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WHAT IS A CREDIT RATING? 

 

• A credit rating is an opinion about credit risk 

– Ability and willingness of an issuer to meet its financial 
obligations in full and on time 

– Likelihood of default 

 

• Helps investors determine whether to invest in a 
community college’s bond issue 

 

• Higher credit rating = lower cost of borrowing 
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CREDIT RATING SCALES 

Moody's S&P Fitch Kroll

Aaa AAA AAA AAA Extremely strong capacity to meet financial obligations.

Aa1 AA+ AA+ AA+

Aa2 AA AA AA Very strong capacity to meet obligations.

Aa3 AA- AA- AA-

A1 A+ A+ A+

A2 A A A Strong financial capacity but susceptible to adversity.

A3 A- A- A-

Baa1 BBB+ BBB+ BBB+

Baa2 BBB BBB BBB

Baa3 BBB- BBB- BBB-

Ba1 BB+ BB+ BB+

Ba2 BB BB BB Non-Investment Grade Speculative

Ba3 BB- BB- BB-

B1 B+ B+ B+

B2 B B B Highly Speculative

B3 B- B- B-

Caa CCC+ CCC+

Ca CCC CCC CCC Extremely Speculative

C CCC- CCC-

DDD CC

DD C

D D D Default

Adequate financial capacity but adverse conditions will 

lead to weakness.

Investment Grade

Non-Investment Grade



CREDIT ANALYSIS 

• Key variables in a municipal credit analysis* 

– Management (20%) 

– Local economy (30%) 

– Financial position (30%) 

– Direct and Overlapping Debt as well as pensions (20%) 

 

• These criteria are the main focus of both Moody’s 
and S&P; however, S&P has different criteria for 
cities and counties, which it will apply to 
community colleges and school districts at some 
point in the future 

*Weights are for Moody’s 
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• Moody’s and S&P have increased their focus on Illinois 
Community Colleges 

– 26 community colleges in the State carry a S&P Rating 

– Moody’s has a credit rating on 27 Illinois community colleges 

 

• A couple months ago Moody’s decided to review all of 
its community college ratings in Illinois 

 

 

 

RATING AGENCIES' FOCUS ON 
ILLINOIS COMMUNITY COLLEGES 
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MOODY’S RATING ACTION AS OF APRIL 22, 2016 

• Moody’s activity to date: 

Ratings affirmed:                          9 

Downgrades:                               11  (includes 2 former Aaa CCs) 

Ratings still under review:          7 

 

• Moody’s assigned negative outlooks on most of the 
ratings, as well 
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MOODY’S RATINGS FOR ILLINOIS 
COMMUNITY COLLEGES 

• Almost 15% of Moody’s IL CC credit ratings are Aaa 
• 59% of Moody’s IL CC credit ratings are in the Aa category 
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S&P RATINGS FOR ILLINOIS COMMUNITY COLLEGES 

• None of the IL CCs rated by S&P carry a AAA rating 
• 96% of S&P’s IL CC credit ratings are in the AA category 
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STATE REVENUE AS A PERCENTAGE OF OPERATING FUND 
(ED AND O&M) REVENUE                                                

FISCAL YEAR 2015 

AVERAGE:  
21% 
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OPERATING FUND BALANCE AS A % OF EXPENDITURES 
FISCAL YEAR 2015 

AVERAGE:  
38% 



*The Municipal Market Data “MMD” is a municipal bond market index produced by TM3. As of April 22, 2016. 
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CREDIT SPREADS 
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STANDARD & POOR’S ACTIVITY 

• S&P released a report regarding the IL CC market on 
April 4th 

• “Downward rating pressure is likely for community 
college districts with less than very strong reserves 
and revenue streams that are overly reliant on state 
revenue” 

• As of its report S&P had downgraded three IL CC 
ratings 
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WHERE ARE CREDIT RATINGS HEADED FOR IL CCS? 

• The “spark of hope” bill will provide short-term relief 

• Given the uncertainty regarding state funding for IL community 
colleges, rating pressure will continue  

• IL community colleges should focus on: 

– Maintaining fund balances 

– Aligning revenues and expenditures without state revenue 

• In its April 4th report S&P stated that it does not anticipate any 
rating upgrades until the state situation and funding 
environment stabilizes, which it does not expect over the next 
two years 



 The information contained herein is solely intended to suggest/discuss potentially applicable financing applications and is not intended to be a specific 

buy/sell recommendation, nor is it an official confirmation of terms. Any terms discussed herein are preliminary until confirmed in a definitive written 

agreement. 

  

 The analysis or information presented herein is based upon hypothetical projections and/or past performance that have certain limitations. No representation 

is made that it is accurate or complete or that any results indicated will be achieved. In no way is past performance indicative of future results. Changes to 

any prices, levels, or assumptions contained herein may have a material impact on results. Any estimates or assumptions contained herein represent our 

best judgment as of the date indicated and are subject to change without notice. Examples are merely representative and are not meant to be all-inclusive. 

 The information set forth herein was gathered from sources which we believe, but do not guarantee, to be accurate. Neither the information, nor any options 

expressed, constitute a solicitation by us for purposes of sale or purchase of any securities or commodities. Investment/financing decisions by market 

participants should not be based on this information. 

  

 You should consider certain economic risks (and other legal, tax, and accounting consequences) prior to entering into any type of transaction with PMA 

Securities, Inc. or PMA Financial Network, Inc. It is imperative that any prospective client perform its own research and due diligence, independent of us or 

our affiliates, to determine suitability of the proposed transaction with respect to the aforementioned potential economic risks and legal, tax, and accounting 

consequences. Our analyses are not and do not purport to be appraisals of the assets, or business of the District or any other entity.  PMA makes no 

representations as to the actual value which may be received in connection with a transaction nor the legal, tax, or accounting effects of consummating a 

transaction. PMA cannot be relied upon to provide legal, tax, or accounting advice. You should seek out independent and quali fied legal, tax, and accounting 

advice from outside sources. This information has been prepared for informational and educational purposes and does not constitute a solicitation to 

purchase or sell securities, which may be done only after client suitability is reviewed and determined.  

 

Forecast5 Analytics, Inc., is an affiliate of PMA, a data analytics company which offers software and other products and related consulting services to local 

units of government.  These products include 5Sight, 5Maps, 5Share, 5Lab and 5Cast (long range financial planning).  Unless otherwise stated, separate 

fees are charged for each of these products and services.  

 

 Securities, public finance and institutional brokerage services are offered through PMA Securities, Inc. PMA Securities, Inc. is a broker-dealer and municipal 

advisor registered with the SEC and MSRB, and is a member of FINRA and SIPC. Prudent Man Advisors, Inc., an SEC registered investment adviser, 

provides investment advisory services to local government investment pools. All other products and services are provided by PMA Financial Network, Inc. 

PMA Financial Network, Inc., PMA Securities, Inc. and Prudent Man Advisors (collectively “PMA") are under common ownership. Securities and public 

finance services offered through PMA Securities, Inc. are available in CA, CO, FL, GA, IL, IN, IA, KS, MI, MN, MO, NE, OH, OK, PA, SD, TX and WI. This 

document is not an offer of services available in any state other than those listed above, has been prepared for informational and educational purposes only 

and does not constitute a solicitation to purchase or sell securities, which may be done only after client suitability is reviewed and determined. All investments 

mentioned herein may have varying levels of risk, and may not be suitable for every investor. For more information, please visit us at www.pmanetwork.com. 

For institutional use only.  
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