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Wells Fargo Ousted From Texas Muni Deal Over Energy Policv Probe.

- Bank was removed from school district deal on AG inquiry
- Texas is the largest market for muni bond sales this year

Wells Fargo & Co. has been dropped from underwriting a school district bond deal in Texas, the
latest sign of turmoil in the state’s ongoing battle with banks over their climate change policies.

Raymond James is listed as the new senior manager on the $310 million bond deal for Cypress-
Fairbanks Independent School District, based outside of Houston, according to people familiar with
the matter who requested not to be identified because they aren’t authorized to speak on the
discussions.

The move shows Texas governments, major issuers of municipal bonds, are wary of working with
banks that state Attorney General Ken Paxton put under review last week. Paxton said he was

evaluating whether the companies can comply with a Republican-backed state law that punishes
firms for restricting their work with the oil and gas industry because of climate change concerns.

A spokesperson for Wells Fargo and Jana Fuller, a spokesperson for Raymond James, declined to
comment. Representatives for the Cypress-Fairbanks Independent School District didn’t respond to
emails and phone calls requesting comment.

Paxton’s office announced in a letter dated Oct. 17 that it’s reviewing companies that are members
or affiliate members of the Net Zero Banking Alliance and other groups of companies that have
committed to reducing greenhouse gas emissions. Wells Fargo is a member, and Raymond James is
not, according to the group’s website.

The investigation is the latest salvo in Texas’ attempts to punish Wall Street for what it believes to
be left-leaning stances on environmental policies. Texas is the largest market for municipal bond
sales so far this year, with more than $50 billion of issuance.

The state passed a law in 2021 that restricts most public contracts with financial firms unless they
verify that they do not boycott the oil and gas industry. Paxton’s office, which oversees the state’s
lucrative new issue municipal bond market, said it’s reviewing whether financial companies,
including Bank of America Corp. and JPMorgan Chase & Co., can comply with that legislation.

Wells Fargo is credited with managing about $2 billion of Texas municipal bond deals so far in 2023,
according to data compiled by Bloomberg. It is the 10th largest underwriter in the state.
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A Florida Beach Paradise Needs Millions to Keep Toilets Flushing.

- Like the state, Cape Coral’s population swelled in last decade
- Sale of $138 million in debt will help shift from septic tanks

The accelerating growth of Cape Coral, Florida, is spurring the town to tap the municipal bond
market for basic needs like running water and working toilets.

The Gulf Coast city plans to sell $138 million in debt next week, with proceeds used for water
systems to reduce reliance on wells and site-specific septic tanks. Cape Coral joins other Florida
cities building and expanding water and sewer facilities to meet demand from a US migration that’s
given the state the fastest-growing population in recent years.

“We didn’t expect this to happen this quickly,” Ryan Rossi, director of the South Florida Water
Coalition, said regarding the population growth in the region. “We really need in Florida to update a
lot of our infrastructure.”

ntinue readin
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S&P Second Party Opinion: Rhode Island Housing And Mortgage Finance
Corp.'s Impact Framework

The two eligible social project types are the construction and preservation of affordable mixed-
income housing and providing single-family mortgage loans for qualifying low- and moderate-
income, first-time homebuyers. We believe these projects will improve living conditions for low- and
moderate- income residents in Rhode Island by helping maintain and expand access to safe,
affordable housing, and encourage investment in sustainable communities. We assess RIHousing’s
Impact Framework as light green, which indicates activities representing transitions steps in the
near term that avoid emissions lock-in but do not represent long-term low-carbon climate resilient
solutions.
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S&P Pension Spotlight: California
Key Takeaways

- Pension plans continue to be moderately funded for most cities and counties that participate under
the California Public Employees’ Retirement System’s (CalPERS) statewide pension plans.

- We expect pension costs will rise for almost all local governments due in part to poor investment
returns relative to plan assumptions.

- Pension obligation bond issuances have fall dramatically beginning in fiscal 2022 due primarily to
the high interest rate environment.

Continue reading.
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State of California (State Public Works Board): Fitch New Issue Report

The ‘AA-’ rating on lease revenue bonds, one notch below California’s IDR, reflects the slightly
higher degree of optionality associated with payment of appropriation debt. Lease revenue bonds
are payable from base rental payments made by participating state agencies to the State Public
Works Board. Tax revenues are dominated by personal income taxes, which are economically
sensitive, particularly those related to capital gains. Long-term growth prospects for revenues are
strong, driven by the state’s robust economic fundamentals. The state retains the independent legal
ability to raise taxes, subject to a legislative supermajority voting requirement. California has a solid
ability to reduce spending throughout the economic cycle, although its flexibility is somewhat more
restricted than most states due to constitutional requirements for funding education and voter
initiatives that limit state discretion. Long-term liabilities, while above the median for U.S. states,
remain a moderate burden on the resource base. California’s strong budget management during the
extended period of economic expansion and revenue growth following the Great Recession allowed
the state to materially improve its financial position and enhance its ability to address future fiscal
challenges.

ACCESS REPORT

Thu 19 Oct, 2023

State of Rhode Island: Fitch New Issue Report

The Rating Outlook revision to Positive from Stable reflects the State of Rhode Island’s generally
declining long-term liability burden as a share of personal income, supported by improvements in
debt management and growing financial relief from pension changes enacted more than a decade
ago. Fitch anticipates that Rhode Island’s revenues will grow on a nominal basis over the long term
given Fitch’s expectations for slow economic growth in the state. The state has complete legal
control over its revenue system through mechanisms such as base-broadening and the ability to levy
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new taxes and fees and to adjust rates. The state maintains ample expenditure flexibility with low
carrying costs and the broad expense-cutting ability common to most U.S. states. Medicaid remains
a key expense driver and a focus of expenditure-control efforts. Moderate revenue growth prospects
temper Fitch’s assessment of the natural pace of spending relative to expected revenue growth, with
growth in spending likely to exceed new revenue formation in the absence of policy action. Rhode
Island’s long-term liabilities are moderate but well above the median for U.S. states. Pension
obligations exceed outstanding debt, driven in part by past funding practices and the state carrying
a sizable share of teacher liabilities. Rhode Island has high gap-closing capacity, wide-ranging
budgetary management powers and a strong commitment to maintaining a prudent fiscal reserve
through economic cycles. Policy measures implemented over the past decade have positioned the
state effectively to deal with moderate economic downturns while maintaining a high level of
financial flexibility.
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State of Texas: Fitch New Issue Report

Texas’ ‘AAA’ Issuer Default Rating (IDR) and general obligation (GO) bond rating reflect its growth-
oriented economy and the ample fiscal flexibility provided both by its conservative approach to
financial operations and the maintenance of substantial reserves, including in its budgetary reserve,
the economic stabilization fund (ESF).

ACCESS REPORT

Fri 20 Oct, 2023

- Mayor Johnson set to release 2024 budget proposal on Wednesday
- City’s costs from pensions to caring for migrants are climbing

Chicago Mayor Brandon Johnson is set to reveal his 2024 budget on Wednesday, which will be a
delicate balancing act between his campaign promises and the city’s financial realities.

Rising crime, a half-a-billion dollar deficit, a $35 billion pension hole and soaring costs to care for
the more than 18,000 migrants who have arrived in the Windy City since last August are all
confronting the first-time mayor as he unveils his inaugural spending plan.

Johnson was elected in April on a progressive platform pledging to increase taxes on corporations,
enhance public safety, and invest in poorer neighborhoods while arguing that the city’s wealthiest
should pay more to address the longstanding challenges. Businesses have since warned that they
may consider leaving if they face new taxes, and the cost of caring for a growing influx of migrants
has surged to $345 million, many of whom are sleeping at the airport and in police stations.

Continue reading.
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Houston Needs to Borrow ‘Billions,” Mayoral Frontrunner Says.

- Whitmire cites ‘fragile’ water-treatment plant, leaky network
- Democrat leads main rival Jackson Lee 34% to 31% in new poll

The leading candidate to become Houston’s next mayor said the fourth-largest US city needs a
multibillion-dollar bond issue to overhaul a brittle water system.

John Whitmire, the longest-serving Texas state senator, said one of his main priorities as mayor
would be repairing and upgrading a decrepit water-distribution network that springs as many as
1,000 leaks a day. As recently as November, a widespread systemic failure prompted a citywide boil
order that shut schools, disrupted hospital operations and closed restaurants.

A crucial water-treatment plant on the city’s east side that failed last year “is very, very fragile,”
Whitmire said in an interview at Bloomberg’s Houston office. “We have to do a major infrastructure
program, not only water but certainly streets. Broken water mains are all over town so we’ve got to
document that, we’ve got to convince the public that we’re using their money wisely and then we’ve
got to ask them for more.”

Continue reading.
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S&P Second Party Opinion: Massachusetts Housing Finance Agency
(MassHousing) Impact Framework

MassHousing has a strong social license to operate in the communities it serves. For close to 60
years, MassHousing has provided more than $27 billion for affordable housing, including single-
family loans, down payment assistance, and loans for the construction and rehabilitation of
affordable and mixed-income multifamily rental units. MassHousing’s efforts are underpinned by
ambitious education and counseling services which aim to promote financial literacy and upward
mobility to the populations it serves.

Download.
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Virginia Public School Authority: Fitch New Issue Report

The ‘AA+’ rating on the Virginia Public School Authority (VPSA) bonds, rated one notch below the
Commonwealth of Virginia’s (the commonwealth) ‘AAA’ Long-Term Issuer Default Rating (IDR), is
based on the availability of sum-sufficient budgetary appropriations made by the Virginia General
Assembly in amounts sufficient to cure any debt service deficiency on the bonds. Moneys needed to
cover any such sum-sufficient appropriation will originate from the commonwealth’s literary fund
and, if necessary, its general fund.

ACCESS REPORT
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San Francisco (City & County), California: Fitch New Issue Report

Key Rating Drivers Revenue Framework: ‘aa’: Very strong economic growth had been generating
revenue growth well in excess of U.S. GDP for many years. Post-pandemic, Fitch expects certain
revenues to be challenged given structural economic changes. Expectations for long-term revenue
growth below U.S. GDP could affect the revenue framework assessment. This strength is partially
offset by only moderate independent revenue-raising ability. Expenditure Framework: ‘aa’: Over
time, Fitch expects expenditure growth associated with increasing salary and pension costs to be in
line with or marginally above revenue growth. Expenditure flexibility is solid, reflecting a moderate
fixed-cost burden, a demonstrated ability to curb expenditure growth through negotiated labor
concessions, and the ability to temporarily reduce general fund capital spending in a downturn.
Long-Term Liability Burden: ‘aa’: Long-term liabilities, net of those attributable to enterprise
operations, are at the low end of the moderate range relative to the city’s economic resource base.
Based on the city’s debt issuance plans, its amortization rate, and the expected growth in the
resource base, Fitch expects the liability burden to remain in the moderate range.

ACCESS REPORT
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Commonwealth of Massachusetts: Fitch New Issue Report

Tax revenues are diverse but dominated by individual income taxes, which are sensitive to economic
conditions, particularly the components related to capital gains. Baseline growth prospects for tax
revenues are strong and expected to match national GDP, driven by the commonwealth’s underlying
diverse economy that includes a significant knowledge-based industry component. Consistent with
most states, the natural pace of spending growth is likely to marginally exceed expected revenue
growth over time, requiring ongoing cost control. The commonwealth has ample ability to reduce
spending through the economic cycle. Long-term liability levels in Massachusetts, while
comparatively high for a U.S. state, are a moderate burden on resources. The commonwealth’s
above average liability position is partly the result of state funding of both capital needs and
pensions that are more commonly funded at the local level, primarily for K-12 education. The
commonwealth has superior gap-closing capacity supported by conservative budgeting, ongoing
fiscal monitoring and a requirement to cut spending in response to revenue gaps. Gap-closing
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capacity is also supported by a funding mechanism that redirects a portion of economically sensitive
capital gains tax receipts into the stabilization fund, which functions as the commonwealth’s rainy
day fund.

ACCESS REPORT

Thu 12 Oct, 2023

EPA Opens Civil Rights Investigation Over Alabama Sewer Funds.
Summary

- Civil rights law prohibits discrimination based on race
- Groups claim state funds do not reach Black residents in need

Oct 4 (Reuters) - The Biden administration has opened a federal civil rights investigation to examine
whether Alabama environmental regulators discriminate against Black residents when giving out
tens of millions of dollars in sewer and sanitation infrastructure funding.

The U.S. Environmental Protection Agency announced the probe in a letter sent to the Alabama
Department of Environmental Management on Tuesday, after environmental and civil rights groups
including the Natural Resources Defense Council requested an investigation in March.

The EPA said it will analyze whether the state agency has violated Title VI of the U.S. Civil Rights
Act of 1964 through its management of a federally backed clean water fund that provides low
interest loans to finance public infrastructure improvements in the state.

Continue reading.
Reuters
By Clark Mindock
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Ice Rink’s Muni Default Risks Pushing a Missouri City Into Junk Territory.

- St. Louis suburb of Maryland Heights has BBB- rating from S&P
- Another downgrade could make it more expensive to borrow

A small city in Missouri could see its credit rating cut to junk by S&P Global Ratings because of the
financial woes plaguing a local ice rink backed by municipal debt.

The St. Louis suburb of Maryland Heights, home to 28,000 residents, currently has a BBB- rating,
just one rung above junk. A slew of downgrades from S&P has brought its rating down eight notches
from AA+ since 2020, largely because of its involvement with the Centene Community Ice Center.
Managed by a local nonprofit, the facility serves as a practice center for the National Hockey
League’s St. Louis Blues and features four NHL-sized ice rinks.
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The ice rink was once expected to make the St. Louis area a destination for hockey tournaments and
special events. But it has faced pressure since the pandemic, when it was forced to temporarily shut
its doors. The Industrial Development Authority of the City of Maryland Heights — the local agency
that issued bonds for the facility — also defaulted on an interest payment to holders of its
subordinate debt last month.

The default sparked a warning from S&P which has placed Maryland Heights on credit watch with
negative implications. This means that there’s a 50% chance the rating could change within 90 days.

Another downgrade could make it more expensive and difficult for the city to borrow in the future.
Maryland Heights has $26 million of debt outstanding, according to data compiled by Bloomberg. It
last borrowed from the muni market in 2020.

Because of the way the bonds for the ice center are structured, Maryland Heights technically isn’t
on the hook to pay bondholders. The ice center was built in a community improvement district which
can levy up to a 1% sales tax for approved public uses, and that revenue is among the source that
are used to pay bondholders.

Under the financing agreement, the city had agreed to set aside up to $625,000 each year to
replenish a reserve account protecting the senior bonds if the revenue couldn’t cover debt
payments. It has done so at least a few times since 2020, according to regulatory filings.

City spokesperson Trisha Hall said in an emailed statement last week that Maryland Heights has
“more than fulfilled these obligations over the past few years by providing funding beyond what is
legally required.”

The city hasn’t agreed to make backstop payments to replenish the reserve account of the
subordinated debt series that defaulted, according to the bond documents.

Future Issuance

Dave Otto, board member of the St. Louis Legacy Ice Foundation, the nonprofit that operates the ice
rink, said he hopes the center wouldn’t have to face a default again.

“Inflation has hit all of us and it hit the ice rink as well,” he said on a call, adding that while revenue
picked up, so did expenses. He declined to comment on how or when the last month’s default could
be remedied. About $53 million of municipal-bond debt is outstanding on the bonds sold in 2018,
according to data compiled by Bloomberg.

Regardless of the city’s obligations toward the ice center, the recent default may cause bond
investors to be more skeptical of Maryland Heights’ willingness to support future projects, said Lisa
Washburn, a managing director at Municipal Market Analytics.

“If Maryland Heights were to come to the market, there could be a higher degree of skepticism that
could lead to them having to pay an incrementally higher cost on their debt,” she said. “It’s because
they have debt with their name on it that has defaulted, whether or not they were obligated to pay.”

Bloomberg Markets
By Eniola Longe and Amanda Albright

October 3, 2023



Houston, Texas: Fitch New Issue Report

Revenue Framework: ‘aa’: Revenue growth prospects remain solid, as the recent healthy growth
trend is expected to continue. Revenue-raising ability is high relative to historically modest revenue
volatility despite certain city charter and state law constraints. Expenditure Framework: ‘a’: The
pace of spending is expected to be above revenue growth, primarily due to increasing public safety
and benefit-related spending, absent policy actions. Carrying costs are elevated and ongoing
firefighter pay disputes could hinder expenditure flexibility. Long-Term Liability Burden: ‘aa’: Fitch
Ratings expects the combined overall debt and pension burden to remain at the low end of the
moderate range as a percentage of total personal income. Operating Performance: ‘aa’: Fitch
expects that currently sound reserve levels and a demonstrated ability to make budgetary
adjustments will allow the city to maintain a high level of financial flexibility through future
economic downturns.

ACCESS REPORT

Mon 02 Oct, 2023

Fitch Downgrades Texas Hospital System Three Notches to B+.

- Shrinking liquidity and reimbursements have squeezed Wise
.- Unrestricted cash fell 32% to $69 million from end of 2022

Fitch Ratings downgraded Wise Health System, citing shrinking liquidity and high doctor turnover
among the pressures on the Texas operator.

The hospital system was lowered three notches to B+ from BB+ and placed on a negative rating
watch by Fitch, according to a Friday report. Wise Health System’s balance sheet is “approaching
tenuous and offering a limited margin of safety,” Fitch wrote. Its unrestricted cash declined to $69
million as of June 30 from $101 million at the end of last year.

Hospitals are coping with higher expenses for labor and supplies, and smaller and more rural
systems like Wise are particularly squeezed.

Continue reading.
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Commonwealth of Kentucky: Fitch New Issue Report

The ‘AA-‘ rating on the commonwealth’s appropriation-backed debt, set one notch below the
commonwealth’s ‘AA’ Long-Term Issuer Default Rating (IDR), is based on debt service paid on lease
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payments that are subject to annual appropriation. The ‘AA-‘ rating reflects a slightly elevated risk of
non-repayment given the appropriation pledge.

ACCESS REPORT
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State of New York: Fitch New Issue Report

The ‘AA+’ rating on senior lien PMT bonds reflects the solid growth prospects of the dedicated
revenue stream and ample resilience of the bond structure based on the 2.25x additional bonds test
(ABT). The rating is capped at the ‘AA+’ Issuer Default Rating (IDR) of New York State and does not
reflect the credit quality of the MTA as revenues are not exposed to its operations.

ACCESS REPORT
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S&P ESG Evaluation: California Water Service Group

The Group’s ESG Evaluation score of 74 illustrates our assessment of the company’s capable
management of water services and sewage treatment.
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Utah Infrastructure Agency: Fitch New Issue Report

The ‘BBB-’ ratings and maintenance of the Negative Outlook on Utah Infrastructure Agency (UIA)
continue to reflect Fitch Ratings’ expectation that UIA’s nonconsolidated leverage, which excludes
nonrecourse debt issued on behalf of certain municipalities in Utah, will improve but remain weak
through 2024. Fitch expects nonconsolidated leverage, including the issuance of the series 2023
bonds to hover moderately over 9.0x through 2024, before improving to roughly 8.4x by 2025 due to
solid growth in operating income. Fiscal 2023 shows nonconsolidated leverage stabilizing at roughly
9.2x from 10.1x the prior year based on near-final unaudited numbers. Downward rating action
could be taken if UIA fails to reduce nonconsolidated leverage to closer to 9.0x by FYE 2024. UIA’s
weaker financial profile reflects elevated leverage, measured as net adjusted debt to adjusted funds
available for debt service (FADS), that rose to 12.4x on a consolidated basis, reflecting UIA’s
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issuance of additional nonrecourse debt for the Utah cities of Syracuse, Santa Clara and Cedar Hills.
Fitch’s calculation of nonconsolidated leverage is 10.1x in fiscal 2022, reflective of financial
performance marginally weaker than projections combined with depreciation that was slightly lower
than projections, which Fitch adds back to FADS. UIA’s liquidity remains neutral to the ratings. The
‘BBB-’ rating factors in the system’s exposure to potential volatility in its customer base due to
competition or technology changes for the life of debt. This risk is offset somewhat by UIA’s ability
to access pledged loans of franchise tax revenue from creditworthy, contracting member cities. The
additional $5.15 million in franchise tax revenue available to UIA is not included in Fitch’s metrics,
but provides additional stability to UIA’s financial profile and allows for a final rating higher than the
weaker financial profile assessment and suggested analytical outcome suggest.

ACCESS REPORT

Thu 28 Sep, 2023

Metropolitan Pier and Exposition Authority, Illinois: Fitch New Issue Report

The rating on the MPEA expansion project bonds reflects Fitch Ratings’ view that pledged state
sales tax deposits will grow with inflation and that the security structure can withstand a substantial
level of decline and still maintain sum-sufficient debt service coverage. The transfer to the bond
trustee requires annual legislative appropriation, thereby capping the rating at one notch below the
state of Illinois’ Issuer Default Rating (IDR). This is below our assessment of the underlying credit
quality of the pledged revenues supporting the dedicated tax bonds.

ACCESS REPORT
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New York City, New York: Fitch New Issue Report

Revenue Framework: ‘aa’: New York City has a highly diverse revenue base that supports resilience
to changes in economic conditions. Fitch expects revenue growth to range between long-term
inflation and U.S. GDP with a return to at least pre-pandemic levels of personal and corporate
income tax revenues and continued strength in residential real estate values offset by pressure on
commercial growth in the medium term. The city has solid independent legal ability to adjust
property tax rates and a variety of fees and charges to offset the modest revenue declines expected
in a typical economic downturn. Rates for other important revenue sources (mainly income and sales
taxes and state aid) are not within management’s independent control. Expenditure Framework: ‘a’:
Carrying costs are moderate, typically about 20% of governmental funds spending. Other than
education-related employees, most labor contracts are subject to binding arbitration; however, the
city has demonstrated adequate expenditure flexibility primarily through its control over employee
headcount. Fitch expects long-term spending patterns to be above revenue growth excluding policy
actions. Long-Term Liability Burden: ‘a’: Ongoing and substantial capital needs will be the primary
driver of expected growth in the city’s long-term liability burden to an elevated but still moderate
level as the resource base expands. However, debt policies in place support maintenance of debt
issuances within affordability levels. Reported NPLs will incorporate market volatility but the city is
required to fully fund its actuarially determined contributions. Net unfunded OPEB liabilities
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represent close to 13% of personal income but annual costs are a moderate portion of the budget
excluding periodic contributions above pay-as-you-go. Operating Performance: ‘aaa’: The ‘aaa’
assessment reflects a very strong gap-closing ability and the city’s close budget monitoring and
control, as demonstrated by its ability to maintain consistent balance and manage outyear gaps. A
high level of inherent budgetary flexibility provides protection against typical economic and revenue
volatility.

ACCESS REPORT

Thu 28 Sep, 2023

New York Mega Mall Has Muni Bond Rating Slashed Deeper Into Junk.

Municipal bonds tied to Destiny USA, the biggest shopping mall in New York state, were cut deeper
into junk by Moody’s Investors Service on Wednesday because the complex is unlikely to meet a key
measure of profitability needed to extend an outstanding loan.

Moody’s lowered the rating on municipal bonds backed by payments in lieu of taxes to Caa2 from
Caal and revised the outlook to stable, the company said in a release. The downgrade reflects an
increase in “default risk” because the net-operating-income target needed to extend an existing
subordinate mortgage-backed security loan past June 2024 is “unlikely to be satisfied.”

The municipal debt was originally issued to expand the Carousel Center mall in Syracuse, New York,
into a super-regional shopping complex, now called Destiny. About $270 million of Pilot bonds are
outstanding, according to data compiled by Bloomberg.

Continue reading.

Bloomberg Markets
By Martin Z Braun
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New Yorkers Are Better Off Buying Muni Bonds, Bank of America Says.

Wealthy New Yorkers can earn more investing in the city’s municipal bonds right now than in
corporate debt, Bank of America Corp. told investors Friday.

For New Yorkers subject to the highest tax rates, taxable bonds would need to yield 8.9% to compete
with the yield offered on New York bonds, strategists Yingchen Li and Ian Rogow wrote in a note
Friday. That’s about 2.8 percentage points higher than a metric of yields on the ICE Bofa index of
corporate bonds, they noted.

Bank of America is the top underwriter of municipal debt in the US.

The $4 trillion municipal bond market, like other parts of the fixed income, is offering elevated yields
not seen in years as the Federal Reserve has hiked interest rates aggressively to combat inflation.
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But state and local debt has an added allure that other asset classes don’t: the income is tax-exempt.
That means that the yields on muni bonds are even higher after adjusting for taxes. And the higher
your tax bracket, the more attractive the bonds look.

The yield on the 10-year AAA municipal benchmark has surged about 30 basis points this week,
according to Bloomberg BVAL. The selloff has come after the Fed indicated its intention to keep
interest rates high for as long as necessary to contain inflation.

“Muni yields are even more attractive now relative to corporates after recent selloff,” the Bank of
America analysts said.

For those living in New York City, which levies a city income tax, taxable bonds have to yield 9.68%
to compete with the munis.

“In other words, New York City residents can earn more investing in New York munis than in high
yield corporates,” they wrote. The yield to worst, meaning the lowest amount of yield an investor can
expect on the Bloomberg high-yield index, is about 8.9%.

Bloomberg Markets
By Eniola Longe

September 29, 2023

Money Manager First Eagle Hires John Miller, Former Junk-Muni Titan at

Nuveen

- Miller will start in January, lead muni-investment group
- Group will focus on high-yield munis initially, Miller says

John Miller, who managed the municipal-bond market’s largest junk mutual fund at Nuveen until
earlier this year, will join First Eagle Investments in January to build a muni department from the
ground up.

When he joins the $131 billion money manager in the new year, Miller says he’ll focus on what has
defined his career — the riskiest corners of the municipal market.

“I wouldn’t rule out investment grade,” he said in an interview. “But we’ll start with high-yield. That
is where my value-add is.”

Continue reading.
Bloomberg Markets
By Danielle Moran

September 21, 2023
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New Jersey’s American Dream Megamall L.osses Quadrupled in 2022.

- Loss widened to $245 million as financial expenses ballooned
- Shopping and entertainment complex was 85% leased as of July 1

American Dream, the megamall in New Jersey’s Meadowlands, has seen its losses increase fourfold
in one year, according to a draft securities filing.

The 3.5-million-square-foot shopping and entertainment complex, home to an indoor ski slope,
amusement park and water park, lost about $245 million in 2022 as expenses almost doubled to
$428 million, according to the three-page document posted Monday to the Municipal Securities
Rulemaking Board’s EMMA website. Financial expenses, which typically include debt service
payments, ballooned to $189 million.

Kristen Buckley-White, an American Dream spokesperson, didn’t respond to a request for comment.
Continue reading.

Bloomberg Markets
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San Francisco (City and County) Public Utilities Commission, California: Fitch

New Issue Report

The affirmation of San Francisco Public Utilities Commission’s ‘AA-’ ratings reflects the very strong
financial profile of the Power Enterprise, factoring in sizable capex plans and debt issuance
scheduled over the next five years. System leverage, albeit higher, together with ongoing robust
liquidity and adequate coverage should remain consistent with the rating, given the enterprise’s
strong revenue defensibility and low to midrange operating cost burden. Continued strong financial
performance will depend heavily on planned rate increases. The rating is constrained by the
customer concentration in SFPUC’s unique service area. SFPUC provides service to certain
customers within San Francisco, and some competition exists with Pacific Gas and Electric Company
(PG&E; BB+/Stable) for new customer growth in the city. The customer base is consequently highly
concentrated with city-owned enterprises, such as San Francisco International Airport, the San
Francisco Municipal Transportation Agency, and the SFPUC Water Enterprise and SFPUC
Wastewater Enterprise, which are the largest customers. Fitch Ratings’ analysis also takes into
account an asymmetric risk factor stemming from California’s strict legal interpretation of inverse
condemnation as it relates to wildfires. Approximately 28% of SFPUC'’s distribution transmission
lines are located in areas that present elevated or extreme wildfire risk, as defined by the California
Public Utility Commission Fire Threat Map. The remaining 72% of the transmission lines are outside
the High Fire Threat District. However, Fitch considers the likelihood of a massive wildfire event
remote, and the utility continues to take steps to reduce overall wildfire risk through continued
investment and power shutoffs during critical fire weather conditions.

ACCESS REPORT
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S&P ESG Evaluation: California Water Service Group

The Group’s ESG Evaluation score of 74 illustrates our assessment of the company’s capable
management of water services and sewage treatment.

Download.

State of California (State Public Works Board): Fitch New Issue Report

Key Rating Drivers Revenue Framework - ‘aaa’ Tax revenues are dominated by personal income
taxes, which are economically sensitive, particularly those related to capital gains. Long-term
growth prospects for revenues are strong, driven by the state’s robust economic fundamentals. The
state retains the independent legal ability to raise taxes, subject to a legislative supermajority voting
requirement. Expenditure Framework - ‘aa’ California has a solid ability to reduce spending
throughout the economic cycle, although its flexibility is somewhat more restricted than most states
due to constitutional requirements for funding education and voter initiatives that limit state
discretion. However, Proposition 98 school funding requirements also decline relatively quickly
when revenues decline, acting as a form of automatic stabilizer during a downturn. Long-Term
Liability Burden - ‘aaa’ Long-term liabilities, while above the median for U.S. states, are a
moderately low burden on the resource base. The state is addressing its pension liabilities with
measures including benefit changes, supplemental contributions and a long-term plan to increase
contributions to the teachers’ system.

ACCESS REPORT

Thu 21 Sep, 2023

State of New York: Fitch New Issue Report

Revenue Framework - ‘aa’ New York State’s revenue base is diverse and has solid growth prospects
above the level of long-term inflation but below U.S. GDP, driven by its diverse, wealthy economic
profile. The tax base, concentrated in the large PIT component, is economically sensitive. The state
has complete independent legal control over revenue. Expenditure Framework - ‘aaa’ The natural
pace of New York’s spending growth, driven by education and Medicaid funding demands, is likely
to be marginally above revenue growth over time, requiring ongoing budget management. The state
has ample flexibility to control spending. Long-Term Liability Burden - ‘aaa’ New York State’s long-
term liability burden, including debt and net pension liabilities, is near the median for U.S. states as
a percent of personal income and an overall low burden on resources. Most long-term liabilities are
for debt, rather than pensions, with relatively flat growth over the past decade. Net pension
liabilities as a percentage of personal income are well below the state median, with the state
utilizing conservative actuarial assumptions. Operating Performance - ‘aa’ Formal budgetary
reserves historically have been modest relative to cyclical revenues, but have grown rapidly in
recent years, along with the expansion of nonstatutory reserves. Financial resilience is still driven
largely by the state’s willingness to quickly adjust revenues and expenditures in response to fiscal
deterioration, and its ability to build considerable flexibility into its regularly updated multi-year
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financial plans to absorb fiscal volatility. Budgeting practices, including statutory growth caps on
Medicaid

ACCESS REPORT
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Texas Water Development Board (State Water Implementation Revenue Fund

for Texas): Fitch New Issue Report

The ‘AAA’ rating reflects the ability of the State Water Implementation Revenue Fund for Texas
(SWIRFT) program’s (the program’s) financial structure and funding mechanisms to absorb
hypothetical pool defaults in excess of Fitch Ratings’ ‘AAA’ stress scenario without causing an
interruption in bond payments. Bonds are backed primarily by political subdivision obligation (PSO)
repayments and certain pledged accounts tied to each series of bonds. Portfolio Credit Risk: The
combined PSO pool credit quality is very strong — approximately 87% of the portfolio is rated at
least investment grade — but the pool remains somewhat concentrated. The pool’s top 10
concentration is approximately 83%, which is above Fitch’s ‘AAA’ rating category median of 55%.
Financial Structure: Fitch’s cash flow modeling demonstrates that program resources are sufficient
to protect bondholders from losses under various default scenarios.

ACCESS REPORT
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State of New Jersey (New Jersey Educational Facilities Authority): Fitch New
Issue Report

The ‘A’ ratings for the New Jersey Educational Facilities Authority (NJEFA) revenue bonds, one
notch below New Jersey’s ‘A+’ Issuer Default Rating (IDR), are based on annual contract payments
made to the authority from the state treasurer, subject to annual appropriation. NJEFA, one of
multiple state entities issuing debt supported by annual appropriations, provides financing for
equipment, facilities construction or renewal, technology infrastructure, safety and other needs at
higher education institutions, county colleges, libraries and related entities.

ACCESS REPORT
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S&P Second Party Opinion: City of New York's General Obligation Bonds,
2024 Series B Taxable Social Bonds, Subseries B-1

City of New York’s General Obligation Bonds, 2024 Series B Taxable Social Bonds, Subseries B-1 Is
Aligned With Principles.
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Read the Opinion.

NYC’s Rising Migrant Costs Won't Destroy Its Finances, Bondholders Say.

- City has $8 billion reserve to help cover $5 billion price tag
- General obligation bonds are rated AA by S&P and Fitch Ratings

New York City Mayor Eric Adams says the migrant crisis “will destroy” the city. Not so, say credit
analysts and bondholders.

The cost to shelter and care for tens of thousands of migrants is projected to add nearly $5 billion in
spending to the city’s $107 billion budget for this fiscal year and an additional $6 billion the
following year, according to Adams. But the city has $8 billion in reserves to help cushion against
the extraordinary expense.

“New York comes into this in great financial condition,” said Dan Solender, head of municipal debt
at Lord Abbett & Co. “It’s a concern if it becomes something that shows up in the financial
statements. So far, it’s not at that point.”

Continue reading.
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S&P U.S. Local Governments Credit Brief: California School Districts Means
And Medians

Overview

S&P Global Ratings believes that California school districts’ credit quality will remain relatively
stable, supported by a favorable state funding environment and the receipt of one-time stimulus
resources as districts mitigate challenges arising from broad school-aged demographic declines that
the pandemic has exacerbated. We expect this trend to continue in the medium term, but districts in
the state face more-difficult budgetary tradeoffs as they expend their remaining Elementary and
Secondary School Emergency Relief (ESSER) funding and begin to experience the financial impact
of continued enrollment declines. In fiscal 2023, the state made upward adjustments to its per pupil
equalization formula applicable to most districts. Districts can use the average daily attendance
(ADA) of the current year, prior year, or the average of the three most recent years, whichever is
highest, to determine operating revenue under the state funding formula, but we think that the
revenue effects and operational and asset management complexities of declining local student
populations will continue to challenge the budgets of many districts for the long term. Accordingly,
we also are seeing a surge in compensation increases to an extent that affects districts’ bottom lines,
as bargaining groups make the case for addressing broad-based inflation, the state’s comparatively
high housing costs, and a limited pipeline of qualified teachers.
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S&P Global Ratings maintains ratings on 688 school districts in California, including school facilities
improvement districts. Fifty-five percent of California school districts are in the ‘A’ category, 44%
are in the ‘AA’ category or above, and fewer than 1% are in the ‘BBB’ category or lower. In addition,
99% of the ratings have a stable outlook. Four school district ratings have a positive outlook, while
two have a negative outlook.

Continue reading.
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Examining the Reach of California's Targeted School Funding.
Key Takeaways

Now entering its second decade, the Local Control Funding Formula (LCFF) fundamentally shifted
school finance in California. Under LCFF, the robust state revenue growth of the past decade led to
even greater increases for the state’s highest-need districts. LCFF also brought about more flexible
funding—along with concerns about whether additional funding is reaching the high-need students
and schools for which it was intended. In this report, we provide comprehensive new evidence on the
targeting and efficacy of LCFF funding for high-need students.

- Spending on concentration grants improved test scores in high-need districts.
Concentration grants add funding above the LCFF base grant to districts with higher shares of
high-need (English Learner, low-income, and/or foster youth) students. For these districts, the
additional funding led to higher math and ELA scores, with the largest impact among 11th graders,
who have had the longest exposure to increased LCFF funding. -

- Local Control and Accountability Plans (LCAPs) show incomplete targeting of funds to
high-need students. Nearly 60 percent of districts in 2021-22 reported plans to spend less on
high-need students than the additional funding they received for high-need students. The extent of
targeting varies widely across districts, and gaps between spending on high-need students and the
additional funding intended for them tend to be greater in higher-need districts. =

- Districts spend funds more evenly across schools than schools generate funds. Schools
with more high-need students generate more funding, but most districts do not spend these
additional dollars in the same proportion. In 2020-21, spending at high-need schools was 75 cents
higher per dollar of extra funding, compared to roughly 45 cents on the dollar in the two prior
school years. However, districts vary in this proportion, with nearly 80 percent of concentration
districts spending dollars more evenly across schools than LCFF would imply if districts allocated
additional funding in proportion to a school’s high-need share. —

Continue reading.
Public Policy Institute of California
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Indiana Finance Authority (State Revolving Fund): Fitch New Issue Report
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The ‘AAA’ rating reflects the ability of the clean water (CW) and drinking water (DW) state revolving
fund (SRF) bond program’s (the program) financial structure to absorb hypothetical pool defaults in
excess of Fitch Ratings’ ‘AAA’ stress scenario without causing an interruption in bond payments.
Aggregate pool credit risk is measured using Fitch’s Portfolio Stress Model (PSM), and the strength
of the program’s financial structure is measured using Fitch’s Cash Flow Model.
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Facing Budget Shortfall, California Preps $2.6 Billion Bond Sale.

- The bond sale includes $1.6 billion of refunding bonds
- State’s latest budget reflects nearly $31.5 billion deficit

California is coming to market next week with its largest municipal-debt offering of the year, $2.6
billion of tax-exempt general obligation bonds that are expected to draw strong demand from
investors during a period of lower-than-expected issuance.

The sale includes $1 billion of new debt to fund a variety of voter-approved capital projects including
school construction, improvements to clean water access and high-speed rail. The Golden State will
also sell $1.6 billion of refunding bonds to cut its borrowing costs, according to bond documents.

Retail investors will begin placing orders on Wednesday ahead of pricing Thursday. The bonds will
be underwritten by Citigroup Inc. and RBC Capital Markets, and they are rated Aa2 by Moody’s
Investors Service, AA- by S&P Global Ratings, and AA by Fitch Ratings.

Continue reading.
Bloomberg Markets
By Maxwell Adler

September 1, 2023

S&P Second Party Opinion: Caritas Corp.'s California Municipal Finance
Authority Mobile Home Park Senior Revenue Bonds

Caritas Corp. has a strong social license to operate in the communities it serves. For more than 25
years, Caritas has acquired, renovated, and operated over 30 affordable housing projects and has a
track record of maintaining affordable rents while upkeeping its properties. Regulatory oversight
and regulation underscores compliance with social objectives. All of Caritas’ projects, including the
proposed acquisition of the Chatsworth Project, are governed by various federal and state laws with
specific requirements to set aside housing for low-income residents and maintain affordable rent
levels for all residents.
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San Francisco Taps Muni Market for Affordable Housing Project.

- Bond sale will help finance 537 units of affordable housing
- San Francisco needs 82,000 new housing units by 2030

A San Francisco redevelopment agency is borrowing $60 million in the municipal bond market this
week to help finance affordable housing in a city that has some of the highest rents in the nation and
is suffering from an exodus of people.

The Office of Community Investment and Infrastructure, an agency governed by the city and county
of San Francisco, is selling $24.5 million of taxable bonds and $35.7 million of tax-exempt bonds to
launch another phase of the Transbay Program, a roughly two-decade old transportation and
housing project intended to transform an “underdeveloped” neighborhood.

Proceeds from the sales will go toward the construction of more than 500 affordable housing units
and a new park in San Francisco’s South of Market neighborhood, an area that now houses
downtown skyscrapers, luxury hotels and offices for Salesforce Inc., LinkedIn and BlackRock Inc.

Continue reading.
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S&P U.S. Local Governments Credit Brief: California School Districts Means
And Medians

Overview

S&P Global Ratings believes that California school districts’ credit quality will remain relatively
stable, supported by a favorable state funding environment and the receipt of one-time stimulus
resources as districts mitigate challenges arising from broad school-aged demographic declines that
the pandemic has exacerbated. We expect this trend to continue in the medium term, but districts in
the state face more-difficult budgetary tradeoffs as they expend their remaining Elementary and
Secondary School Emergency Relief (ESSER) funding and begin to experience the financial impact
of continued enrollment declines. In fiscal 2023, the state made upward adjustments to its per pupil
equalization formula applicable to most districts. Districts can use the average daily attendance
(ADA) of the current year, prior year, or the average of the three most recent years, whichever is
highest, to determine operating revenue under the state funding formula, but we think that the
revenue effects and operational and asset management complexities of declining local student
populations will continue to challenge the budgets of many districts for the long term. Accordingly,
we also are seeing a surge in compensation increases to an extent that affects districts’ bottom lines,
as bargaining groups make the case for addressing broad-based inflation, the state’s comparatively
high housing costs, and a limited pipeline of qualified teachers.

S&P Global Ratings maintains ratings on 688 school districts in California, including school facilities
improvement districts. Fifty-five percent of California school districts are in the ‘A’ category, 44%
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are in the ‘AA’ category or above, and fewer than 1% are in the ‘BBB’ category or lower. In addition,
99% of the ratings have a stable outlook. Four school district ratings have a positive outlook, while
two have a negative outlook.

Continue reading.
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How Did Things Go So Wrong at This Arizona Park Built With Muni Bonds?

The sports arena opened just last year. Bonds that built it recently traded at roughly 10
cents on the dollar.

Municipal bonds have a reputation for safety, but a financial meltdown at a sports arena in Mesa,
Ariz., shows all munis aren’t created equal.

Legacy Park, spread over 320 acres with volleyball courts, soccer fields and summer campers, filed
for bankruptcy in May. That was just 15 months after it opened and three years after an entity
known as the Arizona Industrial Development Authority agreed to issue muni bonds to pay for the
park’s construction. The bonds recently traded at roughly 10 cents on the dollar, and the park is
looking for a buyer.

The sports park’s financial troubles highlight a risky corner of the $4 trillion municipal-bond market,
enabled by local government entities known as conduit issuers. That is a space where private-sector
businesses, typically nonprofits, borrow tax-free to build malls, medical centers and charter schools.

Continue reading.
The Wall Street Journal
By Heather Gillers
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Puerto Rico Utility Bondholders Split on Way to Bankruptcy Exit.

BlackRock and other municipal bondholders are nearing a restructuring deal opposed by
their longtime allies

A group of bond investors is expected to back a new restructuring plan for Puerto Rico’s power
utility but would have to contend with other creditors that want to keep fighting for a better deal.

BlackRock, Nuveen and Franklin Advisers are nearing a restructuring deal to write down $8.3 billion
in debt owed by the bankrupt electric monopoly to a fraction of that amount, people familiar with the
discussions said.

The new deal would open a path to ending the Puerto Rico Electric Power Authority’s six-year
bankruptcy case and has divided bondholders that until recently were united in negotiations.
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Bondholders including GoldenTree Asset Management are preparing to battle in court to try to sink
the debt plan, due to be filed in court on Friday, according to people familiar with the matter.

Continue reading.
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Puerto Rico Electric Power Bonds Fall on Proposed Debt Deal.

- Slump comes as some investors reach deal with utility
- Proposal would give some investors 12.5 cents on the dollar

Some municipal bonds sold by Puerto Rico’s bankrupt power utility have plunged after a group of
investors reached a restructuring deal that would significantly slash the agency’s debt load.

A security sold by the Puerto Rico Electric Power Authority, also known as Prepa, due in 2042
changed hands at an average price of 24.25 cents on the dollar between two trades on Monday,
down from above 70 cents as recently as May, according to data compiled by Bloomberg.

The deal between creditors including BlackRock Financial Management and Nuveen Asset
Management and the island’s federally appointed financial oversight board, which is managing
Prepa’s bankruptcy, would reduce combined claims of $10 billion down to about $2.5 billion of new
bonds. The deal would give bondholders who sign the agreement 12.5 cents on the dollar on what
they were owed when Prepa entered bankruptcy in July 2017, and 3.5 cents for investors who
decline to join the restructuring plan.

Continue reading.

Bloomberg Markets
By Danielle Moran and Michelle Kaske

August 28, 2023

Wells Fargo Is Cleared to Underwrite Texas Muni-Bond Deals by AG.

The Texas Attorney General’s Office ruled that Wells Fargo & Co. can continue underwriting
municipal-bond transactions in the state after probing the bank’s policies on the firearms industry.

It’s a win for Wells Fargo’s public finance department, allowing it to maintain its presence in the top
market for municipal-bond deals this year. The San Francisco-based bank is the sixth-biggest
underwriter in the US muni market overall.

Leslie Brock, the chief of the AG’s public finance division, wrote in a letter to bond counsel on Friday
that the bank complies with the rules.


https://www.wsj.com/articles/puerto-rico-utility-bondholders-split-on-way-to-bankruptcy-exit-f7f9bb24?mod=Searchresults_pos12&page=1
https://bondcasebriefs.com/2023/09/06/news/puerto-rico-electric-power-bonds-fall-on-proposed-debt-deal/
https://www.bloomberg.com/news/articles/2023-08-28/puerto-rico-electric-power-bonds-fall-on-proposed-debt-deal
https://bondcasebriefs.com/2023/09/06/news/wells-fargo-is-cleared-to-underwrite-texas-muni-bond-deals-by-ag/
https://www.texasattorneygeneral.gov/sites/default/files/files/divisions/public-finance/ABC Letter Wells Fargo 08-25-23.pdf

Continue reading.
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August 25, 2023

Moving to Texas Is All the Rage, Even in the Muni-Bond Market.

- Credit spreads on Texas bonds have widened on supply surge
- Texas issuers have sold the most amount of debt so far in 2023

It seems like everything is cheaper in Texas these days as the state lures residents and companies
with a lower cost of living. Even municipal debt investors are now getting a bargain after a bond
boom overwhelmed demand.

Texas governments and school districts are in the midst of a borrowing spree as the population
swells. That caused bond yields to climb, giving investors a chance to buy pristine credits that are
yielding 40 or even 50 basis points higher than the AAA benchmark.

Those rates have climbed so high that it makes sense for investors in a bevy of other states to buy
Texas bonds. Meanwhile, the credits offer a safe haven: The state is one of a dozen that’s rated AAA,
higher than the federal government. Texas is considered the eighth-largest economy in the world.

Continue reading.

Bloomberg Markets
By Amanda Albright and Skylar Woodhouse

August 22, 2023

Hawaii Munis Plunge in Latest Investor Warning on Climate Risk.

- Index of Hawaii debt is down 2.8% in August, most of any state
- State’s ‘sizable cash balances’ help disaster support: Fitch

Hawaii state and local municipal bonds have surrendered all their 2023 gains in the past three
weeks after the deadly Maui wildfires delivered a fresh reminder of climate risk in the $4 trillion
market for state and local debt.

An index comprised of Hawaiian municipal securities has dropped 2.81% in August, the worst
performance of any state and compared to a 1.8% loss for the broader market, according to data
compiled by Bloomberg. Hawaii is one of only four states to post a negative performance this year.
At the end of July, its municipal bonds were sporting a more than 2% gain for 2023.

“The Hawaii index was impacted by the large drop of bonds associated with the Maui catastrophe,”
said Tom Doe, president and founder of Municipal Market Analytics.
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McGuireWoods: California Proposes Rules Clarifying Notice and Review
Requirements for Health Care Transactions

On July 31, 2023, the California Office of Health Care Affordability (OHCA) issued proposed
regulations requiring health care entities to notify OHCA about material transactions at least 90
days prior to closing. McGuireWoods previously published an alert on California’s advance notice
and review requirements and the potential implications for health care transactions occurring in
California on or after April 1, 2024.

California is one of many states to implement reporting requirements for health care transactions.
Several other states such as New York, Oregon and Washington have similar laws and requirements.
McGuireWoods continues to monitor these developments and analyze the impacts of such laws, most
recently on June 5 and May 8, 2023.

Key Takeaways

1. By expanding the definition of “health care entity” to include entities like management services
organizations, broadening of the definition of “material transactions” and potentially extending
review timelines, OHCA will play an extensive role in future transactions.

2. Health care providers and entities operating in California that are planning or considering
entering into a transaction now must consider the advance notice filing requirement, review
process and additional timing components when planning a transaction. This will include
preparing documents and compiling significant amounts of information to submit the notice filing
in advance of the 60-day initial waiting period for OHCA to determine whether to conduct a cost
and market impact review (CMIR), and a potential additional 90-day waiting period if OHCA
chooses to undertake a CMIR.

3. Health care providers and entities subject to the advance notice and review requirements must
provide information about the entities undergoing the proposed transaction and submit copies of
documents such as structure charts and transaction agreements. By default, OHCA will consider
such information and documents as public records, but a submitter may mark certain documents
as confidential or redact certain information, and OHCA will deem confidentially marked
documents such as purchase agreements, financial documents and unredacted resumes as
confidential.

4. Parties making filings must consider the antitrust and other market implications of a transaction
in advance of their submission and be able to credibly address the impact of the transaction on
competition, cost of care, quality of care, health equity, innovation and access to care. Failing to
adequately develop a strategy that takes account of these aspects of a transaction in an initial
filing can increase the odds that OHCA will undertake a CMIR, which involves significant
additional delay, expense, disruption and the risk that OHCA may refer the matter to the Office of
the Attorney General for additional action.

5. These proposed regulations provide additional details on the requirements and process, and they
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provide more details to the language of the statutes. Stakeholders may submit comments on the
proposed regulations to CMIR@HCAI.CA.GOV until 5 p.m. on Aug. 31, 2023. It is unclear if the
public should expect further changes, but OHCA intends to submit the finalized regulations as an
emergency rulemaking package in October 2023.

Continue reading.
McGuireWoods LLP - H. Holden Brooks, Trey Andrews, Kristen H. Chang and Tom Siwula

August 14 2023

LA School System Kicks Off School Year With Municipal Bond Sale.

- Proceeds from $384 million sale to also fund campus security
- Balance will finance electric bus, student enrollment efforts

The nation’s second-largest K-12 district is kicking off the new school year with a municipal bond
offering while it contends with attacks from hackers, a dwindling student body and soaring labor
costs.

The Los Angeles Unified School District, which begins the school year Monday, plans to borrow
about $384 million to tackle cyberattacks, school safety and climate change, according to the bond
offering prospectus. The series of bonds carries a sustainability label.

“The district is constantly facing a variety of persistent and evolving cybersecurity threats,” said the
prospectus, which details previous incidents, including a ransomware attack last year that exposed
some student data.

Continue reading.

Bloomberg
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August 14, 2023

Hollvywood Strikes Pose a Credit Risk for $113 Million Muni Deal.

- Oscars ceremony is major source of revenue to repay the debt
- Moody’s grades deal 2 steps below top rank with stable outlook

Municipal-bond investors have to assess an unusual risk as part of a $113 million bond offering next
week: The historic strikes that are paralyzing business for much of Hollywood.

The seller of the debt, a group affiliated with the Academy of Motion Picture Arts and Sciences, is
familiar to muni-market participants because it has issued bonds several times for its Los Angeles
museum, which opened in 2021.

However, this offering, which will refinance old, higher interest-rate debt, comes against a troubled
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backdrop for the industry. The Writers Guild of America went on strike May 2, seeking higher pay
and other changes amid the rise of streaming TV and artificial intelligence. The strike, coupled with
one by screen actors that began in July, has largely halted production of new films and scripted TV
shows.

Continue reading.
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August 16, 2023

Maui Wildfires Put Hawaiian Electric On Hedge Fund Radars.

California utility PG&E went bankrupt after raking up billions in wildfires liabilities
Wildfire Liabilities

Distressed debt investors are circling Hawaiian Electric and have zeroed in on a set of rarely traded
bonds following deadly wildfires in Maui.

While the company’s municipal bonds have sunk to distressed prices, Jefferies sent out quotes this
week on the company’s private placement notes at levels between 40 cents and 60 cents on the
dollar. These notes are primarily held by insurance companies and are rarely traded. Meanwhile,
traders at Seaport are also gauging interest from some investors in hopes of making a market in the
bonds.

Continue reading.

Bloomberg
By Rachel Butt and Reshmi Basu

August 18

Brokers Ready Trading in Discounted Bonds of Hawaiian Electric.

- Jefferies quoted private placement notes at distressed levels
- Some holders have held calls on potential fallout, recovery

Some Wall Street bond brokers are soliciting interest in a series of rarely traded notes tied to
Hawaiian Electric Industries, as market participants assess potential liabilities for the utility
following deadly wildfires in Maui, according to people with knowledge of the situation.

Jefferies Financial Group sent out quotes this week on Hawaiian Electric Co.’s private placement
notes at deeply distressed levels, between 40 cents to 60 cents on the dollar, said the people, who
asked not to be named because the matter is private. Meanwhile, traders at Seaport Group are
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gauging interest from some investors, the people said.

The solicitation is among a number of early indications that both investors and the utility have
started to take steps to determine potential losses stemming from the wildfires. The notes quoted by
Jefferies are rarely traded, privately-placed securities primarily held by insurance companies, the
people said. Several banks are also making markets in the company’s municipal bonds.

Continue reading.
Bloomberg Markets
By Rachel Butt and Reshmi Basu

August 17, 2023

Hawaiian Electric Muni Debt Risks Junk Cut, Barclays Says.

A unit of Hawaiian Electric Industries that is under scrutiny for its possible role in the deadly Maui
wildfires could end up seeing its municipal bonds slashed to high-yield from investment-grade,
according to Barclays Plc muni and ESG strategists.

Hawaiian Electric Co. and its subsidiaries have roughly $500 million in special purpose municipal
debt and it’s “quite possible” those bonds could be downgraded to below investment-grade in the
near future, reads Barclays’ note out Wednesday. S&P Global Ratings cut Hawaiian Electric
Industries to junk earlier this week.

“In that case we might see heavy forced selling from investors that are not able to hold high yield
muni debt,” strategists led by Clare Pickering wrote. “If this happens in late August or early
September, the secondary market might not be deep enough to absorb heavy selling if it
materializes, which might cause outsize price swings.”

Continue reading.
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Hawaiian Electric’s Municipal Bonds Tumble Amid Maui Fire Probe.

- Utility’s subsidiary has $495 million of munis outstanding
- Hawaiian Electric cut to junk Tuesday by S&P over lawsuits

Municipal bonds sold by a unit of Hawaiian Electric Industries, which operates the utility that serves
Maui, are plunging amid scrutiny over the company’s possible role in the island’s deadly wildfire.

Investment-grade muni bonds sold by Hawaiian Electric Co. due in 2039 traded at about 65.7 cents
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on the dollar on Monday. That compares with above 80 cents in the days before the catastrophe,
according to data compiled by Bloomberg.

Continue reading.
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New York City Debt Offering Shows Attractiveness of Munis.

The 2023 bond comeback is rife with opportunities for fixed income investors. New York City’s
recent issuance, in particular, highlighted the attractiveness of municipal bonds.

“The City of New York (“the City”) announced the successful sale of approximately $1.56 billion of
General Obligation Bonds, comprised of $1.41 billion of tax-exempt fixed rate bonds and $151
million of taxable fixed rate bonds,” a public press release stated. “Proceeds of the bond sale will be
used to refinance outstanding bonds for savings. The transaction achieves over $108 million in total
debt service savings, spread primarily across Fiscal Years 2024 through 2027.”

Munis receive praise for their ability to offer fixed income investors with a tax-free alternative. When
you combine that with the high yields of today, along with quality debt with low rates, it’s a win-win.

“The Big Apple — rated AA by two ratings companies — sold 30-year debt that was priced to yield
4.35%,” a Wealth Management article said. “It sounds modest, but with tax adjustments, the richest
New Yorkers snapping up the securities earned yields equivalent to 10% taxable debt, an online tool
from Eaton Vance Management shows.”

That combination of high yield and quality makes munis even more appealing for high-net-worth
individuals. The higher the tax bracket, the more beneficial munis become.

“The $4 trillion municipal bond market is offering elevated yields not seen in years,” the article
added. “But the state and local debt market has an added allure that other asset classes don't: the
income is tax-exempt. That means that the yields on muni bonds are even higher after adjusting for
taxes. And the higher your tax bracket, the more attractive the bonds look.”

Access to Munis in One ETF

Rather than sifting through countless muni options available on the U.S. market, the Vanguard Tax-
Exempt Bond ETF (VTEB) is an easier way for all-encompassing exposure. With a 0.05% expense
ratio, the fund offers low-cost exposure to municipal debt. It also offers a 3.45% 30-day SEC yield as
of August 10.

VTEB tracks the Standard & Poor’s National AMT-Free Municipal Bond Index, which measures the
performance of the investment-grade segment of the U.S. municipal bond market. This index
includes municipal bonds from issuers, primarily state or local governments or agencies whose
interests are exempt from U.S. federal income taxes, and the federal alternative minimum tax (AMT).

ETF TRENDS
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Senior-Living Operator Files for Bankruptcy Due to Pandemic.

- Nashville Senior Care operates five facilities in three states
- Company has $213 million in municipal bond debt outstanding

A senior-living company filed for bankruptcy this week after it exhausted an emergency loan, the
latest to falter because of Covid-19.

Nashville Senior Care LLC’s plight illustrates the pressures bearing down on the senior-living sector.
Higher staff and supply costs on top of tepid demand for such facilities have caused defaults to
outpace the rest of the municipal bond market this year. About 8% of the $43 billion in outstanding
senior-living bonds is in default, compared with less than 1% of the total municipal bond market,
according to data compiled by Bloomberg.

At Nashville Senior Care, the pandemic shutdown lowered the number of residents “precipitously,”
while expenses rose “dramatically,” leaving the facilities without the means to make needed
investments, executive director Thomas Johnson said in a court filing.

Continue reading.
Bloomberg Markets
By Lauren Coleman-Lochner
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Hedge Fund Paradise Hides Puerto Rico’s Crisis In the Making.

A failing power grid and affordability strains are dividing the island into haves and have-
nots.

If you walk in certain circles, it’s easy enough to believe that Puerto Rico has moved past
devastating hurricanes and the largest municipal bankruptcy in US history.

Ritzy hotels and luxury restaurants are sprouting up along the island’s white-sand beaches and
crystalline waters. Dinner for two can cost $500 at those high-end spots. Hedge fund executives and
crypto exiles are moving in, lured by lucrative tax breaks.

But it’s the hum of privately owned generators that makes those lifestyles possible, and shields this
set of the island’s inhabitants from the reality experienced by the vast majority.

Continue reading.
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State Budget Creates Uncertainty in Local Michigan ARPA Project
Commitments.

In late June, Michigan passed a bipartisan $81.7 billion budget for Fiscal Year 2024, which included
$26.7 million to provide a 5% increase in statutory revenue sharing to counties, cities, townships
and villages. This is great news for local governments which have often felt slighted by Michigan’s
fractured municipal finance system.

However, the press release proclaiming budget victory contained only a single sentence on the
revenue sharing increase (See “Gov. Whitmer Applauds Passage of ‘Make it in Michigan’ Budget,”
press release, Executive Office of the Governor, (June 28, 2023), https://rb.gy/ikv21.)

As always, the devil is in the details. In this case, the details could leave some communities
scrambling to obligate millions of dollars in federal funding before year end.

Continue reading.
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By Brandon M. Grysko

New York City, New York: Fitch New Issue Report

The ‘AA’ Issuer Default Rating (IDR) and GO bond rating reflect the city’s exceptionally strong
budget monitoring and controls, supporting Fitch’s high assessment of operating performance.
Federal stimulus aid relieved fiscal pressure that would have otherwise resulted from the city’s
lagged economic recovery from the pandemic and has supported structural budgetary balance. The
record revenue performance and strong recovery, as well as improvement in reserve levels will help
management navigate through future economic downturns, including near-term challenges due to an
expected deceleration of revenue growth, rising labor costs and other uncertainties associated with
a high-inflation environment.

ACCESS REPORT

Tue 08 Aug, 2023

State of Tennessee: Fitch New Issue Report

Revenue Framework - ‘aaa’ Consistent with Tennessee’s recent experience, Fitch expects long-term
state revenue growth, predominantly sales tax, to be in line with or above national economic growth.
The state retains an unlimited legal ability to raise operating revenues. Expenditure Framework -
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‘aaa’ Spending is dominated by Medicaid and education. The natural pace of spending growth in
Tennessee is expected to equal or marginally exceed expected revenue growth over time, requiring
ongoing cost control. The state retains ample flexibility to cut spending throughout the economic
cycle. Long-Term Liability Burden - ‘aaa’ The state’s liability position is among the lowest of the
states, driven by a historical reluctance to rely on debt issuance to fund capital projects and a
consistently disciplined approach to pension funding. Operating Performance - ‘aaa’ Tennessee
retains exceptional gap-closing capacity stemming from a willingness to cut spending (even in high-
priority areas) and strong reserves, including both a budgetary reserve and a separate Medicaid
program reserve.

ACCESS REPORT
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Bankrupt Arizona Sports Park Wins Ruling Backed by Bondholders.

- Judge rejects US request for independent supervision of venue
- Park’s sale staying on track benefits $280 million muni bonds

Legacy Cares Inc., the non-profit owner of a bankrupt Phoenix-area sports complex, won a court
fight to keep the venue’s planned sale on track after an Arizona judge rejected a federal monitor’s
plea to appoint a trustee for the site.

The decision is a victory as well for holders of $280 million in municipal bonds, unsecured creditors
and the landlord of the 320-acre complex. The trustee for Vanguard Group, AllianceBernstein
Holding LP and other bondholders and other creditors opposed the federal monitor’s request.

Judge Daniel Collins of the US Bankruptcy Court for the District of Arizona ruled that naming a
trustee for the complex would “gravely jeopardize” the sale of the facility and it’s ability to continue
as a going concern. Legacy Cares asked the court to set a Sept. 18 deadline for bids on the venue
and to complete the sale in early October.

Continue reading.
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Arkansas Development Finance Authority: Fitch New Issue Report

Portfolio Credit Risk: The program exhibits higher concentration than similar ‘AAA’ pools rated by
Fitch, and overall credit quality is about average. The pool consists of a relatively few 73 obligors,
which contributes to high single- and top 10-obligor concentration. Implied pool quality, measured
by the aggregate rating and loan term and as measured in Fitch’s Portfolio Stress Model, is ‘BBB’.
Obligor security is solid with over 95% of the pool backed by water and/or sewer revenue pledges
and the remaining 4% secured by sales or special tax revenues. Financial Structure: The program’s
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cash flows are very favorable, as minimum annual debt service coverage is about 3.4x. As a result,
Fitch’s cash flow modeling demonstrates that program resources are sufficient to withstand
hypothetical pool defaults in excess of Fitch’s ‘AAA’ liability rating stress hurdle without causing an
interruption in bond payments. Program Management: The Arkansas Natural Resources
Commission, which manages the program, maintains sound underwriting and loan monitoring
procedures. To date, the pledged portfolio has not experienced a permanent loan default.

ACCESS REPORT
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State of Wyoming to Require Training to Reduce Mismanagement of Funds.

CASPER — To better guard against fraud in Wyoming’s small towns, the state recently established
its first training requirements for officials on how to manage public funds.

The state Legislature in 2022 directed the Department of Audit to develop the new rules amid
growing concerns about rogue communities evading compliance with financial regulations.

“This was kind of borne out of findings and things that were coming out of audits of local
governments and special districts and smaller towns and cities,” said Department of Audit Public
Funds Administrator Michael Hansen.

Continue reading.
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By Mary Steurer Casper Star-Tribune Via Wyoming News Exchange Aug 2, 2023

S&P Pension Spotlight: Ohio
Key Takeaways

- Ohio’s pension plans’ statutory contribution framework has generally followed actuarial
recommendations, which helps maintain funded ratios as long as contribution increases continue.

- While we view the state’s pension position as stable with adequate funding discipline, the state’s
current contribution amounts are likely insufficient to maintain funding levels going forward due to
their fixed status (versus annual increases) and aggressive assumptions.

- Recent changes to retiree medical other postemployment benefits have helped control costs and
limit risk to governments across the noneducation plans.

Continue reading.
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California Nonprofit Hospitals Turn to Bankruptcy for Leverage Against
State.

Distressed nonprofit hospitals in the state are using chapter 11 to gain leverage against
the attorney general, whose office critics say has caused some sales to collapse

Beverly Hospital near Los Angeles tried and failed for years to sell itself. It turned the corner when it
filed for bankruptcy.

The chapter 11 filing in April gave the hospital operator some leverage against the state’s attorney
general, who has the authority to mandate prospective buyers to maintain costly services such as
emergency and charity care, and to accept patients covered by government-backed healthcare
programs.

Such requirements had stunted Beverly’s earlier sale attempts. As its finances worsened, the
hospital faced the rising possibility of shutting down, leaving tens of thousands of low-income
patients in the city of Montebello without healthcare services.

Continue reading.

The Wall Street Journal
By Akiko Matsuda

July 30, 2023

S&P: California Housing Finance Agency 2023 Series A Bonds

CalHFA'’s Preliminary Offering Statement (POS) clearly details that the proceeds of the bonds will be
applied toward refinancing mortgage loans that previously financed the acquisition, construction,
and rehabilitation of a portfolio of six multifamily rental developments in central and Northern
California. The properties comply with strict state-level green building standards across the
portfolio, with additional energy-efficiency criteria applied to the portfolio’s San Francisco-based
rehabilitation projects.

Download the report.

Florida’s Flood of New Wealth Boosts High-Speed Train Bonds.

- Private railroad’s munis started year cheap, investor says
- Fortress has invested more than $2 billion in project

New York has Metro-North, London has the Network Southeast. Miami has the Brightline — and
these days, people are climbing aboard.

Ridership on the five-year-old rail line, which connects Miami and West Palm Beach, has taken off as
wealth has poured into South Florida, boosting the bonds that funded it by as much as about 20%
this year. The number of passengers was up nearly 80% through June.
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The high-speed line is one more reflection in the kaleidoscopic story of the new wealth pouring into
Miami. Even the municipal bonds used to finance the privately owned railway have appreciated in
value recently, much like South Florida real estate, private school fees and seemingly everything
else in the Miami area. The soon to be 235-mile-long private rail is owned by the same company that
hopes to link Los Angeles and Las Vegas by train.

Continue reading.
Bloomberg
By Martin Z Braun

July 27, 2023

Salt Lake City, Utah: Fitch New Issue Report

Revenue Framework: ‘aaa’: Fitch Ratings expects solid ongoing revenue growth, supported by
significant new property development and economic expansion. The city has a substantial
independent legal ability to raise revenues. Expenditure Framework: ‘aa’: Based on the city’s
current spending practices and recurring operating surpluses, Fitch expects the natural pace of
expenditure growth to be generally in line with revenue growth. While the city has a somewhat
elevated fixed-cost burden, its labor environment is flexible. The pace of spending is expected to be
marginally above revenue growth absent policy action. Carrying costs are moderate, and the city’s
ability to control wages and benefits is solid. Long-Term Liability Burden: ‘aaa’: The city’s long-term
debt and pension liabilities are low relative to its economic resource base. Operating Performance:
‘aaa’: Strong control over revenues and spending, along with solid reserves both within and outside
the general fund, contribute to the city’s superior gap-closing capacity, which Fitch expects the city
will maintain throughout economic cycles.

ACCESS REPORT

Tue 25 Jul, 2023

Oklahoma Development Finance Authority: Fitch New Issue Report

Revenue Framework: ‘aa’: Fitch Ratings expects that Oklahoma’s revenues, which are supported by
broad-based sources, will continue to reflect above average economic volatility tied to the natural
resource sector. While the Oklahoma Legislature has unlimited independent legal ability to raise
operating revenues, tax rate increases require either a legislative supermajority vote or direct voter
approval, limiting practical revenue-raising flexibility. Expenditure Framework: ‘aa’: The state
maintains ample expenditure flexibility with a low burden of carrying costs for liabilities and the
broad expense-cutting ability common to most U.S. states. Long-Term Liability Burden: ‘aaa’: On a
combined basis, the state’s debt and net pension liabilities are well below the median for U.S. states
as a percentage of personal income and are a low burden on resources. Other post-employment
benefit obligations are minimal compared with debt and net pension liabilities, accounting for 0.1%
of personal income versus 2.9% for debt and pensions. Operating Performance: ‘aa’: A constitutional
provision limiting appropriations to only 95% of expected general revenue fund revenues provides a
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cushion for revenue variability, while the state’s proactive management of financial operations has
historically offset volatility.

ACCESS REPORT
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Long Island Power Authority, New York: Fitch New Issue Report

The Positive Outlook reflects Long Island Power Authority’s (LIPA) improving leverage ratio and
Fitch Ratings’ expectation that the gradual but consistent deleveraging trend that began in 2015 will
continue through 2027. Leverage, measured by net adjusted debt to adjusted funds available for
debt service (FADS), improved to 8.1x at YE 2022 from 8.8x four years prior. The improvement is in
part attributable to LIPA’s strategy of budgeting to achieve higher fixed-obligation coverage. Fitch
expects leverage ratios to trend below 8.0x in 2023/2024, consistent with a higher rating, as
performance continues to benefit from LIPA’s revenue-decoupling mechanism (RDM) and modest
but consistent rate increases designed to achieve higher fixed-charge coverage. LIPA’s very strong
service area, more disciplined approach to rate setting and authorized RDM should sustain its very
strong revenue defensibility and overall performance even through periods of stress, further
supporting its financial profile. LIPA’s operating cost burden remains comparatively high within the
sector. However, ongoing efforts to moderate costs and operating risk, and improve the terms of its
operating services agreement (OSA) with system operator PSEG Long Island (PSEGLI) were
reasonably successful in recent years, and are factored in the rating. The adoption of a public power
model, whereby LIPA would directly operate the system upon termination of the OSA in 2025, is still
under consideration. An upgrade of the rating is unlikely prior to a final decision related to
management of the authority’s assets.

ACCESS REPORT

Thu 27 Jul, 2023

Wells Fargo Gun Policies Probed by Texas, Risking Muni Work.

- Texas AG’s office probing bank’s firearm policies, letter says
- Office will decide if bank is a ‘discriminating company’

Wells Fargo & Co.’s policies around the firearm industry are being probed by the Texas Attorney
General’s office, a potential threat to the bank’s bond underwriting work in the state.

Leslie Brock, chief of the AG’s public finance division, sent a July 26 letter to lawyers who work on
bond deals in Texas saying that officials are studying whether Wells Fargo has a practice or policy
that “discriminates against a firearm entity or firearm trade association.”

The letter, obtained by Bloomberg News, is the latest salvo in the Lone Star State’s fight with Wall
Street over its environmental, social and governance policies. The probe is tied to legislation passed
in 2021 that restricts certain government contracts with companies that the state deems as hostile
to the gun industry. The AG determined Citigroup Inc. “discriminates” earlier this year.


https://www.fitchratings.com/research/us-public-finance/oklahoma-development-finance-authority-26-07-2023
https://bondcasebriefs.com/2023/08/01/news/long-island-power-authority-new-york-fitch-new-issue-report/
https://www.fitchratings.com/research/us-public-finance/long-island-power-authority-new-york-27-07-2023
https://bondcasebriefs.com/2023/08/01/news/wells-fargo-gun-policies-probed-by-texas-risking-muni-work/

Continue reading.
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State of Texas: Fitch New Issue Report

Texas’ ‘AAA’ Issuer Default Rating (IDR) and GO rating reflect its growing economy and the ample
fiscal flexibility provided both by its conservative approach to financial operations and maintenance
of substantial reserves, including in its budgetary reserve, the economic stabilization fund. The
Texas Public Finance Authority is one of several state agencies that issues GO bonds payable from a
constitutional appropriation of the first moneys coming into the state treasury not otherwise
appropriated.
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San Antonio, Texas Water System: Fitch New Issue Report

Key Rating Drivers Revenue Defensibility Very Favorable Service Area, Affordable Rates for Vast
Majority of Population: The system retains the legal authority to adjust rates as needed without
external oversight (other than that of the city council). Fitch considers the monthly residential water
and sewer bill affordable for around 82% of the service area population based on standard monthly
usage of 7,500 gallons for water and 6,000 gallons for sewer. The very favorable service area is
characterized by midrange income levels, an average unemployment rate relative to the nation and
strong customer growth. Customer growth registered a five-year CAGR of 2.3% as of fiscal 2022.
Income levels are about 80% above the national median as of 2021. The unemployment rate was
3.6% in 2022, in line with the national average. Operating Risk Very Low Operating Cost Burden,
Moderate Investment Needs: The system’s operating cost burden was very low in fiscal 2022, at
$4,100 per million gallons (mg), consistent with the operating risk assessment. The life cycle ratio
was very low at 27% in fiscal 2022. Annual capex relative to depreciation has been strong, with a
five-year average of 217% from fiscal years 2018 to 2022. Planned capex for the next five years
should generally 