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Fitch Affirms Met Wtr Reclamation District of Greater
Chicago, IL GO Bonds at 'AAA’; Outlook Stable

Fitch Ratings - New York - 09 Sep 2021: Fitch Ratings has affirmed the 'AAA' rating on the following
obligations of the Metropolitan Water Reclamation District of Greater Chicago, IL (the District):

--Approximately $687.4 million unlimited tax bonds;

--Approximately $1.1 billion limited tax bonds.

Additionally, Fitch has affirmed the District's Issuer Default Rating (IDR) at 'AAA'.
The Rating Outlook is Stable.

ANALYTICAL CONCLUSION

The 'AAA" IDR and bond ratings reflect the District's very strong revenue defensibility and very low
operating risk profiles. The rating also incorporates the District's ability to access the resource base of its
favorable service area through ad valorem taxing authority; the District does not collect a retail user
charge. Fitch assesses the District's financial profile at 'aa' given the leverage ratio, measured as net
adjusted debt to adjusted funds available for debt service (FADS), approximating 9.6x in 2020 (FYE Dec 31).

Fitch has also considered the District's leverage profile in the context of the service area's (Cook County)
resource base. From this vantage, its long-term obligations approximate 1.3% of total personal income.
When combined with the District's ability to levy taxes to pay debt service and operations, this expanded
view of leverage supports its overall rating.

CREDIT PROFILE

The District is an independent unit of government focused on wastewater treatment, stormwater
management and flood control, and related environmental sustainability. It encompasses over 90% of the
land area and virtually all of the equalized assessed valuation (EAV) of Cook County (IDR A+/Stable). The
District provides wastewater treatment services to a population in excess of 5.2 million people located in
the city of Chicago and 128 suburban municipalities. The city of Chicago comprises over 50% of the
district's population and approximately 55% of the EAV.

The District collects wastewater from municipalities in its service area, conveys it to wastewater reclamation
plants, provides full secondary treatment, and discharges clean water to local waterways. The District is
also responsible for stormwater management for all of Cook County, including areas outside the District's
boundaries for wastewater services. The District's total treatment capacity exceeds 2.0 billion gallons per
day (BGD) and in 2020 it treated an average of 1.25 BGD.

Coronavirus Considerations
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The District's 2020 financial performance was not materially impacted by the outbreak of coronavirus and
related government containment measures. Management reports that, based on performance to date, 2021
performance has not been impacted thus far.

KEY RATING DRIVERS
Revenue Defensibility 'aa’
Very Strong Revenue Defensibility Supported by Stable Revenues and Favorable Service Area

The District's favorable service area is broad and diverse and includes the vast majority of Cook County. Ad
valorem taxes are its primary source of revenue, insulating it from volatility associated with volumetric
changes. While operating levies are generally limited by statute, the District retains strong revenue raising
flexibility when viewed against the relative stability of this revenue source.

Operating Risks 'aa’
Very Low Operating Cost Burden; Significant Capital Investment Supports a Low Life Cycle Ratio

The District's operating cost burden is very low, less than $1,120 per million gallons (MG) treated, and
reflects the significant economies of scale of operations as well as its focused operating mandate. The life
cycle ratio is just 4% and should remain low as it continues to implement a still large capital improvement
program (CIP).

Financial Profile 'aa'
Very Strong Financial Profile Supported by Access to Broad Resource Base

The District's leverage ratio of 9.6x in 2020 reflects a historically significant and largely debt funded CIP. Its
revenue structure enables it capture the broad resource base of the favorable service area. The liquidity
profile remains neutral to the assessment.

Asymmetric Additive Risk Considerations

No asymmetric additive risk considerations affected this rating determination.
RATING SENSITIVITIES

Factors that could, individually or collectively, lead to positive rating action/upgrade:
--Not applicable given the 'AAA' rating.

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

--Long-term liability burden as measured in the context of the resource base that no longer supports an
enhancement as reflected in the rating;

--Downward revision in the revenue defensibility assessment, reflecting sustained economic contraction in
the service area.

Best/Worst Case Rating Scenario
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International scale credit ratings of Sovereigns, Public Finance and Infrastructure 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 three 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.

SECURITY

The bonds are direct and general obligations of the District, the payment for which the full faith and credit
of the District are pledged. The unlimited tax bonds are payable from ad valorem taxes levied upon all
taxable property within the District without limitation as to rate or amount. The limited tax bonds are
payable from ad valorem taxes levied upon taxable property within the District without limitation as to rate,
but the amount of the taxes that may be extended to pay them is limited as provided by law.

In addition to the full faith and credit security provisions of all bonds, the 2014 series B and 2016 series E
bonds are also payable from stormwater management tax receipts. The District is required to deposit into
the debt service fund on or before the last business day of February of each year stormwater management
tax receipts to pay debt service payments through the following Dec. 1. This funding must occur before the
District may abate the direct annual tax levy also securing 2014 series B and 2016 series E bonds.

Revenue Defensibility

The District's revenue defensibility incorporates the favorable service area, which includes the majority of
Cook County. Cook County median family income is marginally above national levels, as the wealthier
suburban area offsets the urban core. The unemployment rate was 4.0% in 2019, in line with that of the
state and marginally above that of the nation (3.7%). In 2020, the unemployment rate grew to 11.1%, and
was over 135% of the national rate of 8.1%. Unemployment rates have not improved materially through the
first half of 2021, and while the gap relative to the state has narrowed, unemployment relative to the nation
has deteriorated. Sustained weakness in employment, could result in a revision of the revenue defensibility
assessment.

The District does not levy a retail utility charge, instead funding debt service and the majority of its
operating costs through ad valorem taxes. It imposes incremental charges for large users, and receives
Personal Property Replacement Taxes, which together accounted for 19% of 2020 General Corporate Fund
revenues. Based on the District's total tax rate in 2020, the monthly charge is affordable for approximately
90% of its service area.

Although the District's ability to raise ad valorem taxes is limited for certain operations, it retains
meaningful revenue raising flexibility in the context of the relative stability of this revenue, which largely
insulates it from revenue fluctuations related to changes in treated volumes. The District is not limited in
its ability to levy taxes for debt service.

Operating Risks

The District's operating risk is assessed at 'aa’, reflective of both a very low operating cost burden and life
cycle ratio, which is supported by ongoing capital investment. Its service area is large, but its operational
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focus limits the likelihood of unexpected or significant cost increases driven by changes in its mandate or
operational requirements.

Operating costs were less than less than $1,120 per MG treated in 2020. Operating costs per MG reflect the
approximately 1.25 billion gallons per day treated and nature of the District's operations. Operating costs
are expected to grow generally in line with inflation. The District levies a tax for retirement costs that is
separate from and in addition to other levies, limiting the impact on funding for operations.

The District continues to have a significant unfunded pension liability, which approximated $1.5 billion in
2020 (as calculated by Fitch). However, annual costs (approximately $133 million in 2020) are manageable in
the context of overall District operations and considering the separate levy. The District has made
contributions to the pension fund in excess of those actuarially required since 2014, including $20 million
2020.

The District's other post-employment benefits (OPEB) Trust Fund is projected to be fully funded by 2026,
providing additional financial flexibility. Once fully funded, it will eliminate the need for $5 million annual
advance funding and the Trust Fund is projected to be able to support approximately $10 million in claims
annually.

The CIP approximates $1.1 billion for 2021 through 2025, compared to the $892 million for 2020 through
2024. The plan remains focused on stormwater (32% of total), water reclamation plants and solids
management (27% of total) and facilities replacement (23% of total). The District anticipates issuing $475
million to fund the CIP, with the potential for additional debt toward the end of the five-year period or into
2026 should conditions warrant. The remaining funds will come from current revenue and accumulated
funds, including the stormwater levy. Overall, Fitch expects capital spending to be relatively stable
compared to historical levels even as key projects related to water reclamation facilities and the Tunnel and
Reservoir Plan are completed.

Financial Profile

The District's very strong financial profile reflects its leverage ratio of 9.6x in 2020. Leverage has declined
from 11.3x in 2016 and should continue to gradually decline as CIP and associated borrowing continue to
be moderate. Fitch's recent leverage calculation incorporates a more refined view of liabilities, resulting in
a revised view of the District's leverage.

Liquidity remains neutral to the assessment. Coverage of full obligations (COFO) has averaged 1.1x over the
past five years and is expected to remain stable through 2025 given current estimates for revenue and
anticipated borrowing plans. Cash on hand is in excess of 250 days as measured by Fitch.

The District's bonds are secured by a pledge of ad valorem taxes, providing access to a broader economic
base than user charges generally afford. To capture the benefit of this taxing capacity, Fitch additionally
analyzed the District's long-term liability burden in the context of this resource base. As compared to the
service area's personal income, the long-term liability burden is approximately 6.9%, including debt of
overlapping governmental entities. When considering only the District's long-term obligations, including its
unfunded pension liability, the burden is 1.3% of personal income. This low burden, and the ability to levy
taxes as necessary to pay debt service, lend support to the rating despite its leverage ratio and financial
profile assessment, which are less of a consideration in the final rating.

Fitch Analytical Stress Test (FAST)
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The FAST considers the potential trend of key ratios in a base case and a stress case. The stress case is
designed to impose capital costs 10% above expected levels and evaluate potential variability in projected
key ratios.

Overall, revenue and expenditure development are based recent growth rates (around 3%), with the
expenditure growth adjusted to exclude the District's additional $20 million contribution to the pension
fund in 2020. Capital spending reflects the CIP as outlined in the 2021 budget, including $475 million in
anticipated debt issuances, but Fitch also assumed approximately $130 million of additional debt in the
latter portion of the scenario analysis to preserve proposed pay-go and cash balances.

Based on these assumptions, leverage in 2021 peaks at 9.5x and 9.6x in the base and stress cases,
respectively, but then follows a gradual decline through 2025 to about 8.3x in the base case and 8.6x in the
stress case, which remains supportive of the financial profile assessment.

Sources of Information

In addition to the sources of information identified in Fitch's applicable criteria specified below, this action
was informed by information from Lumesis.

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

Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score of '3". This
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. For more information on Fitch's ESG
Relevance Scores, visit www.fitchratings.com/esg
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Disclaimer

ALL 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. 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 SERVICE OR ANCILLARY SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD
PARTIES. DETAILS OF PERMISSIBLE SERVICE(S) FOR WHICH THE LEAD ANALYST IS BASED IN AN ESMA- OR
FCA-REGISTERED FITCH RATINGS COMPANY (OR BRANCH OF SUCH A COMPANY) OR ANCILLARY SERVICE(S)
CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH RATINGS WEBSITE.

Copyright

Copyright © 2021 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. 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 "NRSRQO"). 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.

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
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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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