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NEW YORK (Standard & Poor's) Aug. 3, 2010--Standard & Poor's Rating Services
has raised its rating on Philadel phia, Pa.'s closed senior-lien debt issued by
Phi | adel phia Gas Wrks (PGN under its 1975 ordi nance to 'BBB+ from' BBB-',
its rating on the subordinate -lien debt issued under its 1998 ordi nance to
"BBB+' from'BBB-', and its rating on PGWN's junior subordi nate bonds to ' BBB'
from'BB+ . At the sane tine, Standard & Poor's raised its rating on PGN's
revenue refundi ng bonds (1998 general ordi nance) series 8D to ' AAA/A-1' from
"AA/A-1', the rating revision reflecting the application of our joint support
criteria. Standard & Poor's also assigned its 'BBB+' rating to Philadel phia's
gas works revenue bonds (1998 general ordinance), ninth series, issued by PGW
The outl ook is stable.

"The upgrade reflects our opinion of PGNs trend of inproving collections,"”
said Standard & Poor's credit analyst Jeffrey Panger. Although partially due
to above- average tenperatures which make bills nore affordabl e but cannot
necessarily be counted on, the inproved collections are also a function of

| ower and nore stable gas prices, as well as the utility's enhanced billing
and col | ection procedures, both of which we expect will continue during the
next five years.

The upgrade al so reflects our view of the Pennsylvania Uility Conm ssion's
recent approval of PGWs base rate case, coupled with managenent's expectation
that it will not need to seek another such increase during the next five
years; inproving financial metrics; and managenent's expectation that it will
not add additional debt over in that period, enabling PGNto reduce |everage.
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In addition, the ratings reflect what we consider to be PGNs strong
management team and a credit-supportive rate structure that insulates margins
fromweather variability and automatically passes on gas costs to ratepayers

t hrough quarterly adjustnents.

The utility is using the ninth series bonds for general inprovenents.

PGWis a supplier of last resort to a service area exhibiting what we consider
to be weak denographics. W believe that this has contributed to historically
| ow collection of billed revenue and sensitivity to rates. PGW has

approxi mately 495,000 customers within the city limts, and the service area
covers 129 square mles. Residential custoners nake up about 74% of revenue,
while the comercial and industrial sectors are about 24%

The stable outlook reflects our opinion of inproved collection |evels and
financial metrics enabling PGWNto manage potential fluctuation in these areas,
whi | e providing a cushion should the city seek to suspend the dividend

gr ant - back.
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Conpl ete ratings information is available to RatingsDirect subscribers on
the A obal Credit Portal at www gl obal creditportal.com and RatingsDirect
subscri bers at www. ratingsdirect.com All ratings affected by this rating
action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
col um.
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