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NEW YORK (S&P Global Ratings) Aug. 10, 2016--S&P Global Ratings has raised its
rating on the City of Philadelphia's gas works (PGW) revenue bonds, issued
under its 1998 ordinance, to 'A' from 'A-'. At the same time, S&P Global
Ratings has assigned its 'A' rating to Philadelphia's revenue refunding bonds,
14th series, issued under the Philadelphia Gas Works' (PGW) 1998 ordinances.
The outlook is stable.

S&P Global Ratings has also raised its rating on the following issues rated
under our joint support criteria (low correlation):
• 1998 ordinance, 8th series D bonds, jointly supported by a letter of
credit from Royal Bank of Canada, to 'AA+/A-1+' from 'AA/A-1+'

• 1998 ordinance, 8th series B bonds, jointly supported by a letter of
credit from Wells Fargo Bank N.A., to 'AA+/A-1+' from 'AA/A-1+'

• 1998 ordinance, 8th series C bonds, jointly supported by a letter of
credit from Barclays Bank PLC, to 'AA/A-2' from 'AA-/A-2'

Finally, S&P Global Ratings affirmed its 'AA/A-1' rating on the 1998 ordinance
8th series C bonds, jointly supported (low correlation) by a letter of credit
from PNC Bank N.A.

"The upgrade reflects strengthened coverage of fixed costs, and our
expectation of additional improvement over the next five years," said S&P
Global Ratings credit analyst Jeff Panger.
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We understand that a portion of the proceeds of 14th series bonds will refund
debt outstanding (including the 8th series B, C, D, and E bonds), and make an
estimated $6.6 million in termination payments on $63.5 million in notional
swaps.

PGW is the nation's largest municipally owned gas utility, serving
approximately 500,000 customers in Philadelphia. Low collection rates had
plagued it for several years, although this has improved recently. We believe
that the improvement has resulted from low natural gas prices and lower demand
associated with generally warmer weather, driving down customer bills and
reducing delinquencies. While we also believe that the general improvement in
collection rates has been in part due to the implementation of more stringent
enforcement to address delinquent accounts, we remain uncertain as to whether
this trend will continue under less optimal circumstances.

The stable outlook reflects our view of improved coverage levels over the past
two years, and projection of further improvement, which we believe will
preserve credit quality at the higher rating.

We do not expect to raise the rating further over the next two years, even if
the utility gains full approval for its requested base-rate increase
(resulting in higher coverage), because this would not lead to an appreciable
improvement in credit quality for the rating.

Although unlikely, downward rating pressure could result if financial metrics
(coverage and liquidity) fall materially below recent recorded levels.

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information. Complete ratings information is available to subscribers of
RatingsDirect at www.globalcreditportal.com and at www.spcapitaliq.com. All
ratings affected by this rating action can be found on the S&P Global Ratings'
public website at www.standardandpoors.com. Use the Ratings search box located
in the left column.
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