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Agenda

• Provide snapshot of Massachusetts Local Ratings

• Discuss risks, opportunities and uncertainties for Massachusetts local 
governments

• Talk about what municipalities can do can do to mitigate credit 
deterioration with a focus on strong financial management policies
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S&P Global Ratings Distribution for New England Locals
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Credit Ratings throughout New England remain strong and high investment 
grade

Mass
New 

England

Broader 
USPF Tax 
Secured

AAA 29% 27% 6%
AA 67% 67% 42%
A 4% 5% 47%

BBB 0% 1% 5%
NIG 0% 0.30% 0.50%



Recent Ratings Trends for Massachusetts municipalities

• Municipal credit quality remains stable with the exception of a few 
pockets of municipal distress

• Falling reserves caused by budgetary misalignment due to rising fixed 
obligations, and limits to revenue generation have been key rating factors 
in the downgrades

• Lack of prudent budgetary planning and monitoring between municipal 
officials and board of education has also led to some credit deterioration

• Extraordinary support from the state government in the form of fiscal 
oversight to emergency loans and liquidity assistance has helped in 
credit stability  
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Medians & Means
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What are some Economic trends affecting 
Massachusetts?



New England Unemployment tracks to the nation 
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Economy: Real GDP growth trends vary between states
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Economy: Real GDP growth among the ten largest MSA’s
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What are risks, opportunities, and 
uncertainties going forward?



Risks

• Budgetary pressures caused by legal or practical limitations on local 
source revenue generation will be an ongoing theme

• Potential for flat state-shared revenues as state’s manage their own 
challenges is the new reality

• Pension and OPEB funding challenges will persist for some time
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S&P Global: Risks, Opportunities, And 
Uncertainties



Opportunities

• Potential for economic growth following the tax overhaul bill enacted in 
December 2017 should cater to new tax base growth in the near-term

• Interest rate environment remains historically low

• Constituent support for bonding programs remains strong
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S&P Global: Risks, Opportunities, And 
Uncertainties



Uncertainties

• The impact of tax reform on local government operations as the changes 
take hold

• Ongoing potential threat from cyber security breaches

• Risks related to climate change and other episodic weather events
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S&P Global: Risks, Opportunities, And 
Uncertainties



What can I do to preserve my credit 
rating?
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Analytical Framework for Local GO Ratings



What is the Financial Management Assessment?
• S&P Global Ratings has established an analytical methodology that evaluates established 

and ongoing management practices and policies in the seven areas most likely to affect 
credit quality.

• This assessment is based primarily on the existence and implementation of management 
practices, and not necessarily the results achieved by such practices. 

• The purpose of the focus on policies and practices is to evaluate the potential for credit 
quality to move away from those currently indicated by results.

• What is not included in the Financial Management Assessment?
• The FMA is not an evaluation of the competency or aptitude of individual finance 

professionals; nor is it an evaluation of a finance department's ability to handle unique 
challenges. 

• The nature of the entity's governing body, the effectiveness of its governance practices, and 
issues of public policy pursued by the government are beyond the scope of this analysis.

Financial Management Assessment
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FMA focuses on policies and practices in the areas of:

1.Revenue and Expenditure Assumptions
2.Budget monitoring practices
3.Financial Forecasting
4.Capital Planning
5. Investment Management Policies
6.Debt Management Policies
7.Reserve and Liquidity Policies
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Financial Management Assessment
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Evaluating additional Management Risks

• Event Risk, how ably can management react to natural disasters
• Political Instability, Turnover or Gridlock
• Inability to execute approved structural reforms
• Management team lacks relevant management skills
• Timeliness of financial disclosure could alert to material negative financial 

restatements and/or Auditor’s ongoing concern
• Is Management actively considering bankruptcy, or are they unwilling to 

support capital lease or appropriation debt.
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FMA Distribution in Massachusetts



1. Focus on structural balance

2. Strong liquidity management

3. Regular monitoring of revenues and economic trends to identify shortfalls early

4. An established “rainy day”/budget stabilization reserves

5. Prioritized spending plans and established contingency plans for operating budgets

6. Strong long-term and contingent liability management, including pension, OPEB and other 

obligations and risks

7. A multiyear financial plan in place that considers the affordability of actions or plans before 

they are part of the annual budget

8. A formal debt management policy in place to evaluate future debt profile

9. A pay-as-you-go strategy as part of the operating and capital budgets

10. Well-defined and coordinated economic development strategies
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Top 10 Management Characteristics of Highly 
Rated Credits S&P has observed.



Thank you

Victor Medeiros

Director – Lead Analyst, Local Governments 

T: 617.530-8305

Victor.medeiros@spglobal.com



Copyright © 2016 by Standard & Poor’s Financial Services LLC. All rights reserved.

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.

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.

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. 

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 non-public information received in connection with each analytical process.

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 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.

Australia
Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services license number 337565 under the Corporations Act 2001. Standard & Poor’s credit ratings and 
related research are not intended for and must not be distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations 
Act). 

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

29


