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RATING ACTION COMMENTARY

Fitch Revises UGI Utilities Rating Outlook to Negative; Affirms 'A-'
IDR

Mon 14 Aug, 2023 - 2:03 PM ET

Fitch Ratings - New York - 14 Aug 2023: Fitch Ratings has affirmed UGI Utilities, Inc.'s

(UGIU) Long-Term Issuer Default Rating (IDR) at 'A-'. The Rating Outlook has been revised

to Negative from Stable.

The revised Outlook reflects linkage with corporate parent, UGI Corporation (UGI; not

rated). Fitch believes unabated or worsening challenges at UGI's unregulated operations

could lead to adverse credit rating action at UGIU in the coming 18 months-24 months

under Fitch's parent and subsidiary rating linkage criteria.

UGIU's ratings are supported by the relatively low-risk business profile of its regulated,

predominantly natural gas distribution operations, supportive regulation in Pennsylvania,

healthy customer growth and solid FFO leverage for its rating category. FFO leverage is

expected by Fitch to approximate 4.2x and 4.0x in 2023 and 2024, respectively, versus 3.8x

in 2022, well-below the utility's 4.5x downgrade sensitivity and consistent with UGIU's

current IDR.

In a constructive development from a credit perspective, Pennsylvania regulators approved

a settlement of UGIU's natural gas base rate case, including a $49 million rate increase and

authorization of a pilot weather normalization adjustment (WNA) rider in an order issued

September 2022.

KEY RATING DRIVERS

Low Business Risk Profile: UGIU exhibits a low-risk business profile consisting of regulated

natural gas and electric distribution operations. Over 95% of operating income is derived

from UGIU's natural gas distribution segment with the remainder from the electric

segment. UGIU has made significant progress modernizing its pipeline infrastructure,
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reducing operating risk. Approximately 92% of UGIU's gas mains are comprised of

contemporary plastic and coated steel pipes, with 7% bare steel and 1% cast iron pipes.

Cast iron pipes are expected to be fully replaced by March 2027, and bare steel pipes by

September 2041.

Supportive Regulation: Fitch believes Pennsylvania utility regulation is constructive from a

credit perspective. Utilities include fully projected test years in general rate cases. UGIU's

natural gas distribution utility is eligible for pipe replacement ratemaking recovery

between rate cases under the Distribution System Improvement Charge (DSIC). For the

purposes of calculating quarterly adjustments to revenue collected under the DSIC, UGIU

is allowed a 10.2% ROE. The utility also receives timely recovery of investments under the

Growth Extension Tariff (GET Gas) program. Natural gas costs are passed through to

customers via a purchased gas cost (PGC) tariff.

Recent Regulatory Developments: In a constructive development from a credit perspective,

UGIU received a final order from the PAPUC authorizing a $49 million annual rate increase

to be phased-in via an initial $38 million annual increase that went into effect Oct. 29, 2022

and an $11 million annual rate increase effective Oct. 1, 2023. The rate increase represents

approximately 59% of the company's annual revenue increase request as originally filed.

UGIU filed the rate case in January 2022, supporting an $83 million rate hike based on an

11.20% ROE a 55.1% equity ratio and a test YE Sept. 30, 2023.

The commission order, issued in September 2022, also approved a WNA rider pilot

program, authorized implementation of a DSIC and prohibits the company from filing

another rate case until Jan. 1, 2024. In addition, UGIU's electric utility filed a settlement in

its electric base rate case with the PAPUC. If approved, the settlement would result in a

base rate increase of $8.5 million. Fitch believes the settlement, if finalized would be a

credit supportive development.

Weather Normalization Rider: The WNA rider is being implemented as a five-year pilot

program beginning Nov. 1, 2022. Over the past several years, weather in UGIU's service

territory has been warmer than normal which has negatively impacted utility volumes. In

the winter of 2022-2023, implementation of the WNA was a significant offset to lower

billings resulting from mild winter weather. Under the PAPUC approved WNA, residential

and small commercial customer billings for distribution services are adjusted (monthly) for

weather related impacts exceeding the 3% threshold.

Healthy Customer Growth: UGIU added, on average, approximately 12,000 new gas

heating customers annually over the past five years. Over the past decade, UGIU compound
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annual customer growth rate was approximately 1.5%. Customer growth at UGIU is driven

primarily by conversions from oil- and electric-based heating systems to natural gas and

new home. UGIU sources approximately 99% of its gas from the Marcellus Shale, which is

one of the most abundant natural gas producing formations.

Large Capex Program: Capex totaled $463 million in 2022, an 18% increase from $392

million in 2021. Management expects capex to increase and additional 8% in 2023 to

approximately $500 million in 2023. The relatively high level of capex is driven by expected

growth and system betterment investment. Roughly 90% of planned investment is

expected to be recovered within 12 months. Since 2012, pipeline replacement and

betterment investment has increased the 12,500-mile pipeline system's percentage of

contemporary materials to 92% from 85%, with the remaining 8% and 15%, respectively,

composed of bare steel or cast-iron pipe.

Credit Metrics Consistent with Rating: UGIU's financial profile is supported by a

conservative capital structure and low leverage. FFO leverage was 3.8x in 2022 and is

projected by Fitch to approximate 4.2x in 2023 and 4.0x in 2024. While projected leverage

drifts above 4.0x in 2023, based on Fitch's projections, FFO leverage remains well-below

the agency's downgrade threshold of 4.5x, underscoring UGIU's strong credit profile when

considered with the utility's relatively low business risk profile and balance regulatory

environment.

Parent/Subsidiary Linkage: There is a parent subsidiary relationship between UGIU and its

owner, UGI Corporation (UGI Corp.; not rated). Fitch believes UGIU has a stronger

standalone credit profile (SCP) than UGI Corp. given the utility's relatively low business risk

profile, solid cash flows and credit supportive rate regulation. Fitch has followed the weak

parent/stronger subsidiary path provided under its parent and subsidiary linkage criteria.

Legal ring-fencing is porous, given the general protections afforded by regulatory oversight

which include capital structure and dividend restrictions. Access and control are also

porous. UGI Corp. is dependent on cash distributions from its subsidiaries, including UGIU,

to meet its obligations and is the only source of equity for UGIU. Incremental pressure on

UGI's non-utility operations could impact UGIU creditworthiness in the near- to

intermediate-term. UGIU has direct access to capital markets and is managed separately

from UGI Corp.'s other subsidiaries.

West Reading Explosion Investigation: On March 24, 2023, an explosion occurred in West

Reading, Pennsylvania which resulted in seven fatalities, significant injuries to eleven

others, and extensive property damage in an area served by UGIU. While an investigation is
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underway into the disaster, the cause of the explosion has not yet been determined. Claims

have been filed against UGIU and the utility is involved in lawsuits in connection with the

West Reading explosion.

Fitch believes the explosion and related litigation is a nascent source of uncertainty from a

credit perspective, pending future developments. Fitch notes the company is cooperating

with the investigation and has insurance to cover potential third-party exposure, if any.

Fitch believes potential exposure to the company related to the West Reading explosion is

manageable within UGIU's current rating category.

DERIVATION SUMMARY

UGIU is well-positioned relative to its similarly rated peers Southwest Gas Corporation

(SWG; A-/Stable) and DTE Gas Company (DTE Gas; BBB+/Stable). UGIU enjoys a

constructive regulatory environment in Pennsylvania, similar to SWG and DTE Gas. UGIU

and DTE Gas operate primarily in one state, whereas SWG has somewhat greater

geographic diversity, operating in Arizona, Nevada and California. Unlike SWG and DTE

Gas, UGIU does not have revenue decoupling.

However, Pennsylvania regulators, in a constructive development, approved a weather

normalization adjustment rider in UGIU's last base rate case. UGIU's FFO leverage is

expected to approximate 4.2x in 2023, which compares with an estimated 5x each for SWG

and DTE Gas.

KEY ASSUMPTIONS

Fitch's Key Assumptions Within the Rating Case for the Issuer:

--Customer growth CAGR of approximately 1.5%;

--Capex totals $500 million in 2023;

--Continued utilization of the DSIC mechanism to timely recover pipeline replacement and

system betterment investment;

--Implementation of weather normalization adjustment mechanism as approved in the

commission's September 2022 order in UGIU's base rate case.

RATING SENSITIVITIES

Factors that could, individually or collectively, lead to positive rating action/upgrade:
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--Given the sizable multiyear capital investment program, positive rating actions are not

likely at this time. Nevertheless, if FFO leverage is below 3.5x on a sustained basis, UGIU

could be upgraded;

--Reduction in EBITDA leverage to UGI Corp.'s publicly stated 3.0x-3.5x target level.

Factors that could, individually or collectively, lead to negative rating action/downgrade:

--A sustained weakening of FFO leverage in excess of 4.5x;

--Significant, unexpected deterioration in rate regulation;

--Meaningful deterioration in parent UGI Corp.'s SCP.

BEST/WORST CASE RATING SCENARIO

International scale credit ratings of Non-Financial Corporate issuers have a best-case

rating upgrade scenario (defined as the 99th percentile of rating transitions, measured in a

positive direction) of three notches over a three-year rating horizon; and a worst-case

rating downgrade scenario (defined as the 99th percentile of rating transitions, measured in

a negative direction) of four notches over three years. The complete span of best- and

worst-case scenario credit ratings for all rating categories ranges from 'AAA' to 'D'. Best-

and worst-case scenario credit ratings are based on historical performance. For more

information about the methodology used to determine sector-specific best- and worst-case

scenario credit ratings, visit https://www.fitchratings.com/site/re/10111579.

LIQUIDITY AND DEBT STRUCTURE

Adequate Liquidity: As of June 30, 2023, UGIU had $317 million of available borrowing

capacity after consideration of $108 million drawn on its revolving credit facility (RCF),

which matures in June 2024. The utility also has $130 million of term loan debt as of June

30, 2023.

UGIU is expected to be cash flow negative 2023-2024 owing, in large part, to its elevated

capex program. The utility's $425 million RCF provides adequate liquidity in Fitch's view

along with access to debt capital markets and equity infusions as needed from its corporate

parent, UGI Corp. Since UGIU is a relatively small debt issuer, it does not issue index-

eligible paper and utilizes bank lending and private placement for much of its long-term

funding requirements.
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In addition to its large capex program, UGIU has seasonal liquidity needs to manage

inventory ahead of, and carry customer receivables during, the winter heating season. We

believe UGIU's bank lines provide sufficient capacity to meet working capital needs. Peak

borrowings generally occur early in the winter heating season when UGIU's investment in

working capital is greatest. Scheduled long-term debt maturities are manageable, in Fitch's

opinion, with approximately $6 million-$7 million of long-term debt due 2023-2025 and

$281 million in 2026.

ISSUER PROFILE

UGI Utilities provides natural gas and electric distribution services in parts of Pennsylvania.

The utility's gas LDC accounts for approximately 95% of operating income with electric

distribution representing the remainder.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF
RATING

The principal sources of information used in the analysis are described in the Applicable

Criteria.

ESG CONSIDERATIONS

The highest level of ESG credit relevance is a score of '3', unless otherwise disclosed in this

section. A score of '3' means ESG issues are credit-neutral or have only a minimal credit

impact on the entity, either due to their nature or the way in which they are being managed

by the entity. Fitch's ESG Relevance Scores are not inputs in the rating process; they are an

observation on the relevance and materiality of ESG factors in the rating decision. For more

information on Fitch's ESG Relevance Scores, visit

https://www.fitchratings.com/topics/esg/products#esg-relevance-scores.

RATING ACTIONS

ENTITY / DEBT   RATING   PRIOR  

UGI Utilities, Inc.
LT IDR A- Rating Outlook Negative

Affirmed

A- Rating

Outlook

Stable
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PARTICIPATION STATUS

The rated entity (and/or its agents) or, in the case of structured finance, one or more of the

transaction parties participated in the rating process except that the following issuer(s), if

any, did not participate in the rating process, or provide additional information, beyond the

issuer’s available public disclosure.
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APPLICABLE CRITERIA

APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to criteria

providing description of model(s).

Corporate Monitoring & Forecasting Model (COMFORT Model), v8.1.0 (1)

ADDITIONAL DISCLOSURES

Dodd-Frank Rating Information Disclosure Form

Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers.

Please read these limitations and disclaimers by following this link:

https://www.fitchratings.com/understandingcreditratings. In addition, the following

https://www.fitchratings.com/rating-definitions-document details Fitch's rating definitions

for each rating scale and rating categories, including definitions relating to default. ESMA

and the FCA are required to publish historical default rates in a central repository in

accordance with Articles 11(2) of Regulation (EC) No 1060/2009 of the European

Parliament and of the Council of 16 September 2009 and The Credit Rating Agencies

(Amendment etc.) (EU Exit) Regulations 2019 respectively.

Corporates Recovery Ratings and Instrument Ratings Criteria (pub. 09 Apr 2021)

(including rating assumption sensitivity)

Corporate Rating Criteria (pub. 28 Oct 2022) (including rating assumption sensitivity)

Parent and Subsidiary Linkage Rating Criteria (pub. 16 Jun 2023)

Climate Vulnerability in Corporate Ratings Criteria (pub. 21 Jul 2023) (including rating

assumption sensitivity)

UGI Utilities, Inc. EU Endorsed, UK Endorsed
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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. Directors and shareholders' relevant interests are available at

https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible

or ancillary service to the rated entity or its related third parties. Details of permissible or

ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch

Ratings company (or branch of such a company) can be found on the entity summary page

for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast

information), Fitch relies on factual information it receives from issuers and underwriters

and from other sources Fitch believes to be credible. Fitch conducts a reasonable

investigation of the factual information relied upon by it in accordance with its ratings

methodology, and obtains reasonable verification of that information from independent

sources, to the extent such sources are available for a given security or in a given

jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party

verification it obtains will vary depending on the nature of the rated security and its issuer,

the requirements and practices in the jurisdiction in which the rated security is offered and

sold and/or the issuer is located, the availability and nature of relevant public information,

access to the management of the issuer and its advisers, the availability of pre-existing

third-party verifications such as audit reports, agreed-upon procedures letters, appraisals,

actuarial reports, engineering reports, legal opinions and other reports provided by third

parties, the availability of independent and competent third- party verification sources with

respect to the particular security or in the particular jurisdiction of the issuer, and a variety

of other factors. Users of Fitch's ratings and reports should understand that neither an

enhanced factual investigation nor any third-party verification can ensure that all of the

information Fitch relies on in connection with a rating or a report will be accurate and

complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the

information they provide to Fitch and to the market in offering documents and other

reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,

including independent auditors with respect to financial statements and attorneys with

respect to legal and tax matters. Further, ratings and forecasts of financial and other

information are inherently forward-looking and embody assumptions and predictions

about future events that by their nature cannot be verified as facts. As a result, despite any

verification of current facts, ratings and forecasts can be affected by future events or

conditions that were not anticipated at the time a rating or forecast was issued or affirmed.
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The information in this report is provided “as is” without any representation or warranty of

any kind, and Fitch does not represent or warrant that the report or any of its contents will

meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to

the creditworthiness of a security. This opinion and reports made by Fitch are based on

established criteria and methodologies that Fitch is continuously evaluating and updating.

Therefore, ratings and reports are the collective work product of Fitch and no individual, or

group of individuals, is solely responsible for a rating or a report. The rating does not

address the risk of loss due to risks other than credit risk, unless such risk is specifically

mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have

shared authorship. Individuals identified in a Fitch report were involved in, but are not

solely responsible for, the opinions stated therein. The individuals are named for contact

purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for

the information assembled, verified and presented to investors by the issuer and its agents

in connection with the sale of the securities. Ratings may be changed or withdrawn at any

time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice

of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do

not comment on the adequacy of market price, the suitability of any security for a particular

investor, or the tax-exempt nature or taxability of payments made in respect to any

security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and

underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000

(or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a

number of issues issued by a particular issuer, or insured or guaranteed by a particular

insurer or guarantor, for a single annual fee. Such fees are expected to vary from

US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment,

publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to

use its name as an expert in connection with any registration statement filed under the

United States securities laws, the Financial Services and Markets Act of 2000 of the United

Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency

of electronic publishing and distribution, Fitch research may be available to electronic

subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an

Australian financial services license (AFS license no. 337123) which authorizes it to provide

credit ratings to wholesale clients only. Credit ratings information published by Fitch is not

intended to be used by persons who are retail clients within the meaning of the

Corporations Act 2001.Fitch Ratings, Inc. is registered with the U.S. Securities and

Exchange Commission as a Nationally Recognized Statistical Rating Organization (the

“NRSRO”). While certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of

Attachment SDR-ROR-4.1
V. K. Ressler

Page 10 of 11



8/14/23, 4:48 PM Fitch Revises UGI Utilities Rating Outlook to Negative; Affirms 'A-' IDR

https://www.fitchratings.com/research/corporate-finance/fitch-revises-ugi-utilities-rating-outlook-to-negative-affirms-a-idr-14-08-2023 11/11

Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO

(see https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not

listed on Form NRSRO (the “non-NRSROs”) and therefore credit ratings issued by those

subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may

participate in determining credit ratings issued by or on behalf of the NRSRO.

dv01, a Fitch Solutions company, and an affiliate of Fitch Ratings, may from time to time

serve as loan data agent on certain structured finance transactions rated by Fitch Ratings.

Copyright © 2023 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall

Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435.

Reproduction or retransmission in whole or in part is prohibited except by permission. All

rights reserved.

READ LESS

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained by Fitch at the request of the

rated entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY

Fitch’s international credit ratings produced outside the EU or the UK, as the case may be,

are endorsed for use by regulated entities within the EU or the UK, respectively, for

regulatory purposes, pursuant to the terms of the EU CRA Regulation or the UK Credit

Rating Agencies (Amendment etc.) (EU Exit) Regulations 2019, as the case may be. Fitch’s

approach to endorsement in the EU and the UK can be found on Fitch’s Regulatory Affairs

page on Fitch’s website. The endorsement status of international credit ratings is provided

within the entity summary page for each rated entity and in the transaction detail pages for

structured finance transactions on the Fitch website. These disclosures are updated on a

daily basis.
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RATING ACTION COMMENTARY

Fitch Affirms UGI Utilities; Outlook Remains Negative

Fri 26 Jul, 2024 - 2:29 PM ET

Fitch Ratings - New York - 26 Jul 2024: Fitch Ratings has affirmed the Long-Term Issuer

Default Rating (IDR) of UGI Utilities, Inc. (UGIU) at 'A-' and its senior unsecured debt rating

at 'A'. The Rating Outlook remains Negative.

The Negative Outlook reflects rating linkage with corporate parent, UGI Corporation (UGI;

not rated). Fitch believes unabated or worsening challenges at UGI's unregulated

operations could lead to adverse credit rating action at UGIU under Fitch's parent and

subsidiary rating linkage criteria.

UGIU's ratings reflect its relatively low-risk utility operations, favorable rate regulation,

robust customer growth, and solid FFO leverage. Fitch anticipates FFO leverage of 4.3x in

2024 and 4.0x in 2025, compared to 4.1x in 2023, staying below the 4.5x downgrade

sensitivity and aligning with the current IDR.

KEY RATING DRIVERS

UGI Strategic Review: In May 2024, UGI concluded its strategic review and adopted a

strategy focused on retention of its unregulated affiliate, AmeriGas. It also implemented a

restructuring and operational improvement plan to enhance operating and financial

performance. The strategic review considered potential spin-off, sale or joint venture

opportunities to address operational issues at AmeriGas. UGI remains open to further

rationalization of its unregulated business as a part of a larger initiative to maximize

operating results.

Challenges at AmeriGas: UGIU's Negative Outlook is primarily driven by the issues at

AmeriGas and its rating linkage with UGI. AmeriGas has experienced elevated operating

costs, customer attrition, and risk of covenant breach under its revolving credit facility
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(RCF). Fitch expects UGI will support AmeriGas, but execution risk could adversely affect

UGI and UGIU.

Parent/Subsidiary Linkage: There is a parent-subsidiary relationship between UGI and

UGIU. Fitch believes UGIU has a stronger standalone credit profile (SCP) than UGI, given

the utility's relatively low business risk profile, solid cash flows and credit supportive rate

regulation. As such, Fitch has followed the weak parent/stronger subsidiary path provided

under the criteria.

Legal ring-fencing is porous, given the general protections afforded by regulatory oversight

which include capital structure and dividend restrictions. Access and control are also

porous. UGI is dependent on cash distributions from its subsidiaries, including UGIU, to

meet its obligations and is the only source of equity for UGIU. Incremental pressure on

UGI's non-utility operations could affect UGIU's creditworthiness. UGIU has direct access

to capital markets and is managed separately from UGI's other subsidiaries.

Low Business Risk Profile: UGIU's credit profile is supported by relatively predictable

natural gas and electric distribution operations. Roughly 90% of revenue is derived from

natural gas distribution and the remainder by electric distribution. UGIU has made

significant investments in modernizing its pipeline infrastructure, including increasing

storage capacity to support customer growth and reduce operating risk. Approximately

93% of UGIU's gas mains consist of contemporary material such as plastic or coated steel

pipes, with 6% bare steel and 1% cast iron pipes. Replacement of the cast iron pipes is

expected to be completed by 2027 and the bare steel pipes by 2041.

Supportive Regulation: Fitch believes the regulatory environment in Pennsylvania is

constructive. Rate cases incorporate forward-looking test years, using year-end rate

valuations. UGIU benefits from a Distribution System Improvement Charge (DSIC) rider,

which minimizes regulatory lag and enables the company to recover returns on investments

between rate cases.

For the purpose of calculating quarterly adjustments to revenue collected under the DSIC,

UGIU is permitted a 10.2% ROE for Gas investments (9.8% on Electric investments). The

utility also receives timely recovery of investments through the Growth Extension Tariff

(GET Gas) program. Natural gas costs are passed on to customers via a purchased gas cost

(PGC) tariff.

Revenue Decoupling Mechanism: UGIU benefits from the Weather Normalization

Adjustment (WNA) rider. The WNA helps mitigates the negative impact of warmer-than-

Attachment SDR-ROR-4.2
V. K. Ressler
Page 2 of 11



normal weather on UGIU's utility volumes, thereby promoting earnings stability. Under the

WNA, residential and small commercial customer billings for distribution services are

adjusted monthly for weather-related impacts over 3%.

Steady Customer Growth: UGIU has added an average of 10,500 new gas heating

customers annually over the past five years. The compound annual customer growth rate

over the past decade was approximately 1.5%. This growth is primarily driven by

conversions from oil- and electric-based heating systems to natural gas and by new home

constructions. UGIU sources approximately 99% of its gas from the Marcellus Shale, one of

the most abundant natural gas-producing formations.

Large Capex Program: Capex reached $511 million in 2023, a 10% increase from $463

million in 2022. Management forecasts a slight decrease to between $430 million-$500

million in 2024-2025 but expects to average $600 million in 2026-2027. This relatively high

capital spending is driven by anticipated customer growth, infrastructure improvements,

and reliability enhancements. Approximately 90% of the planned investment is expected to

be recovered within near term.

Stable Credit Metrics: UGIU's financial profile is supported by a conservative capital

structure and low leverage. In 2023, FFO leverage was 4.1x and is projected by Fitch to be

around 4.3x in 2024 and 4.0x in 2025, which is well below the 4.5x downgrade threshold.

This underscores UGIU's strong credit profile, especially given its low business risk and

balanced regulatory environment.

West Reading Explosion Investigation: On March 24, 2023, an explosion occurred in West

Reading, PA, an area served by UGIU, that resulted in seven fatalities, significant injuries to

11 others, and extensive property damage. An investigation is underway, but the cause has

not yet been determined. Claims have been filed against UGIU, and the utility is involved in

lawsuits in connection with the explosion.

The West Reading explosion and related litigation are a source of some credit uncertainty,

pending future developments. The company is cooperating with the investigation and has

insurance to cover potential third-party exposure. Fitch believes potential exposure to the

West Reading explosion is manageable at the current rating level.

DERIVATION SUMMARY

UGIU is well-positioned relative to its similarly rated peers Southwest Gas Corporation

(SWG; BBB+/Stable) and DTE Gas Company (BBB+/Stable). UGIU has a constructive
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regulatory environment in Pennsylvania, similar to SWG and DTE Gas.

UGIU and DTE Gas operate primarily in one state, whereas SWG has somewhat greater

geographic diversity, operating in Arizona, Nevada and California. Unlike SWG and DTE

Gas, UGIU does not have full revenue decoupling but does benefit from a weather

normalization adjustment rider. Fitch projects UGIU's FFO leverage will be around 4.3x in

2024, compared to 5x for SWG and 4.5x for DTE Gas.

KEY ASSUMPTIONS

Fitch's Key Assumptions Within the Rating Case for the Issuer Include

--Customer growth CAGR of approximately 2%;

--Capex approximates a cumulative $850 billion in 2024 and 2025;

--Continued utilization of the DSIC mechanism to timely recover pipeline replacement and

system betterment investment;

--Implementation of weather normalization adjustment mechanism as approved in the

commission's September 2022 order in UGIU's base rate case.

RATING SENSITIVITIES

Factors That Could, Individually or Collectively, Lead to a Stable Outlook

--Resolution of operational weaknesses at AmeriGas;

--Meaningful improvement in EBITDA leverage and interest coverage of AmeriGas without

material impact on UGI's leverage profile.

Factors That Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

--Given the sizable multiyear capital investment program, positive rating actions are not

likely at this time. Nevertheless, if FFO leverage is below 3.5x on a sustained basis, UGIU

could be upgraded;

--Reduction in EBITDA leverage to UGI's publicly stated 3.5x-4.0x target level.
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Factors That Could, Individually or Collectively, Lead to Negative Rating

Action/Downgrade

--A sustained weakening of FFO leverage in excess of 4.5x;

--Significant, unexpected deterioration in rate regulation;

--Meaningful deterioration in parent UGI's SCP.

LIQUIDITY AND DEBT STRUCTURE

Adequate Liquidity: As of March 31, 2024, UGIU had $288 million in available borrowing

capacity, considering $87 million drawn on its revolving credit facility (RCF), which matures

in November 2028.

UGIU is projected to be cash flow negative in 2024-2025, primarily due to its high capital

expenditure program. The utility's $375 million RCF, along with access to debt capital

markets and equity infusions from its corporate parent, UGI, provides sufficient liquidity

according to Fitch. As a relatively small debt issuer, UGIU does not issue index-eligible

paper and relies on bank lending and private placements for most of its long-term funding

needs.

UGIU has seasonal liquidity requirements to manage inventory and customer receivables

during the winter heating season. Fitch believes UGIU's bank lines offer adequate capacity

to meet working capital needs, with peak borrowings typically occurring early in the winter

heating season. Scheduled long-term debt maturities are manageable, with about $6 million

due in 2024-2025 and $281 million in 2026.

ISSUER PROFILE

UGI Utilities provides natural gas and electric distribution services in parts of Pennsylvania.

The utility's gas local distribution company accounts for approximately 95% of operating

income with electric distribution representing the remainder.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF
RATING

The principal sources of information used in the analysis are described in the Applicable

Criteria.

ESG CONSIDERATIONS

Attachment SDR-ROR-4.2
V. K. Ressler
Page 5 of 11



The highest level of ESG credit relevance is a score of '3', unless otherwise disclosed in this

section. A score of '3' means ESG issues are credit-neutral or have only a minimal credit

impact on the entity, either due to their nature or the way in which they are being managed

by the entity. Fitch's ESG Relevance Scores are not inputs in the rating process; they are an

observation on the relevance and materiality of ESG factors in the rating decision. For more

information on Fitch's ESG Relevance Scores, visit

https://www.fitchratings.com/topics/esg/products#esg-relevance-scores.
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any, did not participate in the rating process, or provide additional information, beyond the

issuer’s available public disclosure.

APPLICABLE CRITERIA

APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to criteria

providing description of model(s).

Corporate Monitoring & Forecasting Model (COMFORT Model), v8.1.0 (1)

ADDITIONAL DISCLOSURES

Dodd-Frank Rating Information Disclosure Form

Parent and Subsidiary Linkage Rating Criteria (pub. 16 Jun 2023)

Corporates Recovery Ratings and Instrument Ratings Criteria (pub. 13 Oct 2023) (including

rating assumption sensitivity)

Corporate Rating Criteria (pub. 03 Nov 2023) (including rating assumption sensitivity)

Sector Navigators – Addendum to the Corporate Rating Criteria (pub. 21 Jun 2024)

Attachment SDR-ROR-4.2
V. K. Ressler
Page 7 of 11

http://www.fitchratings.com/
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-ugi-utilities-outlook-remains-negative-26-07-2024/dodd-frank-disclosure
https://www.fitchratings.com/research/corporate-finance/parent-subsidiary-linkage-rating-criteria-16-06-2023
https://www.fitchratings.com/research/corporate-finance/parent-subsidiary-linkage-rating-criteria-16-06-2023
https://www.fitchratings.com/research/corporate-finance/parent-subsidiary-linkage-rating-criteria-16-06-2023
https://www.fitchratings.com/research/corporate-finance/parent-subsidiary-linkage-rating-criteria-16-06-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-21-06-2024
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-21-06-2024
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-21-06-2024
https://www.fitchratings.com/research/corporate-finance/sector-navigators-addendum-to-corporate-rating-criteria-21-06-2024


Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers.

Please read these limitations and disclaimers by following this link:

https://www.fitchratings.com/understandingcreditratings. In addition, the following

https://www.fitchratings.com/rating-definitions-document details Fitch's rating definitions

for each rating scale and rating categories, including definitions relating to default. ESMA

and the FCA are required to publish historical default rates in a central repository in

accordance with Articles 11(2) of Regulation (EC) No 1060/2009 of the European

Parliament and of the Council of 16 September 2009 and The Credit Rating Agencies

(Amendment etc.) (EU Exit) Regulations 2019 respectively.

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. Directors and shareholders' relevant interests are available at

https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible

or ancillary service to the rated entity or its related third parties. Details of permissible or

ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch

Ratings company (or branch of such a company) can be found on the entity summary page

for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast

information), Fitch relies on factual information it receives from issuers and underwriters

and from other sources Fitch believes to be credible. Fitch conducts a reasonable

investigation of the factual information relied upon by it in accordance with its ratings

methodology, and obtains reasonable verification of that information from independent

sources, to the extent such sources are available for a given security or in a given

jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party

verification it obtains will vary depending on the nature of the rated security and its issuer,

the requirements and practices in the jurisdiction in which the rated security is offered and

sold and/or the issuer is located, the availability and nature of relevant public information,

access to the management of the issuer and its advisers, the availability of pre-existing

UGI Utilities, Inc. EU Endorsed, UK Endorsed
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third-party verifications such as audit reports, agreed-upon procedures letters, appraisals,

actuarial reports, engineering reports, legal opinions and other reports provided by third

parties, the availability of independent and competent third- party verification sources with

respect to the particular security or in the particular jurisdiction of the issuer, and a variety

of other factors. Users of Fitch's ratings and reports should understand that neither an

enhanced factual investigation nor any third-party verification can ensure that all of the

information Fitch relies on in connection with a rating or a report will be accurate and

complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the

information they provide to Fitch and to the market in offering documents and other

reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,

including independent auditors with respect to financial statements and attorneys with

respect to legal and tax matters. Further, ratings and forecasts of financial and other

information are inherently forward-looking and embody assumptions and predictions

about future events that by their nature cannot be verified as facts. As a result, despite any

verification of current facts, ratings and forecasts can be affected by future events or

conditions that were not anticipated at the time a rating or forecast was issued or affirmed.

Fitch Ratings makes routine, commonly-accepted adjustments to reported financial data in

accordance with the relevant criteria and/or industry standards to provide financial metric

consistency for entities in the same sector or asset class.

The complete span of best- and worst-case scenario credit ratings for all rating categories

ranges from 'AAA' to 'D'. Fitch also provides information on best-case rating upgrade

scenarios and worst-case rating downgrade scenarios (defined as the 99th percentile of

rating transitions, measured in each direction) for international credit ratings, based on

historical performance. A simple average across asset classes presents best-case upgrades

of 4 notches and worst-case downgrades of 8 notches at the 99th percentile. For more

details on sector-specific best- and worst-case scenario credit ratings, please see Best- and

Worst-Case Measures under the Rating Performance page on Fitch’s website.

The information in this report is provided “as is” without any representation or warranty of

any kind, and Fitch does not represent or warrant that the report or any of its contents will

meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to

the creditworthiness of a security. This opinion and reports made by Fitch are based on

established criteria and methodologies that Fitch is continuously evaluating and updating.

Therefore, ratings and reports are the collective work product of Fitch and no individual, or

group of individuals, is solely responsible for a rating or a report. The rating does not

address the risk of loss due to risks other than credit risk, unless such risk is specifically

mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have
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shared authorship. Individuals identified in a Fitch report were involved in, but are not

solely responsible for, the opinions stated therein. The individuals are named for contact

purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for

the information assembled, verified and presented to investors by the issuer and its agents

in connection with the sale of the securities. Ratings may be changed or withdrawn at any

time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice

of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do

not comment on the adequacy of market price, the suitability of any security for a particular

investor, or the tax-exempt nature or taxability of payments made in respect to any security.

Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for

rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable

currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues

issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor,

for a single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or

the applicable currency equivalent). The assignment, publication, or dissemination of a

rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in

connection with any registration statement filed under the United States securities laws,

the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities

laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and

distribution, Fitch research may be available to electronic subscribers up to three days

earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an

Australian financial services license (AFS license no. 337123) which authorizes it to provide

credit ratings to wholesale clients only. Credit ratings information published by Fitch is not

intended to be used by persons who are retail clients within the meaning of the

Corporations Act 2001.Fitch Ratings, Inc. is registered with the U.S. Securities and

Exchange Commission as a Nationally Recognized Statistical Rating Organization (the

“NRSRO”). While certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of

Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see

https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed

on Form NRSRO (the “non-NRSROs”) and therefore credit ratings issued by those

subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may

participate in determining credit ratings issued by or on behalf of the NRSRO.

dv01, a Fitch Solutions company, and an affiliate of Fitch Ratings, may from time to time

serve as loan data agent on certain structured finance transactions rated by Fitch Ratings.
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READ LESS

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained by Fitch at the request of the

rated entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY

Fitch’s international credit ratings produced outside the EU or the UK, as the case may be,

are endorsed for use by regulated entities within the EU or the UK, respectively, for

regulatory purposes, pursuant to the terms of the EU CRA Regulation or the UK Credit

Rating Agencies (Amendment etc.) (EU Exit) Regulations 2019, as the case may be. Fitch’s

approach to endorsement in the EU and the UK can be found on Fitch’s Regulatory Affairs

page on Fitch’s website. The endorsement status of international credit ratings is provided

within the entity summary page for each rated entity and in the transaction detail pages for

structured finance transactions on the Fitch website. These disclosures are updated on a

daily basis.
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Rating Action: Moody's Ratings changes outlook of
UGI Utilities to negative, affirms ratings

17 Jun 2024 

Approximately $140 million of debt securities affected

New York, June 17, 2024 -- Moody's Ratings (Moody's) changed the outlook of UGI
Utilities, Inc. ("UGI Utilities") to negative from stable and affirmed its A3 senior
unsecured rating.

RATINGS RATIONALE

"The negative outlook on UGI Utilities reflects the possibility that challenges at its
unregulated and higher risk affiliates, most recently at AmeriGas Partners,
L.P.(AmeriGas, Ba3 negative), could place financial pressure on the utility" stated
Nana Hamilton, VP-Senior Analyst. ESG considerations, specifically governance,
factored into this rating action because of the potential risks to UGI Utilities associated
with parent company UGI Corporation's financial strategy and policies as it manages
its unregulated subsidiaries.

Following earlier financial issues at affiliate UGI International, LLC (UGI,Ba2 stable),
which have since been largely addressed, we had expected the credit quality of the
UGI family to remain relatively stable, with management focusing on reducing holding
company leverage. However, financial and operational weaknesses at its AmeriGas
propane distribution business, which UGI has decided to retain following a strategic
review, are continuing to pressure the entire corporate family's credit quality.
AmeriGas' balance sheet, operating performance and overall credit quality would be
improved if the subsidiary reduces debt, improves financial flexibility, reduces
customer attrition and lowers costs.

While UGI management works to improve conditions at AmeriGas, UGI Utilities could
be relied upon more to help support UGI's overall financial health, such as by paying
higher dividends or lowering capital expenditures. UGI has already increased debt at
the holding company level with the issuance of $700 million of convertible notes
earlier this month.  Proceeds were used to partially refinance debt outstanding under
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its senior credit facility as well to contribute to AmeriGas for upcoming debt reduction.
We note that UGI held its shareholder dividend flat in 2024 which signals a
commitment to improving its balance sheet and reducing financial pressure on its
subsidiaries.

The affirmation of UGI Utilities considers an operational performance that remains
solid. The utility continues to benefit from favorable regulation in Pennsylvania,
including a weather normalization adjustment rider that has helped to offset some of
the recent negative impacts of warmer weather. We expect the utility to generate a
ratio of cash flow from operations excluding changes in working capital (CFO pre-WC)
to debt in the 19% to 21% range over the next two years, which is consistent with our
expectations for its current rating. While challenges at the parent company and
unregulated affiliates may not ultimately  impact the utility's financial strength, recent
developments again highlight the higher potential that this could occur.

Outlook

UGI Utilities' negative outlook reflects the potential for contagion risk emanating from
challenges at affiliate AmeriGas while UGI works to improve that subsidiary's
operational and financial performance.  The outlook also considers the possibility that
the utility will be more significantly relied upon for financial support if UGI's plan to
improve conditions at AmeriGas do not progress as expected.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE
RATINGS

Factors that could lead to an upgrade

An upgrade of UGI Utilities in the near-term is unlikely given the credit quality of its
corporate affiliates. UGI Utilities' outlook could return to stable if the financial and
operational issues at AmeriGas are successfully resolved without any negative impact
on the utility's financial performance and if the utility maintains a CFO pre-WC to debt
ratio above 19%. Longer-term, the rating could be upgraded if it produces stronger
financial metrics, including a CFO pre-WC to debt ratio consistently above 22%, if
there is a material reduction in debt at the UGI level and if the credit quality of UGI's
other subsidiaries improves.

Factors that could lead to a downgrade

A downgrade could be considered if we expect the utility to maintain a ratio of CFO
pre-WC to debt below 19%, if dividends from the utility to the parent increase
materially, if UGI's growth and financing plans result in higher holding company debt
or otherwise elevated credit risk, if the credit quality of UGI's non-utility subsidiaries
deteriorate further or if the Pennsylvania regulatory environment becomes less credit
supportive.

UGI Utilities, Inc. is a rate regulated natural gas and electric utility serving over
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684,000 gas customers throughout Pennsylvania (as well as several hundred
customers in one county in Maryland) and about 62,700 electric customers in
northeastern Pennsylvania. UGI Utilities' gas operations, under UGI Gas, account for
substantially all of the utility's operating income. UGI Utilities also has an electric utility
(UGI Electric) which accounts for less than 5% of operating income.

LIST OF AFFECTED RATINGS

..Issuer: UGI Utilities, Inc.

Affirmations:

.... Senior Unsecured Medium-Term Note Program, Affirmed (P)A3

.... Senior Unsecured, Affirmed A3

Outlook Actions:

....Outlook, Changed To Negative From Stable

The principal methodology used in these ratings was Regulated Electric and Gas
Utilities published in June 2017 and available at https://ratings.moodys.com/rmc-
documents/68547. Alternatively, please see the Rating Methodologies page on
https://ratings.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis,
see the sections Methodology Assumptions and Sensitivity to Assumptions in the
disclosure form. Moody's Rating Symbols and Definitions can be found on
https://ratings.moodys.com/rating-definitions .

For ratings issued on a program, series, category/class of debt or security this
announcement provides certain regulatory disclosures in relation to each rating of a
subsequently issued bond or note of the same series, category/class of debt, security
or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support
provider, this announcement provides certain regulatory disclosures in relation to the
credit rating action on the support provider and in relation to each particular credit
rating action for securities that derive their credit ratings from the support provider's
credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive
rating that may be assigned subsequent to the final issuance of the debt, in each case
where the transaction structure and terms have not changed prior to the assignment
of the definitive rating in a manner that would have affected the rating. For further
information please see the issuer/deal page for the respective issuer on
https://ratings.moodys.com.
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For any affected securities or rated entities receiving direct credit support from the
primary entity(ies) of this credit rating action, and whose ratings may change as a
result of this credit rating action, the associated regulatory disclosures will be those of
the guarantor entity. Exceptions to this approach exist for the following disclosures, if
applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure
from rated entity.

These ratings are solicited. Please refer to Moody's Policy for Designating and
Assigning Unsolicited Credit Ratings available on its website
https://ratings.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if
applicable, the related rating outlook or rating review.

At least one ESG consideration was material to the credit rating action(s) announced
and described above. Moody's general principles for assessing environmental, social
and governance (ESG) risks in our credit analysis can be found at
https://ratings.moodys.com/documents/PBC_1355824 .

The Global Scale Credit Rating(s) discussed in this Credit Rating Announcement
was(were) issued by one of Moody's affiliates outside the EU and UK and is(are)
endorsed for use in the EU and UK in accordance with the EU and UK CRA
Regulation.

Please see https://ratings.moodys.com for any updates on changes to the lead rating
analyst and to the Moody's legal entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional
regulatory disclosures for each credit rating.

Nana Hamilton
Vice President - Senior Analyst
Project & Infra Finance Group
Moody's Investors Service, Inc.
250 Greenwich Street
New York, NY 10007
U.S.A.
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653

Michael G. Haggarty
Associate Managing Director
Project & Infra Finance Group
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653
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Releasing Office:
Moody's Investors Service, Inc.
250 Greenwich Street
New York, NY 10007
U.S.A.
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653

© 2024 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 BY MOODY’S (COLLECTIVELY,
“PUBLICATIONS”) 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
PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL
FACT. MOODY’S PUBLICATIONS 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 PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS,
ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT AND DO
NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD
PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS,
OTHER OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER
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OPINIONS AND PUBLISHES ITS PUBLICATIONS 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
PUBLICATIONS 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
PUBLICATIONS 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.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS 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 Publications. 

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 damages, including but not
limited to: (a) any loss of present or prospective profits or (b) any loss or damage
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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 (“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 to Moody’s Investors Service, Inc. for
credit ratings opinions and services rendered by it fees ranging from $1,000 to
approximately $5,000,000. MCO and Moody’s Investors Service also maintain policies
and procedures to address the independence of Moody’s Investors Service 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
www.moodys.com under the heading “Investor Relations — Corporate Governance
— Director and Shareholder Affiliation Policy.” 

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
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the issuer, not on the equity securities of the issuer or any form of security that is
available to retail investors.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned
credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned
by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF
Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK.
MSFJ is not a Nationally Recognized Statistical Rating Organization (“NRSRO”).
Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-
NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and,
consequently, the rated obligation will not qualify for certain types of treatment under
U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan
Financial Services Agency and their registration numbers are FSA Commissioner
(Ratings) No. 2 and 3 respectively. 

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities
(including corporate and municipal bonds, debentures, notes and commercial paper)
and preferred stock rated by MJKK or MSFJ (as applicable) have, prior to assignment
of any credit rating, agreed to pay to MJKK or MSFJ (as applicable) for credit ratings
opinions and services rendered by it fees ranging from JPY100,000 to approximately
JPY550,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese
regulatory requirements.
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 
 
 
 
 


   
   
   
   



   
   
   
   
   



       
       

     
    





 
















 




 





 




 








 









 
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 




















 
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































































             








 
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



     

     

     

     

     



























 
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