
 

Report to Corporate Services Committee  

To: Chair and Members 
 Corporate Services Committee  

From: Anna Lisa Barbon, CPA, CGA, Deputy City Manager, Finance 
Supports 

Subject: City of London’s Credit Rating  

Date: October 31, 2022 

Recommendation 

That, on the recommendation of the Deputy City Manager, Finance Supports, the City of 
London’s Credit Rating Report, providing a summary of Moody’s Investors Service Credit 
Opinion of the City of London, BE RECEIVED for information. 

Executive Summary 

The City of London has achieved the Aaa (‘triple A’) credit rating with a stable outlook as part 
of Moody’s Investors Service (Moody’s) latest Credit Opinion. Issued on October 5, 2022, this 
marks the 46th consecutive year of such a rating and represents the highest credit rating 
issued by Moody’s. 

  Linkage to the Corporate Strategic Plan 

Council’s 2019 to 2023 Strategic Plan for the City of London (the “City”) identifies “Leading in 
Public Service” as a strategic area of focus. Continuing to ensure the strength and 
sustainability of London’s finances is a strategy to maintain London’s finances in a well-
planned manner to balance equity and affordability over the long term. The City’s adherence 
to robust financial policies and practices has helped the City maintain positive operating 
results, stable debt levels, and strong liquidity, reflected in the credit rating assigned by 
Moody’s.  

Analysis 

1.0 Background Information 

Moody’s is a leading provider of credit ratings, research, and risk analysis. The firm's ratings 
and analysis track debt covering more than 130 countries, 11,000 corporate issuers, 21,000 
public finance issuers and 76,000 structured finance obligations. Typically, Moody’s reviews 
the credit worthiness of the City of London annually and then assigns the City a credit rating.  
 
The rating process involved a review of the City’s 2021 Financial Statements, 2021 Financial 
Information Return, 2022 Annual Budget Update and recent relevant reports to Council (e.g. 
Budget Monitoring Reports). Moody’s also utilizes independent research from a variety of 
sources such as Statistics Canada, comparisons with other municipalities, and news from 
local media. Along with reviewing and analyzing documents, Moody’s arranges a meeting 
with the City including members of Civic Administration and the Mayor. 
 
The Credit Opinion for the City of London, published October 5, 2022 by Moody’s, is attached 
as Appendix A to this report. Consistent with prior years, the City has maintained its Aaa 
credit rating with a stable outlook, despite the financial challenges presented by the COVID-
19 pandemic. The City has held the Aaa rating since 1977, making 2022 the 46th consecutive 
year of the Aaa rating and reaffirming that the City’s debt has the highest rating possible. The 
Aaa rating is integral in securing buyers for the City’s debentures. Moody’s stable outlook 
“reflects the track record of solid operating outcomes and strong protection to bondholders 
stemming from a relatively low debt and interest burden as well as sizeable level of reserves.”  
 



 

2.0 Discussion and Considerations 

The Moody’s Credit Opinion summarizes the City’s credit strengths and challenges. The 
credit strengths of the City support the rating outlook of Aaa while the challenges are factors 
that could impact the rating in the future. 
 
The City’s credit strengths include: 
 

 High levels of cash and investments providing strong liquidity; 

 Low debt levels supported by conservative debt management practices; 

 Mature, supportive, institutional framework governing municipalities in Ontario; and 

 Track record of generating positive fiscal outcomes highlights robustness of fiscal 
planning. 
 

The City’s credit challenges outlined by Moody’s include the potential for “near-term fiscal 
pressures stemming from the ongoing coronavirus pandemic, inflation and other global 
factors.” Moody’s further states that “while we consider London to have a high level of budget 
flexibility to absorb certain pressures, they do nonetheless impose risks to the city.”  
 
Moody’s also states that a sustained loss of fiscal discipline leading to a material increase in 
debt or a substantial reduction in accessible financial reserves could place downward 
pressure on the City’s credit rating. A credit rating downgrade or change in outlook to 
negative by Moody’s may cause investors to lose confidence in the City’s financial 
management practices and/or the corresponding quality of the City’s debt, potentially 
affecting the City’s ability to raise future financing.  This would also increase interest rates at 
which the City issues debt, which would increase debt servicing costs for the City. 
 
Moody’s comments regarding the City’s track record of generating positive fiscal outcomes 
are as follows: 
 
“…the City of London displays strong governance and management practices, such as the 
application of multi-year budgets, which helps to promote stable operations. London's history 
of posting positive operating results, application of strict controls on debt issuance, and 
conservative debt and investment policies which limit their exposure to market related risks 
and help ensure relatively smooth debt servicing costs all act as evidence of the city's strong 
management and governance.” 
 
The comments provided by Moody’s in their review of the City of London’s credit rating 
further supports the strategy taken by Council to ensure the strength and sustainability of 
London’s finances, particularly in light of the COVID-19 pandemic and other broad global 
pressures. The application of multi-year budgeting signifies that the City is looking beyond a 
short-term horizon when planning its finances. The City’s Multi-Year Budget provides 
alignment of longer-term goals with longer-term funding plans, improved accountability and 
transparency over spending changes. Taking a long-term view with respect to financial 
matters has led to fiscally responsible decisions, as reflected in the City’s credit rating. 
According to Moody’s, “the multi-year budget approach proved beneficial during the 
pandemic given the city's plans were already well developed which made the process to find 
mitigating measures relatively easier than for other municipalities that still needed to “build” 
their budget.”  Moody’s also stated that the experience through the pandemic highlights the 
flexibility the multi-year budget model provides to immediate shocks, as well as providing 
visibility to long term planning needs. 
 
New to the 2022 credit rating report, Moody’s has now started to explicitly report its 
Environmental, Social and Governance (ESG) Credit Impact Score (CIS). These evaluations 
have been considered previously in assigning the City’s credit rating but now have been 
separated and reported distinctly. It is important to note that this ESG score is not an 
evaluation of the City’s performance or activities as it relates to ESG but rather a reflection of 
how ESG factors within the City of London impact credit risk and therefore the credit rating of 
the City. The CIS is based on a scale from one to five: 
  



 

CIS - 1; representing positive impact 
CIS – 2; representing neutral to low impact 
CIS – 3; representing moderately negative impact 
CIS – 4; representing highly negative impact 
CIS – 5; representing very highly negative impact  
 

The City’s overall ESG CIS is CIS – 2; neutral to low impact. The environmental profile 
received a score of two; the social profile received a score of two; and the government profile 
received a score of one, which “captures London's very strong institutional and governance 
framework” according to Moody’s.  

3.0 Financial Impact/Considerations 

The Moody’s Credit Opinion does not have a direct financial impact but affects the rates at 
which the City is able to issue debt, which in turn affects the City’s debt servicing costs. The 
Aaa rating allows the City to issue debt at favourable rates as debentures rated Aaa are 
perceived to have less risk of default.  
 

Conclusion 

The City’s achievement of Moody’s Aaa credit rating for 46 consecutive years is a testament 
to the success of the City’s prudent, conservative approach to fiscal planning and related 
policies. Maintaining this top credit rating through a year with continued impacts from the 
coronavirus pandemic and other global pressures is also a testament to the flexibility and 
adaptability of the City’s financial policies and processes.  
 
 

Prepared by: Folakemi Ajibola, CTP, Manager, Financial Modelling, 
Forecasting and Systems Control (Treasury) 

 

Submitted by: Kyle Murray, CPA, CA, Director, Financial Planning and 
Business Support 

 

Recommended by:  Anna Lisa Barbon, CPA, CGA, Deputy City Manager, Finance 
Supports 
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