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Sub-Sovereign

City of Ostrava (Czech Republic)
Update to credit analysis

Summary

The credit profile of the City of Ostrava (Aa3 stable) reflects its strong operating
performance, supported by prudent budgetary management and a mature institutional
framework. It also reflects the city's robust liquidity and low debt burden, with liquid

funds fully covering outstanding debt. Ostrava will continue to generate strong operating
surpluses, which will remain a key source of funding for capital spending. The credit profile is
constrained by structural demographic pressures, most notably the long-term decline in the
city's population, and by pressure from high capital investment, which is expected to weigh
on liquidity buffers over the medium term.

The credit profile also reflects our assessment of a moderate likelihood that the Government
of the Czech Republic (Aa3 stable) would intervene in a timely manner to prevent a default.

Exhibit 1
Low leverage and negligible interest burden limit borrowing needs
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Credit strengths
» Strong and sustained operating performance with consistently high operating surpluses
» Liquidity will remain very strong providing a significant financial buffer

» Low and well managed debt burden with high affordability

Credit challenges
» Population decline weighing on the economic base and long-term revenue dynamics

» Pressure on financial performance stemming from high investment needs


https://moodysanalytics.fra1.qualtrics.com/jfe/form/SV_6nSiBDZYONp8Y7Q?pubid=PBC_1486092
https://www.moodys.com/credit-ratings/Ostrava-City-of-credit-rating-600021807
https://www.moodys.com/credit-ratings/Czech-Republic-Government-of-credit-rating-218505
https://www.moodys.com/credit-ratings/Czech-Republic-Government-of-credit-rating-218505
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Rating outlook
The stable outlook reflects the city's capacity to preserve solid operating performance, high liquidity, and low debt levels over the
medium term.

Factors that could lead to an upgrade
An upgrade of the sovereign rating, along with Ostrava's continued sound operating performance, strong liquidity, and contained debt
burden, would exert upward pressure on the city's rating.

Factors that could lead to a downgrade

Downward pressure on the rating could result from a downgrade of the sovereign rating and/or indications of weakening government
support. Additionally, deterioration in the city's operating performance, combined with a decline in liquidity and an unexpected
increase in debt, would lead to downward pressure on the rating.

Key indicators

Exhibit 2

City of Ostrava

(31th December) 2021 2022 2023 2024 2025 2026F 2027F
Primary Operating Balance (POB) / Operating Revenues 21.1% 20.0% 23.9% 26.0% 18.8% 16.2% 17.9%
Cash and Cash Equivalents / Operating Revenues 43.2% 43.6% 35.4% 42.2% 41.1% 46.7% 49.5%
Net Direct and Indirect Debt / Operating Revenues 23.4% 33.8% 26.1% 20.9% 18.0% 16.3% 19.2%
Interest Expenses / Operating Revenue 0.2% 0.5% 0.5% 0.3% 0.2% 0.1% 0.2%
Capital expenses / Total Expenses 23.4% 22.7% 21.9% 23.4% 21.8% 20.5% 21.0%
Cash Financing Result (Surplus or Deficit) / Total Revenues 1.9% -0.5% 4.4% 10.7% 2.2% 0.5% 1.8%

2026-27 Moody's forecasts
Sources: City of Ostrava, Moody's Ratings

Profile

The City Ostrava is the third-largest city in the Czech Republic by population and the second-largest by area. Historically an industrial
hub centered on coal mining and steel production, Ostrava has undergone significant economic transformation since the 1990s. Today,
it is a key regional economic center with a diversified economy, attracting foreign direct investment and fostering innovation through
its universities and business infrastructure.

Detailed credit considerations
The credit profile of the City of Ostrava, as expressed in its Aa3 rating, combines (1) a Baseline Credit Assessment (BCA) of aa3 and (2)
a moderate likelihood of extraordinary support that the national government would intervene in a timely manner to prevent a default.

Baseline Credit Assessment

Strong and sustained operating performance with consistently high operating surpluses

Ostrava continues to generate strong primary operating balances (POB) and benefits from a tax-supported revenue base and prudent
financial management, which have historically underpinned stable financial performance. In 2025, the City of Ostrava posted a strong
POB of 18.8% of operating revenue, although this represents a decline compared with the average margin of 22.3% over the past
decade.

The deterioration was driven by a mismatch between operating revenue and expenditure trends, as operating revenue increased by
only 1.5% in 2025, while operating expenditure growth accelerated to 11.1%. Within the revenue mix, tax revenue still grew by 6.2%
and accounted for 73.5% of operating revenue, but intergovernmental revenue declined by almost 29% and represented only 8%

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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of operating revenue. While the city maintained a strong tax base, the weaker transfer component and faster expenditure growth
compressed operating margins.

The city's operating revenue will remain largely supported by shared taxes (the national pool of value-added tax, personal and
corporate income tax), which account for about two-thirds of operating revenue, providing stability and a degree of financial flexibility
through economic cycles, although exposing Ostrava to national macroeconomic trends.

We expect Ostrava's POB will hold steady in the high teens (16%-18%) over 2026 and 2027, continuing to serve as a key internal
funding source for capital spending and limiting reliance on external borrowing. Moody's forecasts real economic growth at the national
level of 1.8% and 2.0% in 2026 and 2027, respectively, which should support tax revenue growth. At the same time, expenditure
pressures will persist, driven by higher transfers to contributory organizations and inflation, although the city’s track record of prudent
budgeting and strong expenditure control will help mitigate downside risks.

Liquidity will remain very strong providing a significant financial buffer

Ostrava's strong financial performance has supported the accumulation of cash reserves of CZK 6.78 billion, representing a very high
411% of operating revenues at year-end 2025. Available cash fully covered the city's net direct and indirect debt (NDID) at that date.
The simple amortization structure of direct debt allows the city to manage cash-flow related to debt service smoothly and does not put
pressure on liquidity, supporting its strong liquidity management.

We expect Ostrava's liquidity to remain ample and to continue fully covering its debt, preserving a very strong liquidity buffer. This
cushion provides flexibility to absorb potential volatility in operating performance or delays in external funding, while also supporting
timely execution of capital projects. Conservative treasury management, including low-risk deposits and close monitoring of cash
flows, will continue to underpin this favorable position.

Looking ahead, sustained capital spending will place gradual pressure on cash balances, particularly as project execution accelerates.
However, the city's strong operating surpluses and disciplined financial planning are likely to offset these pressures, ensuring that
liquidity remains strong relative to international peers.

We expect continuous high investment requirements in 2026-27, with capital spending of around CZK3.7-4.0 billion per year (over
20% of estimated total expenditure). Despite this, cash reserves are expected to remain broadly stable at above 40% of operating
revenue, covering more than 2.5x of NDID over the same period.

Low and well managed debt burden with high affordability
In 2025, Ostrava's NDID decreased to 18% of operating revenues, in line with our projections, down from 20.9% in 2024 and 261% in
2023. This decline reflects the regular amortization of both direct and indirect debt, as well as the growth in operating revenue.

At year-end 2025, the city's direct debt included a CZK100 million loan from the European Investment Bank (EIB, Aaa stable) and

a CZK857 million loan from Ceska Sporitelna, which together accounted for 55% of total direct debt. The remainder consists of
loans contracted by city districts, typically with long maturities and simple amortization structures. Most of the loan portfolio carries
fixed interest rates, while the floating-rate tranches from the EIB are hedged through financial derivatives, supporting prudent risk
management.

Debt affordability remains very strong, with interest expenses representing only 0.2% of operating revenue in 2025 and are expected
to remain at around 0.1%-0.2% in 2026-27. Debt service is also manageable, accounting for 2.6% of operating revenue in 2025 and
projected to decline to around 1.5%-1.6% over 2026-2027.

Indirect debt relates to the city's transportation company, with outstanding debt of CZK1.23 billion at year-end 2025 (7.4% of city's
operating revenue), largely incurred to finance the acquisition of a new tram fleet.

We expect NDID to decline further to 16.3% of operating revenue in 2026 due to continued amortization, before increasing modestly
t0 19.2% in 2027. This still indicates a low debt burden. Planned borrowing, including the CZK2.0 billion EIB loan signed in 2024 to co-
finance the new concert hall and other cultural projects, will be phased over 2027 and 2028 and therefore only gradually affect the
debt stock. This measured approach, combined with steady revenue growth and strong operating surpluses, will limit upward pressure
on leverage. The debt management will remain conservative, relying on long term loans with regular amortization.
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Population decline weighing on the economic base and long-term revenue dynamics

Ostrava's credit profile remains constrained by structural demographic challenges, most notably a long-term population decline, which
has gradually reduced the city’s tax base. The population declined from a peak of 330,000 inhabitants in 1990 to around 281,000

in 2025, broadly equivalent to an annual decrease of around 2%. While recent inflows, including immigration linked to Ukrainian
refugees, have temporarily stabilized population trends, the underlying trajectory remains negative and is likely to persist over the
medium term.

The city's ongoing economic transformation toward a more diversified and knowledge-based economy, supported by investment

in education, innovation and infrastructure, will partially mitigate these pressures. However, the benefits of these initiatives will
materialize only gradually, and the city's relative competitiveness compared with other Czech urban centers will remain a key factor for
long-term growth.

Demographic trends are particularly relevant given their impact on shared tax revenues, which constitute a large share of operating
income. Continued population decline would therefore have a gradual negative effect on revenue growth. The city’s policy initiatives
aimed at improving attractiveness, including urban development, housing, and support for higher-value industries and universities, may
help slow the decline, but are unlikely to fully reverse it in the near term.

Pressure on financial performance stemming from high investment needs

Ostrava's large capital programme remains a constraint on financial performance, given its size relative to the city’s expenditure base.
Capital spending reached CZK3.75 billion in 2025 (21.8% of total expenditure) and is expected to remain at above one-fifth of total
spending in 2026-2027, driven by major projects such as the concert hall and other urban investments.

This level of investments is likely to exert pressure on the city's finances amid a narrowing operating cushion in 2026-2027, as the same
level of capital spending absorbs a larger share of internally generated resources, reducing budgetary headroom.

The impact of elevated capital spending is mitigated by several factors. First, the city retains positive internal financing capacity, with a
self-financing ratio of around 110% in 2025 and slightly above 100% over 2026-2027. Second, liquidity remains robust and is expected
to continue exceeding outstanding debt by a wide margin, even as investment temporarily weighs on cash levels in 2026. Third,
leverage will remain low despite the expected borrowing associated with the capital programme.

In addition, Ostrava regularly monitors its investment plan and adjusts capital spending in line with revenue developments, which
provides additional flexibility in execution.

Extraordinary support considerations

We consider Ostrava to have a moderate likelihood of extraordinary support from the central government, reflecting the central
government’s promotion of greater accountability for Czech cities. The system of oversight implemented by the central government
requires regular monitoring of the cities' debt and liquidity. Reputational risk issues for the central government appear to be modest,
given the cities’ debt structure, which relies on bank loans rather than bonds.
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ESG considerations
Ostrava, City of's ESG credit impact score is CIS-2

Exhibit 3
ESG credit impact score
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]

ESG considerations do not have a material impact on the current rating.

Source: Moody's Ratings

Ostrava's ESG Credit Impact Score (CIS-2) indicates that ESG considerations do not have a material impact on the rating. The score
reflects limited impact of social risks on the rating, along with only moderate exposure stemming from environmental risks and positive
governance aspect.

Exhibit 4
ESG issuer profile scores
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Source: Moody's Ratings

Environmental

Ostrava has a material exposure to environmental risks (E-3), reflecting its exposure to physical climate risks and waste and pollution
risks. The predominant risk is air pollution, particularly in the Moravian-Silesian Region (A1 stable), which houses the City of Ostrava
and suffers from the poorest air quality among Czech regions. This pollution is a reflection of the city's industrial nature, cross-border
pollution from Poland (A2 stable), the use of solid fuels in local heating systems, and the unique geomorphology of the Ostrava basin.
Despite substantial investments in environmental protection within the both city and regional area - the highest in the country - the
city's industrial fabric poses a barrier to immediate, significant air quality improvements. Ostrava is a national leader in green public
transportation and the first Czech city which joined the European association Covenant of Mayors. This association, launched in 2008,
gathers local governments voluntarily committed to achieving and exceeding the EU climate and energy targets. Ostrava has published
a Sustainable Energy and Climate Action Plan 2030 with the aim to reduce CO2 emissions by 55% compared to the CO2 emissions in
2000.

Social

There is a limited exposure to social risks (S-2), reflecting good access to education and health care facilities along with well-
developed infrastructure that ensures the availability of basic services. However, labor and income risks persist as the city grapples
with an unemployment rate exceeding the national and regional averages, meanwhile the average regional salary lags behind the
national average by approximately 10%. These factors could potentially hinder the city's economic progression. Although Ostrava has
experienced population decline in recent years, the influx of Ukrainian refugees has reversed this trend over 2022-24. In addition, the
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city faces a long-term fiscal sustainability challenge due to demographic changes, specifically a rapidly aging population. To enhance its
social and economic appeal, the city has initiated several projects, including collaborations with local universities.

Governance

Governance considerations have a positive impact on Ostrava's credit profile (G-1). The city operates within a strong institutional
framework with clearly defined intergovernmental relationship. Institutional changes, if any, take place at a measured pace and without
any significant disruption for the financial architecture of the Czech regions and the cities. Like every Czech city, Ostrava enjoys a
moderate level of revenue raising flexibility enabled by the national legislation. The city can partially change property taxes and

some fees related to public transportation and waste management securing additional structural revenues in case of need. On the
expenditure side, Ostrava can easily delay or reduce some services, repairs and contributions to non-profit organizations, and cut a
portion of its significant annual capex in case of need. Fiscal and debt policies are overall prudent and transparent. Debt structure is
simple with amortizing profiles and contained debt service payments over the years. Strong financial performances over time, coupled
with solid liquidity position, enable the administration to mitigate any E and S risks.

ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on Moodys.com. In order to view the
latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.
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Rating methodology and scorecard factors
The assigned BCA of aa3 is in line with the BCA scorecard-indicated outcome.

The principal methodology used to rate City of Ostrava is the Regional and Local Governments rating methodology, published in May
2026.

Exhibit 5
Ostrava, City of
Regional & Local Governments

Baseline Credit Assessment - Scorecard Score Value Sub-factor Weighting Sub-factor Score Factor Weighting Total
Factor 1: Economy 25% 1.30
Regional Income [1] 4.67 47264.81 15% 0.70
Economic Growth 9.00 baa 5% 0.45
Economic Diversification 3.00 aa 5% 0.15
Factor 2: Institutional Framework and
Governance 30% 1.35
Institutional Framework 6.00 a 15% 0.90
Governance 3.00 aa 15% 0.45
Factor 3: Financial Performance 20% 0.74
Operating Margin [2] 415 18.81% 10% 0.42
Liquidity Ratio [3] 0.50 41.07% 5% 0.03
Ease of Access to Funding 6.00 a 5% 0.30
Factor 4: Leverage 25% 0.29
Debt Burden [4] 1.40 18.04% 15% 0.21
Interest Burden [5] 0.82 016% 10% 0.08
Preliminary BCA Scorecard-Indicated
Outcome (SIO) (3.68) aa3
Idiosyncratic Notching 0.0
Preliminary BCA SIO After Idiosyncratic
Notching (3.68) aa3
Sovereign Rating Threshold Aa3
Operating Environment Notching 0.0
BCA Scorecard-Indicated Outcome (4.00) aa3
Assigned BCA aa3

[1] Regional GDP per capita in terms of purchasing power parity (PPP) terms, in international dollars
[2] Primary Operating Balance / Operating Revenue

[3] Cash and Cash Equivalents / Operating Revenue

[4] Net Direct and Indirect Debt / Operating Revenue

[5] Interest Payments/ Operating Revenue

Source: Moody's Ratings; Fiscal 2025.

Ratings

Exhibit 6

Category Moody's Rating

OSTRAVA, CITY OF
Outlook Stable
Baseline Credit Assessment aa3
Issuer Rating Aa3

Source: Moody's Ratings
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