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National demographic shifts

Working-age population

« 77% of the nation’s counties are forecast to see a
decline in their working-age population in the next
decade

» -5.5% is the median change in working-age population
for all counties nationwide over the next decade

« ~68% of cities and counties that Moody’s currently
rates are forecast to see working-age population
declines in the next decade
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US Overview

Last Decade Next Decade
........................................................................................................................................................... 2012-22  .2022-32
Share of US Counties with Shrinking Working Age Population 71% 7%

Share of US Counties with Growing Working Age Population ~ 29% 23%
Medlan%ChangemWorklngAgePopulatlon46% ........................... T

Source: U.S. Census Bureau, Moody’s

Moody’s Rated Cities & Counties

H Shrinking working age population

B Growing working age population

Last Decade Next Decade
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Source: US Census Bureau, Moody'’s




Moody’s baseline forecast

Working-age population % Change in working age population, 2022-2032
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» Rural parts of the country and legacy urban
areas are forecast to see the sharpest declines

» Shrinking areas hit by a confluence of factors:
i) Domestic outmigration
ii) Falling birth rates
iii) Aging population leading to higher
mortality rates

Source: Moody’s
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International immigration will become increasingly
important driver of the US population
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Source: US Census Bureau, Moody'’s
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Working age population % change

2012-2022

Source: US Bureau of Economic Analysis, Moody’s

For local governments, working-age population declines:

Are tied to slower GDP erowth Can constrain city and county revenues

Fastest growing local governments (>10% change in working age population)
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Most states will lose population...
Forecast change in total population, 2024-2054
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... but even the gainers will become older
Forecast change in 65+ population, 2024-2054
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One-third of Medicaid is already spent on long-term care

Percent of Medicaid spent on long-term services and supports
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Some sectors more vulnerable to labor imbalances than others

Labor demand and labor intensity, by sector

Bubble size represents industry employment level in 2023.
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Healthcare’s labor demand and dependence exceptionally high

Projected hiring needs as a share of 2022 employment

m Hiring required to replace retiring labor supply
m Hiring required to meet new labor demand

+ Total hiring needs

Home healthcare services
Other health practitioner offices
Outpatient care centers

% Residential care facilities
é Other healthcare services
§ Physician offices
Dentist offices
Hospitals
Nursing care facilities
g Individual & family services
g § Community services
3 g Child day care services
%  Vocational rehabilitation services
-15% -5%
Projected hiring needs are for 2022-32. Bubble size represents industry employment level in 2023.
Sources: Bureau of Labor Statistics and Moody’s Ratings
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Medicare Advantage (MA) continues to take market share
from traditional Medicare
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MA market share is concentrated among the largest insurers,
with UnitedHealth and Humana in the top spots

Humana

18% \

All others/
26%
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Sources: Centers for Medicare & Medicaid Services and Moody’s Ratings
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Lack of budget autonomy, fixed costs, long-term liabilities

In other words, weak legal or political ability to right-size operations and control costs

— Poorly funded pension plans that will likely require increased contributions

- Single-employer plans carry different budget risks than multiple-employer cost sharing plans

« Ohio, lllinois, New York, and Rhode Island have some of the sharpest population declines and highest ANPLs

— Limited ability to control costs

- Public sector unions and strict collective bargaining agreements

- High demands for certain kinds of public services that fall within a local government’s service mandate

— Large backlog of deferred capital spending

- High capital asset depreciation ratios (>65%) is one indicator of deferred capital investments that will need to be addressed in the near term

- New York, lllinois, Ohio, Pennsylvania, and Rhode Island have some of the largest backlogs of capital needs and sharpest population declines
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Strong governance has been key in mitigating these headwinds
Median fund balance ratio by cohort

* Median fund balance ratios have consistently
improved over the last five years regardless of

population trends

Working age population cohort
2012-2022

Median fund balance as a % of revenue

* Many growing areas are able to achieve this 2018 2019 2020 2021 2022
through I’ObUSt revenue growth Fastest shrinking (<-10%) 38% 38% 39% 40% 43%
-10% to 0% 39% 40% 43% 45% 47%

) ) ) 0% to 10% 40% 41% 44% 46% 50%

« Whereas shrinking areas are employing a Fastest growing (>10%) 50% 52% 54% 58% 60%

variety of measures: , y .
Note: table shows data for Moody’s-rated cities and counties
|) Stafﬁ ng red u Ct|0 ns Source: Moody’s, US Census Bureau
ii) Less generous salary increases
iii) A more incremental approach to capital
spending

MOODY’S 16
RATINGS



Strong governance has been key in mitigating these headwinds

Median capital asset depreciation ratio, debt burden

Working age population cohort

Median capital asset depreciation ratio

2012-2022
2018 2019 2020 2021 2022
Fastest shrinking (<-10%) 48% 49% 49% 51% 52%
-10% to 0% 49% 50% 50% 51% 51%
0% to 10% 47% 48% 48% 49% 50%
Fastest growing (>10%) 44% 45% 45% 45% 45%

Working agzzr;-gg;aztion cohort Median debt as a % of revenue

2018 2019 2020 2021 2022
Fastest shrinking (<-10%) 74% 66% 67% 67% 65%
-10% to 0% 67% 65% 67% 64% 65%
0% to 10% 72% 71% 74% 71% 72%
Fastest growing (>10%) 100% 95% 93% 89% 86%

Note: tables show data for Moody’s-rated cities and counties
Source: Moody'’s, US Census Bureau
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