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Moody’s State Ratings Team – Key Contacts



3

What is a Moody’s Credit Rating?

Rating Description

Aaa Highest quality, with lowest level of credit risk 

Aa High quality and subject to very low credit risk

A Upper-medium grade and subject to low credit risk

Baa
Medium grade, moderate credit risk, and may possess certain speculative 

characteristics

Ba Speculative and subject to substantial credit risk

B Speculative and subject to high credit risk

Caa Speculative of poor standing and subject to very high credit risk

Ca
Highly speculative and likely in, or very near, default, with some prospect of recovery 

of principal and interest

C Typically in default, with little prospect for recovery of principal or interest

Provide investors with a simple system of gradation by which future relative 
creditworthiness of securities may be gauged



Assignment Methodology Analysis Discussions Committee Publication

The Rating Process – Six Steps

Moody’s assigns a 

lead analyst

Lead analyst 

communicates the 

rating and rationale to 

the issuer

Lead analyst will 

provide a copy of the 

rating report for review 

Analyst preliminary 

determines appropriate  

methodology 

Analyst gathers and 

analyzes information 

Designed to foster free 

exchanges of differing 

views and to 

encourage rigorous 

discussion and debate

Ratings are 

determined by 

committees, not by 

individual analysts

Credit discussions 

between issuer and 

analysts 



Moody’s Rating Methodologies

Methodologies provide transparency for issuers 

and investors to understand the rating outcome 

Rating assignments/changes are made by rating 

committees, taking into account a wide range of 

factors, which are not restricted to credit metrics or the 

methodology

Methodologies include a scorecard: a summary of the 

main qualitative and quantitative factors considered

All financial ratios are adjusted using Moody’s 

Global Standard Adjustments

Published rating methodologies ensure a 

consistent approach

It is not an exhaustive treatment of all factors reflected 

in Moody’s ratings: the indicated outcome from the 

scorecard can and does often differ from the actual 

rating assigned



State of Minnesota Credit Profile
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Minnesota is one of 18 states rated Aaa by Moody’s
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Scorecard
Fiscal 2023

Measure Weight Score

Res ident Income (PCI Adjusted for RPP / US PCI) 105.6% 15% Aaa

Economic Growth (5-year CAGR real  GDP - 5-year CAGR US real  GDP) -0.6% 15% Aa

Financia l  performance Aaa 20% Aaa

Governance/Insti tutional  Framework Aaa 20% Aaa

Long-term l iabi l i ties  ratio (adjusted long-term l iabi l i ties  / own-source revenue) 53.6% 20% Aaa

Fixed-costs  ratio (adjusted fixed costs  / own-source revenue) 3.0% 10% Aaa

Very l imited and concentrated economy

Scorecard-Indicated Outcome Aaa

Assigned rating Aaa

Economy

Financial performance

Governance/Institutional Framework

Leverage

Notching factors
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Methodology factors, detailed
Weight Aaa Aa A Baa

Economy (30%)

Resident Income

(RPP-AdjustedPer Capita Income/ US Per Capita Income)

15% ≥ 100% 85% - 100% 70% - 85% 60% - 70%

Economic Growth     

(Difference Between Five Year Compound Annual Growth in 

Real GDP and  Five-Year CAGR in Real US GDP)

15% ≥ 0% (1)% - 0% (2)% - (1)% (3)% - (2)%

Financial Performance (20%)

Financial Performance 20% Fund balance  approximates or exceeds 

15% of own-source revenue and liquidity 

is very  strong; revenue and expenditures 

are expected to remain in structural  

balance.

Fund balance  approximates or exceeds 

10% of own-source revenue and liquidity 

is strong, or  fund balance is below 10% 

of own-source revenue and liquidity is 

very strong;  revenue and expenditures 

face a modest structural imbalance, with 

an expected  return to balance.

Fund balance  approximates or exceeds 

5% of own-source revenue and liquidity is 

adequate,  or fund balance is below 5% 

of own-source revenue and liquidity is 

strong;  revenue and expenditures face a 

noteworthy structural imbalance, with an  

expected return to balance.

Fund balance  approximates or exceeds 

0% of own-source revenue and liquidity is 

somewhat  weak, or fund balance is 

below 0% of own-source revenue and 

liquidity is  adequate; revenue and 

expenditures face a significant structural 

imbalance,  with a potential return to 

balance.

Institutional Framework / Governance (20%)

Institutional Framework /     Governance 20% Extremely  strong fiscal planning and 

operational management, with financial 

projections  that are routinely 

conservative; and consistent long-term 

planning and  in-year monitoring; and 

extremely conservative debt and liability 

management;  strong revenue-generating 

flexibility and strong expenditure 

flexibility.

Strong fiscal  planning and operational 

management, with financial projections 

that are  typically conservative; and 

consistent long-term planning and in-year  

monitoring; and conservative debt and 

liability management; strong  revenue-

generating     flexibility and moderate 

expenditure flexibility, or strong 

expenditure  flexibility and moderate 

revenue-generating flexibility.

Adequate  fiscal planning and operational 

management, with financial projections 

that  are somewhat conservative; 

somewhat inconsistent long-term 

planning and  in-year monitoring; 

somewhat conservative debt and liability 

management;  moderate revenue-

generating flexibility and moderate 

expenditure flexibility.

Moderately  weak fiscal planning and 

operational management, with somewhat 

optimistic  financial projections; 

inconsistent long-term planning and in-

year  monitoring; some debt and liability 

management weaknesses; moderate  

revenue-generating flexibility and weak 

expenditure flexibility, or moderate  

expenditure flexibility and weak revenue-

generating flexibility.

Leverage (30%)

Long-term Liabilities Ratio     

((Debt + ANPL + Adjusted Net OPEB + Other Long-term 

Liabilities) /  Own-Source Revenue)

20% ≤ 100% 100% - 200% 200% - 350% 350% - 500%

Fixed-costs Ratio     

(Adjusted Fixed Costs / Own-Source Revenue

10% ≤ 10% 10% - 15% 15% - 20% 20% - 25%
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Comparable data
Fiscal Year 2023

Minnesota 50-states median Wisconsin Indiana Iowa South Dakota

Rating and outlook Aaa stable Aa1 stable Aa1 stable Aaa stable Aaa stable Aaa stable

RPP adjusted PCI as % of US* 105.61% 97.64% 81.20% 95.08% 101.21% 93.14%

5YR CAGR of real GDP vs US -0.55% -0.52% -1.45% -1.02% -0.52% 0.72%

5YR CAGR of population growth 0.66% 0.56% 0.40% 0.68% 0.53% 1.16%

Available fund balance/revenue 43.39% 44.40% 21.94% 37.14% 56.21% 48.51%

Net unrestricted cash/revenue 76.57% 72.40% 56.26% 56.71% 67.95% 123.93%

Institutional framework Aaa Aaa Aa Aaa Aaa Aaa

Long-term liabilities as % of own source revenue 53.60% 99.40% 72.18% 58.14% 29.22% 25.89%

Fixed costs as % of own source revenue 3% 5.20% 4.23% 3.31% 1.77% 1.19%
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Credit Summary and Outlook
From May 2024 Credit Opinion

→ Low leverage and fixed costs from debt, pension, OPEB and 

other long-term liabilities

→ Strong economic fundamentals including above average 

incomes, high workforce participation, low unemployment and a 

diverse industry mix

→ Reserves and liquidity will remain strong over FY24 and FY25 

despite expected draws on balances

→ Prudent financial governance practices with long-term 

forecasting, automatic deposits to a budget reserve, and budget 

flexibility with a simple legislative majority needed for tax rate 

changes and executive approval for unallotment

→ Sluggish real GDP and employment growth compared to the 

nation, though recent resurgence of in-migration may provide a 

boost

→ History of political gridlock compared to similarly rated states, 

which has led to government shutdowns and budget challenges, 

offset by a more recent track record of strong fiscal policymaking 

and more collaborative governance

Strengths Challenges

“Minnesota’s stable outlook reflects our expectation that the state will maintain low leverage and good fiscal governance practices while fund 

balances will remain ample following expected draws over the next two years.”
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Rating Triggers
From May 2024 Credit Opinion

→ Not applicable for Aaa ratings → Signs of long-term structural budgetary imbalance alongside 

GAAP-basis fund balances forecast to fall below 15% of revenue

→ Large growth in debt, pension or other liabilities to levels above 

the median for US states

→ Sustained decline in economic metrics such as resident incomes, 

population and employment

→ Political intractability that disrupts financial operations

What could change the rating up What could change the rating down
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Leverage by 
type
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Capital asset 
depreciation 
ratios



Questions?
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