
Rating Action: Moody's assigns A3 to Bayonne, NJ's GO bonds

21 Apr 2020

New York, April 21, 2020 -- Moody's Investors Service has assigned an A3 general obligation unlimited tax
(GOULT) rating to the city of Bayonne, NJ's $27 million Federally Taxable General Improvement Bonds, Series
2020. Moody's maintains the A3 ratings on the city's outstanding GOULT bonds and non-contingent lease
debt.

RATINGS RATIONALE

The A3 rating reflects the city's substantial size and favorable location, as well as its structural imbalance,
healthy reserve position (generated by one-shot revenues), and above-average debt burden. Despite a high
debt burden and ongoing structural imbalance, the city is well-positioned for the near and medium term. The
city benefits from a favorable location near New York City (Aa1 negative) and is undergoing a very
considerable amount of redevelopment. The city recently took steps to bolster reserves, which should buy time
for the new development to come online and start generating revenues sufficient to bring the finances into
balance.

The lack of distinction between the GOULT and non-contingent ratings reflects the fact that the non-contingent
lease ratings are ultimately backed by the GOULT pledge.

We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial
implications for public health and safety. The coronavirus crisis is not a key driver for this rating action. We do
not see any material immediate credit risks for Bayonne. However, the situation surrounding coronavirus is
rapidly evolving and the longer term impact will depend on both the severity and duration of the crisis. If our
view of the credit quality of Bayonne changes, we will update the rating and/or outlook at that time.

RATING OUTLOOK

Outlooks are typically not assigned to local governments with this amount of debt.

LEGAL SECURITY

Debt service on the bonds is secured by the city's full faith and credit, general obligation unlimited ad valorem,
tax pledge. Certain issuances, though not this issuance, are also secured by the New Jersey Municipal
Qualified Bond Program (Baa1 negative).

USE OF PROCEEDS

Proceeds from the bonds will be used to permanently finance outstanding notes originally issued for various
capital purposes.

PROFILE

Bayonne is a city with a population of 65,000 located in northern New Jersey (A3 negative), within easy
commuting distance of New York City.

FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATING

- Successful transition to structural balance

- Substantial growth in the city's tax base and resident wealth and income

FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATING

- Material deterioration of the tax base and resident wealth and income

- Continued structural imbalance leading to material decrease in reserves



METHODOLOGY

The principal methodology used in this rating was US Local Government General Obligation Debt published in
September 2019 and available at https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBM_1191097. 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.

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

This rating is 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 https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1133569 .

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.

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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subsidiary of MCO. Moody's SF Japan K.K. ("MSFJ") is a wholly-owned credit rating agency subsidiary of
MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization ("NRSRO"). Therefore, credit
ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment
under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services
Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as
applicable) have, prior to assignment of any credit rating, agreed to pay to MJKK or MSFJ (as applicable) for
credit ratings opinions and services rendered by it fees ranging from JPY125,000 to approximately
JPY250,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.


