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The Value of Tax Exemption

Tax Exemption in All its “Munificence” Provides ~$550+ Billion of Benefit

» Total non-AMT debt outstanding: $3.1 trillion _ I
— Total estimated savings from tax exemption: $513 billion I

» Total AMT debt outstanding: $188 billion :
— Total estimated savings from tax exemption: $42 billion

Sum of Total Issuance
486

Powered by Bing
Notes and Assumptions ©® GeoNames, Microsoft, TomTom

Data per Bloomberg and Morgan Stanley Internal Data. State groupings based on primary tax-exempt state of the bond.
Savings based on adjusting the sum of estimated debt service (coupon) payments to effective maturity up by an assumed UST/MMD ratio of 0.75
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Negotiations on Tax Reform are in Process

Timeline for Negotiations Could Take Almost a Year, Similar to 2017's Tax Reform Timeline

President Trump and Republicans generally want to extend/potentially expand the 2017 Tax Cuts and Jobs Act (“TCJA”)

* In January, the House Budget Committee released a reconciliation “menu” of over 200 items that may be used to offset reduced

tax collections associated with the likely extension of the TCJA
* Within the document were a number of proposals that could impact the municipal bond market and its participants, including:
1. “Eliminate Exclusion of Interest on State and Local Bonds,” estimated at $250 billion in 10-year savings

2. “End Tax Preferences for Other Bonds,” including “private activity bonds, Build America bonds, and other non-

municipal bonds,” estimated at $114 billion in 10-year savings
3. “Eliminate Nonprofit Status for Hospitals,” estimated at $260 billion in 10-year savings
* The tax-exempt municipal market has lost something material in every major round of tax reform since the 1980s

* Tax reform took almost a year in 2017; timeline for negotiations are likely to be similar with a House majority of fewer seats this
year

Sources:

1. Morgan Stanley Research, “Munis on the Reconciliation ‘Menu

2. Morgan Stanley Research, “Taxable Muni Outlook: Scarcity in '25; Abundance in 262"
3. Morgan Stanley Research, “Day One: What to Watch For”
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Statistics on California Municipal CUSIPs
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The Muni Tax exemption provides $101.9BN in savings in California across 39 million
individuals, leading to $2,577 in savings per resident, or $7,371 in savings per household

84% of Outstanding Municipal Bonds in California Are

Tax-Exempt

Taxable,
16%

Tax-Exempt,
84%

Breakdown by Tax Status
Total Bonds ($BN)

Tax-Exempt $477.4
Taxable 93.0
Total $570.4

m Tax-Exempt
= Taxable

Benefits of Tax-Exemption Are Observed Across a

Diverse Group of Sectors in California
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Note: Housing breakdown: 81% multifamily, 3% single family, 16% other housing. Other sectors includes development, nursing homes, utilities, pollution, facilities, and student loans. Savings assumes
bonds are held to call and adjusted by current market ratios for California issued bonds. Source: Bloomberg as of March 11, 2025
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2017 Revisited: Acceleration of Tax-Exempt Financings

Following the Introduction of the Tax Cuts and Jobs Act to the House Floor, Primary Municipal Issuance
Rapidly Increased

Tax-Exempt Municipal Supply (August 2017 — January 2018) T —
ecember 22, :
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( ) November 2, 2017: TCJA Bill Passed by
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Source: Bloomberg, Matrix; Rates as of May 6, 2021 as of 11:00am EST
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Disclaimer

Morgan Stanley & Co. LLC (“Morgan Stanley”) is not recommending an action to you; (b) Morgan Stanley is not acting as an advisor to you and does not owe a fiduciary duty pursuant to Section 15B
of the Exchange Act to you with respect to the information and material contained in this communication; (c) Morgan Stanley is acting for its own interests; (d) you should discuss any information and
material contained in this communication with any and all internal or external advisors and experts that you deem appropriate before acting on this information or material; and (€) Morgan Stanley
seeks to serve as an underwriter on a future transaction and not as a financial advisor or municipal advisor. The information provided is for discussion purposes only in anticipation of being engaged
to serve as underwriter. The primary role of an underwriter is to purchase securities with a view to distribution in an arm’s-length commercial transaction with the issuer. The underwriter has financial
and other interests that differ from those of the issuer and obligated persons.

Any non-historical interest rates used herein are hypothetical and take into consideration conditions in today’s market and other factual information such as the issuer’s or obligated person’s credit
rating, geographic location and market sector. As such, these rates should not be viewed as rates that Morgan Stanley guarantees to achieve for the transaction should we be selected to act as
underwriter. Any information about interest rates and terms for SLGs is based on current publically available information and treasury or agency rates for open-market escrows are based on current
market interest rates for these types of credits and should not be seen as costs or rates that Morgan Stanley guarantees to achieve for the transaction should we be selected to act as underwriter.

We have prepared this document solely for informational purposes. You should not definitively rely upon it or use it to form the definitive basis for any decision, contract, commitment or action
whatsoever, with respect to any proposed transaction or otherwise. You and your directors, officers, employees, agents and affiliates must hold this document and any oral information provided in
connection with this document in strict confidence and may not communicate, reproduce, distribute or disclose it to any other person, or refer to it publicly, in whole or in part at any time except with
our prior written consent. If you are not the intended recipient of this document, please delete and destroy all copies immediately.

We have prepared this document and the analyses contained in it based, in part, on certain assumptions and information obtained by us from the recipient, its directors, officers, employees, agents,
affiliates and/or from other sources. Our use of such assumptions and information does not imply that we have independently verified or necessarily agree with any of such assumptions or
information, and we have assumed and relied upon the accuracy and completeness of such assumptions and information for purposes of this document. Neither we nor any of our affiliates, or our or
their respective officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy or completeness of the information contained in this document or
any oral information provided in connection herewith, or any data it generates and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or otherwise) in relation to
any of such information. We and our affiliates and our and their respective officers, employees and agents expressly disclaim any and all liability which may be based on this document and any errors
therein or omissions therefrom. Neither we nor any of our affiliates, or our or their respective officers, employees or agents, make any representation or warranty, express or implied, that any
transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates,
prospects or returns, if any. Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions prevailing as of the date of this document
and are therefore subject to change. We undertake no obligation or responsibility to update any of the information contained in this document. Past performance does not guarantee or predict future
performance.

This document and the information contained herein do not constitute an offer to sell or the solicitation of an offer to buy any security, commodity or instrument or related derivative, nor do they
constitute an offer or commitment to lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor or in any other capacity with respect to any transaction, or commit
capital, or to participate in any trading strategies, and do not constitute legal, regulatory, accounting or tax advice to the recipient. We recommend that the recipient seek independent third party legal,
regulatory, accounting and tax advice regarding the contents of this document. This document does not constitute and should not be considered as any form of financial opinion or recommendation
by us or any of our affiliates. This document is not a research report and was not prepared by the research department of Morgan Stanley or any of its affiliates.

Notwithstanding anything herein to the contrary, each recipient hereof (and their employees, representatives, and other agents) may disclose to any and all persons, without limitation of any kind
from the commencement of discussions, the U.S. federal and state income tax treatment and tax structure of the proposed transaction and all materials of any kind (including opinions or other tax
analyses) that are provided relating to the tax treatment and tax structure. For this purpose, "tax structure" is limited to facts relevant to the U.S. federal and state income tax treatment of the
proposed transaction and does not include information relating to the identity of the parties, their affiliates, agents or advisors.

This document is provided by Morgan Stanley & Co. LLC and/or certain of its affiliates or other applicable entities, which may include Morgan Stanley Realty Incorporated, Morgan Stanley Senior
Funding, Inc., Morgan Stanley Bank, N.A., Morgan Stanley & Co. International plc, Morgan Stanley Securities Limited, Morgan Stanley Bank AG, Morgan Stanley MUFG Securities Co., Ltd.,
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., Morgan Stanley Asia Limited, Morgan Stanley Australia Securities Limited, Morgan Stanley Australia Limited, Morgan Stanley Asia (Singapore)
Pte., Morgan Stanley Services Limited, Morgan Stanley & Co. International plc Seoul Branch and/or Morgan Stanley Canada Limited Unless governing law permits otherwise, you must contact an
authorized Morgan Stanley entity in your jurisdiction regarding this document or any of the information contained herein.

© Morgan Stanley and/or certain of its affiliates. All rights reserved.
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