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Region of Mazowieckie

Key Rating Drivers

Robust Finances Drive Rating: The ratings of the Region of Mazowieckie reflect Fitch Ratings’
expectation that the region has rating headroom to withstand the short-term economic
disruption caused by the coronavirus pandemic. The payback ratio is set to deteriorate due to
a contraction in the region’s operating balance, but should remain compatible with the ratings.

Worsening Debt Sustainability Metrics: Fitch has revised down Mazowieckie's Standalone
Credit Profile (SCP) to 'a+',from 'aa+', due to its worsening debt ratio.

Rating Derivation: Based on the ‘Midrange' risk profile assessment and reassessment of the
debt sustainability metrics, Fitch has revised down Mazowieckie's SCP to ‘a+’, from ‘aa+,
without negative impact on the region’s Issuer Default Ratings (IDR). The region’s ratings are
capped by Poland’s rating (A-/Stable). No other rating factors affectits ratings.

Risk Profile - ‘Midrange” The region’s ‘Midrange’ risk profile combines ‘Weaker' revenue
adjustability with ‘Stronger’ expenditure adjustability and ‘Midrange’ revenue robustness,
expenditure sustainability and liabilities and liquidity framework.

Revenue Framework - ‘Midrange’: Mazowieckie’s revenue is dominated by income taxes,
which contributed 81% of total revenue in 2019. Mazowieckie has the highest share of
corporate income tax in its revenue among the country’s regions, at 69% in 2019 compared
with about 40%. This leads us to assess its ability to generate additional revenue in response to
an economic downturn as weaker.

The region is Poland’s wealthiest and the only contributor to Poland’s regional equalisation
scheme; it will pay PLN593 millioninto the system in 2020.

Expenditure Framework - ‘Midrange”: Mazowieckie has a proven record of reducing total
expenditure if required, as it has great flexibility in spending. Operating costs are moderately
fixed, with staff costs amounting to 13% of the total in 2019, and the share of capex, which can
be cut or postponed should revenue be lower than forecast, is a high 33% of total spending.
Polish regions have mostly non-cyclical responsibilities, although Mazowieckie’s equalisation
payments are cyclical and amounted to 16% of total expenditure in 2019.

Debt Sustainability - ‘aa” Fitch has revised its rating-case assumptions to factor in the
expected economic downturn triggered by the pandemic. We project a worsening of debt
payback to about four years (2019: 0.8 years) and the synthetic debt service coverage ratio to
about 4.0x by 2024 (2019: 15.2x). This leads to a downward revision of Mazowieckie's debt
sustainability to ‘aa’, from ‘aaa’.

ESG Relevance Score: The highest level of ESG credit relevance is a score of ‘3’ - ESG issues
are credit neutral or have only a minimal credit impact on the entity, either due to their nature
or the way inwhich they are being managed by the entity.

Rating Sensitivities

Aligned with Sovereign: An upgrade of the sovereign IDRs could trigger an upgrade of
Mazowieckie, as the region’s IDRs are constrained by the sovereign ratings.

Lowering of SCP: A downgrade of Poland’s sovereign ratings would lead to a downgrade of
Mazowieckie’s ratings, as would a lowering of Mazowieckie’s SCP to ‘bbb+. This could be
driven by a significant deterioration in debt metrics, particularly a debt payback of 9.0x
combined with a weaker synthetic coverage ratio of below 1.5x for a sustained period in our
rating case.
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Issuer Profile

Mazowieckie is the largest andrichest of
Poland’s 16 regions, with a population of 5.3
million. Gross regionalproduct was 161% of
the national average and 67% of the EU28
average. The unemployment rate was 4.4% at
end-2019 (national 5.2%). Services dominate
the economy aroundthe region’s capital, the
City of Warsaw, with a wealthy and
diversified tax base. Distant sub-regions
show weaker wealth indicators.

Financial Data

Region of Mazowieckie

(PLNm) 2019  2024rc
Payback (x) 0.8 2.9
Synthetic coverage (x)? 15.2 3.8
Actual coverage (x) 4.1 3.3
Fiscal debt burden (%) 23.9 64.7
Net adjusted debt 738 1,744
Operating balance 925 592
Operating revenue 3,092 2,695
Debt service 223 179
Mortgage-style debt 62 157
annuity?

rc: Fitch's rating-case scenario
2 Fitch’s calculation (see Appendix C)
Source: Fitch Ratings, Mazowieckie
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Appendix A: Financial Data Rating History
Region of Mazowieckie oo eurrenc,
(PLNm) 2016 2017 2018 2019 2020rc 2024rc Date Currency IDR 1DR
10 Nov 17 A- A-
Taxes 1,743 2,104 2439 2,695 2021 2,374 20May 16 BBB+ A
Transfers received 274 295 292 328 344 251 18Dec13  BBB BBB+
Fees, fines and other operating revenue 143 73 86 70 70 70 12 Apr 11 BBB+ A
Operating revenue 2,160 2,472 2,817 3,092 2,435 2,695 19 Jan 07 A A
Operating expenditure -1,802 -1,745 -1,874 -2,167 -2,113 -2,103 05 Dec 06 BBB+ A
Operating balance 359 727 943 925 322 592
Source: Fitch Ratings
Interest revenue 4 8 6 6 0 0
Interest expenditure -51 -48 -41 -27 -22 -69
Current balance 312 687 908 904 300 523
Capital revenue 138 70 141 221 221 316
Capital expenditure -395 -506 -723  -1,101 -700 -1,000
Capital balance -257 -436 -582 -879 -479 -684
Total revenue 2,303 2,550 2,965 3,321 2,656 3,011
Total expenditure -2,248 2299 -2639 -3296 -2835 -3,172
Surplus (deficit) before net financing 55 251 326 25 -179 -161 Socioeconomic Indicators
Region of
New direct debt borrowing 0 0 0 0 236 328 Mazowieckie  Poland
Direct debt repayment 82 214 208  -197 96  -110 ;gi’;"(a;‘)"” 54 384
Net direct debt movement -82 -214 -208 -197 140 218 Average salary 5.889 4835
2018 (PLN)
Overall results -26 37 119 -172 -39 57 Unemployment 44 52
rate 2019 (%)
Short-term debt 119 0 0 0 0 0 Source: Fitch Ratings, Statistics Poland
Long-term debt 1,325 1,195 1,002 802 962 1,826
Intergovernmental debt 0 0 0 0 0 0
Direct debt 1444 1,195 1,002 802 962 1,826
Other Fitch-classified debt 0 0 0 0 0 0
Adjusted debt 1444 1,195 1,002 802 962 1,826
Guarantees issued (excluding adjusted debt
portion) 124 144 129 135 135 135
Majority-owned GRE debt and other
contingent liabilities 769 473 646 452 652 652
Overall adjusted debt 2,337 1,812 1,777 1,388 1,749 2,613
Total cash, liquid deposits and sinking funds 107 129 228 64 159 82
Restricted cash 0 0 0 0 0 0
Unrestricted cash 107 129 228 64 159 82
Net adjusted debt 1,337 1,066 774 738 803 1,744
Net overall debt 2,230 1,683 1,548 1,325 1,590 2,531
rc: Fitch’s rating case, based on conservative assumptions; 2024 is the last year of the rating-case scenario
Source: Fitch Ratings, Fitch Solutions, Mazowieckie
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Appendix B: Financial Ratios
Region of Mazowieckie

2016 2017 2018 2019 2020rc 2024rc
Fiscal performance ratios
Operating balance/operating revenue (%) 166 294 33.5 29.9 13.2 22.0
Current balance/current revenue (%) 144 27.7 32.2 29.2 12.3 19.4
Operating revenue growth (annual % change) 29 144 14.0 9.7 -213 3.7
Operating expenditure growth (annual % change) 144  -31 74 15.6 -2.5 -0.5
Surplus (deficit) before net financing/total
revenue (%) 2.4 9.8 11.0 0.8 -6.7 -5.3
Total revenue growth (annual % change) -16.8 10.7 16.3 120 -20.0 4.5
Total expenditure growth (annual % change) -13.3 2.3 14.8 249 -122 3.3
Debt ratios - type B
Primary metrics (x)
Payback ratio 3.7 1.5 0.8 0.8 25 29
Enhanced paybackratio 3.7 1.5 0.8 0.8 25 2.9
Overall payback ratio 6.2 2.3 1.6 14 4.9 43
Enhanced overall payback ratio 6.2 2.3 1.6 14 4.9 4.3
Secondary metrics
Fiscal debt burden (%) 619 431 27.5 23.9 33.0 64.7
Synthetic debt service coverage ratio (x) 3.1 7.8 13.8 15.2 50 3.8
Actual debt service coverage ratio (x) 2.7 2.8 3.8 4.1 2.7 3.3
Other debt ratios
Liquidity coverage ratio (x) 4.0 3.2 4.3 5.2 4.4 3.4
Direct debt maturing in one year/total direct debt
(%) 234 0.0 25.0 11.5 10.0 9.3
Direct debt (annual % change) -37 -173 -161 -200 20.0 15.0
Apparent cost of directdebt (interest paid/direct
debt) (%) 3.5 3.6 3.8 3.0 25 40
Revenueratios (%)
Tax revenue/total revenue 757 825 823 81.2 76.1 78.8
Current transfers received/total revenue 11.9 115 9.9 9.9 13.0 8.3
Interest revenue/total revenue 0.2 0.3 0.2 0.2 0.0 0.0
Capital revenue/total revenue 6.0 2.7 4.7 6.7 8.3 10.5
Expenditure ratios (%)
Staff expenditure/total expenditure 161 16.6 14.5 12.6 - -
Current transfers made/total expenditure 261 267 27.4 237 - -
Interest expenditure/total expenditure 2.3 2.1 1.6 0.8 0.8 2.2
Capital expenditure/total expenditure 176 220 27.4 334 247 315

rc: Fitch’s rating case, based on conservative assumptions; 2024 is the last year of the rating-case scenario

Source: Fitch Ratings, Fitch Solutions, Mazowieckie
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Appendix C: Data Adjustments
Synthetic CoverageCalculation

Fitch’s synthetic coverage calculation assumes a mortgage-style amortisation over 15years of
the entity’s net adjusted debt, using its average cost of debt. This synthetic calculation is used
to assess the debt sustainability of Polish local and regional governments.

(PLNm) 2019 2024rc
Net adjusted debt 738 1,744
Apparent cost of debt (%) 3.0 4.0
Amortisation period 15 15
Mortgage-style debt annuity 62 157

rc: Fitch’s rating case
Source: Fitch Ratings, Fitch Solutions
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The ratings above were solicited and assigned or maintained at the request of the rated
entity/issuer or a related third party. Any exceptions follow below.

ALL FITCH CREDIT RATINGS ARE SUBJECT TOCERTAIN LIMITATIONSAND DISCLAIMERS. PLEASEREAD THESE LIMITATIONS AND
DISCLAIMERS BY FOLLOWING THIS LINK: HTTPS://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIESARE AVAILABLE FROM THISSITE AT ALL
TIMES. FITCH'SCODEOF CONDUCT, CONFIDENTIALITY, CONFLICTSOF INTEREST, AFFILIATEF IREWALL, COMPLIANCE, AND
OTHER RELEVANT POLICIES AND PROCEDURESARE ALSO AVAILABLE FROM THE CODEOF CONDUCT SECTION OF THIS SITE. FITCH
MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TOTHE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS
SERVICE FOR RATINGSFOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CANBE FOUND ON THE ENTITY
SUMMARY PAGE FORTHIS ISSUER ON THE FITCHWEBSITE.

Copyright © 2020 by FitchRatings, 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 orin 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 itinaccordance withits ratings methodology, and obtains reasonable verification of
that information from independent sources, tothe extent such sources are available for agivensecurity or inagiven 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 therated security
and its issuer, the requirements and practices inthe 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 tothe management of theissuer and itsadvisers, 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 Fitchrelies on in connection witharatingor areport will be accurate and complete Ultimately, the issuer andits advisers are
responsible for the accuracy of the information they provide toFitch and to the market in offering documents and other reports. Inissuing 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 finandial and other information areinher ently forward-
looking and embody assumptions and predictions about future events that by their nature cannot be verifiedas facts. As aresult, despite any
verification of current facts, ratingsand forecasts can be affected by future events or conditions that were not anticipated at the time arating
or forecast was issued or affirmed.

The information in thisreport is provided“as is” without any representation or warranty of any kind, and Fitch does not represent orwarrant

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 t hat Fitch is
continuously evaluating and updating. Therefore, ratings andreports arethe collective work product of Fitch and no individual, or group of
individuals, is solely responsible for a ratingor areport. Theratingdoes not address the risk of loss due to risks otherthan 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 inthe solediscretion of Fitch. Fitch does not provideinvestment 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 madein respect toany 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$750,000 (or the
applicable currency equivalent) perissue. In certain cases, Fitch will rate all ora number of issues issued by aparticularissuer, or insured or
guaranteed by a particularinsurer or guarantor, for asingle annual fee. Suchfeesare expectedto vary from US$ 10,000 to US$ 1,500,000 (or
the applicable currency equivalent). The assignment, publication, or dissemination of arating by Fitch shall not constitute aconsent by Fitch
to use its name as an expert in connection with any registration statement filed under the United Statessecuritieslaws, the Finandial Services
and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative ef ficiency 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, Taiwanand 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 withinthe meaning of the Corporations Act 2001.
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