




 

 

NR Indicated that Fitch does not rate the specific issue. 
 

Description of Taxable Commercial Paper Ratings 
 
Moody’s - Moody’s commercial paper rating is an opinion of the ability of an issuer to repay punctually promissory 
obligations not having an original maturity in excess of nine months.  Moody’s has one rating - prime.  Every such 
prime rating means Moody’s believes that the commercial paper note will be redeemed as agreed.  Within this single 
rating category are the following classifications: 
 

Prime - 1 Highest Quality 
Prime - 2 Higher Quality 
Prime - 3 High Quality 

 
The criteria used by Moody’s for rating a commercial paper issuer under this graded system include, but are not 
limited to the following factors: 
 
(1) evaluation of the management of the issuer; 
(2) economic evaluation of the issuer’s industry or industries and an appraisal of speculative type risks which 

may be inherent in certain areas; 
(3) evaluation of the issuer’s products in relation to competition and customer acceptance; 
(4) liquidity; 
(5) amount and quality of long-term debt; 
(6) trend of earnings over a period of ten years; 
(7) financial strength of a parent company and relationships which exist with the issuer; and 
(8) recognition by the management of obligations which may be present or may arise as a result of public 

interest questions and preparations to meet such obligations. 
 
S&P® - Standard & Poor’s commercial paper rating is a current assessment of the likelihood of timely repayment of 
debt having an original maturity of no more than 270 days.  Ratings are graded into four categories, ranging from 
“A” for the highest quality obligations to “D” for the lowest.  The four categories are as follows: 
 

“A” - Issues assigned this highest rating are regarded as having the greatest capacity for timely 
payment. Issues in this category are further refined with the designations 1, 2, and 3 to indicate 
the relative degree of safety. 

 
“A-1” - This designation indicates that the degree of safety regarding timely payment is very strong. 
 
“A-2” -  Capacity for timely payment on issues with this designation is strong.  However, the relative 

degree of safety is not as overwhelming. 
 
“A-3” -  Issues carrying this designation have a satisfactory capacity for timely payment.  They are, 

however, somewhat more vulnerable to the adverse effects of changes in circumstances than 
obligations carrying the higher designations. 

 
“B” -  Issues rated “B” are regarded as having only an adequate capacity for timely payment.  

Furthermore, such capacity may be damaged by changing conditions or short-term adversities. 
 
“C” - This rating is assigned to short-term debt obligations with a doubtful capacity for payment. 
 
“D” - This rating indicates that the issuer is either in default or is expected to be in default upon 

maturity. 
 
Fitch: 

 
F1+ Exceptionally Strong Credit Quality.  Issues assigned this rating are regarded as having the 

strongest degree of assurance for payment. 



 

 

 
Fl Very Strong Credit Quality.  Issues assigned this rating reflect an assurance of timely payment 

only slightly less in degree than “F1+.” 
 

F2 Good Credit Quality.  Issues assigned this rating have a satisfactory degree of assurance for 
timely payment, but the margin of safety is not as great as for issues assigned “F I +” and “F I”.  

 
F3 Fair Credit Quality.  Issues assigned this rating have characteristics suggesting that the degree of 

assurance of timely payment is adequate; however, near-term adverse changes could cause these 
securities to be rated below investment grade. 

 
FS Weak Credit Quality.  Issues assigned this rating have characteristics suggesting a minimal 

degree of assurance of timely payment and are vulnerable to near-term adverse changes in 
financial and economic conditions. 

 
D Default.  Issues assigned this rating have characteristics suggesting a minimal degree of 

assurance of timely payment and are vulnerable to near-term adverse changes in financial and 
economic conditions. 

 
LOC The symbol LOC indicated that the rating is based upon a letter of credit default issued by a 

commercial bank. 
 

MUNICIPAL SECURITIES RATINGS 
 
The ratings of bonds by Moody’s and Standard and Poor’s Corporation represent their opinions of quality of the 
municipal bonds they undertake to rate.  These ratings are general and are not absolute standards.  Consequently, 
municipal bonds with the same maturity, coupon and rating may have different yields, while municipal bonds of the 
same maturity and coupon with different ratings may have the same yield. 
 
Both Moody’s and S&P®’s Municipal Bond Ratings cover obligations of states and political subdivisions.  Ratings 
are assigned to general obligation and revenue bonds.  General obligation bonds are usually secured by all resources 
available to the municipality and the factors outlined in the rating definitions below are weighted in determining the 
rating.  Because revenue bonds in general are payable from specifically pledged revenues, the essential element in 
the security for a revenue bond is the quantity and quality of the pledged revenues available to pay debt service.   
 
Although an appraisal of most of the same factors that bear on the quality of general obligation bond credit is 
usually appropriate in the rating analysis of a revenue bond, other factors are important, including particularly the 
competitive position of the municipal enterprise under review and the basic security covenants.  Although a rating 
reflects S&P®’s judgment as to the issuer’s capacity for the timely payment of debt service, in certain instances it 
may also reflect a mechanism or procedure for an assured and prompt cure of a default, should one occur, i.e., an 
insurance program, federal or state guaranty, or the automatic withholding and use of state aid to pay the defaulted 
debt service. 
 
S&P® Ratings: 
 
AAA Prime - These are obligations of the highest quality.  They have the strongest capacity for timely payment of 
debt service. 
 

General Obligation Bonds - In a period of economic stress, the issuers will suffer the smallest declines in 
income and will be least susceptible to autonomous decline.  Debt burden is moderate.  A strong revenue 
structure appears more than adequate to meet future expenditure requirements.  Quality of management 
appears superior. 

 
Revenue Bonds - Debt service coverage has been, and is expected to remain, substantial.  Stability of the 
pledged revenues is also exceptionally strong, due to the competitive position of the municipal enterprise or 
to the nature of the revenues.  Basic security provisions (including rate covenant, earnings test for issuance 



 

 

of additional bonds, debt service, reserve requirements) are rigorous.  There is evidence of superior 
management. 

 
AA - High Grade - The investment characteristics of general obligation and revenue bonds in this group are only 
slightly less marked than those of the prime quality issues.  Bonds rated “AA” have the second strongest capacity for 
payment of debt service. 
 
A - Good Grade - Principal and interest payments on bonds in this category are regarded as safe.  This rating 
describes the third strongest capacity for payment of debt service.  It differs from the two higher ratings because: 
 

General Obligation Bonds - There is some weakness, either in the local economic base, in debt burden, in 
the balance between revenues and expenditures, or in quality of management.  Under certain adverse 
circumstances, any one such weakness might impair the ability of the issuer to meet debt obligations at 
some future date. 

 
Revenue Bonds - Debt service coverage is good, but not exceptional.  Stability of the pledged revenues 
could show some variations because of increased competition or economic influences on revenues.  Basic 
security provisions, while satisfactory, are less stringent.  Management performance appears adequate. 

 
Moody’s Ratings of Municipal Bonds: 
 

Aaa - Bonds which are rated Aaa are judged to be of the best quality.  These securities carry the smallest 
degree of investment risk and are generally referred to as “gilt-edge.” Interest payments are protected by a 
large, or by an exceptionally stable margin, and principal is secure.  While the various protective elements 
are likely to change, such changes as can be visualized are most unlikely to impair the fundamentally 
strong position of such issues. 

 
Aa - Bonds which are rated Aa are judged to be of high quality by all standards.  They are rated lower than 
the best bonds because margins of protection may not be as large as in Aaa securities, fluctuation of 
protective elements may be of greater amplitude, or there may be other elements present which make the 
long-term risks appear somewhat greater. 

 
A - Bonds which are rated A possess many favorable investment attributes and are to be considered as 
upper medium grade obligations.  Factors giving security to principal and interest are considered adequate, 
but elements may be present which suggest a susceptibility to impairment sometime in the future. 

 
Moody’s Ratings of Municipal Notes: 
 

MIG 1:  The best quality, enjoying strong protection from established cash flows of funds for their 
servicing or from established and broad based access to the market for refinancing, or both. 

 
MIG 2:  High quality, with margins of protection ample, although not so large as in the preceding group. 

 
MIG 3:  Favorable quality, with all security elements accounted for, but lacking the undeniable strength of 
the preceding grades.  Market access for refinancing, in particular, is likely to be less well established. 




