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Authority, Calif.'s anticipated $15.4 million series 2026A lease revenue bonds, issued on behalf 214-505-7652
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e At the same time, we affirmed our 'AAA"issuer credit rating (ICR) on the city, our 'AAA' long-
term rating on the city's pension obligation bonds (POBs) outstanding, and our 'AA+' long-term Secondary Contact

rating on the city's appropriation obligations outstanding. Brenea Gordon

Chicago
+13122337048
brenea.gordon

Rationale @spglobal.com

e The outlook is stable.

Security

Base rental payments by the city to the authority for use of the leased asset secure the series
2026A lease revenue bonds. The city has covenanted to budget and appropriate rental payments
annually to meet its obligations under the lease agreements supporting the bonds. In our view,
the lease features and terms are standard for an abatement lease, and the leased asset meets
our minimum requirements for seismic resilience during the life of the bonds. We rate the series
2026A bonds and previously issued appropriation obligations one notch below our view of the
city's general creditworthiness to reflect our view of the risk of nonappropriation inherent to the
lease structure.

Proceeds will be used to finance the construction of a public works building and the remodeling
of the city's golf course clubhouse.

The ICR reflects our forward-looking opinion of Mill Valley's general creditworthiness, focusing on
the city's capacity and willingness to meet its financial commitments as they come due. The ICR
is not specific to any financial obligation.

The city's POBs are payable from all legally available funds of the city, including the city's general
fund. We rate the city's POBs on par with its general creditworthiness given our view that the
city's ability to pay the obligation is closely tied to its operations and that the revenue used to
secure the city's POBs is not limited in scope and is neither distinct nor separate from the city's
general fund.
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Credit highlights

A desirable and affluent local economy characterized by a well-educated workforce and
extraordinarily high resident incomes, which underpin strong revenue capacity and resilience
through economic cycles, anchors Mill Valley's creditworthiness. Meaningful financial buffers,
multiyear financial planning, stable revenue, and manageable cost pressures support the city's
sound operating profile. Adding to the city's credit strengths are its extensive and well-integrated
fiscal management practices and policies, which serve as the foundation of budgetary stability.
Elevated housing costs and limited development capacity have contributed to modest population
softness, but these factors have not impaired demand for housing and ability to retain high-
income households. While retirement liabilities remain elevated compared with those of peers
given the city's California Public Employees Retirement System classic plan tiers and expose the
city to potential cost escalation, continued revenue growth and financial stewardship provide
capacity to absorb rising costs. Overall, we expect the city's exceptional economic fundamentals,
conservative financial management, and robust reserve position to support credit quality over
the near term.

The rating further reflects our view of the city's:

e Economy anchored by exceptionally high resident incomes and wealth that materially exceed
county and national benchmarks, supporting strong income-driven revenue capacity and
resilience through economic cycles. As a predominantly residential, commuter-oriented
community within Marin County, the city benefits from direct access to the broader Bay Area
economy, linking resident earnings to a diverse and high-performing regional employment
base. This dynamic, alongside the county's strong economic output and high-value housing
market, sustains a highly desirable and affluent tax base that continues to support its durable
economic base and modest growth prospects.

o Comprehensive management practices and robust formalize financial policies that support
conservative budgeting, disciplined financial planning, and proactive oversight. Management
supplements the annual budget with formal multiyear financial and capital planning to identify
potential budgetary gaps and funding capacity. While the long-range plan is not structured as
arolling forecast, it is used as a meaningful planning and decision-making tool, and the city's
capital improvement program is well developed and integrated with its broader financial
framework. Formal investment, debt management, and reserve policies (15% contingency and
10% unreserved general fund) provide a structured framework for financial decision that
support the sound operating profile. Last, the city is taking actions that it deems necessary to
mitigate cyber risk.

e Financial performance supported by conservative budgeting strong reserve accumulation and
dedicated funding streams that preserve general fund flexibility and support pay-as-you-go
capacity. The city's affluent and primarily residential tax base supports stable property tax
revenue, while Measure L sales tax and a municipal service tax fund infrastructure and public
safety costs, reducing pressure on the general fund, and the absence of utility enterprises
further limits exposure to operational risk. Reserves remain a key credit strength and are
materially higher with the inclusion of legally available committed fund balances, providing
meaningful financial buffers that we expect will continue to support strong financial flexibility
and stability over the near term given the projected operating surplus in fiscal 2026.

o Debt profile that is manageable on a per capita basis and affordable relative to its affluent tax
base with relatively low pro forma debt service carrying costs. The city's practice of funding
capital on a pay-as-you-go basis has helped limited debt accumulation and, with no near-term
borrowing plans, we expect its debt profile to remain stable.
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o FElevated retirement liabilities on a per capita basis with associated costs above average
compared with those of peers, largely reflecting unfunded liabilities associated with their
classic plan tiers. While pension costs are elevated, the city's affluent tax base and high
incomes provide capacity to absorb escalating contributions. Other postemployment benefit
liabilities are more manageable, and the city maintains and contributes to an irrevocable trust,
reflecting a prefunding approach that can help reduce long-term liability growth and balance
sheet risk.

e For more information on our institutional framework assessment for California municipalities,
see "Institutional Framework Assessment: California Local Governments," Sept. 9, 2024.

Environmental, social, and governance

Mill Valley faces exposure to acute and chronic physical risks, including wildfires, flooding,
earthquakes, and sea-level rise. These risks could pressure credit quality through potential tax
base erosion, elevated infrastructure and disaster response costs, and insurance market
constraints that may influence housing demand and demographic trends over time. A layered
mitigation posture that includes vegetation management and wildfire fuel reduction, seismic
retrofits of critical facilities, storm drain and flood improvements, and shoreline adaption
planning meaningfully offsets the city's exposure. Regional coordination through participation in
a multihazard mitigation plan supports intergovernmental emergency preparedness and
preserves eligibility for state and federal hazard mitigation fundings. Dedicated fiscal
mechanisms, including the city's municipal service tax and Measure C, provide stable revenue for
resilience investments across these hazards, reducing the likelihood that these risks would
materially pressure credit quality over the near term. We view social governance factors as
neutral in our credit analysis.

Rating above the sovereign

Mill Valley's ICR and POBs qualify for a rating above the sovereign, reflecting our view that its
general creditworthiness could sustain stronger credit characteristics than the U.S. in a stress
scenario. In line with our "Ratings Above The Sovereign--Corporate And Government Ratings:
Methodology And Assumptions," Nov. 19, 2013, we assess U.S. local governments as only
moderately sensitive to country risk. We view the city as exhibiting relatively low funding
interdependency with the federal government, as local derived revenues represent the majority
of total governmental funds revenue and Mill Valley further benefits from independent treasury
management. Furthermore, there is no precedent for negative federal intervention affecting a
local government's revenue in the U.S.

Outlook

The stable outlook reflects our expectation that Mill Valley will maintain its sound operating
profile, supported by its exceptionally strong economic base and financial stewardship amid
effective management of long-term cost pressures.

Downside scenario

We could lower the rating in the unlikely event that financial performance weakens, resulting in a
material decline in reserves that are no longer supportive of the rating. We could also take
negative rating action if the long-term liability profile weakens, materially resulting in higher fixed
costs that reduce financial flexibility relative to that of similarly rated peers.
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Mill Valley, California--credit summary

Institutional framework (IF) 2
Individual credit profile (ICP) 1.84
Economy 1.0
Financial performance 2
Reserves and liquidity 1
Management 1.70
Debt and liabilities 3.50

Mill Valley, California--key credit metrics

Most recent 2025 2024 2023
Economy
Real GCP per capita as % of U.S. 7 - 7 172
County PCPl as % of U.S. 261 -- 261 258
Market value ($000s) 8,528,599 8,142,649 7,767,898 7,279,073
Market value per capita ($) 623,071 594,875 567,870 531,125
Top 10 taxpayers as % of taxable value 2.4 2.4 2.4 2.4
County unemployment rate (%) 3.8 3.8 3.9 3.5
Local median household EBIl as % of U.S. 210 - 210 212
Local per capita EBl as % of U.S. 236 -- 236 247
Local population 13,688 13,688 13,679 13,705
Financial performance
Operating fund revenue ($000s) - 38,716 37,773 47,003
Operating fund expenditures ($000s) -- 36,618 33,986 42,598
Net transfers and other adjustments ($000s) -- (2,354) (1,873) (3,727)
Operating result ($000s) -- (256) 1,914 678
Operating result as % of revenue -- (0.7) 5.1 1.4
Operating result three-year average % -- 1.9 5.7 7.5
Reserves and liquidity
Available reserves as % of operating revenue -- 221 22.3 15.5
Available reserves ($000s) -- 8,566 8,433 7,284
Debt and liabilities
Debt service cost as % of revenue - 2.7 2.2 2.5
Net direct debt per capita ($) 1,834 708 775 838
Net direct debt ($000s) 25,102 9,693 10,604 1,479
Direct debt 10-year amortization (%) 76 74 74 -
Pension and OPEB cost as % of revenue -- 14 13 12
NPLs per capita ($) - 4,012 4,015 4,065
Combined NPLs ($000s) - 54,923 54,923 55,714

Financial data may reflect analytical adjustments and is sourced from issuer audit reports or other annual disclosures. Economic data is
generally sourced from S&P Global Market Intelligence, the Bureau of Labor Statistics, Claritas, and issuer audits and other disclosures.
Local population is sourced from Claritas. Claritas estimates are point in time and not meant to show year-over-year trends. EBI--Effective
buying income. GCP--Gross county product. NPL--Net pension liability. OPEB--Other postemployment benefits. PCPI--Per capita personal
income.
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Ratings List

New Issue Ratings

US$15.410 mil Lease Revenue Bonds (Mill Valley) ser 2026A due 10/1/2035

Long Term Rating AA+/Stable
Ratings Affirmed

Mill Vy, CA Issuer Credit Rating AAA/Stable
Local Government

Mill Vy, CA General Fund Pledge AAA/Stable
Mill Vy, CA Lease Appropriation AA+/Stable
Mill Vy, CA Unlimited Tax General Obligation AAA/Stable

The ratings appearing below the new issues represent an aggregation of debt issues (ASID) associated with related maturities. The maturities similarly reflect our
opinion about the creditworthiness of the U.S. Public Finance obligor's legal pledge for payment of the financial obligation. Nevertheless, these maturities may have
different credit ratings than the rating presented next to the ASID depending on whether or not additional legal pledge(s) support the specific maturity's payment

obligation, such as credit enhancement, as a result of defeasance, or other factors.

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in
our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at
https://disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further information. A description of each of S&P Global Ratings' rating categories is

contained in "S&P Global Ratings Definitions" at https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceld/504352. Complete ratings

information is available to RatingsDirect subscribers at www.capitalig.com. All ratings referenced herein can be found on S&P Global Ratings' public website at

www.spglobal.com/ratings.
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No content (including ratings, credit-related analyses and data, valuations, model, software, or other application or output therefrom) or any part thereof (Content) may
be modified, reverse engineered, reproduced, or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-
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Some of the Content may have been created with the assistance of an artificial intelligence (Al) tool. Published Content created or processed using Al is composed,
reviewed, edited, and approved by S&P personnel.

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

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

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

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