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Rating methodologies



4

Rating methodologies provide consistency and 
transparency to credit risk assessment

+ =

Issuer Rating
Instrument 

Considerations
Instrument Rating

Fundamental credit quality Evaluation of debt 

instrument characteristics

Placed in relation to the 

issuer rating

Sector based methodologies that provide for the assignment of Issuer Ratings and Instrument Ratings



5

US cities & 
counties 
methodology

• Methodology includes primary rating 

factors for assessing the fundamental 

credit quality of a city or county. 

• The methodology then provides for 

instrument considerations to assign 

an instrument rating based on the 

security pledge on the bonds. For 

example: 

• GO

• Lease appropriation

• Special tax



Sample City and County Methodology Scorecard
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General approach for assigning instrument ratings
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Instrument 

considerations for 

special tax pledges

• The special tax rating is notched 

off of the Issuer Rating based on 

the instrument considerations:

• security features

• active or passive

• characteristics of revenue 

base

• debt service coverage

• other factors
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Environmental, Social and 

Governance risks (ESG)



E, S and G Issuer Profile Scoring Scale

Assessed on a five-point scale from positive to negative exposure 

Score Definition

VERY HIGHLY 

NEGATIVE

MODERATELY  
NEGATIVE

NEUTRAL-
TO-LOW

POSITIVE

HIGHLY  
NEGATIVE

E-1
S-1
G-1

E-2
S-2
G-2

E-3
S-3
G-3

E-4
S-4
G-4

E-5
S-5
G-5

Issuers or transactions with a Positive E or S issuer profile score typically have exposures to E or S issues that carry material credit benefits.

For G, issuers or transactions typically have exposure to G considerations that, in the context of their sector, positions them strongly, with material credit benefits.

Issuers or transactions with a Neutral-to-Low E or S issuer profile score typically have exposures to E or S issues that are not material in differentiating credit quality. In 
other words, they could be overall slightly credit-positive, credit-neutral, or slightly credit-negative. An issuer or transaction may have a Neutral-to-Low score because the 
exposure is not material or because there are mitigants specifically related to any E or S risks that are sufficient to offset those risks.

Issuers or transactions with a Neutral-to-Low G issuer profile score typically have exposure to G considerations that, in the context of their sector, positions them as 
average, and the exposure is overall neither credit-positive nor negative.

Issuers or transactions with a Moderately Negative E or S issuer profile score typically have exposures to E or S issues that carry moderately negative credit risks. These 
issuers may demonstrate some mitigants specifically related to the identified E or S risks, but they are not sufficiently material to fully offset the risks. 

Issuers or transactions with a Moderately Negative G issuer profile score typically have exposure to G considerations that, in the context of the sector, positions them 
below average and the exposure carries overall moderately negative credit risks.

Issuers or transactions with a Highly Negative E or S issuer profile score typically have exposures to E or S issues that carry high credit risks. These issuers may 
demonstrate some mitigants specifically tied to the E or S risks identified, but they generally have limited effect on the risks. 

Issuers or transactions with a Highly Negative G issuer profile score typically have exposure to G considerations that, in the context of their sector, positions them weakly 
and the exposure carries overall highly negative credit risks.

Issuers or transactions with a Very Highly Negative E or S issuer profile score typically have exposures to E or S issues that carry very high credit risks. While these issuers 
or transactions may demonstrate some mitigants specifically related to the identified E or S risks, they are not meaningful relative to the magnitude of the risks. 

Issuers or transactions with a Very Highly Negative G issuer profile score typically have exposure to G considerations that, in the context of their sector, positions them 
very poorly and the exposure carries overall very high credit risks.



ESG Credit Impact Score (CIS) Scale

VERY HIGHLY 

NEGATIVE

MODERATELY  
NEGATIVE

NEUTRAL-
TO-LOW

POSITIVE

HIGHLY  
NEGATIVE

CIS-1

CIS-2

CIS-3

CIS-4

CIS-5

For an issuer scored CIS-1 (Positive), its ESG attributes are overall considered as having a positive impact 

on the rating. The overall positive influence from its ESG attributes on the rating is material.

For an issuer scored CIS-2 (Neutral-to-Low), its ESG attributes are overall considered as having a neutral-

to-low impact on the current rating; i.e., the overall influence of these attributes on the rating is non-

material.

For an issuer scored CIS-3 (Moderately Negative), its ESG attributes are overall considered as having a 

limited impact on the current rating, with greater potential for future negative impact over time. The negative 

influence of the overall ESG attributes on the rating is more pronounced compared to an issuer scored CIS-2.

For an issuer scored CIS-4 (Highly Negative), its ESG attributes are overall considered as having a 

discernible negative impact on the current rating. The negative influence of the overall ESG attributes on 

the rating is more pronounced compared to an issuer scored CIS-3.

For an issuer scored CIS-5 (Very Highly Negative), its ESG attributes are overall considered as having a 

very high negative impact on the current rating. The negative influence of the overall ESG attributes on the 

rating is more pronounced compared to an issuer scored CIS-4.

Score Definition
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ESG tightly woven into cities credit analysis

Environmental factors, especially physical 
climate exposures, can impact economic 
growth metrics. Similarly, investment in 
adaptation impacts leverage metrics

Social factors such as demographics, 
income levels and ageing influence the 
economy, can impact financial performance 
and sway leverage metrics relative to 
revenue trends

Governance heavily influences how 
governments operate, especially their 
finances and approaches to debt, pensions 
and other leverage metrics

Rating Factor Rating 
Subfactor

Environmental Social Governance

Economy

Resident Income

Full Value per 
Capita

Economic 
Growth

Financial 
Performance

Available Fund 
Balance

Liquidity

Institutional 
Framework/
Governance

Leverage

Long-term 
Liabilities

Fixed Costs

US Cities & Counties Scorecard
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Broader credit trends
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The rapidly evolving federal policy environment is 
mostly negative for US public finance
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Medicaid will strain the fastest aging states

0%
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Wyoming Florida New Mexico Maine Arizona Delaware Vermont New
Hampshire

Hawaii Idaho

2024 2034 2044 2054

Top 10 states by forecast share of 65+ state population, by decade

Source: Census Bureau and Moody’s Ratings



The frequency of billion-dollar flooding, severe storms 
and tropical cyclone events is increasing

Source: National Centers for Environmental Information and Moody’s Ratings
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Migration shifts 
will shape credit 
trajectory of US 
Public Finance

Attracting international and domestic 

migrants will become increasingly 

important in curbing declines in 

working-age population throughout the 

US.

For many public finance issuers, an 

area’s working-age population 

trajectory influences revenue 

performance, economic 

competitiveness, labor availability and 

operating costs.
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Housing challenges have “moved” to more states

Sources: National Association of Realtors, Moody's 

Analytics and Moody's Ratings

Housing affordability index

18

State level housing affordability index estimated by Moody's; an index of 100 means a family with state level 

median income has exactly enough income to afford a new mortgage on a median-priced home in that state.



State reserves below pandemic peaks, but still 
historically high

Source: National Association of State Budget Officers

State and Local Government Roundtable - May 2025 19
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City reserves remain strong



Thank you
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Medicaid Cuts

Most impactful to states and 

NFP hospitals, but will have a 

broad reach

New Budget Legislation

Uncertainty is over, but 

implementation likely to bring 

new challenges

Tariffs

Ongoing uncertainty not 

affecting most PF issuers, but 

related economic impacts will

Policy Shifts

Changes to federal policy 

likely to reverberate at the 

state and local level

Ongoing Climate Hazards

Extreme weather continues 

to inflict uncertainty and 

economic harm

Wildcards

• Depth

• Duration

• Distractions
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by providing a single scored framework 
for U.S. governments, including states, 
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Enhance global comparability

across state, local, and regional 
governments globally

Improve consistency and 
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of ratings across different U.S. 
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We determine the issuer 
credit rating (ICR) by:

1. Assessing the Institutional 
Framework (IF)

2. Establishing the individual 
credit profile (ICP)

3. Combining IF and the ICP to 
establish the anchor

4. When relevant, adjusting the 
anchor for credit-specific 
modifiers 
and caps

5. When relevant, applying our 
methodology 
for rating U.S. governments 
above the sovereign
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The Analytical Framework
Framework for ratings U.S. governments

 nchor
Stand  alone 
credit  rofile

 S  P 

Issuer 
credit 
rating

 ndividua   redit  ro i e      

 cono                                      

 olistic anal sis  

 hen relevant 

 not sub ect  to 

ca s 

 odifie rs and 

ca s   hen 

relevant

   lication of 

rating ab ove the 

sovereign   hen 

relevant

   lication of 

issue cr iteria  

 hen relevant

Institutional  f ra e or 

Financial  erfor ance          

Reserves and li uidit             

 anage ent                             

Debt and liabilities                  

5

4

3

2

1

4

2

1

5

3



No content below the lineNo content below the line

Default Footer text on all slides is “S&P Global Ratings” – to change / remove use Insert Tab  Header & Footer Enter / change text  Click Apply All. Always copy slides into a new presentation using Paste Options / Paste  Special  Use Destination Theme

When adding colors, 
don’t use the variants 
or the Standard Colors 
of the Theme Colors. 

Only use the Data 
Visualization colors for 
charts. 

Data Visualization 
colors in correct 
order. 

Primary Brand Colors

Lighter / Darker 
versions for Data 
Visualizations only. 

Do not use 

these variants!

1 32 4 5 6 7 8 9 10

The ability of a 
government to forecast 
its revenues and 
expenditures

Predictability (25%)

The ability of a government 
to finance the services it 
provides, and the degree of 
ongoing and exceptional 
support from a higher-level 
government

Transparency and 
accountability (25%)

The comparability of a 
government's relevant 
financial information

Revenue/expenditure balance 
and system support (50%)

• The IF is the set of formal rules and laws, 
practices, customs, and precedents 
that shape the environment in which 
governments operate.

• We assess the IF by state and 
government type (i.e., states, counties, 
municipalities, schools).

• When the legal or practical environment 
for a specific local government differs 
from the norm in its state (portfolio 
assessment), we will assess accordingly.

Institutional Framework 
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Framework For Establishing The 
Individual Credit Profile (ICP)

GSP--Gross state product. GCP--Gross county product. PCPI--Per capita personal income.
Final factor assessments

Step 1: Establish initial assessment

Step 2: Apply qualitative adjustments
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Modifiers, Caps, And Holistic Analysis

• Once we determine the anchor, the next step 
is to apply any relevant modifiers and caps.

• Individual modifiers typically improve or 
worsen the anchor by only one level, but for 
certain modifiers, analysts have more 
flexibility.

• The final step in the determination of the 
rating is consideration of a holistic 
adjustment. The holistic analysis is meant to 
capture credit nuances not already factored 
into the anchor.

Factors that generally worsen or improve the anchor No. of notches

For local governments, effective buying income is generally greater than 150% of the U.S. Improve by 1

For local governments, small population of less than 5,000 without an offsetting economic strength Worsen by 1

A management assessment of '5' or worse
Worsen by 

1 or more

An excessive debt or liability burden relative to its economic base or operations
Worsen by 

1 or more

Risk of materialization of large contingent liabilities not reflected in financial information
Worsen by 

1 or more

Rapidly rising or unexpected risks
Worsen by 

1 or more

Factors that generally cap the SACP Category capped at

Management assessment of '6' ‘bbb’

Management demonstrates a current lack of willingness to pay annual appropriation debt, or support a moral 
obligation pledge in full or on a timely basis ‘bbb’

Management and reserves and liquidity assessments of '6' ‘bb’

There is a perceived change in the willingness to honor unconditional or guarantee debt in full or on a timely 
basis, or we believe the organization may be actively considering a bankruptcy or receivership filing ‘b’
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* There is no change to our existing criteria approach to

• “Ratings Above The Sovereign--Corporate And Government Ratings: Methodology 
And Assumptions,”

• “Issue Credit Ratings Linked To U.S. Public Finance Obligors’ Creditworthiness,” and 

• “Priority-Lien Tax Revenue Debt,” which remain unchanged.
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U.S. Public Finance I What to Watch: Tariffs and Federal Policy Shifts

First 100 Days Recap: What We’re Watching For U.S. 
Public Finance Sectors, April 30, 2025

https://www.spglobal.com/ratings/en/regulatory/article/first-100-days-recap-what-were-watching-for-us-public-finance-sectors-s13480483
https://www.spglobal.com/ratings/en/regulatory/article/first-100-days-recap-what-were-watching-for-us-public-finance-sectors-s13480483
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U.S. Public Finance I New Tax and Spending Bill

o Less near-term impact on ratings than 

earlier proposals, but longer-term 

implications for credit quality. Stability 

could materialize as implementation 

occurs.

o U.S. states and not-for-profit health care 

providers are affected by new Medicaid 

stipulations . This could create financial 

pressure for issuers over the longer term.

o Modifications to some federal income tax 

provisions could benefit individuals in 

states with high tax burdens and 

potentially support employees in some 

industries.

Key TakeawaysState and Local Government Spending on a Downward Trend

The Tax Bill Comes Due: Near-Term Risks Are Low, Long-Term 
Pressures Rising For U.S. Public Finance Entities, July 7, 2025

https://www.spglobal.com/ratings/en/regulatory/article/the-tax-bill-comes-due-near-term-risks-are-low-long-term-pressures-rising-for-us-public-finance-entities-s101633427
https://www.spglobal.com/ratings/en/regulatory/article/the-tax-bill-comes-due-near-term-risks-are-low-long-term-pressures-rising-for-us-public-finance-entities-s101633427
https://www.spglobal.com/ratings/en/regulatory/article/the-tax-bill-comes-due-near-term-risks-are-low-long-term-pressures-rising-for-us-public-finance-entities-s101633427
https://www.spglobal.com/ratings/en/regulatory/article/the-tax-bill-comes-due-near-term-risks-are-low-long-term-pressures-rising-for-us-public-finance-entities-s101633427
https://www.spglobal.com/ratings/en/regulatory/article/the-tax-bill-comes-due-near-term-risks-are-low-long-term-pressures-rising-for-us-public-finance-entities-s101633427
https://www.spglobal.com/ratings/en/regulatory/article/the-tax-bill-comes-due-near-term-risks-are-low-long-term-pressures-rising-for-us-public-finance-entities-s101633427
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Federal Disaster Relief Funding Proposals Could Elevate 
Credit Risks For U.S. Governments, June 3, 2025

U.S. Public Finance I Federal Disaster Relief Funding Proposals Raise Risks

o FEMA has historically provided reliable funding 

to support recovery and rebuilding efforts 

after an event.

o States and local governments could bear a 

higher share of the funding responsibility for 

recovery if changes come to fruition.

o S&P Global Ratings believes that less FEMA 

assistance could lead to lasting financial and 

credit pressure for states and local 

governments, particularly if they are unable to 

adapt to policy or financial shifts in a timely 

manner.

Key TakeawaysFEMA Plays a Critical Role in Disaster Response 

https://www.spglobal.com/ratings/en/regulatory/article/federal-disaster-relief-funding-proposals-could-elevate-credit-risks-for-us-governments-s13500779
https://www.spglobal.com/ratings/en/regulatory/article/federal-disaster-relief-funding-proposals-could-elevate-credit-risks-for-us-governments-s13500779


Data Visualization 
colors in correct 
order. 

Primary Brand Colors

Lighter / Darker 
versions for Data 
Visualizations only. 

Do not use 

these variants!

1 32 4 5 6 7 8 9 10

Default Footer text on all slides is “S&P Global Ratings” – to change / remove use Insert Tab  Header & Footer Enter / change text  Click Apply All. Always copy slides into a new presentation using Paste Options / Paste  Special  Use Destination Theme

When adding colors, 
don’t use the variants 
or the Standard Colors 
of the Theme Colors. 

Only use the Data 
Visualization colors for 
charts. 

Credit Issues That Matter: 
How Issuers Respond to Challenges is Critical
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U.S. Public Finance I Top 10 Credit Characteristics of Highly Rated Issuers

Focus on structural balance

Strong liquidity management

Regular economic and revenue updates to identify shortfalls early

An established rainy day/budget stabilization reserve

Prioritized spending plans and established contingency plans

Strong long term and contingent liability management

Comprehensive multi-year financial planning

Formal debt management policy

Capital planning process, including risk mitigation

Well defined and coordinated economic development strategy 
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U.S. Public Finance I Policy Uncertainty

Questions about POLICY UNCERTAINTY might include

What flexibility is available to raise 
revenue to offset reductions in state 

or federal funding?

Does the financial plan include out-
year gaps from reductions in grants or 

federal revenues?

How would the 
management team 

prioritize current year 
expenditure 
reductions, if 

necessary?

Are financial 
contingencies included 

in the current year 
budget to offset grant 

or federal revenue 
reductions? Are any capital 

projects underway that 
rely on grant or federal 

funds? What 
alternatives are 

available to cover 
completion costs? 

Policy icon

debt icon

enterprise value icon

https://thenounproject.com/icon/policy-6924531/
https://thenounproject.com/icon/debt-7885087/
https://thenounproject.com/icon/enterprise-value-7462707/
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U.S. Public Finance I Disaster Response and Preparedness 

Questions about DISASTER RESPONSE and PREPAREDNESS might include

Do you expect there will be any 
significant disruptions to major 

revenue sources? 

What is your next debt service due 
date, and can you confirm steps are in 

place to make the payment?

What types of 
advanced planning do 
you have in place to 

respond to disasters? 
Were the plans 

activated?

How will you manage 
the day-to-day needs 

of the community until 
state or federal 
support arrives?

Were your utilities or 
other major 

infrastructure 
impacted more 

severely? If so, how is 
that affecting your 

operations?

Policy icon

debt icon

enterprise value icon

https://thenounproject.com/icon/policy-6924531/
https://thenounproject.com/icon/debt-7885087/
https://thenounproject.com/icon/enterprise-value-7462707/
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using the chat function!

Audience Questions



CDFA Advocacy Briefing – First Look at Opportunity Zones 2.0
July 18 // 2:00 – 3:00 PM Eastern

CDFA Summer Institute
Aug 4-8 // 11:00 AM – 5:00 PM Eastern

• Fundamentals of Economic Development Finance Course
• Intro Bond Finance Course
• Intro Revolving Loan Fund Course
• Intro Tax Increment Finance Course
• Intro Tax Credit Finance Course

CDFA // BNY Development Finance Webcast Series: Manufacturing Expansion 
with Industrial Development Bonds
Aug 19 // 2:00 – 3:00 PM Eastern

CDFA National Development Finance Summit
San Juan, Puerto Rico
October 8-10

Upcoming Events at CDFA

CDFA TRAINING INSTITUTE

We offer 20+ courses in development
finance designed for all skill levels.

Learn more and register today at
www.cdfa.net



Troy Pitman
BNY
Senior Vice President, Relationship Management
303-513-3448
troy.pitman@bny.com

Contact Us

Katie Moriarty
Council of Development Finance Agencies
Director, Knowledge & Networks Division
614-705-1314
kmoriarty@cdfa.net

The material contained herein is for informational purposes only. The content of this is not intended to provide 
authoritative financial, legal, regulatory or other professional advice. The Bank of New York Mellon Corporation and 
any of its subsidiaries makes no express or implied warranty regarding such material, and hereby expressly disclaims 
all legal liability and responsibility to persons or entities that use this report based on their reliance of the information 
in such report. The presentation of this material neither constitutes an offer to sell nor a solicitation of an offer to buy 
any securities described herein.
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