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OVERVIEW AND SCOPE
1. S&P Global Ratings is publishing its methodology for making analytical adjustments to

companies' reported financial data.

2. These criteria would apply to entities we rate globally using our corporate methodology, including
traditional corporates as well as financial companies in scope of our "Key Credit Factors For Asset
Managers," "Key Credit Factors For Financial Market Infrastructure Companies," and "Key Credit
Factors For Financial Services Finance Companies." The criteria will also apply to companies we
rate under our methodology for investment holding companies, commodities trading companies,
the operating leasing industry, and mid-market evaluations. The criteria would not apply to project
finance entities and corporate securitizations because of their unique characteristics. For the
related guidance article, see "Guidance: Corporate Methodology: Ratios And Adjustments,"
published April 1, 2019.

IMPACT ON OUTSTANDING RATINGS
3. We are revising and updating our methodology to provide greater clarity and transparency. We

have reorganized our analytical adjustments into four overarching principles and the adjustments
associated with these principles. We also modified our adjustments for lease accounting changes.
Based on our preliminary testing, we expect these updated criteria to result in negligible rating
changes and none by more than one notch.

Key Publication Information

- Original publication date: April 1, 2019

- Effective date: Immediately.

- These criteria address the fundamentals set out in "Principles Of Credit Ratings,"
published on Feb. 16, 2011.

Criteria | Corporates | General:

Corporate Methodology: Ratios And Adjustments
April 1, 2019

ANALYTICAL CONTACTS

Leonard A Grimando

New York

(1) 212-438-3487

leonard.grimando
@spglobal.com

Imre Guba

Madrid

(44) 20-7176-3849

imre.guba
@spglobal.com

Sam C Holland, FCA

London

(44) 20-7176-3779

sam.holland
@spglobal.com

Shripad J Joshi, CPA, CA

New York

(1) 212-438-4069

shripad.joshi
@spglobal.com

Raam Ratnam, CFA, CPA

London

(44) 20-7176-7462

raam.ratnam
@spglobal.com

Scott E Zari, CFA

Chicago

+ 1 (312) 233 7079

scott.zari
@spglobal.com

See complete contact list at end of article.

www.spglobal.com/ratingsdirect April 1, 2019       1

mailto: leonard.grimando@spglobal.com
mailto: leonard.grimando@spglobal.com
mailto: imre.guba@spglobal.com
mailto: imre.guba@spglobal.com
mailto: sam.holland@spglobal.com
mailto: sam.holland@spglobal.com
mailto: shripad.joshi@spglobal.com
mailto: shripad.joshi@spglobal.com
mailto: raam.ratnam@spglobal.com
mailto: raam.ratnam@spglobal.com
mailto: scott.zari@spglobal.com
mailto: scott.zari@spglobal.com


METHODOLOGY
4. An entity's financial statements and data are core inputs to our cash flow/leverage and

competitive position analysis. We may make adjustments to the reported financial statements to
calculate adjusted credit ratios in order to:

- Better align an entity's reported financial data with our view of the underlying economics of
specific transactions, as well as continuing operations. This may include adjustments for
transformational events.

- Improve the global comparability of financial data between companies and across industries
and geographies. For example, we may adjust reported financial figures when credit ratios are
affected by different applicable accounting principles, measurements, and recognition or
disclosure practices.

- Adjust the consolidation approach embedded in reported financials to best reflect our opinion
of an entity's business, economic, and financial ties to other members of the group including
subsidiaries, holding companies, and affiliates.

5. We organize our ratios and adjustments methodological framework around key adjustment
principles applied in the calculation of adjusted debt, earnings, cash flow, and interest, and three
categories of adjustments that are consistent with these principles. The categories are:

- "Routine" adjustments generally made to all entities, where applicable. Examples of these
would be adjustments for leases and post-retirement obligations.

- "Situational" adjustments expected to be applied only in rare circumstances and only if we
believe that they will significantly affect a company's credit metrics and are not factored
elsewhere in our rating analysis. Examples of these adjustments include foreign currency
hedges of debt principal and other exposures such as litigation.

- "Sector-specific" adjustments pertain only to particular sectors.
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Key Terms

When we use the following terms in our methodology, we define them as described below.
All elements considered in these definitions should be read in conjunction with our
Adjustment Principles, and are computed including all applicable adjustments as
described in the accompanying guidance.

Capital: Debt plus equity.

Capitalization: Capital less goodwill that exceeds 10% of total adjusted assets.

Cash interest paid: Cash interest paid is the reported amount in the statement of cash
flows adjusted for capitalized interest, coupon payments on debt-like hybrid instruments,
and any imputed lease-related cash interest for companies where lease payments are
characterized as operating expenses.

Cash flow from operations (CFO): CFO is also referred to as operating cash flow. This
measure takes reported cash flows from operating activities (as opposed to investing and
financing activities), and includes all cash interest received and paid, dividends received,
and cash tax paid in the period.

Cash tax paid: Income taxes paid on taxable profit, or income tax refunded.

Discretionary cash flow (DCF): Free operating cash flow (FOCF) minus cash dividends paid
on common and preferred stock, less share buybacks.

Debt: Financial debt including bank borrowings, loans, and debt capital market
instruments.

Dividends paid: Dividends to common and preferred shareholders and to minority
shareholders of consolidated subsidiaries.

EBIT: Revenue minus operating expenses. We then include interest income, the company's
share of equity earnings of associates and joint ventures, and other recurring,
non-operating items.

EBITDA: Revenue minus operating expenses (excluding depreciation, amortization, and
non-current asset impairment and impairment reversals). We include cash dividends
received from investments accounted for under the equity method, and exclude the
company's share of these investees' profits. We also exclude share-based compensation
expense payable in shares.

Equity: Common equity, minority interests, and certain other forms of non-debt financing.

Funds from operations (FFO): EBITDA, minus cash interest paid minus cash tax paid.

Free operating cash flow (FOCF): CFO minus capital expenditures.

Interest: This is the reported interest expense, including non-cash interest on conventional
debt instruments (such as payment-in-kind, zero-coupon, and inflation-linked debt),
minus any interest income derived from assets structurally linked to a debt instrument.

Revenues: Total sales and other revenues from operating activities.
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Key Ratios

The key credit ratios that we use in the cash flow/leverage and competitive position
analysis under our corporate methodology include core ratios, supplementary ratios, and
profitability ratios.

Core ratios:

- FFO to debt

- Debt to EBITDA

Supplementary ratios:

- CFO to debt

- FOCF to debt

- DCF to debt

- FFO plus cash interest paid to cash interest paid (FFO cash interest cover)

- EBITDA to interest

Profitability ratios:

- EBIT to revenues (EBIT margin)

- EBITDA to revenues (EBITDA margin)

- EBIT to average of the beginning-of-year and end-of-year capital (return on capital)

ADJUSTMENT PRINCIPLES
6. We apply four key principles in our adjustments to reported financial data:

- Adjusted debt principle

- Adjusted earnings principle

- Adjusted cash flow principle

- Adjusted interest principle

Adjusted Debt Principle
7. Many of the analytical adjustments we make reflect our view of certain implicit financing

transactions as being debt-like. Our depiction of these transactions as akin to debt can be
contrary to how a company reports them and affects not only our quantification of debt, but also
the measures of earnings we use in our analysis.

8. Our objective, where practicable, is to use an amortized cost method to calculate debt, consistent
with the amortized cost method under accounting standards like International Financial Reporting
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Standards (IFRS) and U.S. Generally Accepted Accounting Principles (U.S. GAAP). This method
reflects debt as the amount of the original proceeds, plus interest calculated using the effective
interest rate, minus repayments of principal and interest. We include accumulated
payment-in-kind interest in our adjusted debt measure.

9. In general, items that we add to reported debt to calculate adjusted debt include:

- Incurred liabilities that provide no future offsetting operating benefit (such as underfunded
postretirement employee benefits and asset retirement obligations);

- On- and off-balance-sheet commitments to purchase or use of long-life assets (such as lease
obligations) or businesses (such as deferred purchase consideration) where the benefits of
ownership are accruing to the company; and

- Amounts relating to certain instances when a company accelerates the monetization of assets
in lieu of borrowing (such as through securitization, sale, or factoring of accounts receivable).

10. Many of these adjustments reflect probable future calls on cash, but not all future calls on cash
are forms of debt. We do not consider a company's future commitments to purchase goods or
services it has not received as akin to debt. This is because these are executory contracts, which
means a counterparty must still perform an action and the benefits of ownership have yet to
accrue to the company. On the contrary, certain non-executory contracts are seen as debt.

11. Not all incurred liabilities are added to reported debt. The adjusted debt figure excludes
obligations, such as accounts payable and other accrued liabilities, because we regard them as
trade credit. However, if a company defers payment beyond the term customary for its supply
chain (which can occur with reverse factoring, for example), we may adjust debt.

12. Additionally, in certain cases our adjusted debt measure may exclude obligations a company
reports as debt. This is, for example, because we consider those obligations as equity-like rather
than debt, e.g. certain hybrid instruments and certain shareholder loans.

Adjusted Earnings Principle
13. We adjust reported earnings to capture our view of the results of a company's continuing business

activities and its ability to generate recurring cash flow from its operations. Our three measures of
adjusted earnings are EBITDA, EBIT, and FFO.

14. Our adjusted EBITDA metric aims to capture the results of a company's operating activities before
interest, taxes, and depreciation and amortization. In other words, EBITDA excludes the impact on
earnings of capital spending and other investing and financing activities. Generally, this means
that any income statement activity, the cash effects of which have been (or will be) classified as
being from operating activities (excluding interest and taxes), is included in our definition of
EBITDA.

15. Our adjusted EBIT metric measures profit after depreciation and amortization costs (and thereby
factors in capital intensity and capital spending), as well as operating and non-operating factors.
Our measure of EBIT includes most income statement activity except for interest and taxes. This
includes activity we view as non-operating (which is, however, excluded from EBITDA).

16. Our FFO metric indicates a company's ability to generate recurring cash flows from operations
independent of changes in working capital. We derive our FFO metric from adjusted EBITDA and
subtract cash interest and cash taxes.
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Adjusted Cash Flow Principle
17. We typically only adjust reported cash flows to reclassify transactions between the different

categories in the statement of cash flows in order to facilitate comparing operating cash flows. We
do this because our analysis focuses on the actual cash flows a company derives from its different
activities.

18. Accordingly, we do not carry through all our debt and earnings adjustments to our adjusted cash
flow measures. For example, although we consider pension obligations as debt, we accept the
reporting of pension cash contributions as operating cash flows rather than reclassifying them as
financing outflows (i.e. a repayment of debt principal).

19. We primarily rely on three measures of adjusted cash flow: CFO, FOCF, and DCF.

Adjusted Interest Principle
20. We adjust interest to reflect the reported and imputed borrowing costs associated with our

adjusted debt measure. Our adjusted interest expense is primarily used for supplementary
coverage ratios. We generally do not net interest income from our adjusted interest expense
unless it is generated by assets which we view as structurally linked to debt-like instruments,
such as post-retirement obligations and asset retirement obligations.

ANALYTICAL ADJUSTMENTS
21. Our use of analytical adjustments typically depends on whether the transactions and items a

company reports could materially affect our view of the company's credit metrics. Therefore, we
may not make certain adjustments if we believe the related amounts are immaterial to our
analysis. There are three categories of analytical adjustments: routine, situational, and
sector-specific.

Routine Adjustments
22. We typically make the following routine adjustments to all companies, where applicable and

material:

- Accessible cash and liquid investments

- Leases

- Postretirement employee benefits and deferred compensation

- Asset-retirement obligations

- Capitalized development costs

- Securitization, sale, and factoring of receivables and other assets

- Hybrid capital instruments

- Capitalized interest

- Financial guarantees

- Earn outs and deferred consideration for business acquisitions
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Accessible cash and liquid investments
23. We calculate adjusted debt net of accessible cash and liquid investments (accessible cash),

because a company that has cash available to repay debt on short notice has more financial
flexibility than a company with no such cash available. In analyzing a company's cash and
investments, we focus on their accessibility and liquidity. Our adjustment for accessible cash is
company-specific; we calculate the amount based on information of a company's quickly
accessible cash holdings and investment portfolio.

24. Accessible cash includes:

- All cash and cash equivalents as reported by the company, unless we have evidence that the
cash might be inaccessible as described in the ratios and adjustments guidance document;

- Short-term investments as reported by the company, unless we have evidence they are illiquid
or inaccessible; and

- Long-term investments and other assets in situations where we have evidence that they are
liquid and accessible.

25. In situations where we determine that a company's weaker business characteristics or its
ownership by financial sponsors do not support this adjustment, we do not net accessible cash
against debt (please see our ratios and adjustments guidance document for more information).

Leases
26. Under lease arrangements, the lessee contracts for the use of an asset, entering into a debt-like

financing obligation to make periodic rental payments. To account for this, we adjust debt,
earnings, cash flows, and interest for comparability across accounting regimes. In certain cases,
we may increase lease liabilities if we believe the reported lease disclosure does not adequately
capture the lease leverage, for example if we view remaining lease terms to be artificially short
relative to the expected use of the lease asset.

Postretirement employee benefits and deferred compensation
27. We include underfunded defined-benefit obligations for retirees, including pensions and health

care coverage (collectively, postretirement benefits [PRB]) in our measure of adjusted debt. These
obligations also include other forms of deferred compensation like retiree lump-sum payment
schemes and long-service awards. We include these obligations in our measure of adjusted debt
because they represent financial obligations that must be paid over time. We do not include
defined-contribution obligations in our calculation of PRB.

28. We aggregate all retiree benefit plan assets and liabilities for pension, health, and other
obligations, netting the positions of a company's plans in surplus against those that are in deficit,
on an after-tax basis. Adjusted debt is not reduced if there are net surpluses.

Asset-retirement obligations
29. Asset-retirement obligations (AROs) or decommissioning liabilities are legal obligations

associated with a company's retirement of tangible long-term assets. In line with our adjusted
debt principle, we treat AROs as debt-like obligations. We add AROs to debt after deducting any
dedicated retirement-fund assets or provisions, salvage value, and anticipated tax benefits.
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Capitalized development costs
30. In financial reporting, research costs are almost universally treated as an expense. However, the

treatment of development costs varies because of the differences between accounting regimes
and the subjectivity in determining when development costs are capitalized. To enhance
comparability, we generally treat all capitalized development costs as if they were expensed in the
period incurred.

Securitization, sale, and factoring of receivables and other assets
31. We regard the securitization, sale, and factoring of trade receivables and other assets generated

on an ongoing basis in the ordinary course of business as being akin to secured financing. We
make this adjustment even when the transaction is non-recourse because in our view moral
obligation payments may occur, and we do not presume the company will have permanent access
to the securitization or factoring market and may need to incur conventional debt to replace this
source of financing.

32. We include the securitized debt-like obligations in our debt measures. For trade receivables sales
or other asset sales, we include the trade receivable asset or other asset, respectively, on the
balance sheet and add the associated funding liability to debt.

Hybrid capital instruments
33. The treatment of hybrid capital instruments in our leverage and debt service ratio calculations

depends on the equity content classification of the instrument as determined by using our hybrid
criteria.

Capitalized interest
34. Under most accounting regimes, financial statements capitalize interest costs during the

construction of fixed assets. This can obscure the total interest that has been incurred during the
construction period, hindering comparisons of the interest burden between companies that
capitalize and do not capitalize interest. We include interest costs that have been capitalized in
adjusted interest in the period when they were incurred.

Financial guarantees
35. A financial guarantee is a promise by one party to assume a liability of another party if that party

fails to meet its obligations under the liability. If a company has guaranteed liabilities of a third
party or an unconsolidated affiliate, we typically add the guaranteed amount to the company's
reported debt. However, we do not add the guaranteed amount to debt if, in our opinion, the
guaranteed party is sufficiently creditworthy. We typically add a lower amount to debt if we believe
that, if the guarantee were called, the net amount payable would be lower than the guaranteed
amount. We do not add performance guarantees to debt unless the company has a history of
significant payments under these types of guarantees, or it is expected to incur such payments in
the future.
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Earn outs and deferred consideration for business acquisitions
36. Companies acquiring other companies sometimes finance a portion of the purchase price by

entering into contingent consideration arrangements (that is, "earn outs") and/or by paying a fixed
sum on a delayed basis (deferred consideration). We typically view these transactions as a form of
financing and therefore we add the liability to debt to reflect this view.

Situational Adjustments
37. In rare circumstances, when our analysts believe a quantitative adjustment, such as the inclusion

of an unusual liability in adjusted debt, is the most effective way to capture the risk inherent in an
entity's particular circumstances, we will make a situational adjustment, even if not contemplated
above.

38. Notwithstanding, if there is significant uncertainty about when an exposure may crystallize, or it is
difficult to accurately quantify the impact, we may use alternative methods (such as the use of
appropriate modifiers to derive the issuer credit rating) to capture these risks.

39. We may make situational adjustments for obligations and contingencies, including:

- Litigation and other contingent claims/liabilities;

- Workers' compensation and self-insurance liabilities;

- Multi-employer pension plans;

- Debt at fair value; and

- Foreign currency hedges of debt principal.

Sector-Specific Adjustments
40. We use our sector-specific adjustments to reflect the impact of unique industry characteristics on

the adjusted financial metrics for a company. These sector-specific adjustments are consistent
with our four adjustment principles and are made where applicable and material.

RELATED CRITERIA AND RESEARCH

Related Criteria

- Methodology And Assumptions: Assigning Equity Content To Hybrid Capital Instruments Issued
By Corporate Entities And Other Issuers Not Subject To Prudential Regulation, Jan. 16, 2018

- Methodology And Assumptions: Liquidity Descriptors For Global Corporate Issuers, Dec. 16,
2014

- Key Credit Factors For Financial Market Infrastructure Companies, Dec. 9, 2014

- Key Credit Factors For Financial Services Finance Companies, Dec. 9, 2014

- Key Credit Factors For Asset Managers, Dec. 9, 2014

- The Treatment Of Non-Common Equity Financing In Nonfinancial Corporate Entities, April 29,
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Oct. 22, 2012
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- Key Credit Factors For The Technology Software And Services Industry, Nov. 19, 2013

- Key Credit Factors For The Engineering And Construction Industry, Nov. 19, 2013
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Related Research

- Guidance: Corporate Methodology: Ratios And Adjustments, April 1, 2019

- Criteria And Guidance: Understanding The Difference, Dec. 15, 2017

This report does not constitute a rating action.

These criteria represent the specific application of fundamental principles that define credit risk
and ratings opinions. Their use is determined by issuer- or issue-specific attributes as well as S&P
Global Ratings assessment of the credit and, if applicable, structural risks for a given issuer or
issue rating. Methodology and assumptions may change from time to time as a result of market
and economic conditions, issuer- or issue-specific factors, or new empirical evidence that would
affect our credit judgment.

www.spglobal.com/ratingsdirect April 1, 2019       11

Criteria   Corporates   General: Corporate Methodology: Ratios And Adjustments



Contact List

ANALYTICAL CONTACTS ANALYTICAL CONTACTS ANALYTICAL CONTACTS

Leonard A Grimando

New York

(1) 212-438-3487

leonard.grimando@spglobal.com

Imre Guba

Madrid

(44) 20-7176-3849

imre.guba@spglobal.com

Sam C Holland, FCA

London

(44) 20-7176-3779

sam.holland@spglobal.com

ANALYTICAL CONTACTS ANALYTICAL CONTACTS ANALYTICAL CONTACTS

Shripad J Joshi, CPA, CA

New York

(1) 212-438-4069

shripad.joshi@spglobal.com

Raam Ratnam, CFA, CPA

London

(44) 20-7176-7462

raam.ratnam@spglobal.com

Scott E Zari, CFA

Chicago

+ 1 (312) 233 7079

scott.zari@spglobal.com

ANALYTICAL CONTACTS ANALYTICAL CONTACTS METHODOLOGIES CONTACTS

Mehul P Sukkawala, CFA

Singapore

(65) 6239-6337

mehul.sukkawala@spglobal.com

Diego H Ocampo

Buenos Aires

(54) 114-891-2116

diego.ocampo@spglobal.com

Peter Kernan

London

(44) 20-7176-3618

peter.kernan@spglobal.com

METHODOLOGIES CONTACTS METHODOLOGIES CONTACTS METHODOLOGIES CONTACTS

Marta Castelli

Buenos Aires

(54) 114-891-2128

marta.castelli@spglobal.com

James A Parchment

New York

(1) 212-438-4445

james.parchment@spglobal.com

Veronique Chayrigues

Paris

(33) 1-4420-6781

veronique.chayrigues@spglobal.com

www.spglobal.com/ratingsdirect April 1, 2019       12

Criteria   Corporates   General: Corporate Methodology: Ratios And Adjustments

mailto: leonard.grimando@spglobal.com
mailto: imre.guba@spglobal.com
mailto: sam.holland@spglobal.com
mailto: shripad.joshi@spglobal.com
mailto: raam.ratnam@spglobal.com
mailto: scott.zari@spglobal.com
mailto: mehul.sukkawala@spglobal.com
mailto: diego.ocampo@spglobal.com
mailto: peter.kernan@spglobal.com
mailto: marta.castelli@spglobal.com
mailto: james.parchment@spglobal.com
mailto: veronique.chayrigues@spglobal.com


www.spglobal.com/ratingsdirect April 1, 2019       13

Criteria   Corporates   General: Corporate Methodology: Ratios And Adjustments

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

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.standardandpoors.com (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.standardandpoors.com/usratingsfees.

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 non-public information received in connection with each
analytical process.

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 acknowledgment 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.

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.

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-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results
obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is”
basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	OVERVIEW AND SCOPE
	IMPACT ON OUTSTANDING RATINGS
	METHODOLOGY
	ADJUSTMENT PRINCIPLES 
	Adjusted Debt Principle
	Adjusted Earnings Principle
	Adjusted Cash Flow Principle
	Adjusted Interest Principle
	ANALYTICAL ADJUSTMENTS 
	Routine Adjustments
	Accessible cash and liquid investments
	Leases
	Postretirement employee benefits and deferred compensation
	Asset-retirement obligations
	Capitalized development costs
	Securitization, sale, and factoring of receivables and other assets 
	Hybrid capital instruments
	Capitalized interest
	Financial guarantees
	Earn outs and deferred consideration for business acquisitions

	Situational Adjustments
	Sector-Specific Adjustments
	RELATED CRITERIA AND RESEARCH
	Related Criteria
	Criteria Superseded
	Criteria Partly Superseded
	Related Research



