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New York, September 30, 2021 -- Moody's Investors Service has assigned an A2 rating to the City of
Philadelphia's, PA's $89.225 million City Service Agreement Revenue Bonds, Series A of 2021 (Federally
Taxable Social Bonds) and $8.81 million City Service Agreement Revenue Bonds, Series B of 2021 (Tax-
Exempt Social Bonds). We maintain an A2 rating on the City of Philadelphia's outstanding general obligation
unlimited tax (GOULT) debt as well as an A2 rating on its outstanding service fee and lease revenue bonds
(non-pension related). We further maintain an A3 rating on the city's 1999, 2012 and 2021 pension obligation
bonds.

The outlook is stable for all long-term rated securities.

Approximately $3.753 billion of tax-supported debt is outstanding for the city as of the June 30, 2021 fiscal
year end.

RATINGS RATIONALE

The city's A2 GOULT rating considers its substantial and diverse economy, as well as continued economic and
financial pressure stemming from ongoing effects of the coronavirus pandemic. At this time, the city continues
to project a structural operating imbalance in its general fund through fiscal 2023, though federal relief monies
are expected to offset revenue weakness in the near term. The city is expected to receive roughly $1.4 billion
of federal aid through the American Rescue Plan Act (ARPA); federal aid will help smooth revenue weakness
over the next three fiscal years, with an expectation of a full economic recovery in the city by 2023 and a return
to structural operating balance by that time. The city expects to end fiscal 2021 with a fund balance of $79
million, or a weak 1.7% of revenue. However, as federal aid will be spent down gradually, the city will also
retain nearly $800 million of ARPA monies at year end as an additional cushion to its slim fund balance
position.

The city benefits from a diverse economy that has grown considerably in recent years, though one of its
primary anchoring industries - higher education - has driven some of the overall weakness in the city's wage
tax collections. Favorably, most higher education institutions in the city have returned to in-person learning for
fall 2021, which will help to bolster economic activity throughout the city. A key positive rating driver for the city,
especially in the current operating environment, is its demonstrated strong governance controls and prudent
budget practices. The city has consistently outperformed projections over the last several years, and budget
assumptions are generally conservative. Further, the city's reserve position was relatively strong prior to the
onset of coronavirus, as compared to its positioning prior to other periods of recession. We expect
Philadelphia's overall credit profile to remain stable as it weathers the pandemic and its aftereffects.

The A2 rating on the city's outstanding service fee bonds (non-pension related) and lease revenue bonds
reflects the strong legal structure clearly laid out within the city's home rule charter, bond ordinances, and
service fee/lease agreements. As stated in the documents, these service and lease rental payments are legal,
valid and binding obligations of the city, payable out of current city revenues. While the city does not pledge its
full faith and credit and unlimited taxing power, the city covenants to provide for payment in its annual budget
(same line item as General Obligation debt) and these payments are absolute and unconditional without being
subject to any contingencies. For these reasons, we do not differentiate regarding essentiality and render them
in the same band of credit quality as an ad valorem pledge.

The A3 rating on the city's outstanding pension obligation bonds (POB) reflects the additional risk of a higher
loss given default for these securities relative to the city's other service-fee and lease-rental debt. The POB
debt originally funded a portion of the unfunded liability for the city's retirement system and are not secured by
the city's unlimited taxing power. While the bonds carry the same security pledge as the city's other service
agreement and lease bonds, we have notched these bonds based on purpose, as historically, pension bonds
have realized less of a recovery in bankruptcy scenarios than other debt.

RATING OUTLOOK



RATING OUTLOOK

The rating outlook is stable. We expect that city management will continue to prudently meet revenue shortfalls
with budget cuts and other offsets that will enable Philadelphia to navigate its fiscal challenges without a
material change to its long-term credit profile. As noted, federal ARPA monies will also serve to smooth
revenue shortfalls over the next several years.

FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATINGS

- Growth in reserves and maintenance of fund balance at levels more commensurate with large city peers

- Sustained expansion in the tax base and strengthening of the socioeconomic profile

- Substantial decrease of unfunded pension liabilities

FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATINGS

- Inability to regain structural balance in the near term

- Reserve draws that exceed current expectations leading to a deficit fund balance

- Emergence of a material strain on the city's liquidity

- Increased support to school district beyond current expectations reducing the city's financial flexibility

- Failure to fund pension plan on sound basis going forward

- Change in legal structure for bonds that are not backed by the city's General Obligation pledge

LEGAL SECURITY

The Series 2021 A&B bonds are payable by the Philadelphia Redevelopment Authority solely from certain
service fee payments to be paid by the city of Philadelphia. These service fees are payable solely from current
revenues of the city and are subject to annual appropriation, though the city has covenanted to provide for the
service fee in its annual budget. The obligation of the city to pay the service fee is absolute and unconditional.

USE OF PROCEEDS

Proceeds from the Series 2021 A&B bonds will be used to support affordable housing and commercial
revitalization efforts throughout the city. Proceeds will also be used to support construction job training
initiatives, provide downpayment assistance for first time homeowners, stimulate small business growth and
provide for neighborhood infrastructure improvements.

The city will self-designate these bonds as "Social Bonds", consistent with the "International Capital Market
Association (ICMA) Social Bond Principles: Voluntary Process Guidelines for Issuing Social Bonds".

PROFILE

The city of Philadelphia, located along the southeastern border of the Commonwealth of Pennsylvania (Aa3
stable), is the largest city in the commonwealth and the sixth largest city in the United States with
approximately 1.579 million residents (based on 2019 estimates).

METHODOLOGY

The principal methodology used in these ratings was Lease, Appropriation, Moral Obligation and Comparable
Debt of US State and Local Governments Methodology published in June 2021 and available at
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1274696 . Alternatively, please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found at: https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBC_79004.

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_79004
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1274696


For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1288435 .

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, Frankfurt am Main 60322,
Germany, in accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating
Agencies. Further information on the EU endorsement status and on the Moody's office that issued the credit
rating is available on www.moodys.com.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, Canary Wharf,
London E14 5FA under the law applicable to credit rating agencies in the UK. Further information on the UK
endorsement status and on the Moody's office that issued the credit rating is available on www.moodys.com.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR
DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND
INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE
SUCH CURRENT OPINIONS. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE
MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE
TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S CREDIT
RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS,
NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN
MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT.
MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF
CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S
ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS,
OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR
FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL,
OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS
AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE,
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
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All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,



MOODY’S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its Publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY’S. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
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representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information. 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
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MANNER WHATSOEVER. 
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(“MCO”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have,
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JPY550,000,000. 
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