratings and anatyses are made available on its Web sites,
(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at v palcom/rat ¢

Australia: S&P Global Ratings Australia Pty Ltd holds Australian financial services license number 337565 under the Corporations Act 2001. S&P Global Ratings' credit ratings and related research are not intended for and must not be distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of
the Corporations Act).

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.
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http://www.spglobal.com/ratings/usratingsfees
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