
A Standard & Poor’s Insurer Financial Strength
Rating is a current opinion of the financial secu-
rity characteristics of an insurance organization
with respect to its ability to pay under its insur-
ance policies and contracts in accordance with
their terms. Insurer Financial Strength Ratings
are also assigned to health maintenance organi-
zations and similar health plans with respect to
their ability to pay under their policies and con-
tracts in accordance with their terms. 

This opinion is not specific to any particular
policy or contract, nor does it address the suit-
ability of a particular policy or contract for a
specific purpose or purchaser. Furthermore, the
opinion does not take into account deductibles,
surrender or cancellation penalties, timeliness of
payment, nor the likelihood of the use of a
defense such as fraud to deny claims. For
organizations with cross-border or multination-
al operations, including those conducted by sub-
sidiaries or branch offices, the ratings do not
take into account potential that may exist for
foreign exchange restrictions to prevent financial
obligations from being met.

Insurer Financial Strength Ratings are based
on information furnished by rated organizations
or obtained by Standard & Poor’s from other
sources it considers reliable. Standard & Poor’s
does not perform an audit in connection with
any rating and may on occasion rely on unaudited
financial information. Ratings may be changed,
suspended, or withdrawn as a result of changes
in, or unavailability of such information or
based on other circumstances.

Insurer Financial Strength Ratings do not
refer to an organization’s ability to meet nonpolicy
(i.e., debt) obligations. Assignment of ratings to
debt issued by insurers or to debt issues that are
fully or partially supported by insurance policies,
contracts, or guarantees is a separate process
from the determination of Insurer Financial
Strength Ratings, and follows procedures con-
sistent with issue credit rating definitions and

practices. Insurer Financial Strength Ratings are
not a recommendation to purchase or discontinue
any policy or contract issued by an insurer or 
to buy, hold, or sell any security issued by an
insurer. A rating is not a guaranty of an insurer’s
financial strength or security.

Long-Term Insurer Financial Strength Ratings
An insurer rated ‘BBB’ or higher is regarded as
having financial security characteristics that out-
weigh any vulnerabilities, and is highly likely to
have the ability to meet financial commitments.

AAA
An insurer rated ‘AAA’ has EXTREMELY
STRONG financial security characteristics.
‘AAA’ is the highest Insurer Financial Strength
Rating assigned by Standard & Poor’s.

AA
An insurer rated ‘AA’ has VERY STRONG
financial security characteristics, differing only
slightly from those rated higher.

A
An insurer rated ‘A’ has STRONG financial
security characteristics, but is somewhat more
likely to be affected by adverse business condi-
tions than are insurers with higher ratings.

BBB
An insurer rated ‘BBB’ has GOOD financial
security characteristics, but is more likely to be
affected by adverse business conditions than are
higher rated insurers.

An insurer rated ‘BB’ or lower is regarded as
having vulnerable characteristics that may out-
weigh its strengths. ‘BB’ indicates the least
degree of vulnerability within the range; ‘CC’
the highest.

BB
An insurer rated ‘BB’ has MARGINAL financial
security characteristics. Positive attributes exist,
but adverse business conditions could lead to
insufficient ability to meet financial commitments.
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B
An insurer rated ‘B’ has WEAK financial security
characteristics. Adverse business conditions 
will likely impair its ability to meet financial
commitments.

CCC
An insurer rated ‘CCC’ has VERY WEAK
financial security characteristics, and is depend-
ent on favorable business conditions to meet
financial commitments.

CC
An insurer rated ‘CC’ has EXTREMELY WEAK
financial security characteristics and is likely
not to meet some of its financial commitments.

R
An insurer rated ‘R’ has experienced a 
REGULATORY ACTION regarding solvency.
The rating does not apply to insurers subject
only to nonfinancial actions such as market
conduct violations.

N.R.
An insurer designated ‘N.R.’ is NOT RATED,
which implies no opinion about the insurer’s
financial security.

Plus (+) or minus (–) 
These signs following ratings from ‘AA’ to
‘CCC’ show relative standing within the major
rating categories.

CreditWatch 
This highlights the potential direction of a rat-
ing, focusing on identifiable events and short-
term trends that cause ratings to be placed
under 
special surveillance by Standard & Poor’s. The
events may include mergers, recapitalizations,
voter referenda, regulatory actions, or antici-
pated operating developments. Ratings appear
on CreditWatch when such an event or a devi-
ation from an expected trend occurs and addi-
tional information is needed to evaluate the
rating. A listing, however, does not mean a
rating change is inevitable, and whenever pos-
sible, a range of alternative ratings will be
shown. CreditWatch is not intended to include
all ratings under review, and rating changes

may occur without the ratings having first
appeared on CreditWatch. The “positive” des-
ignation means that a rating may be raised;
“negative” means that a rating may be low-
ered; “developing” means that a 
rating may be raised, lowered or affirmed.

‘pi’ Ratings
These ratings, denoted with a ‘pi’ subscript, are
Insurer Financial Strength Ratings based on an
analysis of an insurer’s published financial
information and additional information in the
public domain. They do not reflect in-depth
meetings with an insurer’s management and are
therefore based on less comprehensive informa-
tion than ratings without a ‘pi’ subscript. ‘pi’
ratings are reviewed annually based on a new
year’s financial statements, but may be reviewed
on an interim basis if a major event that may
affect an insurer’s financial security occurs.
Ratings with a ‘pi’ subscript are not subject to
potential CreditWatch listings. Ratings with a
‘pi’ subscript generally are not modified with ‘+’
or ‘–’ designations. However, such designations
may be assigned when the insurer’s financial
strength rating is constrained by sovereign risk
or the credit quality of a parent company or
affiliated group.

National scale ratings
These ratings, denoted with a prefix such as ‘mx’
(Mexico) or ‘ra’ (Argentina), assess an insurer’s
financial security relative to other insurers in its
home market. For more information, refer to
the separate definitions for national scale ratings.

Short-Term Insurer Financial Strength Ratings
Short-Term Insurer Financial Strength Ratings
reflect the insurer’s creditworthiness over a
short-term time horizon.

A-1
An insurer rated ‘A-1’ has a STRONG ability 
to meet its financial commitments on short-term
policy obligations. It is rated in the highest cate-
gory by Standard & Poor’s. Within this catego-
ry, certain insurers are designated with a plus
sign (+). This indicates that the insurer’s ability
to meet its financial commitments on short-term
policy obligations is EXTREMELY STRONG.
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A-2
An insurer rated ‘A-2’ has a GOOD ability to
meet its financial commitments on short-term
policy obligations. However, it is somewhat more
susceptible to the adverse effects of changes in
circumstances and economic conditions than
insurers in the highest rating category.

A-3
An insurer rated ‘A-3’ has an ADEQUATE ability
to meet its financial commitments on short-term
policy obligations. However, adverse economic
conditions or changing circumstances are more
likely to lead to a weakened ability of the insurer
to meet its financial obligations.

B
An insurer rated ‘B’ is regarded as VULNERABLE
and has significant speculative characteristics.
The insurer currently has the ability to meet its
financial commitments on short-term policy
obligations; however, it faces major ongoing
uncertainties which could lead to the insurer’s
inadequate ability to meet its financial obligations.

C
An insurer rated ‘C’ is regarded as CUR-
RENTLY VULNERABLE to nonpayment and
is dependent upon favorable business, finan-
cial, and economic conditions for it to meet its
financial commitments on short-term policy
obligations.

R
See definition of “R” under Long-term Ratings.
Standard & Poor’s ratings and other assess-
ments of creditworthiness and financial strength
are not a recommendation to purchase or 
discontinue any policy or contract issues by an
insurer or to buy, hold, or sell any security issued
by an insurer. In addition, neither a rating nor
an assessment is a guaranty of an insurer’s
financial strength.

Rating Outlook Definitions 
A Standard & Poor's Rating Outlook assesses
the potential direction of a long-term credit or
financial strength rating over the intermediate
to longer term. In determining a Rating
Outlook, consideration is given to any changes
in the economic and/or fundamental business

conditions. An Outlook is not necessarily a
precursor of a rating change or future
CreditWatch action. 

� Positive means that a rating may be raised. 
� Negative means that a rating may 

be lowered. 
� Stable means that a rating is not likely to

change. 
� Developing means a rating may be raised or

lowered. 
N.M. means not meaningful.

Insurer Financial Enhancement 
Rating Definitions
A Standard & Poor's Insurer Financial
Enhancement Rating is a current opinion of the
creditworthiness of an insurer with respect to
insurance policies or other financial obligations
that are predominantly used as credit enhance-
ment and/or financial guarantees. When assign-
ing an Insurer Financial Enhancement Rating,
Standard & Poor's analysis focuses on capital,
liquidity, and company commitment necessary
to support a credit enhancement or financial
guaranty business. The Insurer Financial
Enhancement Rating is not a recommendation
to purchase, sell, or hold a financial obligation,
in that it does not comment as to market price
or suitability for a particular investor.

Insurer Financial Enhancement Ratings are
based on information furnished by the insurers
or obtained by Standard & Poor's from other
sources it considers reliable. Standard & Poor's
does not perform an audit in connection with
any credit rating and may, on occasion, rely on
unaudited financial information. Insurer
Financial Enhancement Ratings may be changed,
suspended, or withdrawn as a result of changes
in, or unavailability of, such information or
based on other circumstances. Insurer Financial
Enhancement Ratings are based, in varying
degrees, on all of the following considerations: 

Likelihood of payment-capacity and willing-
ness of the insurer to meet its financial commit-
ment on an obligation in accordance with the
terms of the obligation, especially for structured
transactions were timely payment-no matter
what-is critical to the integrity of the transaction;
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Nature of and provisions of the obligations;
and 
Protection afforded by, and relative position of,
the obligation in the event of bankruptcy, reor-
ganization, or other arrangement under the
laws of bankruptcy and other laws affecting
creditors' rights. 

Insurer Financial Enhancement Ratings

AAA
An insurer rated 'AAA' has EXTREMELY
STRONG capacity to meet its financial commit-
ments. 'AAA' is the highest Insurer Financial
Enhancement Rating assigned by Standard &
Poor's.

AA
An insurer rated 'AA' has VERY STRONG
capacity to meet its financial commitments. It
differs from the highest-rated insurers only in
small degree.

A
An insurer rated 'A' has STRONG capacity to
meet its financial commitments but is somewhat
more susceptible to the adverse effects of
changes in circumstances and economic condi-
tions than higher-rated insurers. 

BBB
An insurer rated 'BBB' has ADEQUATE capaci-
ty to meet its financial commitments. However,
adverse economic conditions or changing cir-
cumstances are more likely to lead to a weak-
ened capacity of the insurer to meet its financial
commitments.

Insurers rated 'BB', 'B', 'CCC', and 'CC' are
regarded as having significant speculative char-
acteristics. 'BB' indicates the least degree of
speculation and 'CC' the highest. Although such
insurers will likely have some quality and pro-
tective characteristics, these may be outweighed
by large uncertainties or major exposures to
adverse conditions.

BB
An insurer rated 'BB' is LESS VULNERABLE in
the near term than other lower-rated insurers.
However, it faces major ongoing uncertainties
and exposure to adverse business, financial, or

economic conditions that could lead to the
insurer's inadequate capacity to meet its finan-
cial commitments.

B
An insurer rated 'B' is MORE VULNERABLE
than the insurers rated 'BB', but the insurer cur-
rently has the capacity to meet its financial
commitments. Adverse business, financial, or
economic conditions will likely impair the
insurer's capacity or willingness to meet its
financial commitments.

CCC
An insurer rated 'CCC' is CURRENTLY VUL-
NERABLE, and is dependent upon favorable
business, financial, and economic conditions to
meet its financial commitments.

CC
An insurer rated 'CC' is CURRENTLY HIGH-
LY VULNERABLE.

Plus (+) or minus (-):
Ratings from 'AA' to 'CCC' may be modified by
the addition of a plus or minus sign to show rel-
ative standing within the major rating categories.

R
An insurer rated 'R' is under regulatory supervi-
sion owing to its financial condition. During the
pendency of the regulatory supervision, the reg-
ulators may have the power to favor one class
of obligations over others or pay some obliga-
tions and not others. Please see Standard &
Poor's issue credit ratings for a more detailed
description of the effects of regulatory supervi-
sion on specific issues or classes of obligations.

N.R.
An issuer designated N.R. is not rated. 

Issue Credit Rating Definitions
A Standard & Poor’s issue credit rating is a 
current opinion of the creditworthiness of an
obligor with respect to a specific financial obli-
gation, a specific class of financial obligations,
or a specific financial program (including rat-
ings on medium term note programs and com-
mercial paper programs.) It takes into consider-
ation the creditworthiness of guarantors, 
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insurers, or other forms of credit enhancement
on the obligation and takes into account the
currency in which the obligation is denominat-
ed. The issue credit rating is not a recommenda-
tion to purchase, sell, or hold a financial 
obligation, inasmuch as it does not comment 
as to market price or suitability for a 
particular investor.

Issue credit ratings are based on current
information furnished by the obligors or
obtained by Standard & Poor’s from other
sources it considers reliable. Standard & Poor’s
does not perform an audit in connection with
any credit rating and may, on occasion, rely on
unaudited financial information. Credit ratings
may be changed, suspended, or withdrawn as a
result of changes in, or unavailability of, such
information, or based on other circumstances.

Issue credit ratings can be either long-term
or short-term. Short-term ratings are generally
assigned to those obligations considered short-
term in the relevant market. In the U.S., for
example, that means obligations with an original
maturity of no more than 365 days—including
commercial paper. Short-term ratings are also
used to indicate the creditworthiness of an
obligor with respect to put features on long-term
obligations. The result is a dual rating, in which
the short-term rating addresses the put feature, in
addition to the usual long-term rating. Medium-
term notes are assigned long-term ratings.

Long-Term Issue Credit Ratings
Issue credit ratings are based, in varying
degrees, on the following considerations:
1. Likelihood of payment—capacity and will-

ingness of the obligor to meet its financial
commitment on an obligation in accordance
with the terms of the obligation;

2. Nature of and provisions of the obligation;
3. Protection afforded by, and relative position

of, the obligation in the event of bankruptcy,
reorganization, or other arrangement under
the laws of bankruptcy and other laws
affecting creditors’ rights.
The issue rating definitions are expressed in

terms of default risk. As such, they pertain to
senior obligations of an entity. Junior obligations
are typically rated lower than senior obligations,

to reflect the lower priority in bankruptcy, as
noted above. (Such differentiation applies when
an entity has both senior and subordinated obli-
gations, secured and unsecured obligations, or
operating company and holding company obli-
gations.) Accordingly, in the case of junior debt,
the rating may not conform exactly with the
category definition.

AAA
An obligation rated ‘AAA’ has the highest rating
assigned by Standard & Poor’s. The obligor’s
capacity to meet its financial commitment on
the obligation is EXTREMELY STRONG.

AA
An obligation rated ‘AA’ differs from the highest
rated obligations only in small degree. The
obligor’s capacity to meet its financial commit-
ment on the obligation is VERY STRONG.

A
An obligation rated ‘A’ is somewhat more 
susceptible to the adverse effects of changes in
circumstances and economic conditions than
obligations in higher rated categories.
However, the obligor’s capacity to meet its
financial commitment on the obligation is 
still STRONG.

BBB
An obligation rated ‘BBB’ exhibits ADEQUATE
protection parameters. However, adverse eco-
nomic conditions or changing circumstances are
more likely to lead to a weakened capacity of
the obligor to meet its financial commitment on
the obligation.

Obligations rated ‘BB’, ‘B’, ‘CCC’, ‘CC’,
and ‘C’ are regarded as having significant spec-
ulative characteristics. ‘BB’ indicates the least
degree of speculation and ‘C’ the highest. While
such obligations will likely have some quality
and protective characteristics, these may be 
outweighed by large uncertainties or major
exposures to adverse conditions.

BB
An obligation rated ‘BB’ is LESS VULNERABLE
to nonpayment than other speculative issues.
However, it faces major ongoing uncertainties
or exposure to adverse business, financial, or
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economic conditions which could lead to the
obligor’s inadequate capacity to meet its finan-
cial commitment on the obligation.

B
An obligation rated ‘B’ is MORE VULNERABLE
to nonpayment than obligations rated ‘BB’, but
the obligor currently has the capacity to meet
its financial commitment on the obligation.
Adverse business, financial, or economic condi-
tions will likely impair the obligor’s capacity or
willingness to meet its financial commitment on
the obligation.

CCC
An obligation rated ‘CCC’ is CURRENTLY
VULNERABLE to nonpayment, and is depend-
ent upon favorable business, financial, and eco-
nomic conditions for the obligor to meet its
financial commitment on the obligation. In the
event of adverse business, financial, or economic
conditions, the obligor is not likely to have the
capacity to meet its financial commitment on
the obligation.

CC
An obligation rated ‘CC’ is currently HIGHLY
VULNERABLE to nonpayment.

C
The ‘C’ rating may be used to cover a situation
where a BANKRUPTCY PETITION HAS BEEN
FILED or similar action has been taken, but
payments on this obligation are being continued.

D
An obligation rated ‘D’ is IN PAYMENT
DEFAULT. The ‘D’ rating category is used when
payments on an obligation are not made on the
date due even if the applicable grace period has
not expired, unless Standard & Poor’s believes
that such payments will be made during such
grace period. The ‘D’ rating also will be used
upon the filing of a bankruptcy petition or the
taking of a similar action if payments on an obli-
gation are jeopardized.

Plus (+) or minus (–)
The ratings from ‘AA’ to ‘CCC’ may be modi-
fied by the addition of a plus or minus sign to
show relative standing within the major rating
categories.

r
This symbol is attached to the ratings of
instruments with significant noncredit risks. It
highlights risks to principal or volatility of
expected returns which are not addressed in
the credit rating. Examples include: obligations
linked or indexed to equities, currencies, or
commodities; obligations exposed to severe
prepayment risk—such as interest-only or
principal-only mortgage securities; and obliga-
tions with unusually risky interest terms, such
as inverse floaters.

Short-Term Issue Credit Ratings
A-1
A short-term obligation rated ‘A-1’ is rated in
the highest category by Standard & Poor’s. The
obligor’s capacity to meet its financial commit-
ment on the obligation is STRONG. Within this
category, certain obligations are designated with
a plus sign (+). This indicates that the obligor’s
capacity to meet its financial commitment on
these obligations is extremely strong.

A-2
A short-term obligation rated ‘A-2’ is some-
what more susceptible to the adverse effects of
changes in circumstances and economic condi-
tions than obligations in higher rating cate-
gories. However, the obligor’s capacity to meet
its financial commitment on the obligation is
SATISFACTORY.

A-3
A short-term obligation rated ‘A-3’ exhibits
ADEQUATE protection parameters. However,
adverse economic conditions or changing
circumstances are more likely to lead to a
weakened capacity of the obligor to meet its
financial commitment on the obligation.

B
A short-term obligation rated ‘B’ is regarded
as having SIGNIFICANT SPECULATIVE
CHARACTERISTICS. The obligor currently
has the capacity to meet its financial commit-
ment on the obligation; however, it faces
major ongoing uncertainties which could lead
to the obligor’s inadequate capacity to meet its
financial commitment on the obligation.
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C
A short-term obligation rated ‘C’ is CURRENTLY
VULNERABLE to nonpayment and is dependent
upon favorable business, financial, and economic
conditions for the obligor to meet its financial
commitment on the obligation.

D
A short-term obligation rated ‘D’ is IN PAYMENT
DEFAULT. The ‘D’ rating category is used when
payments on an obligation are not made on the
date due even if the applicable grace period has
not expired, unless Standard & Poor’s believes
that such payments will be made during such
grace period. The ‘D’ rating also will be used
upon the filing of a bankruptcy petition or the
taking of a similar action if payments on an
obligation are jeopardized.

Local Currency and Foreign Currency Risks
Country risk considerations are a standard part
of Standard & Poor’s analysis for credit ratings
on any issuer or issue. Currency of repayment is
a key factor in this analysis. An obligor’s capac-
ity to repay foreign currency obligations may be
lower than its capacity to repay obligations in its
local currency due to the sovereign government’s
own relatively lower capacity to repay external
versus domestic debt. These sovereign risk con-
siderations are incorporated in the debt ratings
assigned to specific issues. Foreign currency
issuer ratings are also distinguished from local
currency issuer ratings to identify those instances
where sovereign risks make them different for
the same issuer.

Issuer Credit Rating Definitions
A Standard & Poor’s Issuer Credit Rating is a
current opinion of an obligor’s overall financial
capacity (its creditworthiness) to pay its financial
obligations. This opinion focuses on the obligor’s
capacity and willingness to meet its financial
commitments as they come due. It does not apply
to any specific financial obligation, as it does not
take into account the nature of and provisions of
the obligation, its standing in bankruptcy or liqui-
dation, statutory preferences, or the legality and
enforceability of the obligation. In addition, it
does not take into account the creditworthiness of
the guarantors, insurers, or other forms of credit

enhancement on the obligation. The Issuer Credit
Rating is not a recommendation to purchase, sell,
or hold a financial obligation issued by an oblig-
or, as it does not comment on market price or
suitability for a particular investor.

Counterparty Credit Ratings, ratings
assigned under the Corporate Credit Rating
Service (formerly called the Credit Assessment
Service) and Sovereign Credit Ratings are all
forms of Issuer Credit Ratings.

Issuer Credit Ratings are based on current
information furnished by obligors or obtained
by Standard & Poor’s from other sources it
considers reliable. Standard & Poor’s does not
perform an audit in connection with any Issuer
Credit Rating and may, on occasion, rely on
unaudited financial information. Issuer Credit
Ratings may be changed, suspended, or with-
drawn as a result of changes in, or unavailability
of, such information, or based on other circum-
stances. Issuer Credit Ratings can be either long-
term or short-term. Short-Term Issuer Credit
Ratings reflect the obligor’s creditworthiness
over a short-term time horizon.

Long-Term Issuer Credit Ratings
AAA
An obligor rated ‘AAA’ has EXTREMELY
STRONG capacity to meet its financial commit-
ments. ‘AAA’ is the highest Issuer Credit Rating
assigned by Standard & Poor’s.

AA
An obligor rated ‘AA’ has VERY STRONG
capacity to meet its financial commitments. It
differs from the highest rated obligors only in
small degree.

A
An obligor rated ‘A’ has STRONG capacity to
meet its financial commitments but is somewhat
more susceptible to the adverse effects of changes
in circumstances and economic conditions than
obligors in higher-rated categories.

BBB
An obligor rated ‘BBB’ has ADEQUATE capacity
to meet its financial commitments. However,
adverse economic conditions or changing 
circumstances are more likely to lead to a 
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weakened capacity of the obligor to meet its
financial commitments.

Obligors rated ‘BB’, ‘B’, ‘CCC’, and ‘CC’
are regarded as having significant speculative
characteristics. ‘BB’ indicates the least degree of
speculation and ‘CC’ the highest. While such
obligors will likely have some quality and pro-
tective characteristics, these may be outweighed
by large uncertainties or major exposures to
adverse conditions.

BB
An obligor rated ‘BB’ is LESS VULNERABLE
in the near term than other lower-rated oblig-
ors. However, it faces major ongoing uncertain-
ties and exposure to adverse business, financial,
or economic conditions which could lead to the
obligor’s inadequate capacity to meet its finan-
cial commitments.

B
An obligor rated ‘B’ is MORE VULNERABLE
than the obligors rated ‘BB’, but the obligor
currently has the capacity to meet its financial
commitments. Adverse business, financial, or
economic conditions will likely impair the
obligor’s capacity or willingness to meet its
financial commitments.

CCC
An obligor rated ‘CCC’ is CURRENTLY 
VULNERABLE, and is dependent upon favorable
business, financial, and economic conditions to
meet its financial commitments.

CC
An obligor rated ‘CC’ is CURRENTLY HIGHLY
VULNERABLE.

Plus (+) or minus (–)
Ratings from ‘AA’ to ‘CCC’ may be modified 
by the addition of a plus or minus sign to 
show relative standing within the major rating 
categories.

Public Information Ratings
Ratings with a ‘pi’ subscript are based on an
analysis of an issuer’s published financial infor-
mation, as well as additional information in
the public domain. They do not, however,
reflect in-depth meetings with an issuer’s man-

agement and are therefore based on less com-
prehensive information than ratings without a
‘pi’ subscript. Ratings with a ‘pi’ subscript are
reviewed annually based on a new year’s finan-
cial statements, but may be reviewed on an
interim basis if a major event occurs that may
affect the issuer’s credit quality. Outlooks are
not provided for ratings with a ‘pi’ subscript,
nor are they subject to potential CreditWatch
listings. Ratings with a ‘pi’ subscript generally
are not modified with ‘+’ or ‘-’ designations.
However, such designations may be assigned
when the issuer’s credit rating is constrained by
sovereign risk or the credit quality of a parent
company or affiliated group.

Short-Term Issuer Credit Ratings
A-1
An obligor rated ‘A-1’ has STRONG capacity
to meet its financial commitments. It is rated in
the highest category by Standard & Poor’s.
Within this category, certain obligors are desig-
nated with a plus sign (+). This indicates that
the obligor’s capacity to meet its financial 
commitments is EXTREMELY STRONG.

A-2
An obligor rated ‘A-2’ has SATISFACTORY
capacity to meet its financial commitments.
However, it is somewhat more susceptible to
the adverse effects of changes in circumstances
and economic conditions than obligors in the
highest rating category.

A-3
An obligor rated ‘A-3’ has ADEQUATE capacity
to meet its financial obligations. However,
adverse economic conditions or changing cir-
cumstances are more likely to lead to a weak-
ened capacity of the obligor to meet its financial
commitments.

B
An obligor rated ‘B’ is regarded as VULNER-
ABLE and has significant speculative charac-
teristics. The obligor currently has the capaci-
ty to meet its financial commitments; howev-
er, it faces major ongoing uncertainties which
could lead to the obligor’s inadequate capacity
to meet its financial commitments.
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C
An obligor rated ‘C’ is CURRENTLY VUL-
NERABLE to nonpayment and is dependent
upon favorable business, financial, and economic
conditions for it to meet its financial commitments

R 
An obligor rated ‘R’ is under regulatory supervi-
sion owing to its financial condition. During the
pendency of the regulatory supervision the regula-
tors may have the power to favor one class of obli-
gations over others or pay some obligations and
not others. Please see Standard & Poor’s issue
credit ratings for a more detailed description of the
effects of regulatory supervision on specific issues
or classes of obligations. 

SD and D 
An obligor rated ‘SD’ (Selective Default) or ‘D’ has
failed to pay one or more of its financial obliga-
tions (rated or unrated) when it came due. A ‘D’
rating is assigned when Standard & Poor’s believes
that the default will be a general default and that
the obligor will fail to pay all or substantially all of
its obligations as they come due. An ‘SD' rating is
assigned when Standard & Poor’s believes that the
obligor has selectively defaulted on a specific issue
or class of obligations but it will continue to meet
its payment obligations on other issues or classes of
obligations in a timely manner. Please see Standard
& Poor’s issue credit ratings for a more detailed
description of the effects of a default on specific
issues or classes of obligations. 

N.R. 
An issuer designated N.R. is not rated. 

Local Currency and Foreign Currency Risks
Country risk considerations are a standard part
of Standard & Poor’s analysis for credit ratings
on any issuer or issue. Currency of repayment 
is a key factor in this analysis. An obligor’s
capacity to repay foreign currency obligations
may be lower than its capacity to repay obliga-
tions in its local currency due to the sovereign
government’s own relatively lower capacity to
repay external versus domestic debt. These sov-
ereign risk considerations are incorporated in
the debt ratings assigned to specific issues.
Foreign currency issuer ratings are also distin-

guished from local currency issuer ratings to
identify those instances where sovereign risks
make them different for the same issuer.

Rating Outlook Definitions
A Standard & Poor’s rating outlook assesses the
potential direction of a long-term credit rating
over the intermediate to longer term. In deter-
mining a rating outlook, consideration is given
to any changes in the economic and/or funda-
mental business conditions. An outlook is not
necessarily a precursor of a rating change or
future CreditWatch action.

• Positive means that a rating may be raised.
• Negative means that a rating may be lowered.
• Stable means that a rating is not likely 

to change.
• Developing means a rating may be raised 

or lowered.
• N.M. means not meaningful.

CreditWatch
CreditWatch highlights the potential direction
of a short- or long-term rating. It focuses on
identifiable events and short-term trends that
cause ratings to be placed under special surveil-
lance by Standard & Poor’s analytical staff.
These may include mergers, recapitalizations,
voter referendums, regulatory action, or antici-
pated operating developments. Ratings appear
on CreditWatch when such an event or a devia-
tion from an expected trend occurs and addi-
tional information is necessary to evaluate the
current rating. A listing, however, does not
mean a rating change is inevitable, and whenever
possible, a range of alternative ratings will be
shown. CreditWatch is not intended to include
all ratings under review, and rating changes
may occur without the ratings having first
appeared on CreditWatch. The “positive” 
designation means that a rating may be raised;
“negative” means a rating may be lowered; and
“developing” means that a rating may be
raised, lowered, or affirmed.

Dual Ratings Definitions
Standard & Poor’s assigns “dual” ratings to all
debt issues that have a put option or demand
feature as part of their structure. The first rat-
ing addresses the likelihood of repayment of
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principal and interest as due, and the second
rating addresses only the demand feature. The
long-term debt rating symbols are used for
bonds to denote the long-term maturity and the
commercial paper rating symbols for the put
option (for example, ‘AAA/A-1+’). With short-
term demand debt, Standard & Poor’s note rat-
ing symbols are used with the commercial.

Rating Terminology

Credit Assessment 
Credit assessments are preliminary indicators of
creditworthiness expressed in either a broad rat-
ing category or in descriptive terms. They pro-
vide an evaluation of the general strengths and
weaknesses of an issuer, obligor, a proposed
financing structure, or elements of such struc-
tures. Credit assessments represent a point-in-
time evaluation and are generally confidential.
Standard & Poor’s does not maintain ongoing
surveillance on credit assessments. 

Credit Estimate 
A credit estimate is a confidential indication pro-
vided to a third party of the likely issuer credit
rating on an unrated company. The rating esti-
mate is based on input from a variety of sources
including Credit Model, where applicable, and
abbreviated methodology that draws on analyti-
cal experience and industry knowledge of the
Standard & Poor’s analysts(s) specializing in the
industry in which the company operates. These
estimates do not involved direct contact with the
company or the in-depth insight into competitive,
financial, or strategic issues that such contact
allows. Standard & Poor’s does not maintain
ongoing surveillance on Credit Estimates, but can
perform periodic updates upon request. 

Credit Evaluation 
Credit evaluation is used widely as a generic term
in evaluating the creditworthiness of nonrated

instruments. It is often used in conjunction with
individual loans in CMBS transactions. It is also
used as a general term, interchangeable with cred-
it opinion and credit analysis. 

Public Information (Pi) Rating 
Ratings with a ‘pi’ subscript are based on an
analysis of an issuer’s published financial
information, as well as additional information
in the public domain. They do not, however,
reflect in-depth meetings with an issuer’s man-
agement and are therefore based on less-com-
prehensive information than ratings without a
‘pi’ subscript. Ratings with a ‘pi’ subscript are
reviewed annually based on a new year’s
financial statements, but may be reviewed on
an interim basis if a major event occurs that
may affect the issuer’s credit quality. 

Shadow Rating 
Shadow ratings are used in Public Finance and
Structured Finance for issues backed by bond
insurance to assess risks being taken by the
monoline bond insurers. 

Spurs (Standard & Poor’s Underlying Rating) 
This is a rating of a stand-alone capacity of
an issuer to pay debt service on a credit-
enhanced debt issue, without giving effect to
the enhancement that applies to it. These rat-
ings are published only at the request of the
debt issuer/obligor with the designation SPUR
to distinguish them from the credit-enhanced
rating that applies to the debt issue. As 
long as the SPUR rating is outstanding,
Standard & Poor’s will maintain surveillance
on the issue. 

Stand-Alone Rating 
A stand-alone rating is the rating that would
likely be achieved in the absence of constraint
or enhancement by a third party (parent, sub-
sidiary, guarantor, or government entity). 
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The following sample language has been includ-
ed to illustrate Standard & Poor’s guarantee cri-
teria. The specific language corresponds to the
numbered statements listed in the sidebar dis-
cussing guarantees on page 57. The following
language is not a requirement, but is intended
to serve as a guide.
1. “This guarantee is a guarantee of payment

and not of collection.”
2. “The guarantor hereby waives any require-

ment that the trustee protect, secure, perfect,
or insure any security interest or lien or any
property subject thereto or exhaust any right
or take any action against any person or any
collateral (including any rights relating to
marshaling of assets).”

3. “The guarantor hereby guarantees that the
guaranteed obligations will be paid strictly in
accordance with the terms of the agreement
governing such guaranteed obligations or any
other agreement relating thereto, regardless
of the value, genuineness, validity, regularity,
or enforceability of the guaranteed obliga-
tions, and of any law, regulation, or order
now or hereafter in effect in any jurisdiction
affecting any of such terms or the rights of
the trustee with respect thereto. The liability
of the guarantor to the extent herein set forth
shall be absolute and unconditional, not sub-
ject to any reduction, limitation, impairment,
termination, defense, offset, counterclaim, or
recoupment whatsoever 
(all of which are hereby expressly waived by
the guarantor), whether by reason of any
claim of any character whatsoever, including,
without limitation, any claim of waiver,
release, surrender, alteration, or compromise,
or by reason of any liability at any time to
the guarantor or otherwise, whether based
on any obligations or any other agreement or
otherwise, and howsoever arising, whether
out of action or inaction or otherwise, and
whether resulting from default, willful mis-

conduct, negligence, or otherwise, and with-
out limiting the foregoing irrespective of:
a) any lack of validity or enforceability of
any agreement or instrument relating to the
guaranteed obligations;
b) any change in the time, manner, or place
of payment of, or in any other term in
respect of, all or any of the guaranteed obli-
gations, or any other amendment or waiver
of or consent to any departure from any
other agreement relating to any guaranteed
obligations; any change in the time, manner,
or place of payment of, or in any other term
in respect of, all or any of the guaranteed
obligations, or any other amendment or
waiver of or consent to any departure from
any other agreement relating to any guaran-
teed obligations;
c) any increase in, addition to, exchange or
release of, or nonperfection of any lien on or
security interest in, any collateral, or any
release or amendment or waiver of or con-
sent to any departure from or failure to
enforce any other guarantee, for all or any of
the indebtedness;
d) any other circumstance that might other-
wise constitute a defense available to, or a
discharge of, the primary obligor in respect
of the guaranteed obligations or the guaran-
tor in respect hereof;
e) the absence of any action on the part of
the trustee to obtain payment of the guaran-
teed obligations from the primary obligor;
f) any insolvency, bankruptcy, reorganization,
or dissolution, or any proceeding of the pri-
mary obligor or the guarantor, including,
without limitation, rejection of the guaran-
teed obligations in such bankruptcy; or
g) the absence of notice or any delay in any
action to enforce any guaranteed obligations
or to exercise any right or remedy against the
guarantor or the primary obligor, whether
hereunder, under any guaranteed obligations
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or any agreement or any indulgence, compro-
mise, or extension granted.”

6. “Guarantor further agrees that, to the extent
that the primary obligor or the guarantor
makes a payment or payments to the trustee,
which payment or payments or any part
thereof are subsequently invalidated, declared
to be fraudulent or preferential, set aside,
and/or required to be repaid to the primary
obligor or the guarantor or their respective
estate, trustee, receiver, or any other party
under any bankruptcy law, state or federal
law, common law, or equitable cause, then to
the extent of such payment or repayment,
this guarantee and the advances or part
thereof that have been paid, reduced, or sat-
isfied by such amount shall be reinstated and
continued in full force and effect as of the
date such initial payment, reduction, or satis-
faction occurred.”

7. “Guarantor shall have no rights (direct or
indirect) of subrogation, contribution, reim-
bursement, indemnification, or other rights

of payment or recovery from any person or
entity (including, without limitation, the pri-
mary obligor) for any payments made by the
guarantor hereunder, and the guarantor here-
by waives and releases, absolutely and
unconditionally, any such rights of subroga-
tion, contribution, reimbursement, indemnifi-
cation and other rights or recovery that it
may now have or hereafter acquire.”

8. “This guarantee shall be binding upon and
shall inure to the benefit of the parties hereto
and their respective successors and assigns,
including, without limitation, the trustee.”

9. “No waiver of any provision of this guar-
antee and no consent to any departure by
the guarantor therefrom shall be effective
unless it is in writing and consented to by
the trustee and 100% of the holders of the
rated securities, and then such a waiver or
consent shall be effective only in the specif-
ic instance and for the specific purpose for
which given.”
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