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CHI CAGO (Standard & Poor's) Oct. 21, 2011--Standard & Poor's Ratings Services
has assigned its 'A" long-termrating to Philadel phia, Pa.'s $168.565 mllion
series 2011A and 2011B water and wastewater revenue and refundi ng bonds. The
outl ook is stable.

Standard & Poor' also affirned its 'A long-termrating and underlying rating
(SPUR) on the city's existing water and wastewater revenue debt; its 'AAA A1
rating on the city's series 2005B bonds, which are jointly secured by the city
and the letter of credit (LOC) provider Bank of Anmerica N A

(A+/ Negative/A-1); and its 'AAAA- 1+ rating on the city's series 1997B bonds,
which are jointly secured by the city and the LOC provider TD Bank N. A
(AA-/ Stabl e/ A-1+). The outl ook on the ratings is stable, except for when joint
criteria have been applied to the issue's long-termrating, in which case the
outl ook is not neaningful.

The "A" long-termrating and SPUR are based on the follow ng characteristics:

» A broad service area that covers the city of Philadel phia and several
suburbs, but with an overall weak econonic profile when conparing i ncone
| evel s and unenpl oynent rates with state and national averages;

» Rates that Standard & Poor's consider conpetitive, even with the weaker
econom c profile, along with managenent's historical willingness to raise
rates annual ly;

« Stable financial performance, albeit with ongoing reliance onits rate
stabilization fund to support operations; and

* A sizable capital inprovenent plan (ClIP) conbined with an al ready high
systemratio of debt to capital, in Standard & Poor's opi nion.
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The stable outl ook on the various long-termratings and SPURs assi gned on the
basi s of the pledge of net water and wastewater revenues reflects Standard &
Poor's expectation that the water department will continue to adopt rate

i ncreases that support financial operations in a fashion that is consistent
with historical patterns. "Wth projections that indicate continued use of the
rate stabilization fund to subsidize operations, we also expect that if this
draw does occur as projected, nanagenent will nanage its rate structure to
mai ntai n debt service coverage and unrestricted cash |levels consistent with
historical trends," said Standard & Poor's credit analyst Scott Garrigan. "If
financial metrics are not maintained in this fashion, the rating could be

| owered or outl ook revised. Gven the large CIP and the weak denographics of
the service base, we do not see the rating inproving within the outl ook

hori zon," he added.

The city will use the series 2011A and 2011B bond proceeds for its capital
programand to refund its existing series 2001A revenue bonds.

Phi | adel phia's water and wastewater systens provide service to roughly 1.7
mllion and 2.2 nillion, respectively, in the city and suburbs. The systens
predom nantly serve retail residential custoners, but also serve 13
surroundi ng townships and utility authorities on a whol esal e basis. The nunber
of retail accounts has renmained relatively stable since 2001; water and

wast ewat er accounts each total about 480, 000.
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o USPF Criteria: Key Water And Sewer Utility Credit Rati o Ranges, Sept.15,
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e« USPF Criteria: Standard & Poor’s Revises Criteria For Rating Water
Sewer, And Drainage Utility Revenue Bonds, Sept. 15, 2008

Conplete ratings information is avail able to subscribers of RatingsDirect on
the G obal Credit Portal at www gl obal creditportal.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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