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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)




USPF 2023 Midyear Sector Summary Ratings distribution
States

What we're watching
» Monthly revenues actual-to-budget as the economy slows

» Medicaid redeterminations and the stepdown of eFMAP reimbursement
lavels 50 ratings

Trends
*» Reserves holding steady at all-time highs

= Pay-as-you-go capital used in lieu of upsizing borrowing as costs increase

Rest of year expectations

» Workforce retention and attraction challenges remain, but hiring counts
improve

Soidce: SEP Global Ratings
» Pension costs lessen as markat rebounds from 2022 lows

Outlook distribution
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Stable 90% -

Sowrce SEP Glabal Ratings



USPF | Credit Conditions: Summer 2023

What we’re watching

* Higher interest rates and inflation continue to be headwinds for most issuers from a
debt issuance and operation and capital budget perspective

* Summer storm and fire season heightens the possibility of catastrophic events that
require swift response and resource allocation

Trends

* Credit conditions have been largely stable, and upgrades have exceeded
downgrades this year for most sectors

* Federal stimulus and healthy financial reserves continues to provide significant
flexibility

Rest of year expectations
* Qur baseline U.S. economic forecast is now for GDP growth below potential, but
skirting a recession



S&P Global Ratings' U.S. Economic Forecast Overview
Key Iindicators

2019 2020 2021 2022 2023f 2024f 2025f 2026f

Real GDP (annual average % change) 23 -2.8 5.9 2.1 1.7 1.3 1.5 1.8
Real consumer spending (annual average % 20 -3.0 8.3 28 20 1.2 1.4 2 4
change)

Real equipment investment (annual average % ) _

change) 1.3 -10.5 10.3 4.3 0.7 1.4 2.0 2.7

Real nonresidential structures investment
(annual average % change)
Real residential investment (annual average %

23 101 -64 -6.5 8.0 0.2 -03 1.1

'1 -u T-E 1“-? "1 D.E '11-5 1l1 4-4 1-8‘

change)

Core CPI (annual average % change) 2.2 1.7 3.6 6.2 5.0 3.3 2.4 2.2
Unemployment rate (%) 3.7 8.1 5.4 3.6 3.5 4.0 4.5 4.6
Housing starts (annual total in mil.) 1.3 1.4 1.6 1.6 1.4 1.3 1.4 1.4
Light-vehicle sales (annual total in mil.) 17.0 145 15.0 138 151 151 159 16.0
10-year Treasury (%) 2.1 0.9 1.4 3.0 3.7 3.6 3.4 3.3

As of June 15, 20235, Al percentages are annual averages, unless othensise noted. Core CPI is consemer price index excleding energy and food components., f-forecast.
Sources: Bureau of Economic Analysis, Bureau of Labor Statistics, The Federal Reserve, Oxford Economics, 5&PF Giohal Economics’ forecasts.



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 af contingent liquidity risk
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Source: S&P Global Ratings U.5. States Ratings Methodology, October 17, 2016
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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

U.S. States | What We're Watching
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Revenue stability

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

=
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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?



U.S. States | By The Numbers
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Event Risks | Risk Management

Cyberattacks Increasing Across All Industries Cryptocurrency and Decentralized Finance

Average Weekly Cyberattacks Per Organization By Industry
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Source: Check Point Research Source: Exploring Crypto And Defil Risks In Credit Ratings, published June 30, 2022

As Threats Rise, U.S. Public Finance Entities Take On Mounting Challenges To Secure The Digital
Front Line, published Dec. 13, 2022 g
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Copyright © 2023 by Standard & Poor's Financial Services LLC. All rights reserved.

Ho contant (including ratings, credit-ralated analyses and data, valuations, modael, software or other application or cutput therefrom) or any part thareol (Content) may be modified, revarse
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 (callectively, S&P]). The Content shall not be used for any unlawiul or unauthorized purposes. 5&F and any third-party providers, as well as their directors, officers, shareholders, employses
or agents (collectively S&P Parties) do not guarantee the accuracy, completoness, timeliness or availability of the Content. 5&P Partics are not responsible for any crrors or omissions (negligent or
atherwise), regardless of the cause, for the results ebiained 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” bhasis.
S4P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITMESS FOR A PARTICULAR PURPOSE
OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUFTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE
OR HARDWARE CONFIGURATION. In no event shall S&P Parties ba liable to any party for any direct, indirect, incidantal, exemplary, compensatory, punitive, spacial or consequantial damages, costs,
expenses, legal fees, or losses (including, withouwt 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 pessibility of such damages.

Cradit-ralatad and othar analyses, Including ratings, and statamaents in the Contant are statemants of opinion as of the date thay are axpressed and not statemants of fact. 54Fs opinlons, analysaes,
and rating acknowledgment decisions (described below] are not recommendations to purchase, hold, or sell any secwrities or to make any investment decisions, and do not address the suitability of
any sacurity. SEP assumas no abligation te update the Contant Tollawing publication in any ferm of formiat. The Content ahould not be relied on and s not & substitute far the skill, judgmant and
experienoe of the user; its management; employees; advisors andior clients wwhen making investment and other business decisions. 5&P does not act as a fiduciary or an investment advisor except
where registered as such. While S&P has abtained information from sources it believes to be reliable, 58P does not perform an audit and undertakes no duty of due diligence or independent
varification of any Information It recalves. Rating-related publications may be publishaed for a varlaty of reasons that ara not necessarlly dependant on action by rating committeas, including, but not
limited to, the publication of a pericdic update on a credit rating and related analyses.

Tao the axtent that regulatery authorities allow a rating agency o acknowladge in one jurisdiction A rating issued in anaother jurisdiction for certain regulatory purposes, 5&F resennes the right to
assign, withdraw, or suspend such acknowiedgement at any time and in its sole discretion. 5&F Parties disclaim any duty whatsoever arising out of the assignment, withdraneral, or suspension of an
acknowledgment as well as any liahkility for any damage alleged (o have been suffered on account thereof,

S4F keaps certain activities of Its business units separate from aach othar in ordar to prasarva the independance and cbjectivity of their respective activitias. As a rasult, cartain business units of
3&F may have information that is not available to other 3&F business units. 3&PF has established policies and procedures to maintain the confidentiality of certain nonpublic information received in
connection with each analytical process.

5&F may receive compensation for its ratings and certain analyses; normailly from issuers or undernariters of securities or from obligors. 5&P reserves the right to disseminate its opinions and
analyses, 38P's public ratings and analyses are made available on its Web sites, (free of charge) and (subscription) and may be distributed through
othar maans, including via S&P publications and third-party redistributors. Additional information about cur ratings fees is avallable at .

Australia: 3&F Global Ratings Australia Pty Ltd holds Australian financial services license number 337585 under the Corporations Act 2001. 3&P Global Ratings® credit ratings and related research
are not Intended for and must not be distributed o any parson in Australia other than & wholesale client (A% defined in Chapter T of the Corporations Act).

STANDARD & POOR'S; SAP and RATINGSDIRECT are registored trademarks of Standard & Poor's Financial Services LLC.

spglobal.com/ratings
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