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Navigating the Credit Rating Process

Florida GFOA



1. What does a Moody’s credit rating represent?
2. What are the steps involved in Moody’s credit rating process?
3. How does Moody’s evaluate the credit quality of cities and counties?

4. Property tax reform
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1. Moody’s Credit Ratings



Moody’s Credit Ratings

What does a Moody’s credit rating represent?

— Moody’s credit ratings represent our forward-looking opinion of the relative credit risk of financial
obligations issued by a range of entities (governments, corporations, financial institutions, etc.).

— 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.

Source: Moody’s “Rating Symbols and Definitions: published on January 2, 2025
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Moody’s Credit Ratings

Long-Term Rating Scale

Global Long-Term Rating Scale

— Long-term ratings are assigned to

issuers or obligations with an Aaa
original maturity of eleven months or .
more.
A
— Ratings Baa and above are Bas
considered investment grade.
. . Ba
— Ratings Ba and lower are considered
speculative grade. B
Caa
Ca
C

Obligations rated Aaa are judged to be of the highest quality, subject to the lowest level of credit risk.
Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.
Obligations rated A are judged to be upper-medium grade and are subject to low credit risk.

Obligations rated Baa are judged to be medium-grade and subject to moderate credit risk and as such may possess certain speculative
characteristics.

Obligations rated Ba are judged to be speculative and are subject to substantial credit risk.
Obligations rated B are considered speculative and are subject to high credit risk.
Obligations rated Caa are judged to be speculative of poor standing and are subject to very high credit risk.

Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of recovery of principal and
interest.

Obligations rated C are the lowest rated and are typically in default, with little prospect for recovery of principal or interest.

MNote: Moody's appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through Caa. The modifier 1indicates that the obligation ranks in
the higher end of its generic rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that generic rating

category. Additionally, a “(hyb)" indicator is appended to all ratings of hybrid securities issued by banks, insurers, finance companies, and securities firms.*

Source: Moody’s “Rating Symbols and Definitions: published on January 2, 2025
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Florida cities boast relatively high credit ratings

...Aa2 median, with fewer ratings in the lower range of the scale than national peers

m % of Rated Cities in Florida = % of Rated Cities Nationally
55%

50%
45%
40%
35%
30%

25%

20%

15%

10%

= |

e B - - _
Aaa Aa1l Aa2 Aa3 A1 A2

A3 Baa1 Baa2 Baa3 Ba and Below

Ratings as of 6/10/2026
Source: Moody’s Ratings

MOODY’S
RATINGS



Florida counties boast relatively high credit ratings

...Aal median, with fewer ratings in the lower range of the scale than national peers

® % of Rated Counties in Florida = % of Rated Counties Nationally
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2. Moody’s Credit Rating Process



Moody’s Credit Rating Process

ratings.moodys.io/ratings#rating-process

D

Step 1:
Rating Request

* Issuer’s team requests

rating

* Moody’s assigns analytical
team based on sector and

security type

Step 2:
Information Gathering

* Issuer provides POS, audit,
and supporting materials

* Moody’s conducts initial
review, sends questions to
be covered in the rating
call

Step 3:
Rating Call / Meeting

Issuer’s leadership
team meets with
Moody’s

Discuss issuance, the
issuer’s credit story,
and forward-looking
expectations

Step 4:
Rating Committee

* Moody’s analytical
team creates a credit
profile, convenes
committee

* Rating committee
reviews the credit, votes
and assigns the final
credit rating

Step 5:
Deliver Rating

* Moody’s analytical

team communicates
rating to the issuer

Draft press release and
credit opinions sent to
issuer for review



2. Moody’s Approach to Assigning Ratings to Local
Governments



Moody’s Sector-based Methodologies

US Cities & Counties
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Methodology
Framework

Scorecard Indicated Rating

The methodologies used to
rate cities, counties, and K-
12 school districts include a
scorecard with key metrics
that are standard across the
sector.
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Additional Considerations

In a rating committee,
however, additional factors
and forward-looking
information are considered
that might not be fully
reflected in the scorecard.
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-

Assigned Rating

As a result, the final assigned
rating does not always match
the scorecard indicated
outcome.
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Methodology Scorecard Factors
For US Cities & Counties

UL Full Value

\

Assesses the control
l][“]l] governments have over

their revenues and 10%

Per Capi | - - expenditures, and wha
o Fconomy | o0 ,.' Institutional | i
g J / on that Hexibility
. ) T T Framework
Arriving at the \Economic
issuer rating Growth

Scorecard
Factors

. Long-term
65 Q;Fa:hacb;izgigd Liabilities Ratio
000 20% % 20%
Financial Liquidity Ratio ™ | evera ge Fixed-Costs ~
Performance Ratio
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Scoreca rd factor: Economy
US Cities & Counties

Weight Aaa Aa A Baa Ba B Caa Ca
Factor: Economy (30%)
Resident Income 10% =120% 100% - 120% 20% -100% 65% - BO%: 50% - 65% 35% - 50% 20% - 35% < 20%
(MHI Adjusted for RPP/US MHIT
Full Value per Capita 10% = 180,000 $100,000 - 60,000 - 240,000 - 525,000 - 215,000 - $9.000 - < 29,000
(Full Valuation of the Tax Base 'l $180,000 100,000 260,000 540,000 125,000 $15,000
Population)™!
Economic Growth 105 =0% )= - 0% (2515 - (1% (451 -(25)0% (708 - (45)% (109 - (7% (15)% - (10)% <{15)%

[Difference Between Five-Year
Compound Annual Growth in Real
0P and Five-Year CAGR in Real US

GD:':'B]

— “Economic Growth” = an issuer’s real GDP growth rate for the prior five years compared to the US’s real GDP
growth rate

—For cities and counties within a Metropolitan Statistical Area, we use the entire MSA’s GDP
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Scorecard factor: Finances
US Cities & Counties

Weight Aaa Aa A Baa Ba B Caa
Factor: Financial Performance (30%)
Available Fund Balance Ratio 20% 235% 25% - 35% 15% - 25% 5% - 15% 0% - 5% 15)%: - 0% 110)% - (5)% <(10)%
(Available Fund Balance = Net
Current Assets/Revenue)™
Liguidity Ratio 10% =40% 30% - 40% 20% - 30% 12.5% - 20% 5% - 12.5% 0% - 5% (5)%- 0% <(5)%

. . ; 151
(Unrestricted Cash/Revenue)

— Fund balance ratio’s numerator includes:
—Unrestricted reserves held in all governmental funds

—Net Current Assets of all enterprise funds

— Denominator includes revenues across all governmental funds and enterprise funds
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Scorecard factor: Institutional Framework

Institutional Framework:
Florida cities and counties

MOODY’S
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Factor Weight
10%

Score
Aa

Description

The majority of revenue is subject to
externally imposed caps but the
governing body can increase revenue
meaningfully without the approval of
voters or other governments. Or

The ability to meaningfully reduce
expenditures is mildly constrained by
externally imposed mandates or
restrictions.
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Scoreca rd factor: Leverage
US Cities & Counties

Wetght Ana A3 A Eaa Ea B Caa Ca
Factor: Leverage (30%)
Long-term Liabiliies Ratio 0% < 100% 005 - 200% 2007 - 350% 3500 - SO0 S00% - 0% 1008 - 007 000% - 1.100% =1100%
((Debt « ANPL « Adjusted Net OPER
+ Other Long-Term
Lizhilities)/Revenue)™
Fixed-costs Rakio W0 £10% W% -15% 15% - 20% 0% -25% 25% - 35% 35% - 45% &5% - 55% »55
(| Adjusted Fived Costs, Revenue)

— Long-term liabilities includes:
— All debt obligations regardless of security (including governmental and business-type enterprise debt)
—Moody’s adjusted net pension liability
—Moody’s adjusted net OPEB liability

— To enhance comparability of pension liabilities between rated entities, Moody’s applies a standardized discount rate to
adjust liabilities
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Other Considerations

Other
Considerations
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— The assigned rating can differ from the scorecard-indicated
rating

— Rating committee assesses considerations not reflected in
the scorecard

— Other considerations can include (but are not limited to):

- Strengths or weaknesses related to economic
concentration

- Fund specific financial considerations
- Strengths or weaknesses related to component units

- Environmental, social, or governance considerations
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Issuer and Instrument Ratings

i Instrument i
Issuer Rating Considerations Instrument Rating
Fundamental credit quality Evaluation of the legal Assigned to a specific bond
security of a specific bond and placed in relation to

the issuer rating
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4. Property tax reform



Florida Property Tax Reform

Property tax reform would limit revenue, policy choices will determine final impact

— 25% reduction in (non-school) ad valorem revenues with full implementation of the referendum

— For cities, this translate to an 11% aggregate decline in general fund revenues

— For counties, this would be a 7.2% aggregate decline in general fund revenues

— Florida cities and counties have strong reserves to mitigate the impact
— Florida cities median fund balance is 68%

— Florida counties median fund balance is 47%

— Greater risk is complete elimination of homestead property taxes in 2031

—Municipal tax levies could decline by more than 50%, according to Florida League of Cities
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Florida’s taxable values have more than doubled over the
past decade

B Taxable value

53T
$2T

S1T

$0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

[1] Taxable value
Source: Florida Department of Revenue

For distribution by Moody's only. Clients may not redistribute this content to third-parties.
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Property taxes have risen along with growth in tax bases

$ billion

M Total tax levies

$40B

$20B

$0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Total tax levies for all local governments, including school districts.
Source: Florida Department of Revenue

For distribution by Moody's only. Clients may not redistribute this content to third-parties.
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All Florida counties have significant reserves relative to
estimated revenue loss

Available fund balance relative to estimated annual revenue loss

20x
15x
10x
5X
0x

Polk (Aal)
Lee (Aal)
Bay (Aa2)

Pasco (Aal)

Citrus (Aa3)

sumter (AaZ2)
Leon (Aa2)

Collier (Aaa)
Orange (Aaa)
Pinellas (Aal)
Osceola (Aal)
Nassau (Aal)
Alachua (Aa2)

Brevard (Aa2)
St Lucie (Aa2)

et
=
=
e
=
45
™

Monroe (AaZ)
Manatee (Aaa)
Ckaloosa (Aa2)
Charlotte (Aa2)
Broward (Aaa)
Sarasola (Aaa)
Miami-Dade (Aa2)
Hernando {AaZ)
Palm Beach (Aaa)
St Johnsg (Aaa)
lscambia (Aa2)
Seminole (Aal)

Hillshorough {Aaa)

Mote that our available fund balance metric includes the net current assets of business-type activities, meaning it captures reserves that may not be available for the general fund.

Source: Moody's Ratings
For distribution by Moody's only. Clients may not redistribute this content to third-parties.
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Counties have varying exposure to reform

Estimated revenue loss for Moody's-rated counties, % of 2024 general fund revenue
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Charlotte (Aa2)
St Lucie (AaZ2)
Pasco (Aal)

St Johns (Aaa)
Citrus (Aa3)
Nassau (Aal)
Brevard (Aa2)
Sumter (Aa2)
Orange (Aaa)
Alachua (Aa2)
Manalee (Aaa)
Monroe (Aa2)
Pinellas (Aal)
Oscenla (Aal)
Broward (Aaa)
Saragsota (Aaa)
Collier (Aaa)

Seminole (Aal)
Hernando (AaZ2)

fscambia (AaZ)
Palm Beach (Aaa)
Okaloosa (Aa2)

Hillsborough {Aaa)
Miami-Dade (AaZ)

Typically a portion of the tax levy is collected outside the general fund, so this number likely overstates the exposure for many counties. The estimated revenue loss is provided by the Florida
Association of Counties, which we are scaling to county general fund revenue.
Source: Moody's Ratings, Florida Association of Counties

For distribution by Moody's only. Clients may not redistribute this content to third-parties.
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Walton (Aal)
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Valentina Gomez

Vice President — Senior Analyst, US Local
Governments
Valentina.Gomez@moodys.com
212.553.4861
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© 2026 Moody's Corporation, Moody's Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and affiliates (collectively,
“MOODY'S"). All ights 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. ANDVOR ITS AFFILIATES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND MATERIALS DO NOT CONSTITUTE OR PROVIDE LEGAL, COMPLIANCE, INVESTMENT, FINANCIAL OR OTHER
PROFESSIONAL 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 OFINIONS 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 EVALUATIOMN 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
NOMNE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REFRODUCED, 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
FRIOR WRITTEN CONSENT. FOR CLARITY, NO INFORMATION CONTAINED HEREIN MAY BE USED TO DEVELOFR, 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 OFINIONS AND MATERIALS ARE NOT INTENDED FOR USE BY ANY
PERSOMN AS A BENCHMARK AS THAT TERM 1S 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 1S™ without warranty of any
kind. MOODY'S adopts all necessary measures so that the information it uses in assigning a credit rating or assessment 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 or
assessment 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 such losses or
daman=s, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant
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financial instrument is not the subject of a particular credit rating or assessment 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 (“MCO™), 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 Classificacdo de Risco
LTDA, Moody's Local MX S.A. de C.V, .C.V., Moody's Local PE Clasificadora de Riesgo S.A., Moody's Local PA Calificadora de Riesgo
S.A., Moody’s Local CR. Calificadora de Riesgo S.A., Moody's Local ES S.A. de CV Clasificadora de Riesgo, Moody's Local RD Sociedad
Calificadora de Riesgo S.R.L. and Moody's Local GT 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. EU: In the European Union, each of Moody's
Deutschland GmbH and Moody's France SAS provide services as an external reviewer in accordance with the applicable requirements of
the EU Green Bond Regulation. 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 PRC laws
or regulations. For the purposes of this disclaimer, “PRC" refers to the mainland of the People’s Republic of China, excluding Hong Kong,
Macau and Taiwan.
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