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Agenda

— Overview of Ratings

— Methodology of State Ratings

— Reserve & Liquidity Discussion

— Disaster/Catastrophic Event Discussion

PLEASE ASK QUESTIONS THROUGHOUT
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Understanding S&P Global’s Ratings

* Anissuer’s ability and willingness to pay debt in a t/ime/y manner
e Credit ratings are forward looking

« S&P Global ratings are opinions, not guarantees of credit quality or exact measures of

the probability that a particular issuer or particular debt issue will default

* The Ratings scale is relative and based on the creditworthiness of an issuer or credit quality of an

individual debt issue, from strongest to weakest, within a universe of credit risk

e (Criteria provide the analytic framework to derive the rating opinion

Understanding Credit Ratings | S&P Global Ratings (spglobal.com)
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S&P Global Ratings | Ratings Scale

Investment-Grade Speculative-Grade

AAA  —* Strongest BB+
BB } Least Speculative
AA+ BB-
AA } Very Strong
AA- B+
B } Speculative
A+ B-
A } Strong
A- CCC Highly
CC } Speculative
BBB+ ‘l C
BBB f Adequate
BBB- D — In Default
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S&P Global Ratings | Outlook and CreditWatch

* Potential rating change within 1 to 2 * Potential rating change within 60 to
years 90 days
e At least 1-in-3 likelihood of rating * At least 1-in-2 likelihood of rating
action action
¢ Qutlooks can be: e (CreditWatch can be:
» Stable * Positive
* Positive * Negative
* Negative * Developing

* Developing
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S&P Global Ratings | State Ratings (as of May 26, 2023)

State

Ratin

= Alabama
= Alaska

=  Arizona
= Arkansas
— California
= Colorado
= Connecticut
-  Delaware
= Florida

—  Georgia
= Hawazii

= ldaho

= lllinois

= Indiana

- lowa

= Kansas

= EKentucky
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Stable
Positive
Stable
Stable
Positive
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Fositive

Positive

k/Watch

Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
MNevada

New Hampshire
New lersey
New Mexico
New York
Morth Carolina
North Dakota
Ohio

Oklahoma
Stable

> PEPEEEEEEGG

AAE
BA+

Positive
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Positive
Stable
Stable
Stable
Stable
Stable
Stable
AA

Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Yermont
Virginia
Washington
West Virginia
Wisconsin

Whyoming

AbA+

A

AA+
A,

AAA

Ad+
ADA
Al
AA-

BA+

Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable
Stable



U.S. States | U.S. State Ratings Methodology (GO)

Fiscal policy framework

% Government | . . System support
I, ! PP

Framework Willingness to support debt

Intergovernmental funding

E Financial FIA,

Management Budget management

Liquidity and capital market access
High level of expected future debt/fliabilitias

Weak structural budget performance

Demographic profile High level of contingent liquidity risk

~ Economic structure @’
LI Economy Wealth and income e e SEIEIETETEIEY i
indicatars i b i ! Lo 1
:  devel | Ing:ﬁ?e : . Overriding + i Holistic i Sta te
conomic development | Ty T anpalysis ! .
. Level | i fectors [ 3NAWSES g Rating
Budget reserves L i memams e lemimimm e I At -
Liguidity ﬁ
Tax/revenue structure e ———————— 1
|:I|][|[| SHE R _ ! One-natch !
Performance Revenue forecasting ! adjustment, subject ]
. i toany applicable
Service levels ! i !

]

Structural performance

Debt burden
Debt and

Pension liabiliti
Liability Profile | o o0 oRHES

OPEB risk assessment

Source: S&P Global Ratings U.5. States Ratings Methodology, October 17, 2016
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U.S. States | Criteria Table for Budget-Based Reserves

Budget-Based Reserves Relative To Revenue And Spending

Score
1

There is a formal budget-based reserve relative {o revenue or spending that is above 8%. In addition, there is a formal
process or a demonsirated track record of restoring the reserve following depletion.

There is a formal budget-based reserve relative to revenue or spending that is between 4% and 8%. In addition, there is a
formal process or a demonstrated track record of restoring the reserve following depletion

There is a formal budget-based reserve relative to revenue or spending that is between 1% and 4%. In addition, there is a
formal process or a demonsirated track record of restoring the reserve following depletion.

There is no formal budget reserve fund, or reserves are funded at less than 1% over time, or there is no process for
accumulating reserves. No additional reserve funds are identified or available

Note: Refers to reserve policy levels and not actual funding level as we observe that reserves are often depieted through economic cycles
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U.S. States | State Budget Reserves For Fiscal 2024

vJ

FY 2024 projected budgetary reserves (%)

Raserves abova the median
(16% of budgeted expenditures)

0! 16% of budgetary expenditures

I Raserves above 8% but below tha median

N Reserves betwean 4% ana BY%
of budgetary expenditures

S&P GlObal Source: SEP Global Ratings

: Copyright £ 2023 by Standard & Poce's Financal Services LLC, All rights resaenved,
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U.S. States | Extreme Weather Events

What have we seen?

Hurricanes
Droughts

Wildfires

Floods

Mudslides
Earthquakes
Tornados/Derechos
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Preparedness considerations?
— Liquidity & reserves

— Federal and state emergency assistance
— Advance planning
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U.S. States | What We’re Watching

P

Inflationary pressures

Will wages, as well
as construction and
Insurance costs,
continue to rise?

O

Proactive
management

In a recession,
managernent may
need to cut expenses,
raise revenues, or draw
from reserves
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Revenue stability

Will sales and income
taxes continue to hold
strong as consumer
confidence softens?

=

m

New Congress

The past 3 years have
seen record levels of
federal aid flow to the
states. That period
has ended

Monthly revenues

Monthly revenue
declines are often
a bellwether of
recessions

Event risks

Cyber attacks and
extreme weather

events will continue

ta challenge
management

Expected recession

Reserve levels, liquidity
positions, and
management options
will allow states to
weather a shallow
recession

[ 1]

Demographics

Willinternational
migration return
and will hiring
challenges slow
economic grawth?

11



Event Risks | Extreme Weather

U.S. 2022 Billion-Dollar Weather And Climate Disasters

January-September 2022

North Camral
Niall STroms
’.‘.oy 9

North Cantra

hail storms

W ay ]

,\_: \ | North Central snd Easten
\ = Severe weathes
(| < Jul 22 -24
Norh Central N\
savere weathar =
o May 11-12 Central Deracho
rougnt ano heat wave
: :,r 1 ?See 30 Central @ Jun. 13
Severe weather
Jun,7-8 ™\ Kentucky/Mlissouri
B) rosars
Wastern wildfires ' Jul.26-28
spring « fall 2022
Southeastern
tormado outhroak
Southern and Central @ Ape.4-6
savere waather

Source: NOAA
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Event Risks | Droughts

Western Region Is Experiencing Droughts OF Increasing Frequency, Length, And Intensity
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As of Aug. 2, 2022. Source: US Drought Monitor.
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No drought
D0 - abnormally dry
! D1- moderate drought

B D2 - severe drought

B D2 - extreme drought

[ D4 - exceptional drought
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Extreme Weather Events | Select Commentaries

¢ “Western U.S. Wildfires Challenge Local Governments, But Experience In The Past Year Points To
Resilience,” Aug 22, 2018

 “California Wildfires Could Hurt Local Government Credit This Time,” Nov 13, 2018

* “Western U.S. Drought: Declining Supply, Rising Challenges,” Aug. 16, 2022

* “Hurricane lan: Most Municipal Utility Ratings, Bolstered By Significant Liquidity, Are Expected To Be
Unaffected,” Sep 30, 2022

* “Hurricane lan: What Comes Next For Government And Related Credits In The Storm’s Broad Path?,” Oct
03, 2022

 “California’s Atmospheric River Brings Widespread Damage But Has Limited Credit Impact To Date,” Jan

26, 2023

“The Importance Of Contingent Liabilities: Low Probabilities But High Impacts,” Mar 23, 2023
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ESG In Credit Ratings | Cyber Risk Management

2Q

Prepare Respond Recover
@ Recover data
@ Identify areas of risk @ Detect and respond o
to an attack @ Maintain sufficient

liquidity

@ Protect assets and data
@ Disclose attacks

Source: S&P Global Ratings.
Copyright @ 2021 by Standard & Poor's Financial Services LLC. All rights reserved.
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S&P Global | Sample Cybersecurity Questions

1. What steps have you (the Issuer) taken to identify and protect your assets and data from
cyberattacks?

*Device registration and access controls
sFirewalls, staff training, virus, and malware scans
*Two-signature requirements on wire transfers and payments

2. What policies and practices have you implemented to enable you to detect, respondto, and
recover from a cyberattack?

eData recovery plans including offsite backups

eCyber insurance

eSystem scans to detect malware/attacks

¢ Ability to isolate attack from affecting entire network
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Cogryright € 2022 by Standard B Poor's Finandal Sereices LLE. Al rights reserved.

Mo content {indudirg ratings, credif-related analyses and data, valuatiors, model, software or other application or autput therefram) or any part thereof [(Content| may be modfied, reverse enpneered, reproduced o distributed in any foem by any means, or stored ina
database ar rekreval system, withaut the prior written permission of Standard B Poor's Financal Services LLE ar (ks affillabes {collectively, S&P). The Cantent shiall not be used far ary unlawhid or unavthorzed purpases. S5&P and any third-party providers, as wel as their
directors, officers, shareholders, employees or apemis (collectively 5P Parties) do not guarantee the accuracy, completoness, timeliness cr avallablldy of the Cortent. S&F Parties are not responsible for any erors or omisseons [neglipent or ctherwise), regardiess of the
cause, for the results obtained from the use of the Cantent, ar far the security ar makterance of any data inpuet by the user. The Conbent |5 provided an an ®as 5° basis. “&P PARTIES DISCLAIR AMY AND ALL EXPRESS OR IMPLED WARRANTIES, INCLLDING, BUT MOT UMITED
TO, ANY WARRANTIES OF MERCHANTABIUTY OF FITHESS FOR & PARTICULAR FURPOSE OR USE, FREEDOM FROM BLMGES, SOFTWARE ERRORS OR DEFECTS, THAT THE COMTENT'S FUMCTIOMIMNG WILL BE UNINTERRUFTED, OR THAT THE COMTEMNT WILL OFERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In reo evend shall &P Parties be kable to any party for amy direct, irdirect, incidental, exesmplary, compensatory, punitve, spedal ar consequential damages, costs, expenses, legal fees, or lesses {induding, without lenitation, last
Income or bast prodits and opportunity costs ar lesses caused by negbgence| In cormection with any use of the Condent oven if advised of the possibllty of sich damages.

Credit-related amd othesr analyses, including ratings, and statements in the Content are statsments of ogmilan as of the date they are expressed ard not statements of fact. S&P's apinions, analyses, and rating acknowledgment decisions (described belosw) are not
recommendations to purchase, hald, or sell any securites or to make ary investment decisions, and do not address the sutabiliy of any security. SEF asswmes no obligation to update the Content follcwing publicatian in any farm or format. The Content showhd rot b
relied on and ks not a substitute for the skill, pdpment and esperience of the user, 185 management, employees, advisars andfor dients when making investment and othier business dedsions. S&P does not act as 3 faduclary or an mvestment advisor eaoeot where registensd
as such. Whike 5EF has obtained informatkon from sources it belleves to be rellable, S&P does not perform an awdid and undestakes no duty of due diligerce ar irdependent verifcation of any informatian it recelves. Ratirg-refated publications miay be publisked for a varkety
of reascrs that are mot necessanly dependent on action by rating committees, including, but nat limited ta, the publication of a periodic update on a credit rating and related aralyses.

To the extent that regulatory authorities allow a ratrg apency to ackroededge in one jurlsdiction a raging ssued in another punsdicbon for certain regulatony purposes, SEP reserves the right 1o assign, withdraw, ar suspend such adknowledgemend at any ime and In its sole
discretion. SEF Farties declaim ary disty whatsoever arising out of the assipriment, withdrawal, or suspension of an acknosdedgrment as well as any lability for any damage alleped to have been suffered on account thereat.

SEF keeps certan activities of igs business units separate from each other in order to presemne the independence and abjecthvsy of their respective actyities. &s a resuls, certain business undts of SER may have informatian that is not avallable fo cther S&P business units.
S5F has established polides and procedures to maintain the confidensiabty of certam nonpuslc nformation received in connecton with each analvtical process.

SEF may receive compersation far i85 ratings and certain analyses, normally fram isswers or underwriers of securites or from abligors. S&P reserves the right 1o dsseminate (ts opinions and analyses. S%P's public ratrgs and analyses are made avalable on its Web sies,
waew. standardandpoars.com (free of charge), and wers spcapltalio.com {subscripticn| and may be distribated through cther means, indisding vla S&P publicatkons and third-party redistributors. Sdditional information abeaut cus ratings fees is avalable at
weea. standard andpoars. comjfusrabtingsfees.

Australia: =& P Global Ratirgs Australia Py Lid holdds Bustralan financal sendces license number 337565 under the Corporatians &ct 3301, SEP Global Ratings' credit ratings and related researdh are nof intended for and must not be detributed to amy perscn im Bustralia
pther than 2 wholesale client (as defined in Chapter 7 of the Corporatkns &ct|.

STANDERD & FOOR'S, S&P and RATINGSHRECT are repstered trademanks of Standard & Foor's Financal Services LLC,

spglobal.com/ratings
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