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Municipal Ratings 

• Ratings opinions and analyses provide a common language for 
issuers and investors who are interested in the creditworthiness 
of issues or issuers.  Our ratings may be useful to investors as a 
second opinion as they decide which bonds  meet their 
individual risk tolerance and investment objectives.  

• Ratings are typically provided upon request. 
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Rating Scale – Investment Grade Categories  

 AAA 

AA 

A 

BBB 

With the exception of AAA, standing within these investment-
grade categories can be further denoted by a + or – 
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General Obligation Analysis 

• Key G.O. Ratings Factors: 

– Economy 

– Finances 

– Management 

– Debt 
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Economic Factors 

• Demographics 

• Income/Wealth 

• Property Valuation 

• Taxpayer Base 

• Employment 

• Enrollment  
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Financial  Factors 

Observing trends across multiple fiscal years  

• Year end Financial Position 

• Revenue trends and sources  

• Reserve Levels 

• Liquidity – cash assets  

• Investments 

• Pensions 

• Budgeting  
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Financial Management Assessment (aka FMA) 

• S&P’s analytical methodology that evaluates established and 
ongoing management practices and policies in the seven areas 
we see as most likely to affect credit quality.  

• The FMA measures the presence of policies and whether they 
are formalized.  
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Financial Management Assessment 

Strong, Good, Standard, Or Vulnerable Based On:  

• Revenue and expenditure assumptions 

• Budget amendments and updates 

• Long term financial planning 

• Long term capital planning 

• Investment management policies 

• Debt management policies 

• Reserve and liquidity policies 
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Structural Balance is Essential  

We define structural balance as: recurring revenues that match or 
exceed recurring expenditures  

• Do you look at historic trends and do you use outside sources 
of information to ensure your revenue and expense 
assumptions are sound?  

• Does your budget rely on non-recurring revenues or debt 
restructuring to achieve balance?  

• Is there implementation risk that could affect your budget 
outcome?  

• Are you deferring ongoing expenditures? 
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Prioritized Spending and Contingency Plans 

• We feel these are good risk management tools that foster 
financial agility   

• Allow governments to more easily adapt to changing revenue 
environments 

• Appear both on the spending and revenue sides  

• Should include various scenarios   
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Regular Budget Monitoring  

Helps identify budget weaknesses early on in the process and 
allows for a more proactive budget balancing response.   

Features:  

• Monthly or quarterly financial updates to the school board  

• Budget to actuals, budget variances, etc.   
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Long-term Financial Planning 

• A key feature of stable financial performance. The earlier 
weaknesses are identified, the more effective the budget 
balancing response can be.   

• Robust plans do not just straight-line revenues and 
expenditures.   

• Used as a decision-making tool at budget time and other points 
in the year  

• Updated at least annually, and include multiple 
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Strong Liquidity Management 

• Policies focus on cash flow management  

• Liquidity needs identified 

• Awareness of the weakest cash flow month 

• Also take into account exposure tied variable rate demand 
obligations  
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Reserve Policies  

Your policy should take into account:  

• Cash flow needs within the year 

• Volatility of revenues and expenditures on a year over year 
basis   

• Economic cycles 

• Susceptibility to natural disasters, where applicable  

• Is there a mechanism to replenish reserves, if you draw on 
them?  

• What actions are you taking to bring the budget back into 
structural balance?  

• How long will it take?  
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Debt Factors 

• Overall Debt Burden (Past, Present, Future) 

• Bond Retirement Schedule 

• Debt Service As A Fixed Cost 

• Debt Ratios 

• Future Capital Needs 

• Contingent Liabilities  
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Contingent Liabilities 

• Pension and other postemployment benefit obligations 

• Variable rate debt or swaps, with payment provisions that 
accelerate debt payment and/or liquidity needs  

• Other activities that are accounted for off-balance sheet, or 
outside the general fund  

Key considerations:  

• The size of the liabilities,  

• The potential funding challenges, and 

• Are there long-term plans that address them? 
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Debt Management Policies 

• These policies go beyond statutory debt limits 

• Take into account contingent liabilities   

• Include affordability measures that may limit annual debt service 
to a % of expenditures, debt per capita, or even to a tax rate  

• Establish criteria for how, when, and for what projects the issuer 
can issue debt 

• Address variable rate debt and swaps 
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Capital Improvement Planning 

• A multi-year plan addressing  ongoing maintenance as well as 
potential new facilities  

• Needs and priorities are updated annually, and costs are tied 
into the budget and long-term financial plans  

• Consists of a combination of pay-as-you-go financing and 
bonding   

• Revenue sources are identified throughout all years of the plan  
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Printed articles pertaining to this topic are available  
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