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Majority of Ratings in 2022 on Stable Outlook

 |In 2022, 95% of Local Government
ratings had a Stable Outlook

* The stability in 2022 reflects the
fundamental strengths of state and local
governments, including broad and diverse
revenue bases, control over revenues and
spending, moderate long-term liabilities
and sound financial cushions

* Local Government Medians indicate

healthy available general fund balances as
a % of spending

FitchRatings MDGFOA



Fitch’s 2023 US State & Local Government Outlook

Ample Fiscal Capacity Offsets Weakening Economy

Things to Watch

e Likely budgetary pressures from revenue growth slowdown
e Expenditure pressures, particularly from wage pressures and inflation

e Housing market: deceleration/decline in prices

FitchRatings MDGFOA 4



Slower Growth Expected for Income Tax Revenues

Maryland Tax Collections
YoY % Change
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* Personal income tax revenue grew by substantially between 2020 and 2022
 Fitch Ratings expects a slowdown in economic growth in 2023

* The Fed’s aggressive tightening cycle will increasingly weigh on job growth in 2023

FitchRatings MDGFOA



Maryland’s Employment Trends
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U.S. States: Nonfarm Payroll - Feb 2023

% Change Since Feb 2020
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Housing Prices

 Among the top 50 most populated MSAs,
Baltimore -Columbia-Towson, is estimated to
be just 5-9% overvalued

» The slowing of the residential housing market
could affect taxable assessed valuations
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What to Watch

» Lingering Effects of Inflation

* Impact of Spend Down of Federal Funds on Budgets
* Cost of Capital & Labor

* Increasing Pension Costs

» Educational Funding Pressures

FitchRatings MDGFOA



Credit Considerations

» Fitch believes the outlook for US state and local governments currently have
sound financial cushion for all but a few issuers, relative to a challenging credit
environment in the near-term

* Fundamental credit strengths for Maryland local governments include solid
control over revenues and spending, moderate to low long-term liability
burdens

* Local budget policy choices to counteract a slowing economic environment

* Spending needs driven by labor and infrastructure; tight labor markets may
pressure compensation demands and infrastructure needs will drive pace of

spending

* Pension Fund losses due to weakening in pension valuations from shifts in
asset values.

FitchRatings MDGFOA
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All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by following
this link: https://www fitchratings.com/understandingcreditratings. In addition, the following https://wwwfitchratings.com/rating-definitions-
document details Fitch's rating definitions for each rating scale and rating categories, including definitions relating to default. Published ratings,
criteria, and methodologies are available from this site at all times. Fitch's code of conduct, confidentiality, conflicts of interest, affiliate firewall,
compliance, and other relevant policies and procedures are also available from the Code of Conduct section of this site. Directors and
shareholders’ relevant interests are available at https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible or
ancillary service to the rated entity or its related third parties. Details of permissible or ancillary service(s) for which the lead analyst is based in an
ESMA- or FCA-registered Fitch Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the
Fitch Ratings website.

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 it in
accordance with its ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are available
for a given security or in a given 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 the rated security and its issuer, the requirements and practices in the 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 to the management of the issuer and its advisers, 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 Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its
advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issuing 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 financial and other information are inherently forward-looking and embody assumptions and predictions about future
events that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or
conditions that were not anticipated at the time a rating or forecast was issued or affirmed.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant 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 that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the
collective work product of Fitch and no individual, or group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due
to risks other than 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 in the sole discretion of Fitch.
Fitch does not provide investment 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 made in respect to any 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) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a
particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The
assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with any registration
statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any
particular jurisdiction. Due to the relative efficiency 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, Taiwan and 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 within the meaning of the Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While
certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings
issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit ratings issued by or on
behalf of the NRSRO.

Copyright © 2023 by Fitch Ratings, 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 or in part is prohibited except by permission. All rights reserved.
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Maryland Local Government Credit Conditions US Public Finance
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Big Picture - U.S. Public Finance Sector Outlook for 2023

For more, see “2023 Credit Outlook For U.S. Public Finance: Credit Headwinds Accelerate” published on January 31, 2023, on Ratings Direct

S&P Global
Ratings

Health Care and Mass Transit
outlooks remain negative.

While Higher Education’s outlook
was revised to mixed on January
18, 2023.

In our opinion, credit conditions
have weakened, but remain
stable for a majority of sectors.

S&P Global Ratings
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Drilling down - Sector Outlook For Local Governments

For more, see ‘Outlook For U,S, Local Governments: Reserves And Agile Management Will Provide Stability in A Recession” published on January 10, 2023, on Ratings Direct

S&P Global
Ratings



All About Maryland — Key Factors

Credit Fundamentals

»  Strong economic characteristics, with above- average wealth and income
indicators, supported by the broad and diverse Washington-Arlington-Alexandria 1 2
and Baltimore-Columbia-Towson MSAs

= A quick economic recovery particularly in the state's higher-wage industries, Munis

resulting in lower unemployment figures relative to national levels

+  Strong financial performance and budgetary flexibility bolstered by good growth in
property and income tax revenues

+  Financial Management Assessments (FMAs) we typically consider good or strong,
indicating the use of formalized financial policies and practices by most
management teams

= Since January 2022, two LG credits within the state were placed on CreditWatch
Negative, one of which was returned to stable, and one of which remains on CW
Negative due to lack of timely information

= Otherwise Maryland LG credit ratings remained unchanged since 1/1/2022
demonstrating resiliency and strength in the portfolio.

Counties

42% of the portfolio is AAA, while 94% is AA- or higher.

For more information see “U.S Local Governments Credit Brief: Maryland Counties and Municipalities” published April 10, 2023 on RatingsDirect. All Ratings are as of 30 March 2023.

S&P Global
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MD Municipalities — Medians & Ratings Distribution
ECTEE TR T P T N N R

Projected per capita EBI (%) Projected per capita EBI (%)

Market value per capita ($) 178,283 136,217 75,844 32,461 53,858 Market value per capita ($) 221,205 156,922 118,497 81,613 63,421 51,662 48,091 50,764
Available general fund (%) 50 52 33 379 40 Available general fund (%) 41 41 46 55 50 41 28 15
General fund performance (%) 4 10.3 1.6 15.1 9 General fund performance (%) 34 4.5 5.1 5.6 5.7 4.9 5 2.6
Cash and expense (%) 109 76 53 259 21 Cash and expense (%) 79 84 93 100 98 90 73 48
Carrying charge (%) 4.6 5.6 4.3 2.8 11.6 Carrying charge (%) 6.5 6.1 7.5 7.8 9 8.8 8.5 8.8
Pension ARC + OPEB as % expense 4.2 9.5 10.3 23 7.2 Pension ARC + OPEB as % expense 6 6.2 6.7 6 5.4 5.6 4.9 8.7
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For more information see “U.S Local Governments Credit Brief: Maryland Counties and Municipalities” published April 10, 2023 on RatingsDirect
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MD Counties — Medians & Ratings Distribution
oo L L Lo L Low Lo Lo Lo [0 [0 o2

Projected per capita EBI (%) Projected per capita EBI (%)

Market value per capita ($) 137,323 102,456 79.368 Market value per capita ($) 165,141 126,297 110,728 94,887 76,604 66,017 62,004 77,106
Available general fund (%) 21 35) 30 Available general fund (%) 36 50 55 58 48 50 26 41
General fund performance (%) 3.2 7.9 4.6 General fund performance (%) 3.8 6.8 5.4 6.5 7.3 8.4 4.6 231
Cash and expense (%) 38 39 49 Cash and expense (%) 70 84 77 76 69 64 35 57
Carrying charge (%) 6.7 6 6.3 Carrying charge (%) 6.3 5.3 5.1 49 5.5 5.8 7.3 11.9
Pension ARC + OPEB as % expense 41 3.7 2.6 Pension ARC + OPEB as % expense 4.6 4.4 4.4 3.6 3.5 3.1 29 4.6

Maryland Counties: Rating US Counties: Rating Distribution
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For more information see “U.S Local Governments Credit Brief: Maryland Counties and Municipalities” published April 10, 2023 on RatingsDirect
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Emerging Risks in MD — ESG and Cybersecurity

We believe the state faces a
number of environmental risks,
including polluted stormwater
runoff in Chesapeake Bay, the
nation's largest estuary; sea-
level rise, particularly for
Maryland’s eastern and
southern LGs; flooding; and
extreme hurricane events
intensified by warming Atlantic
Ocean waters.

According to Office for Coastal
Management, 72% of Maryland
residents live in coastal areas
including 3,190 miles of
shoreline

We view social capital risk as
neutral overall

The state maintains above-
average income and wealth
levels and moderate
population growth averaging
nearly 9% each decade since
1990.

According to state projections,
population growth is expected
to continue in the long term,
but at a slower rate, averaging
an estimated 4%-5% each
decade through 2040.

We view governance factors as
strong and as an opportunity

Maryland LGs have
considerable revenue-raising
ability and can increase tax rates
without voter approval.

The state as well as its LGs in
Maryland maintain a strong S&P
Global Ratings' institutional
framework score, indicating the
legal and practical environment
in which the state and LGs
operate is strong.

The vast majority of Maryland
LGs maintain either a good or
strong FMA, indicating
governments maintain
formalized and well-embedded
financial practices and policies,
in addition to strong internal
controls.

Cyber Trends and Credit Risks

S&P Global Ratings continues to see an increasing
number of attacks on U.S. public finance entities, to
where cyber is now a daily part of risk management
and operations for most issuers.

Cyber risk has moved beyond a specialized aspect to
a near-ubiquitous priority that is integral to risk-
management frameworks, but adoption of baseline
cyber-security standards and frameworks still varies
across public finance entities.

Evolving credit risks include the changing nature of
threats, rising cyber-insurance costs, third-party
vendor exposure, and regulatory uncertainty. We
think issuers will need to adapt to maintain credit
quality.

USPF issuers that exhibit inadequate cyber-risk
management and oversight that is ineffective in
mitigating risk is incorporated into our credit rating
analysis, and it could result in a negative rating
action.

For more information see “U.S Local Governments Credit Brief: Margland Counties and Municipalities” published April 10, 2023 , “ESG Brief: Cyber Risk Management In U.S. Public Finance” published June 28, 2021, and As Threats Rise, U.S. Public Finance Entities Take On Mounting
Challenges To Secure The Digital Front Line published October 25, 2022, on Ratings Direct.

S&P Global
Ratings
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Conclusion

. Strong credit conditions and resiliency during the pandemic bodes well for the stability of local government ratings in the short- to medium-term

Nevertheless, there are headwinds in the near term:
- Economic slowdown or recession?

- Inflationary pressures on expenditure; impact on costs and liabilities

Environmental / social / governance (ESG) issues

« Demographic trends and the coinciding effect on capital and
infrastructure needs

\ + Potential contraction in real estate values following yvears of strong growth
Local Credit could slow increases in property tax revenues

Factors
« Continued increases in county education funding related to the Kirwan
Commission
« Unemployment rates and income trends, particularly in areas with tourism-
dependent economies
\ + Pension funding and potential for rising costs to support plans

Portfolio=- » Maryland residents face a number of environmental risks, including physical
Specific Factors risks from rising sea levels along the Atlantic Ocean and Chesapeake Bay, offset
in part by the state's active management of the Chesapeake watershed and
runoff, enacted fees to pravide funding for state and local resilience projects,
and adopted legislation with the goal of reducing greenhouse gas emissions

For more information see “U.S Local Governments Credit Brief: Maryland Counties and Municipalities” published April 10, 2023 on RatingsDirect

S&P Global
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Any Questions?

S&P Global
Rati ngs S&P Global Ratings



Analytical Contacts

Kaiti Vartholomaios
Associate Director, US Public Finance

S&P Global
55 Water Street
New York, NY 10041

Phone: (917) 580-0812
Email: kaiti.vartholomaios@spaglobal.com

www.spglobal.com/ratings

S&P Global
Ratings
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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
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Agenda

Overview of Cities and Counties Methodology
Issuer rating

Instrument rating

Overview of Maryland Ratings

Questions

ok~ owbdh-~
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Overview of Cities
and Counties
Methodology

ooooooooooo



US Cities and Counties methodology development

@

Develop Publish Receive Consider Publish
methodology Request for market comments final

proposal Comment feedback methodology
(November 2)

Moody’s Update, April 2023 5



Key Changes and Benefits

Moody’s Update, April 2023 6



Common drivers of potential rating changes

» Small tax base
» Strong GDP growth relative to US

» Strong financial ratios with inclusion of all
governmental and business-type activities

» Low leverage and fixed costs

Review Review

Up

Down

» Weak GDP growth relative to US
» Low MHI after RPP adjustment
» Weak financial reporting

» High leverage and fixed costs,
including OPEB

Tax base size has not proven to be a predictor of credit strength or weakness.
Some instrument ratings were placed on review for potential change even though the issuer rating was not.

Moody’s Update, April 2023
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Issuer and instrument ratings

: Instrument :
Issuer Rating Considerations Instrument Rating
Fundamental credit quality Evaluation of debt Placed in relation to the
instrument characteristics ISsuer rating

Moody’s Update, April 2023 9



Arriving at the issuer rating

Scorecard Notching Other Issuer Rating
Factors Considerations

A
]

Result

Moody’s Update, April 2023 10



Arriving at the issuer rating — Step 1

Scorecard

Moody’s Update, April 2023 1



Scorecard Factor 1: Economy

m Sub-factor calculation

Resident Income
(10%)

MHI adjusted for RPP /
US MHI

Full Value Per Capita Full valuation of tax base

(10%)

Economic Growth
(10%)

/ population

Difference between 5-
year CAGR in real GDP
and 5-year CAGR in real
US GDP

Moody’s Update, April 2023
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Scorecard Factor 2: Financial Performance

m Sub-factor calculation

Available Fund
Balance Ratio
(20%)

Liquidity Ratio (10%)

(Available fund balance
+ net current assets) /
revenue

Unrestricted cash /
revenue

Moody’s Update, April 2023 13



Treatment of funds in scorecard ratios

Special Purpose District GO (formerly City and County Methodology
Local Government GO) Methodology

Reflected in Not reflected in scorecard Reflected in Not reflected in
scorecard ratios; only considered scorecard scorecard ratios; only
ratios outside scorecard ratios ratios considered outside
scorecard ratios
Governmental Funds Typically the Typically all other All None
general fund, governmental funds,
debt service including capital project

fund, and other funds and non-major
operating funds special revenue funds

Enterprise Funds None All All None

Discretely-Presented None All None All
Component Units

Moody’s Update, April 2023 14



Scorecard Factor 3: Institutional Framework

Aaa

Aa

A

Baa

Ba

B

The majority of
revenue is not
subject to
externally
imposed caps and
the governing
body can increase
revenue
meaningfully
without
limitation or
without approval
of voters or other
govarnments.

And:

The ability to
meaningfully
reduce
expenditures is
not constrained
by externally
imposed
mandates or
restrictions.

The majority of
revenue is subject
to externally
imposed caps but
the governing
body can increase
revenue
meaningfully
without the
approval of
voters or other
governments.

or:

The ability to
meaningfully
reduce
expenditures is
mildly
constrained by
externally
imposed
mandates or
restrictions.

The majority of
revenue is subject
to externally
imposed caps but
the governing
body can increase
revenue
moderately
without the
approval of
voters or other
governments.

or:

The ability to
meaningfully
reduce
expenditures is
moderately
constrained by
externally
imposed
mandates or
restrictions.

The majority of
revenue is subject
to externally
imposed caps and
the governing
body can increase
revenue only
minimally
without the
approval of
voters or other
governments.

or:

The ability to
meaningfully
reduce
expenditures is
heavily
constrained by
externally
imposed
mandates or
restrictions.

The majority of
revenue is subject
to externally
imposed caps and
the governing
body cannot
increase revenue
without the
approval of
voters or other
governments.

O

The ability to
meaningfully
reduce
expenditures is
very heavily
constrained by
externally
imposed
mandates or
restrictions.

The majority of
revenue is subject
to externally
imposed caps and
the poverning
body cannot
increase revenue.

or:

The ability to
meaningfully
reduce
expenditures is
extremely
constrained by
externally
imposed
mandates or
restrictions.

Moody’s Update, April 2023
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Scorecard Factor 4: Leverage

m Sub-factor calculation

Long-term Liabilities
Ratio
(20%)

Fixed Costs Ratio
(10%)

(Debt + ANPL + adjusted
net OPEB + other long-
term liabilities) / revenue

Adjusted fixed costs /
revenue

Moody’s Update, April 2023 16



Arriving at the issuer rating — Step 2

1. Additional strength in local resources

Limited scale of operations

Notching
Factors

Financial disclosures

v =
o —

Potential cost shift to or from the state

o —

a &~ 0 DN

Potential for significant change in leverage
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Arriving at the issuer rating — Step 3

Examples of qualitative other considerations (not an
exhaustive list):

Other » Fund-specific financial considerations

Considerations » Competitive enterprise risk in governmental or
business-type activities

» Likelihood of receiving extraordinary or ongoing
support

» Strengths or weaknesses related to economic
concentration

» Unusual risk or benefit posed by long-term liabilities
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Issuer and instrument ratings

: Instrument :
Issuer Rating Considerations Instrument Rating
Fundamental credit quality Evaluation of debt Placed in relation to the
instrument characteristics ISsuer rating
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Arriving at the instrument rating

Instrument
Considerations

Issuer

Instrument
Rating

Rating

Active
or
Passive

N
(L)

Security
Features

Does the issuer
have the ability
to adjust or
otherwise
actively manage
the pledge?

Do security
features enhance
or detract from the
revenue pledge?

Characteristics
of Revenue
Base

What is the breadth,
stability, and diversity
of the pledged revenue
base relative to the
issuer?

Other
Factors

Debt Service
Coverage

As applicable, are the
pledged revenues
significantly limited,
with very narrow debt
service coverage?

+ Essentiality

* Other elements
not present in
the issuer rating
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Instrument rating examples

Issuer
Rating

A

Instrument
Rating

Key instrument considerations:
Unlimited tax, full faith and credit pledge

Unlimited tax rating would be
equivalent to the issuer rating

Instrument
Key instrument considerations: Rating

Debt with appropriation or abatement
contingency for essential purpose

Appropriation or abatement
rating would be at least one
notch below the issuer rating
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Credit strengths of MD municipalities

» Cities and counties are heavily dependent on stable property tax revenues
» Strong governance controls characteristic of most municipalities

» Growing economies are supported by an educated work force, relatively low cost
of living and continued diversification

» Government-related industry, rather than government-dependent industry
supports many counties
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MD cities are highly rated

» 13 total city ratings in the state
» Aa2 median rating for MD cities

= US Cities Rating, = MD Cities Ratings,

30% % of Total % of State Total
25%
20%
15%
10%

5%

0% ‘ I - - . —

Aaa Aa1 Aa2 Aa3 A1 A2 A3 Baal Baa2 Baa3 Ba1 Ba2 Ba3 B1 B2 B3

Source: Moody’s Investors Service
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MD counties are highly rated

» 20 total county ratings in the state
» Aaa median rating for MD counties

m US Counties Ratings, =MD Counties Ratings,
% of Total % of State Total
60%
50%
40%
30%
20%
10%
0% .

Aaa Aa1 Aa2 Aa3 A1 A2 A3 Baa1l Baa2 Baa3 Ba1 Ba2 Ba3 B1 B2 B3

Source: Moody’s Investors Service
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Nicole Serrano
VP - Senior Credit Officer

Nicole.serrano@moodys.com
(212) 553-4143
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