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Credit Profile

US$450.0 mil GO bnds st local facs loan ser 2015 A due 08/01/2030

Long Term Rating AAA/Stable New

US$50.0 mil GO bnds st local facs loan ser 2015 B due 08/01/2019

Long Term Rating AAA/Stable New

Maryland GO

Long Term Rating AAA/Stable Affirmed

Rationale

Standard & Poor's Ratings Services assigned its 'AAA' long-term rating to Maryland's $500 million general obligation

(GO) bonds, state and local facilities loan of 2015, consisting of second series A tax-exempt bonds and second series B

taxable bonds. Standard & Poor's also affirmed its 'AAA' long-term rating on Maryland's parity GO debt outstanding.

The outlook is stable.

The rating reflects what we view as the state's:

• Broad and diverse economy, which has experienced tepid overall growth in 2013 and 2014 due to sequestration and

federal budget uncertainty;

• Strong wealth and income levels;

• Long history of proactive financial and budget management, including implementation of frequent and timely

budget adjustments to align revenues and expenditures;

• Well-developed financial and debt management policies including long-term financial planning that should continue

to be helpful in addressing future budget challenges; and

• Still-moderate debt burden across all measures, despite increasing issuance. Although some growth in debt levels is

likely based on planned issuance and the potential for public-private partnership (P3) projects, we expect the debt

burden will remain moderate for most measures due to a clearly defined debt affordability process that limits annual

issuance, coupled with a rapid 15-year debt maturity schedule as required by the Maryland Constitution.

Maryland's full faith and credit secures the GO bonds.

Although we believe the state's pension-funded ratios are still below average and other postemployment benefit

(OPEB) liabilities are significant, good investment returns and pension and OPEB reform initiatives passed since 2011

have contributed to some improvement in funded ratios in fiscal 2014. While several years of budgeted reductions to

pension funding contributions from previously approved levels have slowed this recovery, the state's future adherence

to actuarially based contributions could demonstrate necessary discipline in funding the long-term liability.

After the Maryland Board of Revenue Estimates (BRE) revised revenue estimates downward in September by $177

million for fiscal 2015, it lowered its revenue estimates again in December by another $123 million, due primarily to
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lower-than-anticipated personal income tax collections from slower job growth and federal spending cuts. The March

revenue forecast by the BRE remained unchanged from its December forecast, with estimated general fund revenues

in fiscal 2015 totaling $15.7 billion, or 4% higher than fiscal 2014 actuals, but 1.8% below original revenue estimates for

the fiscal 2015 original budget. The state's Board of Public Works made proactive midyear budget adjustments in fiscal

2015 to offset revenue shortfalls and the legislature covered $188 million in fiscal 2015 deficiency appropriations for

Medicaid, K-12 education, and state park operations, primarily with transfers from other funds, including a $100

million loan from the local income tax reserve fund. The 2015 legislature provided for $10 million each year from the

general fund in repayment to the local income tax reserve fund over the next 10 years. The estimated ending fiscal

2015 general fund balance declines to $53 million from $148 million in the previous year and the state transferred $20

million from the state reserve fund to provide relief for areas affected the Baltimore riots. The combined estimated

$819 million in general and rainy day funds, or 5% of appropriations, remains good, in our opinion. Given actual

year-to-date revenue collections through May 2015 are 2% above estimates for fiscal 2015, state officials expect actual

revenue will track year-end estimates after expected income tax refunds in June.

The state's final $16.4 billion general fund budget significantly reduced the projected structural gap to $206 million

from $650 million. For fiscal 2016, the budget assumes $16.4 billion in general fund revenue, including 4% projected

year-over-year growth in current revenue and about $100 million from other revenue adjustments, including transfer

tax revenues diverted to the general fund and transfers from other funds. The state also closed the fiscal 2016 budget

gap with continuing a 2% general spending reduction implemented in fiscal 2015, eliminating merit pay increases,

establishing a voluntary separation program, and reducing previously planned supplemental contributions to its

pension plan. Additional cost-saving measures included nonrecurring replacement of general fund resources with

health insurance plan funds and bond premiums. The fiscal 2016 budget also maintains a combined general fund and

rainy day fund balance equal to $822 million, or 5% of appropriations, which we still consider good.

A recent U.S. Supreme Court decision (the "Wynne" case) found that local income tax refunds were due to certain

taxpayers who had previously paid local income taxes without a deduction for income earned out of state. The general

assembly authorized the comptroller to pay an estimated $200 million of income tax refunds from the local income tax

reserve account, which holds local income tax collections in a local reserve account to provide for future taxpayer

refunds. The 2015 legislation also authorized future quarterly withholdings of income tax distributions to local

governments as repayment to the account in nine equal installments. Although previous transfers from the local

income tax reserve account to the general fund have not been repaid, the state expects to have sufficient cash

available to provide for the retroactive refunds and for future local income tax refunds. Local governments in the state

could therefore see lower income tax collections over the next couple of years, but state officials expect no adverse

state general fund effects due to the court decision.

We expect that Maryland's economic recovery will continue and could accelerate as uncertainties relating to federal

fiscal issues moderate. The BRE's current economic forecast projects 1.1% and 1.3% employment growth in 2015 and

2016, respectively, with 3.8% and 4.1% personal income growth in 2015 and 2016. We believe the state's fiscal 2016

revenue forecast is reasonable based on recent economic trends and generally in line with IHS Global Insight Inc.

projections of 1.5% and 1.6% employment growth in 2015 and 2016, respectively, with 3.8% and 4.3% personal

income growth in calendar 2015 and 2016. Although federal fiscal policy remains a challenge to the state's budget and
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long-term financial plan, we believe that Maryland has demonstrated strong revenue and budget monitoring practices

with a track record of making expenditure adjustments midyear when required.

We consider the state's management practices "strong" under Standard & Poor's Financial Management Assessment

(FMA) methodology. In our framework, an FMA of "strong" indicates that practices are strong, well embedded, and

likely sustainable.

The state's debt burden remains moderate at $1,866 per capita and 3.4% of personal income in 2014. Annual debt

service relative to the budget is moderate at 5% of governmental expenditures (less federal revenue). While the state

department of transportation expects to increase issuance of bonds backed by transportation-related taxes for

anticipated state transportation projects, we expect most debt ratios to remain moderate. As part of a larger

transportation funding plan, the governor recently announced plans to move forward with a new $2.45 billion P3 light

rail project (the purple line), for which the state now expects to spend $168 million with the balance from local and

federal sources. The state levies a property tax with receipts credited to a special fund used to help support GO debt

service. The state's Board of Public Works fixes the property tax rate each year, which has been set at 11.2 cents per

$100 of assessed value (AV) since 2007. Statewide AV grew by 1.3% in fiscal 2015 and 3% in fiscal 2016 to $672

million, with property tax receipts generating 75% of the revenues available for GO debt service in fiscal 2015. General

funds and bond premiums represented most of the balance of revenues used for debt service. Debt amortization

remains rapid, with more than 80% of tax-supported debt retired in 10 years; all GO bonds mature in the next 15 years,

as the Maryland Constitution requires.

For most of the past 10 years, the state's unfunded pension liability has grown significantly, in our view, due to a

combination of investment losses and less than full funding of the annual required contribution (ARC). The state has

not funded the ARC since 2003. Various pension reform measures were implemented during the 2011 legislative

session that included increased employee contributions and decreased cost-of-living adjustments (COLA). In addition,

certain benefits were reduced and vesting periods for new employees increased to 10 years from five to improve

funding levels. The 2011 reform also required an annual supplemental pension contribution to improve funded ratios

until the system is at least 85% funded; however, budgetary pressures in fiscal years 2013, 2014, and 2015 led the state

to repeatedly reduce these supplemental contributions. In 2015, the legislature further reduced the supplemental

contribution for fiscal 2016 to $75 million from a planned $150 million. The legislature also approved replacing the

corridor method of pension funding to full actuarially required funding by fiscal 2017, as well as a minimum $75 million

annual supplemental contribution until the system is 85% funded. The legislation also added a sweeper provision that

would redirect a portion of future unappropriated general fund balance, up to $50 million annually, to the pension

system. In fiscal 2015 and budgeted fiscal 2016, the state's contribution to the state pension system totaled $1.5 billion,

or about 9% of general fund appropriations. In fiscal 2017, the state estimates its portion of the contribution, when

funding at the actuarially determined rate, based on 2015 valuations, plus a $75 million annual contribution, would also

total about $1.5 billion. The total state pool actuarially determined contribution in fiscal 2017 would equal $1.76 billion,

down from the $2.19 billion reported ARC in fiscal 2014 due primarily to investment returns and previous pension

reforms. Also due to previous reforms, as well as strong investment returns, the combined pension funded ratios for

the state pool improved slightly in fiscal 2014 to 67.7% from 64.6% in fiscal 2013. With the implementation of new

GASB reporting standards and recognition of fair market value of assets, the state pool funded ratio is also likely to
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improve slightly in fiscal 2015. The state has not recently adhered to funding its pension contributions and has not

funded the ARC since 2003; however, 2015 legislation requires the state to consistently fund future state pension

contributions based on actuarially required contributions and adhere to the supplemental contributions and sweeper

provisions.

Based on the analytic factors evaluated for Maryland, on a scale of '1.0' (as the strongest) to '4.0' (as the weakest),

Standard & Poor's has assigned a composite score of '1.5' to the state. (For further information on the state's GO, see

the full analysis on Maryland, published Feb. 19, 2015, on RatingsDirect.)

Outlook

The stable outlook on Maryland reflects our view of the state's proactive midyear adjustments to align the budget with

slower-than-anticipated revenue growth and a fiscal 2016 budget that maintains current reserves and reduces reliance

on one-time measures for budgetary balance. Improved structural budget alignment and the pace of economic

recovery will remain important credit factors over the two-year outlook time horizon given Maryland's above-average

economic dependence on federal government employment and spending. Should economic and revenue trends fail to

meet budget expectations and the state fail to make proactive budget adjustments or rely significantly on reserves and

other one-time sources, we could lower the rating. Despite implementation of various reforms and some improvement

in funded ratios, the state's below-average pension funded ratios and annual contributions that have not met the ARC

also continue to represent downside risk to the rating. Failure by the state to demonstrate consistent funding discipline

in the future by adhering to actuarially required contributions and supplemental contributions as required by 2015

legislation could pressure the rating.
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Ratings Detail (As Of July 7, 2015)

Maryland go bnds state & local Facs loan (Tax-exempt Bonds (competitive)) ser 2015A due 03/01/2030

Long Term Rating AAA/Stable Affirmed

Maryland go bnds st & local facs loan of 2014 2nd ser B tax-ex bnds due 08/01/2029

Long Term Rating AAA/Stable Affirmed
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Ratings Detail (As Of July 7, 2015) (cont.)

Maryland go rfdg bnds st & local facs loan of 2014 2nd ser C tax-ex bnds due 08/01/2023

Long Term Rating AAA/Stable Affirmed

Maryland COPs

Long Term Rating AA+/Stable Affirmed

Maryland Econ Dev Corp ser 2011

Long Term Rating AA+/Stable Affirmed

Maryland Econ Dev Corp (Hilton St Fac) ser 2003 A&B

Long Term Rating AA+/Stable Affirmed

Maryland Econ Dev Corp (Maryland Aviation Admin Fac) ser 2012

Long Term Rating AA+/Stable Affirmed

Maryland Stad Auth lease rev rfdg bnds (Montgomery County Conf Ctr Proj)

Long Term Rating AA+/Stable Affirmed

Maryland Stad Auth taxable lse rev rfdg bnds (Hippodrome Performing Arts Center)

Long Term Rating AA+/Stable Affirmed

Maryland Dept of Transp certs of part (Maryland Port Admin Fac Proj) ser 2006

Unenhanced Rating AA+(SPUR)/Stable Affirmed

Maryland Transp Auth (Calvert St Pkg Garage Proj)

Unenhanced Rating AA+(SPUR)/Stable Affirmed

Maryland Dept of Transp, Maryland

Maryland

Maryland Dept of Transp proj certs of part rfdg (Maryland Aviation Admin Fac)

Long Term Rating AA+/Stable Affirmed

Maryland Dept of Transp proj certs of part rfdg (Maryland Transit Admin Proj)

Long Term Rating AA+/Stable Affirmed

Maryland Dept of Transp (Baltimore/WA Intl Arpt Shuttle Bus Fleet Acquis)

Long Term Rating AA+/Stable Affirmed

Maryland Econ Dev Corp, Maryland

Maryland

Maryland Econ Dev Corp (Maryland) lse rev (Maryland) (Mayland Dept Of Transp Headquarters Fac)

Long Term Rating AA+/Stable Affirmed

Maryland Stad Auth, Maryland

Maryland

Maryland Stad Auth (Maryland) sports facs lse rev rfdg bnds (ATM) (Baseball Stadium Issue)

Long Term Rating AA+/Stable Affirmed

Maryland Stad Auth (Maryland) taxable sports facs lse rev rfdg bnds (Baseball Stadium Issue)

Long Term Rating AA+/Stable Affirmed

Maryland Stad Auth (Maryland) (Camden Station Proj)

Long Term Rating AA+/Stable Affirmed

Maryland Stad Auth (Maryland) (Conference Ctr Facs)
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Ratings Detail (As Of July 7, 2015) (cont.)

Long Term Rating AA+/Stable Affirmed

Maryland Stad Auth (Maryland) (Football Stadium)

Long Term Rating AA+/A-1/Stable Affirmed

Many issues are enhanced by bond insurance.

Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings

affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use

the Ratings search box located in the left column.
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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P

reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,

www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitaliq.com

(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information

about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective

activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established

policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain

regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P

Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any

damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and

not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,

hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to

update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment

and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does

not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be

reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part

thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval

system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be

used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or

agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not

responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for

the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL

EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR

A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING

WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no

event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential

damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by

negligence) in connection with any use of the Content even if advised of the possibility of such damages.
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