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Who are the rating agencies?
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What are the Moody’s and S&P ratings?
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What are the ratings in Massachusetts?
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S&P criteria
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The agreement --
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In summary, the issues --

Government / legal structure
Economy / socio-economic factors
Finances / financial performance
Debt and contingent liabilities
Management
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The participants --

The Treasurer
The Town Manager / Town

Administrator / City Manager
The Town Accountant / City Auditor
Your Financial Advisor
Your Assessor
Your Planner or Development Officer
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My agendas …



Their list of issues …
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The opening statement
• Your rating expectation

• Accentuate the positive

• Preempt the discussion of the negative

So… yes, make an opening statement if
• A rating change or addition of an outlook is 

possible

• There is something negative that warrants an 
explanation
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The economy
• Anything noteworthy happening

• Firms moving in / moving out

• Firms with significant changes in personnel

• Activity in the residential market

Leading to

• Changes in assessed valuation

• Market stabilization

• New growth in recap
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Financials – last year, this year, next year

End of year position / projected change in fund balance
Over-expended budgets / revenue deficits
One-time revenues / one time expenditures
Changes in service / changes in workforce
Pay-as-you-go capital 
Interfund transfers
Use of reserves
Your enterprises
Noticeable trends
Budget drivers / budget stresses
Difficulties in balancing the budget
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Your audit
• Understand it well enough to be able to 

comfortably move between audit numbers and 
your numbers

• The balance sheet / the statement of revenues, 
expenditures and changes in fund balance

• The fund balance table

• The interfund transfers table

Also the recap and the Schedule A 
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Financial performance
• Operating surpluses / adding to fund balance

• A structurally balanced budget

Financial flexibility
• Sufficient reserves

• The ability to respond to the unexpected

• Liquidity
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… and, by the way
• You should plan on your audit being complete 

and available to the public by March 1

• You should promptly (immediately) forward it 
to your F/A for filing on EMMA

• And, no, unless absolutely necessary, your 
auditor should not attend the rating review call 
or meeting
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Debt and contingent liabilities
• The amount of debt and/or debt service is 

generally not an issue

• The benefit of Proposition 2½ debt exclusions

• Your pension liability 

• OPEB
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Management issues
• The “big picture”

• Where we are going …

• Management initiatives

The prerequisites to a good management discussion

• Capital improvement program

• Five year revenue and expenditure projections

• Financial policies
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Be prepared to provide –
• Your CIP

• Your projections

• Your financial policies

• Your year to date budget vs. actual report

• OPEB valuation

• Also, a good land use map or zoning map

And if you say “we have …”, then expect them to 
say “please send it along …”
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List of policies
• Reserve

• Debt management

• Debt service

• Capital planning

• Revenue and expenditure projections

• Financial performance review

• OPEB

• Investment / review of investments

• Post-issuance Compliance
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… and the “what???” questions …
• Direct bank loans

• Variable rate debt

• Derivatives
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What about reserves?
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Prepare – but be confident

• You only need to be nervous if you haven’t 
ever done this before or if you have a really 
bad story to tell.

• You do know your community.

• And with an unexpected question, you can 
always say you will check and get back to 
them.
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Questions, comments, discussion …


