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CONTINUING DISCLOSURE AGREEMENT

Cit)' of Philadeiphia, Pennsylvania
$62,315,000 Gas Works Revenue Bonds (1975 General Ordinance), Sixteenth Series
$113,965,000 Gas Works Revenue Bands {1998 General Ordinance), Second Series

This Continuing Disclosure Agreement ("Disclosure Agreement") is executed and
delivered as of this 23" day of June, 1999 by and between The City of Philadelphia, Pennsylvania
("City™). and First Union National Bank, a national banking association, having a corporate trust
office in Philadelphia. Pennsylvania. as Fiscal Agent and dissemination agent ("Dissemination
Agent”). in connection with the issuance by the City of its $62,315.000 aggregate principal armount
Gas Works Revenue Bonds (1975 General Ordinance), Sixteenth Series (the “Sixteenth Series
Bonds")and its $113.965,000 aggregate principal amount Gas Works Revenue Bonds (1998 General
Ordinance). Second Series (the "Second Series Bonds") each dated June 1. 1999 (collectively the
"Bonds™). ‘

The Sixteenth Series Bonds are being issued and secured pursuant to the First Class City
Revenue Bond Act of the Commonwealth of Pennsylvania . Act No. 234, approved October 18,
1972, P.L. 955{the "Act") and the General Gas Works Revenue Bond Ordinance of 1975, approved
May 30. 1975, Bill No. 187]. as amended and supplemented from time to time (the "1975 General
Ordinance") and the Sixteenth Supplemental Ordinance to the 1975 General Ordinance duly adopiéd
by City Council of the City of Philadelphia on May 27, 1999 and signed by the Mayor on May 31,
1999_Bill No. 990285 (the "Sixteenth Supplemental Ordinance") and a determination by the Bond
i Comminee of the City (consisting of the Mavor. the City Controller and the City Solicitor), or a
majority of them dated June 1], 1999 (the "Sixteenth Series Bond Authorization” and together with
the Aci. the 1975 General Ordinance and the Sixteenth Supplemental Ordinance, the "Sixieenth
Series Ordinance") and shall be described in the Official Statement of the City dated June 11,1999
with respect to the Bonds (the "Official Statement”).

The Second Series Bonds are being issued and secured pursuant to the Act and the General
Cias Works Revenue Bond Ordinance of 1998, approved May 8. 1998, Bill No. 980232, as amended
and supplemented from time to time (the " 1998 General Ordinance™) and the Second Supplementa!
Ordinance to the 1998 General Ordinance duly adopted by City Council of the City of Philadelphia
on May 27. 1999 and signed by the Mayor on May 31, 1999, 1999, Bili No. 990286 (the "Second
Supplemental Ordinance™) and a determination by the Bond Commitiee of the Issuer {consisting of -
the Masor. the City Contraller and the City Solicitor). or a majority of them dated June 11. 1999 (the
“Seeond Sertes Bond Authorization” and together with the Act. the 1998 General Ordinance and the
Second Supplemental Ordinange. the "Second Series Ordinance”) and shall be as described in the
Olhciad Statement.



In consideration of the mutual covenants, promises and agreements contained herein and
intending to be legally bound hereby, the parties hereto agree ag follows:

Section 1. - Definitions.

. In this Disclosure Agreement and any agreement supplemental hereto (except as otherwise
-expressly provided or unless the context clearly requires otherwise) terms defined in the recitals
hereto shall have such meanings throughout this Disclosure Agreement, and, in addition, the

-following 1erms shall have the meanings specified beiow:

"Annual Financial Information” shall mean the financial information or operating data with
respect to PGW delivered at least annually pursuant to Section 3 hereof, substantially similar io the
tvpe set forth in Appendix "A" attached hereto and in accordance with the Rule. The financial
statements comprising the Annual Financial Information are prepared according to accounting
methods and precedures which conform to generally accepted accounting principles for
governmental units as prescribed by the Government Accounting Standards Board.

"Business Day" or "Business Days" shall mean any day other than a Saturday or Sunday or,
in the City. a legal holiday or a day on which banking institutions are authorized by law to close or
a day on which the Dissemination Agent is closed.

“Disclosure Representative” shall mean the Director of Finance of the City. the City
Treasurer or such other official or empioyee of the City as the Director of Finance or the City
Treasurer shall designate in writing to the Dissemination Agent.

"Dissemination Agent" shall mean First Union National Bank, acting in its capacity as
Dissemination Agent hereunder or any successor Dissemination Agent designated in writing by the
City which has filed with First Union Nationa! Bank a written acceptance of such designation.

"Fiscal Agent” shall mean First Union National Bank. as Fiscal Agent for the Bonds.

“Fiscal Agent Agreement” shall mean the Fiscal Agent Agreement dated as of January 1,
1093 between the City and First Union National Bank. as Fiscal Agent, and any successors or
assigns thereof. as amended by a First Amendment to Fiscal Agent Agreement dated as of June 1.
199G,

"Matenal Event” shall mean anv of the events listed in Section 4(a) of this Disclosure
Agreement. tf material within the meaning of the Rule.

"MSRB" shall mean the Municipal Securities Rulemaking Board.

“Official Statement” shall mean the Official Statement dated June 1. 1999 relating to the
Bonds.
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"Obligated Person" means (i) the City, for and on behalf of PGW, and (ii) any other entity

~ for which annual financial information is required under the Rule and as to which the Representative

has notified the City in writing. accompanied by an opinion of counsel. that such entity is an
Obligated Person within the meaning of the Rule. -

"Participating Underwriters” shali mean any of the original underwriters of the Bonds
required 10 comply with the Rule in connection with their purchase and reoffering of the Bonds.

"PGW" means the Philadelphia Gas Works of the City of Philadelphia.

"Registered Owner” or "Owners" shall mean the person or persons in whose name a Bond
15 registered on the books of the City maintained by the Fiscal Agent in accordance with the 1975
General Ordinance . the 1998 General Ordinance and the Bonds. For so long as the Bonds shall be
registered in the name of the Securities Depository or its nominee, the term "Registered Owners”
shall also mean and include, for the purposes of this Disclosure Agreement, beneficial owners and
the owners of book-entry credits in the Bonds evidencing an interest in the Bonds; provided,
however, that the Dissemination Agent shall have no obligation to provide notice hereunder to
owners of book entry credits in the Bonds, except those who have filed their names and addresses
with the Dissemination Agent for the purposes of receiving notices or giving direction under this

Disclosure Agreement.

"Repository" or "Repositories” shall mean each nationally recognized municipal securities
information repository which has received a no-action letter from the swaff of the Securities and
Exchange Commission recognizing it as such a repository. The Repositories as of the date of this
Disclosure Agreement are set forth in Appendix "B” attached hereto and made a part hereof.

"Rule” shall mean Ruie 15c2-12(b)(5) promulgated by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as amended, as such rule may be amended

from time 1o time.

"Securities Depository™ shall mean The Depository Trust Company, New York. New York.
or i1s nominee. Cede & Co., or any successor thereto appointed pursuant 1o the 1975 General
(Jrdinance or the 1998 General Ordinance.

"State Information Depository” shall mean any public or private repository designated by the
Commonwealih of Pennsylvania as a state information depository within the meaning of the Rule.
Axs ot the date of this Disclosure Agreement, there is no State Information Depository.

"Representative” shall mean Merrill Lyvach & Co.. acting on behalf of itself and the other

Farnoipating UnderaTiters.
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All words and terms used in this Disclosure Agreement and not defined above or elsewhere
herein shall have the same meanings as set forth in the Sixteenth Series Ordinance, the Second Series
Ordinance or the Fiscal Agent Agreement, if defined therein.

Section 2. Authorization and Purpose of Disclosure Agreement.

This Disclosure Agreement is authorized to be executed and delivered by the City pursuant
1o the Sixteenth Series Bond Authorization and the Second Series Bond Authorization in order 10
enable the Participating Underwriters to comply with the requirements of the Rule.

_ Section 3. Provision of Annual Financial Information.

(a) Within 240 days of the close of each fiscal year of the City, commencing with the
Citv's fiscal vear ending June 30, 1999, the Disclosure Representative shall file. with the
Dissemination Agent. Annual Financial Information for such fiscal year. The Dissemination Agent
shall promptly upon receipt thereof file the Annual Financial Information with each Repository and
with the State Information Depository, if any. The Annual Financial Information will be in the form
of the City's Comprehensive Annual Financial Report and will contain unaudited financial
statements if audited financial statements are not available, together with the other information listed

in Appendix A.

(b) As soon as audited financial statements for the City are available, commencing with
the audited financial statements for the fiscal year ending June 30, 1999, the Disclosure
Representative shall, file the audited financial statements with the Dissemination Agent. The
Dissemination Agent shali promptly upon receipt thereof file the audited financial statements with
each Repository and the State Information Depository, if any.

(c) The City agrees to use its reasonable efforts to cause any other Obligated Person (to
the extent such entity is not otherwise required under federal law to do so) to make annual financial
informalion available as contemplated by this Section 3. The City takes no responsibility for the
umeliness. accuracy or completeness of such filing by any such Obligated Person.

{d) The Citv reserves the right to modify from time to time the specific types of
information provided and the forma of the presentation of such information, to the extent necessary
or appropriate in the judgment of the City; provided that the City agrees that any such modification

: will be done in a manner consistent with the Rule. The City may. at its option. satisfy the obligation
of'section 3(a) by providing an official statement for one or more series of general obligations or by
specific reference. in accordance with the Rule to one or more official statements provided
previously and available from the MSRB or any Repository.

Section 4. Matcerial Events,
(a) The City agrees that it shali provide through the Dissemination Agent. in a timely

manner. 10 cach Repository or 1o the MSRB and to the State Information Depository. if any, notice



of any of the following events with respect to the Bonds if material within the meaning of the Rule
(each a "Material Event™):

(1) Principal and interest payment delinquencies;
) Non-payvment related defaults;

(3) Unscheduled draws on debt service reserves reflecting financial difficulties;
(4) Unscheduled draws on credit enhancements reflecting financial difficulties;

Substitution of credit or liquidity providers or their failure to perform;

—
th
—

(6) Adverse tax opinions or events affecting the tax-exempt status of the security;
(7) Modifications to the rights of the security holders:

(8) Bond calls:

{9) Defeasances:

(10) Release. substitution or sale of property securing repayment of the securities:
and

{11)  Rating changes.

The foregoing eleven (11) events are quoted from the Rule. No liquidity facility has been
obtained with respect to the Bonds. No mandatory redemption shall be deemed a Material Event.

(b) Whenever the City concludes that a Matenal Event has occurred, the Disclosure
Representative shall promptly notify the Dissemination Agent in writing of such occurrence,
specifving the Material Event. Such notice shall instruct the Dissemination Agent to file a notice
of such accurrence with each Repository or the MSRB and the State Information Depository, if any.
Upon receipt. the Dissemination Agent shall promptly file such notice with each Repository or the
MSRB and the State Information Depository, if any. In addition. the Dissemination Agent shall
promptly file with the each Repository or the MSRB and the State Information Depository, if anv.
notice of any failure by the Citv or the Dissemination Agent to timely file the Annual Financial
Information as provided in Section 3 hereof. including. any failure by the City or the Dissemination
Agent to provide the Annuva) Financial Information on or before the date specified in Section 3(a)
hereof. Anv filing with each Repository or the MSRB and the State Information Depositary. if any.,
shall be accompanied by the form annexed hereto as Appendix "C™ and made a part hereof.

(c) Notwithstanding the forepoing. the Dissemination Agent shall. prompily afier
obtaining actual knowledge of an event listed in clauses (2) (1). (3). (). (5). (8). or {a) (9) o this
Section 4. notifv the Disclosure Representative of the occurrence of such event and shall. within
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three (3) Business Days of giving notice to the Disclosure Representative, file notice of such
occurrence with the MSRB and the State Information Depository, if any, uniess the Disclosure
Representative gives the Dissemination Agent written instructions not to file such notice because
the event has not occurred or the event is not material within the meaning of the Rule,

(d) The Dissemination Agent shall prepare an affidavit of mailing for each notice
delivered pursuant to clauses (b) and (c) of this Section 4 and shall deliver such affidavit to the C1ty
no later than three (3) Business Days following the date of delivery of such notice.

(e) The Dissemination Agent shall request the return from each Repository, the MSRB
and the State Information Depository, if any, of written acknowledgment or recetpt of any notice
«delivered to each Repository, the MSRB and the State Information Depository, if any. Upon the
return of al} completed acknowledgments of a notice, the Dissemination Agen: shall prepare an
affidavit of receipt specifying the date and hour of receipt of such notice by each recipient to the
extent such information has been provided to the Dissemination Agent. Such affidavit of receipt
shall be delivered to the City no later than three (3} Business Days following the date of receipt by
the Dissemination Agent of the last completed acknowledgment.

Section 5. Amendment; Waiver.

(a) Notwithstanding any other provision of this Disclosure Agreement. the City and the
Dissemination Agent may amend the Disclosure Agreement or waive any of the provisions hereof,
provided that no such amendment or watver shall be executed by the parties hereto or effective

unless:

g

(1) the amendment or waiver is made in wriling and in connection with a change
in circumstances that arises from a change in legal requirements, change in law or change in identity,
nature or status of the City or the governmental operations conducted by the City;

(i1) the Disclosure Agreement, as amended by the amendment or waiver, would
‘have been the written undertaking contemplated by the Rule at the time of original issuance of the
Bonds. after taking into account any amendments or interpretations of the Rule, as well as any
change in circumstances; and '

(iii)  the amendment or waiver does not materially impair the imerests of the
Registered Owners of the Bonds.

(b) Evidence of compliance with the conditions set forth in clause (a) of this Section 5
shall be satisfied by the delivery to the Dissemination Agent of an opinion of counsel having
recopnized experience and skill in the issuance of municipal securities and federal securities law,
acceptable 1o both the City and the Dissemination Agent. to the effect that the amendment or waiver
satisfies the conditions set forth in clauses {(a)(i). (1i). and (111} of this Section 3.

(c) Notice of any amendment or waiver containing an explanation of the reasons therefor
shall be given by the Disclosure Representative to the Dissemination Agent upon execution of the



amendment or waiver and the Dissemination Agent shali promptly file such notice with each
Repository. the MSRB and the State Information Depository. if any. The Dissemination Agent shall
also send notice of the amenament or waiver o each Registered Owner, including owners of book-
entry credits in the Bonds who have filed their names and addresses with the Fiscal Agent.

Section 6. Other Information; Duties Under the Fiscal Agent Agreement, the Sixteenth
Series Ordinance or the Second Series Ordinance.

(a) Nothing in this Disclosure Agreement shall preclude the City from disseminating any
other information with respect to the City or the Bonds. using the means of communication provided
in this Disclosure Agreement or otherwise, in addition 10 the Annual Financial Information and the
notices of Material Events specifically provided for herein, nor shall the City be relieved of
complying with any applicable law relating to the availability and inspection of public records. Any
election by the City to furnish any information not specifically provided for herein in any notice
given pursuantto this Disclosure Agreement or by the means of communication provided for herein
shall not be deemed to be an additional contractual undertaking and the City shall have no obligation
1o furnish such information in any subsequent notice or by the same means of communication.

(b) Nothing in this Disclosure Agreement shall relieve the Dissemination Agent
of any of its duties and obligations under the Fiscal Apent Agreement. the Sixteenth Sertes

Ordinance or the Second Series Qrdinance.

(c) Except as expressly set forth in this Disclosure Agreement. the Dissemination Agent
shall have no responsibility for any continuing disclosure 1o the Registered Owners. the MSRB. any

Repository or State Information Depository.

Section 7, Default.

(a} In the evem that the City or the Dissemination Agent fails 10 comply with anyv
provision of this Disclosure Agreement. any Registered Owner of the Bonds shall have the right, by
mandamus. suit, action or proceeding at law or in equily, to compe! the City or the Dissemination
Agent to perform each and every term, provision and covenant contained in this Disclosure
Agreement. The Dissemination Agent shall be under no obligation 10 take any action in respect of
any default hereunder uniess 1t has received the direction in writing 10 do so by the Registered
Owners of atleast 25% of the outsianding principal amount of the Bonds and if, in the Dissemination
Agent's opinion. such action may tend to involve expense or liability. unless it ts also fumished with

indemnity and security for expenses satisfactons 1o it.

(hy A default under the Disclosure Agreement shall not be or be deemed to be an Event
of Detault under the Bonds. the Sixteenth Series Ordinance. the Second Series Ordinance. the Act
or any other agreement related thereto and the sole remedy in the event of a failure of the City or the
Dissemination Agentio comply with the provisions hereof shall be the action to compel performance

described in Section 7(a) above.



Section 8. Concerning the Dissemination Agent.

(a) The Dissemination Agent accepts and agrees to perform the duties imposed on it by
this Disclosure Agreement. but only upon the terms and conditions set forth herein. The
Dissemination Agent shall have only such duties in 1is capacity as are specifically set forth in this
Disclosure Agreement. To the extent that the duties of First Union National Bank. as Dissemination
Agent under this Disclosure Agreement, conflict with its duties as Fiscal Agent, the duties of First
Union National Bank. as Fiscal Agent. shall take precedence. The Dissemination Agent may execute
any powers hereunder and perform any duties required of it through attorneys. agents, and other
experts, officers, or employees. selected by it. and the written advice of such counsel or other experts
shall be full and complete authorization and protection in respect of any action taken, suffered or
omitted by it hereunder in good faith and in reliance thereon. The Dissemination Agent shall not
be answerable for the default or misconduct of any attorney. agent. expert or employee selected by
it with reasonable care. The Dissemination Agent shall not be answerable for the exercise of any
discretion or power under this Disclosure Agreement or liable to the City or any other person for
actions taken heresunder, except for its own willful misconduct or negligence.

(b) The City shall pay the Dissemination Agent reasonable compensation for its services
hereunder. and also all its reasonable expenses and dishursements. including reasonable fees and
expenses of its counsel or other experts, as shall be agreed upon by the Dissemination Agent and
the City. Nothing in this Section 8(b) shall be deemed 10 constitute a waiver of governmental
immunity by the City. The provisions of this paragraph shall survive termination of this Disclosure
Agreement.

(c) The Dissemination Agent shall be protected and shall incur no liability for acting on
anyv resolution. notice. telegram, request, consent, waiver. certificate. statement, affidavit, or other
paper or document which it in good faith believes to be genuine and to have been passed or signed
by the proper persons or to have been prepared and fumished pursuant to any of the provisions of
this Disclosure Agreement; and the Dissemination Agent shall be under no duty to make any
investigation as 1o any statement contained in any such instrument. but may accept the same as
conclusive evidence of the accuracy of such statement in the absence of actual notice 10 the contrary.
The Dissemination Agent shall be under no obligation to institute any suit. or to take any proceeding
under this Disclosure Agreement. or to enter any appearance or in any way defend in any suit in
which it may be made a defendant. or to take any steps in the execution of the duties hereby created
or in the enforcement of any rights and powers hereunder. until it shall be indemnified by the
Repisiered Owners to its satisfaction against any and all costs and expenses. outlays and counsel fees
and expenses and other reasonable disbursements. and against all liability: the Dissemination Agent
nuts . nevertheless. begin suit or appear in and defend suit. or do anything else in its judgment proper
to be Jone by it as Dissemination Agent. without indemnity.

Scction 9, Term of Disclosure Agreement.

This Disclosure Agreement shall terminate upon (1) pavment or provision for paymentin full
ol the Bonds. or (2) repeal or rescission of Section (b)(3)of the Rule:or (3)a final determination that

Section (b 3y of the Rule is invalid or unenforceable.



Section 10.

This Disclosure Agreement shall inure solely to the benefit of the City, the Dissemination
Agent and the Registered Owners from time 1o time of the Bonds and nothing herein contained shall

Beneficiaries.

confer any right upon any other person.

Section 11.

Any written notice 10 or demand may be served, presented or made 10 the persons named
pelow and shall be sufficiently given or filed for all purposes of this Disclosure Agreement if
deposited in the United States mail. first class postage prepaid or in a recognized form of overnight

maii or by 1elecopy with confirmation of receipt, addressed:

{ai

(b)

To the Dissemination Agent at:

First Union National Bank

123 South Broad Street

Philadelphia. Pa. 19109-1199

Attention: Corporate Trust Administration
Telecopy No. : (215) 985-7290

To the City or the Disclosure Representative at:

City of Philadelphia

Office of the Director of Finance
Municipal Services Building
1401 J.F. K. Boulevard
Philadelphia. PA 19102
Antention: Director of Finance
Fax: (215) 568-1947: or

City of Philadelphia

Office of the City Treasurer
Municipal Services Building

1401 J.F.K. Boulevard
Philadelphia. PA 19102
Attention: City Treasurer -
Fax: (213)686-3813



() To the MSRB at:

Municipal Securities Rulemaking Board
1640 King Street. Suite 300
Alexandria, VA 22314.2719
Auention: CDI

Fax: (705) 683-1930

. or such other addresses as may be designated in writing 1o all parties hereto.

Section 12. No Personal Recourse.

No personal recourse shall be had for any claim based on this Disclosure Agreement against
any member. officer. or emplovee. past. present or fuiure. of the City (including without limitation.
the Disclosure Representative). or of any successor body as such. either directly or through the City
or any such successor body. under any constitutional provision. statute or rule of law or by the
enforcement of anyv assessment or penalty or otherwise.

Section 13,  Controlling Law.

The laws of the Commonwealth of Pennsylvania shall govern the construction and
interpretation of this Disclosure Agreement.

Section 14 Removal and Resignation of the Dissemination Agent.

The provisions of Section 7.09 of the Fiscal Agent Agreement shall govern the removal or
resignation of the Dissemination Agent and are hereby incorporated by this reference as if set forth

at length.

Section 15 Successors and Assigns.

All of the covenants, promises and agreements contained in this Disclosure Agreement by
ar on behalf of the City or by or on behalf of the Dissemination Agent shall bind and inure 1o the
benefit ol their respective successors and assigns. whether so expressed or not.

section 16, Headines for Convenience Only.

The descriptive headings in this Disclosure Agreement are inserted for convenience of
reterenee onh and shall not control or affect the meaning or construction of any of the provisions

hereot
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Section 17. Counterparts.

This Disclosure Agreement may be executed in any number of counterparts. each of which
when so executed and delivered shall be an original. but such counterparts shall together constitute
but one and the same instrument. -

Section 18.  Entire Agreement.

This Disclosure Agreement sets forth the entire understanding and agreement of the City and
the Dissemination Agent with respect 10 the matters herein contemplated and no modification or
amendment of or supplement to this Disclosure Agreement shall be valid or effective unless the same

is in writing and signed by the parties hereto.
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IN WITNESS WHEREOF, THE CITY OF PHILADELPHIA, PENNSYLVANIA, has
caused this Disclosure Agreement to be executed by th. Director of Finance and First Union
National Bank. as Dissemination Agent, has caused this Disclosure Agreement to be executed by
one of its duly authorized officers, all as of the day and year first above written.

THE CITY OF PHILADELPHIA,
PENNSYLVANIA

By:

Director of Finance

FIRST UNION NATIONAL BANK.
as Dissemination Agenit

By:

Authorized Officer




APPENDIX "A"

1. Commencing with the fiscal year ending June 30, 1999. a copy of the Comprehensive
Annual Financial Repont ("CAFR"). which contains the audited combined financial statements of
the City. prepared by the office of the Director of Finance of the City in conformance with guidelines
adopted by the Governmental Accounting Standards Board and the American Institute of Certified
Public Accountants™ audit guide. Audits of State and Local Government Units; and

2. Commencing with the fiscal vear ending August 31. 1999, to the extent such

information is not contained in the CAFR, an update of the information in Appendix A - Financial
Statements for PGW for Fisc: " ‘ears ended August 31. 1998 and 1997 of the Official Staternent.



APPENDIX "B"

Repositories

Any information to be provided to the Repositories pursuant to this Disclosure Agreement
shall be sent via United States mail, first class postage prepaid, or a recognized form of overnight
mail or electronic mail deliverv to each of the Repositories. The names and addresses of the
Repositories designated as such as of the date hereof are as follows:

Bloomberg Municipal Repositories
P.O. Box 840

Princeton, NJ 08542-0840

Phone: (609) 279-3225

Fax: (609) 279-5962

E-mail: Munis@Bloomberg.com

DPC Daia. Inc.

One Executive Drive
Fort Lee. 0702

Phone: (201) 446-0701
Fax: (201)947-0107

Kenny Information Systems, Inc.
65 Broadway - 16" Floor

New York. NY 10006

Attn: Kenny Repository Service
Phone: (212) 770-4595

Fax: (212) 797-79%4

Thomson NRMSIR

Ann: Municipal Disclosure

395 Hudson Street. 3™ Floor

New York. NY 10004

Phone: (212) 807-5001

or (800) 689-8466

Fax: (212)989-2078 -
E-mail: Disclosure-a Muller.com



APPENDIX "C"

MUNICIPAL SECONDARY MARKET DISCLOSURE
INFORMATION COVER SHEET

This cover sheet and material event notice should be sent to the Municipal Securities Rulemaking Board,
Nationally Recognized Municipal Securities Information Repositories, and the State Information Depository.,
if applicable, pursuant to Securities and Exchange Commission Rule 15¢2-12 or any analogous state statute.

Issuer's and/or Other Obligated Person’s Name:
CUSIP Numbers (attach additional sheet if necessary):

Nine-Digit CUSIP Number(s) to which this material event notice reiates:

Information relates to all securities issued by lssuer having the following six-digit numbers:

Number of pages of attached material event notice:

Description of Material Events Notice (Check One)

1.
2,

Principal and interest pavment delinquencies
Non-Pavment related defaults

3. Unscheduled draws on debt service reserves reflecting financial
difficulties

4, Unscheduled draws on credit enhancements reflecting financial
difficulties

5. Substitution of credit or liguidity providers. or their fatlure to
perform

6. Adverse tax opinions or events affecting the tax-exempt status
of the security

7. Modifications to rights of security holders

8. Bond calls

9. Defeasances .

10. Release, substitution. or sale of property securing repayment of
the security

1. Rating changes

12. Failure 10 provide annual financial information as required

13. Other material event notice (specifv)
*14, Financial information: Please check all appropriate answers:
CAFR {a) __includes! _ does not include Annual Financial

' information
(b)Y Audited? __ Yes__ No
Annual Financial Information: Audited? __ Yes ___ No

Operating Data
Fiscal Period Covered:

*Financial Information should not be {iled wiih the MSRB,



I hereby represent that | am authorized by the Issuer as an agent to distribute this information publicly:

Signature

Title:

Name:

Emplover:

Address:

Cits. State, Zip Code:

Voice Telephone Number ()

Piease print the material event notice attached to this cover sheet in 10-point type or larger.

The cover sheet and notice may be faxed to the MSRB at (703) 683-1930. Contact the MSRB at (202)
-9503 with questions regarding this form or the dissemination of this notice.

e
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Appendix F

Text of Proposed Opinion of Co-Bond Counsel
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TEXT OF PROPOSED OPINION
OF CO-BOND COUNSEL

The City of Philadelphia. Pennsylvania
640 Municipal Services Building

i401 John F. Kennedy Boulevard
Philadelphia. PA 19102

Re: §62.315.000 City of Philadelphia Gas Works Revenue
Bonds (1975 General Ordinance), Sixteenth Series and
$113.965,000 City of Philadelphia Gas Works Revenue
Bonds {1998 General Ordinance), Second Series

L.adies and Gentlemen:

We have acted as Co-Bond Counsel to The City of Philadelphia. Pennsy)vania (the
"Ciy") in connection with the issuance and sale by the City of $62.315.000 aggregate
principal amount of its Gas Works Revenue Bonds (1975 General Ordinance). Sixteenth
Series (the "Sixteenth Series Bonds") pursuant to The First Class City Revenue Bond Act
oi'the Commonwealth of Pennsvlvania. Act No. 234, approved October 8. 1972 (P.1.. 955)
(the "Act™). the City’s General Gas Works Revenue Bond Ordinance of 1973, approved Mayv
30. 1975, as amended (the “1975 General Ordinance”). and the Sixteenth Supplemental
Ordinance to the 1975 General Ordinance, approved May 31. 1999 (the “"Sixteenth
Supplemental Ordinance™) and the issuance and sale by the City of $113.965,000 aggregate
principal amount of its Gas Works Revenue Bonds (1998 General Ordinance). Second
Series {the “Second Series Bonds") pursuant to the Act, the City’s General Gas Works
Revenue Bond Ordinance of 1998. approved May 8. 1998 (the "1998 General Ordinance”).
and the Second Supplemental Ordinance to the 1998 General Ordinance. approved May 31.
1999 (the "Second Supplemental Ordinance”). The 1975 General Ordinance, the Sixteenth
Suppiemental Ordinance, the 1998 General Ordinance and the Second Supplemental
Ordinance are referred 10 herein collectively as the "Ordinances” and the Sixteenth Series
Bonds and the Second Series Bonds are referred to herein collectively as the "Bonds."

The proceeds from the sale of the Sixteenth Series Bonds will be used to (i) refund
certain (Gas Works Revenue Bonds issued under the 1975 General Ordinance. (ii) pay the
costs of'issuance of'the Sixteenth Series Bonds and make any required deposit to the Sinking
I-und Resernve under the 1973 General Ordinance. and (ili) pay any other Project Cosls (as
defined in the Act) relating to the refunding of the prior bonds or the issuance of the

Sixteenth Series Bonds.
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The proceeds from the sale of the Second Series Bonds will be used to (i) pay the
costs of capital projects of the Philadelphia Gas Works (the "Gas Works"), (1i) pay the costs
of issuance of the Second Series Bonds and make any required deposit to the Sinking Fund
Reserve under the 1998 General Ordinance, and (i) pay any other Project Costs {as defined
i the Act).

In our capacity as Co-Bond Counsel to the City. we have examined such statutes
of the Commonwealth of Pennsylvania and such ordinances of the City and proceedings
" relating thereto as we have deemed necessary 10 enable us to render the opinion set forth
below. We have also examined and relied upon the proceedings authorizing the issuance
of the Bonds and certain certifications, agreements (including an Arbitrage and Tax
Compliance Certificate intended to satisfy certain provisions of the Intemnal Revenue Code
of 1986. as amended (the "Code"). and applicable Treasury Regulations). affidavis. receipts
and other documents, including specimen Bonds. which we have considered relevant. We
have also relied on the Fiscal Agent's certification as to its execution of the Bonds.

In rendering the opinion set forth below. we have relied upon the genuineness,
authenticity. truthfulness and completeness of all documents, records and other instruments
we have examined and the genuineness of all signatures.- We have not undertaken to verifv
the factual matters set forth therein by independent investigation. Except as set forth in
paragraphs 4 and 5 below. our opinion is given only with respect 1o the laws of the
Commonwealth of‘Pennsvivania as enacted and construed on the date hereof.

On the basis ofthe foregoing and subject to the qualifications hereinafier stated. we
~ are of the opinion, under existing law, that:

1. The City has the power to perform its obligations under the Ordinances and
to issue and sell the Bonds. )

2 All conditions precedent to the issuance of the Bonds pursuant to the Act and

the Ordinances have been satisfied, and the purposes for which the Bonds have been issued
are permitted purposes under the Act and the respective Ordinances.

3. The Bonds have been duly authorized. executed. issued and delivered by the
Citv and are the legal. valid and binding limited obligations of the City. enforceable in

accordance with their terms.

4. Interest on the Bonds is excluded from gross income for federal income tax
purposes. The opinion set forth in the preceding sentence is subject to the condition that the
Citv complies with all requirements of the Code that must be satisfied subsequent to the
issuance of the Bonds in order that interest thereon be (or continue to be) excluded from
aross income for federal income tax purposes. Failure to comply with certain of such
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requirements could cause the interest on the Bonds to be so included in gross income
retroactive 1o the date of issuance of the Bonds. The City has covenanted to comply with
all such requirements.

3. Interest on the Bonds is not an item of tax preference for purposes of the
federal alternative minimum tax imposed on individuals and corporations; however. it
should be noted that with respect to certain corporations (as defined for federal income tax
purposes) such interest is taken into account in determining adjusted current earnings for the
purpose of computing the alternative minimum tax imposed on such corporations.

6. Under the laws of the Commonwealth of Pennsylvania. the interest on the
Bonds is exempt from Pennsyvlvania personal income tax and from Pennsylvania corporate
net income tax. and the Bonds are exemnpt from personal property taxes in Pennsvivania.

With respect to the foregoing, it is 1o be understood that the rights of the holders of
the Bonds and the enforceability of the Bonds may be subject to bankruptey, insolvency.
reorganization, moratorium and other similar laws affecting creditors' rights generally or
equitable principles, whether considered in a proceeding at law or in equity.

We express no opinion as to any matter not set forth herein. including federal or
stale tax consequences arising with respect to the Bonds other than as expressed in
paragraphs 4. 5 and 6 above, or as to the accuracy. adequacy or completeness of the Official
Statement prepared with respect to the Bonds. and we make no representation that we have
independently verified the contents of such Official Statement.

We call 10 vour attention that the Sixteenth Series Bonds are limited obligations of
the Citv. pavable only out of Project Revenues (as defined in the 1975 General Ordinance)
and moneys which may be available therefor in the Sinking Fund under the 1975 General
Ordinance. including the Sinking Fund Reserve therein. and that the Second Series Bonds
are limited obligations of the City. payable only out of the Gas Works Revenues (as defined
in the 1998 General Ordinance) and moneys which may be available therefor in the Sinking
Fund under the 1998 General Ordinance, including the Sinking Fund Reserve therein, and
‘that neither the credit nor taxing power of the City is pledged for the pavment of the
principal of or interest on the Bonds. The Sixteenth Series Bonds and the Second Series
Bonds do not create a charge against the tax or general revenues of the City or any property
of the City other than the Project Revenues and Gas Works Revenues. respectively. and
amounts available therefor in the Sinking Fund under the 1975 General Ordinance and the
Sinking Fund under the 1998 General Ordinance. respectively.

This opinion is given as of the date hereof. and we assume no obligation to update

or supplement this opinion to reflect apy facts or circumstances which may hereafier come
10 our attention or anv changes in laws which may hereafier occur.
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Appendix G

Specimen Municipal Bond Insurance Policy
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y FINANCIAL MUNICIPAL BOND

B  ASSURANCEs INSURANCE POLICY
ISGUER: City of Philadelphia, Pennsylvania Policy No.: 25306-N
BONDS: 862,315,000 in aggregate principal amount of Efiective Date: June 23. 1999
Gas Works Revenue Bonds (1975 General Premium:
Ordinance), Sixteenth Series dated June 1, remium: $520.675.59
1999

FINANCIAL SECURITY ASSURANCE INC. (“Financial Security”), for consideration received,
hereby UNCONDITIONALLY AND IRREVOCABLY agrees to pay 1o the trustee (the "Trustee”) or paying
agent (the "Paying Agent"} (as set forth in the documentation providing for the issuance of and securing
the Bonds) for the Bonds. for the benefit of the Owners or, at the election of Financial Secusity, direcily 1o
each Owner, subject only to the terms of this Policy (which includes each endorsemer.herete); that
portion of the principal ol and interest on the Bonds that shall become Dus far Paymem but, shall be
unpaid by reason of Nonpayment by the lssuer. = .

On the later of the day on which such principal and interest becomes Due for Payment or the ~
Business Day nex! following the Business Day on which Financial Security shall have received Notice of
Nonpayment, Financial Security will disburse 1o or tor the benefit of each Owner of a Bond the face
amourt of principal of and interest on the Bond that is then Due for Payment but is then unpaid by reason-
of Nonpayment by the Issuer, but only upon receipt by Financial Security, in-a form reasonably:.
satisfactory 10 i, of (a) evidence of the Owner's right to receive payment of the principal or interest then
Due for Payment and (b} evidence. including any appropriate instruments of assignment, that all of the
Owners rights with respect 10 payment of such principal or interest that is Due for Payment shall
thereupon vest in Financial Security. A Notice of Nonpayment will be deemed received on a given
Business Day if it is received prior to 1:00 p.m. (New York time) on such Business Day; otherwise, it wilt
be deemed received on the next Business Day. I any Notice of Nonpayment received by Financial
Security is incomplete, it shall be deemed not to have been received by Financial Security for purposes of
the preceding sentence and Financial Security shall promptly so advise the Trustee, Paying Agent or
Owner, as appropriate, who may submit an amended Notice of Nonpayment.. Upon disbursement in
respect ol a Bond, Financial Security shall become the owner of the'Bond, any appurienant coupon 1o the
Bond or right to receipt of payment of principal of or interest on the Bond and shall be fully subrogated tof_' "
the rights of the Owner, including the Owner's right to receive payments under the Bond, to the extert of -
any payment by Financial Security hereunder. . Payment by Financial Security to the . Trustee or Payingy .
-Agent for the benefit of the Owners shaH to-the extent. thereof, dlscharge the obltgatlon of Fmancsal :
Securny under this Policy. . . .

Except to the extent expressly maodified by an endorsement hereto, the- followmg terms shall-
have the meanings specified for all purposes of this Policy. "Business Day" means any day other than ' :
{a) a Saturday or Sunday or-(b) a day on which banking institutions in the: State of New York.of the
Insurer's Fiscal Agent are authorized or required by law or executive order to remain closed. "Due for
Payment” means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof: -
or the date on whichy the same shall have been- duly called for mandatory sinking; fund redemption and’_ -
does not refer. to any earlier-date on which payment is due by reason-of call-for redemption (other than by
mandatory sinking fund redempilon) acceleration or other advancement of maturity unless Financial; |
) Secumy shall elect, in its scle discretion; lo pay such principal due upon such acceleration together with
* any accrued interest to the date of acceleration and {b) when refemng to interesk-on a. Bond, payable.on
" the staled date for payment of interest.. "Nonpayment' means, in respact of a Bond the-failure- of the
. Issuer to-have provided sulficient funds to the Trustee or, if there is no-Trustee, to the Paying Agent for
payment in full of all principal and interest that is Due for Payment on such Bond:. "Nonpayment” shall
also includse, in respect 'of a Bond, any payment of principal or interest that is. Due-for Payment made to

an Owner.by or on.behalf of the Issuer. which has.been recovered from such Owner. pursuant o the
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United States Bankruptey Code by a trustee: in bankruptcy in accordance with a final. nonappealable
order of a court having competent jurisdiction. "Notice* means telephonic or telecopied notice,
subseguently confirmed in a signed wiiting, or written notice by. registered or cenified mail, from an
Owner, the Trustee or the Paying Agent to Financial Security which notice shall specify (a) the person o1
entity making the claim, (b) the Policy Number, {c} the claimed amount and (d} the dale such claimed
amount became Due for Payment.. "Owner" means, in respect of a Bond, the person or entity who, at the
time of Nonpayment, is entitted under the terms of such Bond to payment thereof, except that "Owner*
shall not include the issuer or any person or entity whose direct or indirect obligation constitutes the

underlying security for the Bonds.

_ Financial Security may appoint a fiscal agent (the “Insurer's Fiscal Agent") for purposes of this
Policy by giving wiitten notice to the Trustee and the Paying: Agent specifying the name and notice
address of the Insurer's Fiscal Agent. - From and after the date of .receipt of such notice by the Trustee:,
and the Paying Agent, (a) copies of all notices required 1o be. delivered to Financial Security pursuant to
this Policy shall be simultanecusly delivered to the Insurer's Fiscal Agent and to Financial Security and
shall-not be deemed received until received by both and (b) all payments required to be made. by
Financial Security under this Policy may be made diractly by Financial Security or by.the Insurer's Fiscal .
Agent.on behalf of Financial Security. The Insurer's Fiscal Agent is the.agent of Financial Security. only S
and the Insurer's Fiscal Agent shall in no evenl be liable to any Owner for any act of the Insurer's Fiscal -
Agent or any failure of Financial Security to deposit or cause to be deposited suificient funds to, make" w
payments dus under this Policy. . STV AR

, To the fullest extent permitted by applicable taw, Financial Security. agrees not lo assert, and:’ S
hereby waives, only'for the benefit of each Owner, all rights {whether .by colnterclaim,~ setotf orf - i
otherwise) .and defenses (including, without limitation, the - defense of fraud),- whether acquired IS'y'.:- ot
subrogation; assignment or otherwise, to the extent that such rights and defenses may be available to, -~
Findncial Security to avoid payment of its obligations under this Policy in accordance with the express
-provisions.of this Policy: ) - : T LT S

. This Poticy sets forth in full the undertaking of Financial Security, and-shall: not be modified;
‘altered or affected by any other agreement or instrument, including any modification or amendment”™”
thereto. Except to the extent. expressly, modilied by an endorsement hereto,. (a) any premium paid in
respect of this Policy is nonrefundable for any reason whatsoever, including payment;, or-provision being
“made for payment,-of the Bonds prior to maturity and (b) this.Policy, may nol:be canceled or.revokediy
THIS POLICY IS NOT COVERED. BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND
PECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW. o L

Lo i ditness whereof, FINANCIAL SECURITY ASSURANCE INC. as cause _
.. executed on its behalf.by its Authorized Officer. * ., ¢ "5t T el F T
PR - ST EINANCIAL SECURITY. ASSURANCEING: -,

ol . a . : T Yy

", Authorized:Officer -’

A dubsidiary of Financial Sécurity Assurance Holdings Ltd:
350, Park Avenue, New York, N.Y. 10022-6022° -~ .57

Form S00NY (5/90)
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BT  ASSURANCEs INSURANCE POLICY

: K IéSUER: City of Philadelphia, Pennsylvania Policy No.: 25311-N

BONDS: §113,965,000 in aggregate principal amount of Effective Date: June 23. 1999
(Gas Works Revenue Bonds, {1998 General Premium: $1,241,564.02
Ordinance), Second Series dated June 1, 1999 ' ‘

FINANCIAL SECURITY ASSURANCE INC. ("Financial Security"), for consideration received,
hereby UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trustee {the."Trustee") or paying
agent (the *Paying Agent") (as set forth in the documentation providing for the issuance of and securing
the Bonds) for the Bonds, for the benefit of the Owners or; at the election of Financial Security, directly to
each Owner, subject only to the terms of this Policy (which includes each endorsement hereto), that
portion of the. principal of and interest on the Bonds that shall become Due for Payment but shail. be
unpald by reason of Nonpayment by the Issuer. - . .

L On the later of the day on which such princigal and interest becomes Due for Paymen! or'the. .
" Business Day next lollowing the Business Day on which Financial Security. shall have received Notice of
Nonpayment, Financial Security will disburse to or for the benefit of each Owner of a Bond the face :
amount of principal of and interest on the Bond that is then Due for Payment but is then unpaid by reason
of Nonpayment by the Issuer, but only upon receipt by Financial Security, in"a form. reasonably:
" satisfactory o it, of (a) evidence of the Owner's right to receive payment of the principal or:interest then:’
Due for Payment and (b} evidence, including any appropriate instruments of assignment, that all of the-
Owner's rights with respect.to payment of such principal or interest that is Due for Payment shall
thereupon vest in Financial Securrty A Notice of Nonpayment will be deemed receivedton a given
" Business Day if it is received prior to 100 p.m. (New York time) on such Buginess Day, otherwise, it will
- be deemed received on.the next Business Day. If any Notice of Nonpayment received-by Financial
Secunly is incomplele, it shall be deemed not to have been received by Financial Secumy for purposes of. .
“the preceding sentence and Financial Security shall promptly so advise the Trustee, Paying Agent or
Owner. as appropriate, who' may submit an amended Notice of Nonpayment.- Upon disbursement in
respect of a Bond, Financial Security ‘shall become the owner of the Bond, any appurtenant coupon to the
. Bond or right to receipt of payment of principal-of or interest on the Bond and shall be fully subregatéd to .
the.rights of the Owner, including the Owner's:right-to receive payments under the Bond, to the extent of
1, IR any payment by Financial Security hereunder. Payment.by Financial Secunty to the Trustee-or Paying:
N . Agent for the benefit of the Owners: shall to the ex!ent thereol d|scharge the obllgatlon oft Fmanc:al
‘ e Secunty under this Policy. - ‘a- ST L i ST LT

S o
L. . -

) Except to the extem expressly méditied. by an endorsement hereto the fol!ownng terms shall
‘have the meanings specified for all purposes of this Policy. "Business Day" means any. day other than-
(a} a Saturday or Sunday or (b) a day on which banking institutions in-the State of New York or the -
Insurer's Fiscal Agent are aulhorized or required by law or executive order to.remain closed. “Due for

X ; - . . Payment” means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof
7 . " * :or the date on.which the same shall have been duly ‘called for mandatory sinking fund’ redemption‘and, .-
o : does not refer to any earlier date on which payment is due by reason of call for redemption (other than by S

mandatory sinking fund redemption), acceleration or other advancement-of maturity unless Financial’ © ..
D Secunty shal} elect, in its sole discretion, o pay such principal due upon such acceleration together withs: -

1 - . any'accrued-interest to the date of acceleration and (b) when referring to interest on a Bond, payable on

| . the stated date for payment of interest. | "Nonpayment’ means, in respect of a Bond, the lailure of the

y: - Issuer 1o have provided sulficient funds to the Trustee or, if there is no Trustee, to the Paymg Agent for MR

. - payment in full of all principal and interest that is Due for Paymemnt on such Bend., "Nonpayment” shall.. o

[ § +"also include, in respect of a Bond, any payment of principal or interest that is Due for Payment made to" -

an Owner by or on behalf of the Issuer, which has been recovered from such Owner pursuant to the
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" made ior payment,-of the Bonds prior to maturity and {b) this Policy may not-be canceied:or. reveked::: ; -

<" In wilness whereof. FINANCIAL SECURITY ASSURANCE INC. has cause
" --executed on its behalf by its Authorized Officer, L N N ST

. 7¥ A subsidiary of Financial Seciirity, Assurance Holdings Lid:
- 350.Park Avenue, New York, N.Y. 10022:6022- ",
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United States Bankruptcy Code by a trustee in bankruptey in accordance with a final, nonappealable

order of a court having competent jurisdiction. “Notice" means telephonic or telecopied notice, .
subsequently confirmed in a signed writing, or written notice by registered or certified mail, from an -
Owner. the Truslee or the Paying Agent to Financial Security which notice shall specify (a) the person or

entity making the claim, (b} the Poficy Number, (¢) the claimed amount and {d) the date such claimed:
amount became Due for Payment. “Owner’ means, in respect of a Bond, the person or entity who, at the

lime of Nonpayment, is entitled under the terms of such Bond to payment thereof, except that "Ownar"

shall not include the Issuer or any person or entity whose direct or indirect obligation constitutes the

underlying security for the Bonds. T

Financial Security may appoint a fiscal agent {the "Insurer's Fiscal Agent") for purposes.af this
Policy by giving written notice to the Trustee and the Paying Agent specifying the name.and notice
address of the Insurer's Fiscal Agent. From and after the daie of receipt of such netice by the Trustee
and the Paying Agent, (a} copies of all notices required to be defivered to Financial Security pursuant to
this Policy shall be simultanecusly delivered to the Insurer's Fiscal Agent and to Financial Security and.
shall not be deemed received until received by both and {b} all payments required to be made by
Financial Security under this Policy may be mades directly by Financial Security or by the Insurer's Fiscal
Agent on behalf of Financial Security. The Insurer's Fiscal Agent is the agent of Financial Secutity.only ..
and the insurer's Fiscal Agent shall in no event be liable to any Owner for any act of the;Insurer'é_,ﬁisqal;;__. :
Agent or any tailure of Financial Security to deposit or cause 1o be deposited sufficient funds 1o-make™”™
payments due under this Folicy. C L L

) To the fullesl extent permitted by applicable law, Financial Security agrees.not’'to"assert; and
hereby waives, only for the benefit of each Owner, all rights {whether By counterclaim; seloff or
otherwise) and defenses (including, without limitation, the defense of fraud)," whether acquired by .
subrogation, assignment or otherwise, to the extent that such rights and defenses may beavailable to
Financial Security to avoid payment of its obligations under this Policy in accordance with the express’

provisions of this Policy, © . .

. This Poficy sets forth in full the undertaking of Financial Security, and shall'not be modified,.

altered or affecled by any other agreement or instrument, including any modification or ‘amendment ~*"
thereto. Except to the extent expressly. modified by an endorsement hereto, {(a) any- premium paid in
respect of this Policy is nenrefundahle for any reason whatsoever, inciuding payment,. or provision being

THIS POLICY IS NOT CQVERED BY THE PROPERTY/CASUALTY INSURANCE. SECUR!T_‘_!' FUND

SPECIFIED IN ARTICLE 76 OF THE'NEW YORK INSURANCE LAW: i+ .
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Independent Consultant’s Report
for |
Philadelphia Gas Works

Gas Works Revenue Bonds,
(1998 General Ordinance), Second Series
and
Gas Works Revenue Bonds,
(1975 General Ordinance), Sixteenth Series

“May, 1999

4. Stone & Webster Management Consultants, Inc.




\Stone &Webster

Founded 1888

May 6, 1999

Honorable Ben Hayllar

Director of Finance -
Ciry of Phifadelphia

1401 John F. Kennedy Boulevard

1330 Municipal Services Building

Philadelphia, Pennsylvania 19102

Subject: Independent Consultant's Report
City of Philadelphia, Pennsylvania
. Gas Works Revenue Bonds (1998 General Ordinance), Second Series and
Gas Works Revenue Bonds (1975 General Ordinance), Sixteenth Series

Dear Mr. Hayllar:

The attached report contains the findings and conclusions of Stone & Webster Management Consultants, Ine., (Stone
& Webster) with respect to the issuance of up 1o $115,000,000 of Gas Works Revenue Bonds (1998 General
Ordinance), Second Series (the “Second Series Bonds™) and up 1o 580,000,000 of Gas Works Revenue Bonds (1975
General Ordinance) Sixteenth Series (the * Sixieenth Series Bonds™) (collectively the “Bonds™),

The Second Series of Bonds are being issued in order to fund 2 portion of the Philadelphia Gas Works' (PGW) capital
improvement program, fund a sinking fund reserve and pay the costs of issuance. These Bonds will constitute the
second deb! issued under the 1998 General Ordinance. The Sixteenth Series Bonds are being issued 1o refund all or a
portion of the City’s outstanding Gas Works Revenue Bonds, Eleventh Series C and Fourteenth Series as well as fund
a sinking fund reserve and pay costs of issuance. These Bonds wilf be issued under the 1975 General Ordinance.

Stone & Webster has broad experience in the technical and financial analysis of the operation of a gas distribution
system of the magnitude and scope of PGW and has a favorable repwation for competence in such field and is
gualified 10 do such work (see Appendix for Stone & Websier gualifications).

SCOPE OF WORK

Stone & Webster has prepared a detailed report including historic and forecast schedules. The basis for the report is
our review of PGW's operations, facilitie-, and its customer, sales, and financial forecasts. As the basis for our
report, we have conducted an independent investigation of such physical properties and books and records that we
deemed necessary in order to make the findings and conclusions contained herein. The report also provides an
assessment of the condition of the physical plant including PGW's existing production, storage and distribution
facilities, among others, based upon on-site inspections of facilities. [t reviews and evaluates existing and planned
natural gas transport and supply contracts with respect to velumes of gas to be delivered and evaluates the adequacy
of present inventory, current and furure gas supplies, pipeline transporiation

Stone & Websier Managemeni Consultants, Inc.

One Penn Plaza, 250 W, 34th Street
New York, New York 10119.2988
Phone: 212.290.7000

Fax: 212.290.7033
www.stoneweb.com




capacity, and supplemental gas production capabilities. Furthermore, an evaluation and description of PGW's capital
improvement program for fiscal vears 1999 through 2005 is addressed with the objective of judging the consistency
and reasonableness of the major replacements and improvements which will be made 1o the gas system.

The report provides an overview of PGW's long-term capital program and an assessmemnt of the regulatory and rate
setting environment under which the imposition and collection of raies and charges will occur. This financial
assessment, based on PGW's 1999 through 2005 financial forecast, is structured (¢ permir the reader to make an
estimate of PGW's abiliry 10 meet the current and future costs of operation and maintenance, as well as its ability to
meet debi service coverage tests and other bond covenants set forth in the legislation which governs debt financing.

FINDINGS AND CONCLUSIONS

Detailed findings and conclusions are contained in the amached report; however, subject 10 such findings and
conclusions, the following points summarize Stone & Webster's key opinions relevant to issuance of the Bonds:

Operations

e PGW is a competently managed and operated gas diswribution utility. PGW and Its facilities are organized,
operated and maimtained at a level equal 10 or in excess of regulatory requirements and generally accepted
industry practices. Based upon our investigation, we believe PGW s facilities are in good operating condition.

Finance -

e Based on our investigation and evaluation of financial forecast information covering the period 1999 through
2005, and on the basis of actual and estimated future annual financial operations of PGW's facilities and
certain assumptions with respect thereto over the amortization period of either the Second Series Bonds or the
Sixteenth Series Bonds, which assumptions we believe are reasonable, current and furure project revenues
which are pledged under the General Ordinances (hereinafier defined) comply with the requirements of the
definition of project revenues in Section 2 of The First Class City Revenue Bond Act (the "Act™) and, over
the amonrtization peried of the Bonds, will be adequate to meet all expenses of operation and maintenance,
repair and replacement, reserve fund deposits, debt service on the bonds issued under the General Ordinances
as the same shall become due and payable and the surplus requirements of the rate covenants contained in
Section 4.03(b) of the Ordinance of City Council approved May 30, 1975, Bill Number 1871, as amended
"(the "1975 General Ordinance™) and in Section 4.03(b) of the General Gas Works Revenuve Bond Ordinance
of 1998 (the “1998 General Ordinance™) (collectively the “General Ordinances™).

e The project revenues which are pledged as security for the bonds issued under the General Ordinances are
projected to be sufficient to comply with the rate covenants set forth in Section 4.03(b) of each of the General
Ordinances. The forecast projects an increase in the amount of $20 million of revenue enhancement in 2002
which continue thereafter. ‘These enhancements can be effected by either a general rate increase or from
equivalent savings in operating expenses or from a combination of both.

® The capital improvements included in this forecast which are needed w0 meet current budgeted and forecasted
results, 2000 through 2005, are premised on additional funds amounting to $75 million. It is anticipated that
this will be financed by a revenue bond placement in fiscal year 2003. It is assumed for purposes of this
report that alfl revenue bonds will be tax exempt and the 2003 bonds will be issued at an interest rate no
greaierthan 6.5%.

i
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Management

e Since October, 1998, there has been significant turnover in senior management. These positions have been
filled either on a temporary or permanent basis, except for the Chief Financial Officer whose functions have
been otherwise allocated.

Capital Expenditures

e The capital improvements proposed during the budget and forecast period, 2000 through 2005, will, along
with contineed good operation and maintenance practices, enable PGW to maintain its system in good
operating condition, Our review of present management praciices indicates that this is likely 10 continue,
provided the necessary capiral budgets of PGW are approved. (Detailed engineering quality assurance
inspections and testing were not performed. )

RFP Process

® In early 1999 the Philadelphia Facilities Management Corporation (“PFMC”) Board, a non-profit Pennsylvania
corporation incorporated by the City for the purpose of operating PGW, requested qualifications from and
initialed discussions with a large number of utilities to determine their interest and ability and the feasibility and
desirability of contracting out for ail or a portion of the management functions of PFMC. After an interview
and review process, PFMC has determined to proceed with a request for proposal (RFP) process to possibly
contract out only the gas management and supply function, PFMC has decided not 1o pursue an RFP for more
general management servicesat this time.

Gas Supplies

& (Contracted PGW gas supplies plus spot market purchases plus anticipated additional contracted supplies plus
supplemental gas capacities as well as the pipeline transport capacity to move these supplies to PGW are
adequate to meet PGW's forecast of demand on 2 day of maximum demand (a design peak day), or an hour
of maximum demand (2 design peak hour), and during a year of maximum demand (a design peak year). If
PGW's plans for outsourcing of supply services materialize, in Stone & Webster's opinion this would not
impact PGW's ability 10 continue to meet maximurm demands.

Sales

© The continuing decline in Philadelphia population (estimaied to have declined 9.4 % berween 1990 and 1998)
and loss of jobs (decline of 4.0% between 1980 and 1990}, if they continue, will eventually limit residential
customer growth. This assumption is included in PGW's forecast,

®  Fiscal year 1999 is uning out to be warmer than most vears. PGW's current estimate (based on actuai data
through February 1999 and six months of best projections based upon currently available information) is that
fiscal year 1999 will have 14.7% fewer degree days than an average year, decreasing expected firm sales for
the year.

1ii
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® PGW firm sales volumes over the forecast period (2000 to 2005) are expected to increase by 1.7 percent,
Interruptible sales volumes are forecasted to increase 21.6% over the Same period and transport sales are

projected to be fiat.

Legislation

® No change in current legislation has been factored into these forecasts, since bills pending in the
Pennsylvania state legislature concerning open access on distribution systems have not been enacied at the
date of this report and at such darte such bills do not apply to municipal utifities such as PGW,

The accompanying forecasts are based on assumptions of future events and should not be construed as a statement of
fact. These assumptions have been provided by or have been reviewed with and approved by PGW and are based on
present circumstances and information currently available. During this assignment, we analyzed such information as
was considered appropriate for use in evaluating the assumptions pertaining to the financial statement forecasts.
Based on current information, we believe that 1the assumptions are reasonable. These assumptions may be affected by
furure events and, therefore, the actual results that will be achieved may vary from the forecast.

Sincerely,

STONE & WEBSTER MANAGEMENT CONSULTANTS, INC.

AL

Edward A, McGe
Vice Presiden '
{Responsible Officer)

Lot b [t

Christopher A. Pioli
Executive Consultant
(Project Manager)

iv

i StoneaWebster




INDEPENDENT CONSULTANT'S
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INTRODUCTION

The Philadelphia Gas Works (“PGW™), a city owned gas distribution utility in the City of Philadelphia
(City), retained Stone & Webster Management Consultants, Inc. (“Stone & Webster™) to prepare this
report in connection with the issuance of up to $115,000,000 Gas Works Revenue Bonds (1998 General
Ordinance), Second Series (the “Second Series Bonds™) and up to $80,000,000 Gas Works Revenue
Bonds (1975 General Ordinance), Sixteenth Series (the “Sixteenth Series Bonds™). Stone & Webster
was asked to investigate, evaluate and state conclusions regarding:

» The adequacy of PGW gas supplies and their transport capacity on feeder pipelines;

+ The adequacy of current and future PGW revenues to meet operation and maintenance
expenses, reserve fund deposits, debt service on the Bonds, lease payments on certain leased
assets, and the rate covenant requirements of the General Ordinances rate covenants; and,

e The appropriateness of the capital improvements (being financed with the proceeds of the
Bonds as well as through leases and internally generated funds) to maintain the PGW system in
good operating condition.

The findings and conclusions regarding these issues are contained in this report. Historical and forecast
statistics and related figures are displayed in Figures 1-10, Tables 1-18 and Exhibits I-V! which are an
integral part of this report. This report also contains Stone & Webster's independent assessment of
PGW's organization, management, and overall strategic plan.

During the second quarter of 1999, a review and evaluation, based upon on-site inspections, was made
of production, storage, distribution and general plant facilities. The adequacy of gas supply and
transport resources to meet forecast requirements was determined. The capital improvements program
was evaluated as to the appropriateness of quantities and estimates of material and labor prices, and
justification of improvements and benefits to the gas physical system. An evalvation was also
conducted of the five major computer mainframe systems being purchased and customized during the
early years of the forecast, since they also represent a major portion of the capital program. Finally,
Stone & Webster assessed the regulatory and rate setting environment which was factored into a series
of pro-forma financial forecasts for purposes of analysis. This analysis permitted us 1o estimate PGW's
ability to meet the current and future costs of operations, maintenance and debt service coverage
requirements and other bond covenants set forth in the statutes which govern debt financing,.

Fiscal year 1999 is turning out to be warmer than most years. PGW’s most recent estimate (based on
six months of actual results through February and six months of projections based upon currently
available information is that the year will produce 3,925 degree days, a decrease of 14.7% from average
weather. On this basis a “Current Estimate” of operations and financial results was compiled and is
shown together with expectations for the budget and forecast years in most tables and exhibits at the
end of this report.

Major factors and key assumptions relative to the forecast are listed below and are discussed in more
detail in the report:

« Based on our financial analyses, continuing GCR (gas cost recovery) adjustments will be required
in order for PGW to meet the financial forecasts included herein and the terms of its bond
covenants.
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The forecast envisions an increase in the amount of $20 million in 2002 from either a general rate
increase or from savings in operating expenses or from a combination of both.

Capital Improvement Program - An additional revenue bond issue will be required to fund the
capital program in the year 2003. The revenue bond issue is assumed to be tax exempt and have no
greater than a 6.5% interest rate.

Legislation - No change in current legislation has been factored into these forecasts, since various
Commonwealth of Pennsylvania proposals concerning open access on distribution systems are still
unresolved and since there is no clear indication regarding which, if any, portions of such
legislation might apply to a municipal utility such as PGW. *

Accounts Receivable - The decline in Accounts Receivable observed over the five year period from
1994 through 1998 as a result of continuing and increasing emphasis on collections is assumed to
continue during the current year 1999 and the budget year 2000 before turning up slightly as
revenues increase in forecast years over the forecast period.

Information Technology - The aggressive effort to convert all five major business applications
during the past year is expected to lead to their implementation prior to the end of calendar 1999.
One of the five applications (Accounting and Finance) has been implemented. Should any of the
remaining applications not continue on schedule for implementation prior to the end of calendar
1999, contingency plans are in place to continue use of the prior application(s) and modify them to
assure operability through and beyond Year 2000,

2%



GENERAL

THE PHILADELPHIA GAS WORKS

The Philadelphia Gas Works consists of real and personal property, whether tangible or intangible,
owned by the City of Philadelphia, plus the organization and personnel necessary for the acquisition,
transport, delivery and saie of natural gas within the City.

In March 1835 a City Ordinance was passed authorizing private ownership and operation of a public
gas utility under trustee management. This Ordinance also contained an option clause permitting the
City to take ownership of PGW by issuing City bonds to the private stockholders. This option initiating
City ownership of PGW was exercised March 1, 1841, and has since been continuously in effect.
Manufactured gas production commenced February 8, 1836 and service was inaugurated February 10,
1836 10 46.gas lamps along Second Street. PGW thus has completed 163 years of service to the citizens
of Philadelphia. '

During its 163 years of existence, the operation and management of PGW has evolved to its present
configuration through a variety of arrangements. Initially it was managed by the private owners. In
1841, a Board of Trustees assumed management of PGW in accordance with an enabling City
Ordinance, This arrangement continued through April, 1887 when management and operation of PGW
was assumed by the City under the Director of Public Works. Serious financial and operating problems
led to replacement of this arrangement on November 12, 1897. At that time, the City, unable to sell
PGW, contracted with the United Gas Improvement Company (UG!), now UG! Corporation, for the
operation and management of PGW under authority granted by the City Charter. Operation and
management by UGI continued through December 31, 1972,

On January 1, 1973 the Philadelphia Facilities Management Corporation (“PFMC”), a not-for-profit
Pennsylvania corporation, was incorporated by the City for the specific purpose of operating PGW.
PFMC currently manages PGW in accordance with the original Agreement with the City dated
December 29, 1972 as subsequently amended (the “Agreement™).

Organization Function
City of Philadelphia Owns PGW property and establishes legisiation for PGW
: functioning.
The Gas Commission Established under the Philadeiphia Home Rule Charter,

and is responsible for overseeing operation of PGW by the
PFMC and is charged with regulating rates.

PFMC Provides executive management and operates PGW
facilities.
PGW Manages construction, operation and maintenance of the

gas system on a day-to-day basis.

The Agreement states that for the operation of PGW the PFMC shall provide:

[FF]



s A Chief Executive QOfficer,

+ A Chief Operating Officer,

= A Chief Financial Officer, and

+  Other personnel as deemed appropriate by PFMC.

All PFMC personnel are subject to the approval of the Philadelphia Gas Commission (the
“Commission”). The Commission consists of five members: the City Controller (or his designee), two
Mayoral appointees, and two City Council appointees. The Commission has the general responsibility
to oversee operation of PGW by PFMC and retains all powers not specifically granted to PFMC. In
addition, the Agreement specifies certain functions of the Commission, mainly:

«  Approval of PFMC personnel,

» Review and make recommendations regarding gas supply contracts for City Council approval,

» Approval of PGW's annual operating budget,

* Review and make recommendations regarding PGW capital budgets for City Council approval,

«  Approval of short-term loans,

« Power 1o establish procurement standards and to fix and regulate rates and charges for

supplying gas to customers other than the City and the Board of Educatjon, which will annually
produce revenues sufficient to:

- pay all operating and maintenance expenses of PGW and the interest and amortization
expense of its debt,

- pay $18,000,000 to the City each year and,
- provide such other funds as may be approved by the Gas Commission or City Council.

»~ Review and approval of all PGW real estate acquisitions, sales, or leases for submittal to City
‘ Council for approval by ordinance.

ORGANIZATION AND ADMINISTRATION

The current PGW organization, a typical line organization, is shown in Figure I. In preparing this study
interviews were conducted with a Board Member of PFMC and all of PGW's officers: Interim
President, Executive Vice President, Senior Vice President, and six of the eight Vice Presidents. We
also interviewed PGW’s Controller, and a number of its Managers and Directors. The interviews were
supplemented by review of PGW policies, practices, procedures and field observation of numerous
employees at various facilities performing their functions.- Based on these interviews, reviews and

observations, it is our opinion that PGW is suitably organized, managed, and operated by qualified
personnel.




Total PGW employment as of March 31, 1999 was 1,903, The Gas Works Employees' Union of
Philadelphia, Local #686, Service Employees' International Unit {an AFL-CIO affiliated union)
represents 1,521 employees. The Amalgamated Plant Guard Workers of America union contract
expired August 31, 1998 and was not renewed. These figures represent a substantial decrease from
personnel levels a decade ago in accordance with the Gas Commission's order of October, 1988,
directed at reduction of expenses, and recommendations contained in the revitdlization plan of 1995 by
a tumaround consulting/management firm.

On August 6, 1993 there was a work stoppage by the Gas Works Employees' Union over a number of
issues, including salary issues, in the proposed contract. This work stoppage lasted 85 days until it was
settled in October, 1993 with a five-year agreement, It was the third work stoppage in the history of
PGW. The first two which occurred in 1971 and 1989 were of shorter duration. The May 15, 1998
contract expires May 15, 2001,

During 1998 PGW experienced a number of changes in its management. In the Fall of 1998, at the
expiration of employment contracts for previous management', PFMC assigned Mr. Benjamin Hayllar
as Interim President and Chief Executive Officer of PGW. Dr. Hayllar was selected based on his
strong financial background and previous experience as Director of Finance for the City of
Philadelphia. The following brief resumes provide pertinent information on the major management
qualifications of the current PEMC/PGW Senior Officers:

PGW Officers

Beql—]ay[lar— Interim President and Chief Executive Officer

Dr. Hayllar is currently Interim President and Chief Executive Officer of PGW. He also serves on
the Philadelphia Facilities Management Corporation’s Board of Directors, the governing board for
PGW, having been appointed to the Board on December 19, 1994,

Dr. Hayllar also serves as the Director of Finance, City of Philadelphia, appointed by Mayor
Edward G. Rendell on October 4, 1993, As a member of the Mayor’s Cabinet and the Chief
Financial Officer of the City, he is responsible for financial and fiscal policy development and
directly oversees ail City financial activities, including Budget, Accounting, Revenue Collection,
Treasury, Procurement, Minority Business Enterprise Council, Risk Management and Bureau of
Administrative Adjudication.

Prior to joining the City of Philadelphia, Dr. Hayllar was the Director of Finance for the City of
Pittsburgh (1989-1993) responsible for tax revenue collection and investment, employee benefits
and payroll, long range fiscal planning and municipal debt management, and was Trustee for
maintenance and disposition of properties acquired through tax. From 1985-1989, he was Vice
President/Division manager, Metropolitan Banking, at Equibank.

Dr. Hayllar received his Ph.D. in communications from the University of Pittsburgh. His M.A. and
B.A. are also from the University of Pittsburgh.

Gregory D. Martin, Executive Vice President and Chief Operating Officer
Mr. Martin is Executive Vice President and Chief Operating Officer of the PGW. In this capacity,
Mr. Martin manages the gas operations, customer service and systems technology activities.

' An investigation is ongoing into expense spending and certain other actions on the part of certain outgoing
previous senior personnel.




Prior to his appointment to PGW, Mr. Martin was Vice President, Gas Management at Equitable
Gas Company in Pittsburgh, Pennsylvania. There, he directed and managed the gas supply
purchasing, planning, off-system marketing and sales, federal regulatory, retail transportation and
gas measurement functions. He also held the position of Vice President, Consumer Products at
Equitable Gas - Energy, a non-regulated marketing affiliate of Equitable Gas Company. Mr. Martin
has also held positions as Gas Procurement Administrator, with the Charlottesville Gas Utility
Division in Charlottesville, Virginia, Special Assistant to Commissioner Wesley Long at the
District of Columbia Public Service Commission and Special Assistant to Commissioner Matthew
Holder at the Federal Energy Regulatory Commission.

Mr. Martin holds an M.A. and B.A. in Political Science from the University of Wisconsin and
University of New Orleans, respectively.

Abbv L. Pozefsky. Sr. Vice President and General Counsel

Ms. Pozefsky was appotnted Senior Vice President and General Counsel of PGW in July 1998, She
serves as General Counsel, managing all legal work, and is also responsible for oversight of the
Human Resources Department.

Ms. Pozefsky previously held the position of Chief Deputy City Solicitor of Regulatory Affairs for
the City of Philadeiphia Law Department. In her twelve years with the City Law Department she
served in various capacities, including General Counsel to the Water Department, the Philadelphia
Airport and the City Municipal Energy Office.

Ms. Pozefsky received a B.A. degree from the University of Pennsylvania and a Juris Doctor
degree from New York University Law School.

Thomas M. Smvih, Vice President. Controller and Chief Accounting Officer

Mr. Smyth was appoeinted the Vice President, Controller and Chief Accounting Officer, in February
1999. He is responsible for all financial reporting, accounts payables, fixed assets and related
duties. He previously held the position of Executive Director-Internal Auditing since starting with
PGW in July 1997. :

Before joining PGW, Mr. Smyth held various positions with the Bell Atlantic Corporation and a
major transpaortation company.

Mr. Smyth received his B.S. degree from Delaware Valley College and an M.B.A. from LaSalle
University. He is a member of the American Institute of Certified Public Accountants and the
Pennsylvania Institute of Certified Public Accountants.

PFMC Board of Directors

J. Gregory Driscoll serves as Chairman of the Board of PFMC. Other members of the Board, most
of whom have been appointed since 1995 include Andre L. Dennis, Esq., Ben Hayllar, William J.
‘Marrazzo, Rev. William B. Moore, Dennis Arouca, Esq. and Jamie Sheller, Esq.




SERVICE AREA

Philadelphia Gas Works is the largest municipally-owned gas utility in the nation. PGW purchases,
sells, and distributes natural and supplemental gas within the limits of the City of Philadelphia (see
Figure 2). The City's borders envelop a predominately urbanized area of 129 square miles in
southeastern Pennsylvania along the Delaware River. Within these boundaries PGW maintains a
distribution system with approximately 6,000 miles of gas mains and service pipes with customer
billings of approximately 514,000 customers.

The City is the largest incorporated area in the Delaware Valley region. The 1990 U.S. census, as
reporied by the Delaware Valley Regional Planning Commission (DVRPC) in April, 1991, counted
1,585,577 inhabitants in the City, a decrease of 6.1% since 1980. The latest Census population
estimate (for 1998) reflects a population of 1,436,000, a decrease of 9.4% since 1990 (see Figure 3).
The average annual reduction in population in the city since 1996 is estimated at 1.4%. The region is
comprised of Bucks, Chester, Delaware, Montgomery, and Philadelphia counties in Pennsylvania, and
Burlington, Camden, Gloucester, and Mercer counties in New Jersey. Seven of these nine counties (all
except Philadelphia and Delaware) are estimated to have increased their population in 1998 over their
1990 census figures.

Philadelphia's economic orientation has been shifting steadily towards service-related activities.
Whereas Government and most private sectors are estimated to have declined in employment statistics,
service sector jobs within the City are estimated 1o have increased to nearly 300,000 in 1997 (see Figure
4). This increase is on top of an increase of 8.5% from 1986 through 1992. The main service industries
in the City of Philadelphia are law, health, hospitality and education. The relatively low costs of living
and office space compared to cities of similar size, along with a prime location at the heart of the
Washington-New York-Bosion corridor, and the presence of major research universities helps assure
Philadelphia a continuing capacity to attract and retain a dynamic private sector.

The City of Philadelphia has formulated a number of aggressive plans to counteract recent trends of
jobs and residents transferring from the City to the Suburbs. Plans include continuing to reduce city
resident taxes, reduce crime and focus on capital improvements. The City expects to spend $800 million
between 2000 and 2005 directed at infrastructure renewal to continue revitalization of the community,
The revitalization of Philadelphia's central neighborhoods has included the construction of new office
buildings, hotels, and the renovation of existing structures. Many of the City's older sections continue
to be rejuvenated through the restoration of existing buildings for residential use.

The City has also focused on the tourism and hospitality industry. PGW has already secured the
Convention Center as a heating and air-conditioning customer, and it has become one of PGW's iargest
customers. In addition, private business is investing in the development of up to 3,000 new hotel rooms
by 2001, an increase of over 30% of current hotel space in the city.

While PGW will indisputably benefit from the growth in commercial market and office space in the
City, the residential outlook is mixed. The return of urban professionals and so-called "empty nesters"
to the City, attracted by a shorter commute and the advantages of urban life, will be somewhat counter-
balanced by continuing out-migration by other City residents and the concentration of residential
growth outside the City limits. Only slight declines have occurred in customer counts, since increases
in commercial and industrial customers have partially offset residential losses. {See Table 1.)

Table 2 shows the historical pattern of PGW's sales. In fiscal year 1998, PGW sold 53.6 billion cubic
feet (Bcf) to firm customers. Firm sales volumes have varied due to changes in the number of heating
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degree days and the number of firm customers. Total PGW interruptible sales have varied up and down
between 9.5 Bef and 12.5 Bef over recent years, with 1998 sales at 9.6 Bef. Gas transportation, a new
service provided to PGW'’s largest commercial and industrial customers whereby the customer arranges

® his own gas supply and PGW only delivers it, has grown from zero in 1990 to 8.3 Befin 1998, Current
estimates for 2000 transportation services show a further increase to 15.2 Bef due to the addition of a
very large cogeneration customer.

An explanation of abbreviations used throughout this report for gas volume and energy units as well as
for heating units is provided in the Appendix at the end of this report.

®
SALES AND TRANSPORT FORECAST
Gas Sales Volume
® PGW's anticipated sales for fiscal 1999-2005 are shown in Table 3. This current budget estimate

contains six months of actual known data (September 1998 through February 1999) and six months of
best projections based upon currently available information. The 2000 Budget year and all five forecast
years are based on the expectation of 4,600 degree days of cold weather.

The sales forecast excluding Load Balancing Service (LBS) sales is based on an analysis of historical
® usage patterns and utilizes a normal (average) weather pattern containing 4,600 degree days. Factors

considered in the forecast include the historical growih or decline in number of customers, PGW

marketing programs (e.g. oil heat conversions), changes in rates of consumption by customers in each

rate classification, the existing and anticipated price advantage of natural gas over alternative fuels, the

availability of natural gas, and the likelihood of PGW's participation in new construction and

rehabilitation projects. The forecast for LBS sales is based upon the availability of gas for sale at a
® competitive price after the demand for gas by all other classes of customers has been satisfied.

Total firm sales are forecast 1o increase by 1.0 Bef from fiscal years 2000 through 2005. Although the
residential market, which is the largest, is expected to decrease slightly over the timeframe, increases in
the commercial and industrial are projected to resuit in greater aggregate firm sales.

® Interruptible sales are expected to increase to 12.0 Bef in 2005 as shown on Table 3. This represents an
increase of 38% over current 1999 budget estimates. Much of this increase is expected from PGWs’
Boiler and Power Services and Load Balancing Services.

PGWs’ sales forecasting assumptions result in some differences in comparison to past forecasting
efforts. These differences are evident when looking at some of the individual sectors. Most notably, the

@ 2000 budget and al] forecast years show a sizable increase in industrial sales, which had been forecast
to decrease in prior forecasts. The current forecast is designed around a revised marketing assumption
which minimizes the shift of gas loads from industrial sales to transportation customers (which had
been forecast in prior years). PGW’s Marketing Department has noted eligible customers who could
shift to transportation gas have been reluctant to make the change due to gas balancing requirements
and gas pricing which has closely tracked alternative fuel prices (#2 and #6 fuel oil). In addition,

® uncertainty over retail competition in the gas market in Pennsylvania and specifically PGW's
customers, has reduced erosion from industrial to transportation customers.

Another area of differences in the forecast versus prior years is evident in the residential sales. The
1999 budget forecast reflects sales considerably lower for residential sales than estimates developed in
the 1998 forecast. These differences are in the order of nearly 2 Bef. According to PGW staff, these
o differences and the resulting shift to a lower sales forecast value for the residential sector are based on



the application of actual metered customer data as an input into the development of customer use
factors. The customer use factors are an important input into the development of a regression analysis
used to characterize segment consumption. Prior years included data reflecting estimated readings used
to develop use factors, however the saturation of automatic meter reading capabilities has improved the
actual recording of customer use and resulted in lower use factors for customers. This reflects a
significant and permanent difference in the residential consumption forecast for PGW.

Transport Volume

Currently PGW has a small number of very large customers taking advantage of the company’s gas
transportation services. This translates to an estimated 15.2 Bef of gas by year 2000 and there is no
projected change in volume over the planning horizon. Any customer shift to transport gas would
impact the sales forecast estimates. PGW continues to closely monitor the price differentials between
gas and alternative fuels as a possible signal of customer movement to gas transportation,

Other Sales

Another significant shift in marketing is PGWSs’ decision to exit its “point-of-sale™ marketing programs.
The carly results of these initiatives were marginal and a business decision was made to focus upon
more profitable marketing efforts. For example, PGW will be advancing its Parts and Labor Plan
activities to increase revenues through value-added services. In addition, PGW has targeted those
Center City customers with accessibility to the city’s steam loop. Efforts are in place 1o try to switch
customers from steam to gas equipment while addressing customer concerns over initial equipment

cOsts.

Competition

PGW faces retail competition from a number of sources, all of which impact sales. PGW's market share
of the residential heating market within its service territory is approximately 80 percent, with oil
holding approximately 18 percent of the market and the remaining 2 percent utilizing other energy
sources. PGW's potential for residential customer, end-use growth within its service territory is
estimated as follows: 150,000 space heating customers; 50,000 water heating customers, and 400,000
clothes drying customers. Within the residential market share held by PGW end-use saturations are as

follows:

Space heating: 90%
Water Heating: 30%
Cooking: 76%
Clothes Drying: 47%

It is estimated that PGW's market share of the light commercial market {businesses with less than 50
employees) is 46 percent.

Customer Counts

Table 4 presents PGW's budgeted average number of customers for 2000 and a five-year customer
forecast on the same average billings basis. Between 2000 and 2003, the total number of customers is
forecast to decrease by approximately 945 customers or less than one percent. The number of
residential customers are forecast to decrease by 3,400 customers. Increases in customer billings are
expected for the other major customer categories. Commercial customers are expected to increase by




1,866 customers, or 8 percent. Minor increases also occur in the other five customer categories as
shown on Table 4. '

In general, it is our opinion that PGW's sales forecast is a reasonable projection of sales in light of
existing economic conditions within its service territory. It is critical to note that the forecast is
dependent on a number of factors. It is highly dependent on winter weather conditions which have not
been as cold as normal in the last three years and have impacted sales. The forecast is also dependent on’
the assumption that the erosion of customers to gas transportation status will be negligible during the
planning horizon and the assumption that no open access/customer choice will occur in PGW's service
territory . Changes in gas retail competition in the state and/or continued changes in the price of oil
may result in changes 1o customer behavior and impact forecast sales.




FACILITIES

PROCESSING FACILITIES

The principal PGW peaking or supplemental facilities include nine City Gate stations and two major
gas production plants, Richmond and Passyunk. Located at the plants are two liquefied natural gas
(LNG) facilities, a gas control center, a de-activated propane/air plant, and two gas holders (one of
which has been removed from service).

a)

b}

d)

City Gate Stations

Natural gas is received through nine city gate stations from two pipeline transmission companies
- Texas Eastern Transmission Corporation (TETCO) and Transcontinental Gas Pipe Line
Corporation (TRANSCQ). The two pipelines also own facilities and land at the nine gate
stations. PGW’s facilities at each of the city gate stations perform two basic functions - to meter
the flow of gas and to control the pressure delivered 1o PGW's distribution system.

Gas Control Center

The gas controi dispatchers, located at the Richmond Plant, monitor and control gas flow and
pressure from the nine city gate stations to the high pressure distribution system. The gas control
dispatchers also provide direction to the production plant operators concerning startup, shutdown
and gas flow oulput from the supplemental facilities. Operations are facilitated through the use
of a computer system which includes a backup unit and an auxiliary power supply.

Liquefied Natural Gas Facilities
There are two LNG facilities - one at the Passyunk Plant and one at the Richmond Plant.

The smaller LNG storage and vaporization facility at the Passyunk Plant receives its liquefied gas
supply from the larger Richmond Plant via cryogenic trailer trucks. The Passyunk LNG facility
consists of one LNG storage tank of 3,066,000 gallons gross capacity (i.e., the equivalent of
253,300 Mecf (thousand cubic feet) of natural gas) and three LNG vaporizers, each having a
capacity of 45,000 Mcf per day — 90,000 Mcf per day planned capacity and 45,000 Mcf per day
reserve.

"The Richmond LNG plant is one of the largest facilities in the U.S. for liquefaction in addition to

storage and vaporization. During the non-heating season, PGW uses the Richmond LNG Plant to
liquefy and store natural gas from the pipelines. The plant has the capacity to liquefy and store
approximately 23,500 Mcf per day and the two storage tanks have a combined gross capacity of
48,970,000 gallons of LNG (4,045,800 Mcf). Regasification of the liquid is accomplished with
six vaporizers having a total output of 450,000 Mcf per day with none in reserve.

Propane/Air Facilities

The Passyunk propane/air plant has the air compression and propane vaporization capacity to
produce 60,000 Dth (Dekatherms) of propane/air mix per day (45,000 Dth per day planning
basis) and has a liquid propane storage capacity of approximately 662,250 gallons. This facility
has been idle since 1994 and its use is.not anticipated in the current five-year gas supply
forecast.




e) Gas Holder Storage Facilities
The Richmond plant has a low pressure gas holder. The Passyunk holder has been removed from

service. The Richmond holder has an operating capacity of 1,000 Mcf. It was installed in the
manufactured gas era and is in good working order. It is used to enhance operational flexibility
at the LNG plant

DISTRIBUTION FACILITIES

The principal gas distribution facilities consist of approximately 3,006 miles of main, 511,453 services,
205 regulator stations, 599,189 total meters (of which 520,811 are active), miscellaneous valves,
instruments and other appurtenances. There are five different operating pressure systems, each system
is connected to the other by control regulators. The high pressure systems operate at approximately
110, 60, and 35 psig; the intermediate pressure system operates at 5 psig; the low pressure system
operates between 6 and 9 inches of water column (approximately 0.25 pounds per square inch). The
majority of customers are served from the low pressure system.

Approximately 58 percent of the gas mains are cast iron pipe, 34 percent are steel pipe, 5 percent are
ductile iron pipe and 3 percent are plastic pipe. Approximately 53 percent of the service lines are steel
and 47 percent plastic,

OTHER FACILITIES

PGW has its executive and operating offices located at 800 W. Montgomery Avenue, which is a
*150,000 square foot office building constructed in 1988. The adjacent former general office building
now houses distribution and customer service dispatch centers, a customer information center, operating
stations, and warehousing, as well as management information systems, a meter shop, and a metal
fabrication shop. Additiona! facilities include eight district offices and three operating stations for field
service and distribution crews, There are also a warehousing facility and an automotive maintenance
and repair facility. The automotive maintenance and repair facility is responsible for the upkeep of
PGW's fleet of approximately 1,000 vehicles and related equipment. PGW also maintains minor
automotive repair facilities at its operating stations.

- CONDITION OF FACILITIES

In April, 1999 Stone & Webster conducted site inspections of certain PGW facilities as deemed
appropriate. During the inspections Stone & Webster emphasized three evaluation criteria:

1)  Were facilities in place and fully operational in order to provide dependable service to PGW

customers,

2)  Were the facilities in good condition and operated by trained personnel, and

3)  Were any conditions evident that might indicate that the facilities were not designed, constructed,
operated or maintained in accordance with either current regulatory standards or generally

accepted industry practices.

In the course of these inspections the following facilities were visited:
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300 W. Montgomery
- General Offices

1800 N. 9th Street (former general office building}
General Warehouse
- Distribution and Field Service Dispatch Centers
- Distribution and Field Service work stations
- Information Systems _
- Customer Service call center

1849 North 9th Street

- Vehicle maintenance facilities
- Vehicle refueling station

- General offices

5138 Belfield {(Distribution Satellite Operations Center)

- Distribution and Field Services Facilities

Tioga Satellie Service Center

- Distribution and Field Services Facilities
- LNG Facilities

- Propane/Air Facilities (idie)

- Gas Holder (idle)

Richmond Plant

- LNG Plant

- Gas Control Center
- Gas Holder

City Gate Statjons
- Richmond (TRANSCO)

District Regulator
- Underground regulator pit — Mascher St. & Olney Avenue

Large Volume Meters
- First Union Center sports complex

On site observations of PGW's operating procedures were made at the following locations:

Chestnut Street from 6" Street to Broad Street _
- Replacement of a 6” O.D. (outside diameter) cast iron main with a 6” O.D.

polyethylene main,

6" Street south of Race Street .
- Installation of a2 6" O.D. polyethylene main and 2” O.D. polyethylene service for

television station and studios of WHYY.

Martins Mill Road and Montour Street

- Excavation to determine the location of a short circuit in the cathodic protection
system for a 12”0.D. steel main.




1700 bjock on Cavuga Street
- 12” O.D. cast iron joint encapsulation to stop leaking gas.

155 E. Cheiten Avenue
- 16” O.D. cast iron joint leak repair,

Parrish Street from 10" Street to 11 Street
- Installation of new 6” O.D. polyethylene main to replace an existing cast iron main

due to housing renovation.

Walnut Lane and McCallum Street
- Prudent main and service replacement project. Existing 3” O.D. cast iron main
replaced by 3" O.D. polyethylene main and 1%” and 2” O.D. services replaced by

like size polyethylene,

5400 Germantown Avenue
- Repair of leaking 16 O.D. cast iron bell joint.

4199 Stout Road south of City Line Avenue
- Tie-in and purging of a 3” O.D. polyethylene main and 2" O.D. polyethylene service

line extension.

I 530 Beimont Avenue
- Repair of leaking 127 O.D. cast iron bell joint.

On the above job sites visited, all observed facilities, vehicles, equipment and warehouse stock were
maintained in good working condition and operated and maintained in accordance with generally
accepted gas industry practices. Employees appeared to be knowledgeable of their job requirements

and well trained.

In addition to the site inspections, Stone & Webster interviewed the Interim President and Chief
Executive Officer, the Executive Vice President and Chief Operating Officer, the Senior Vice President
and General Counsel, the Vice Presidents of Marketing, Human Resources, Operations, Gas
Management, Information Technology, and Public Policy; and the directors or managers of the Gas
Processing, Transportation, Collection, Customer Service, Application Services, Field Services,
Engineering and Building Services, Distribution, Technical Administration, Budget and Financial
Forecasting, Residential Sales, Commercial and Industrial Sales, and Business and Economic
Development Departments. On this or on previous inspections we have reviewed construction,
maintenance and operating practices, system design criteria, inventory levels, material and construction
standards, safety, regulatory compliance and maps and records.

PGW's highest operating priority is response to emergencies and the maintenance of a safe gas
distribution system. PGW maintains maps and other records of the distribution system in good order,
and has comprehensive written construction, operating and maintenance standards and procedures. Its
personnel are well trained in the operation and maintenance of the gas distribution system. PGW is
actively involved in entering their records (Corrosion, Service and Leak Records) into computer
databases, thus facilitating and improving the accuracy of accessing information. Reasonable security
measures are provided at the major facilities visited such as the two production facilities, the city gate
stations and the headquarters building.




Based on the inspections and interviews conducted, it is our opinion that PGW operates and maintains
its system prudently and in accordance with current regulatory standards and generally accepted
industry practices.
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GAS MANAGEMENT

On Apni 15, 1999 the PGW Search Committee met and decided to request proposals for supply
management services, Earlier in 1999 a request for qualifications had generated interest from a number of

partics. The RFP seeks performance guarantees and/or savings guarantees.

SUPPLY SERVICES

PGW is directly connected with two major interstate pipeline companies; Texas Eastern Transmission
Corporation (TETCO) and Transcontinental Gas Pipe Line Corporation (TRANSCO), and has pipeline
contracts with both. These two pipeline companies are expected to deliver virtually all of PGW’s supplies
over the forecast period. The pipeline contracts provide for the transportation of gas purchased by PGW.
In order to utilize these contracts in an economic manner, PGW has contracted for a variety of storage
services which PGW uses to store gas during low-demand summer periods. In addition PGW owns and
operates two LNG (liquified natural gas) plants which also serve a storage role. These storage gas options
permit the matching of supplies to winter-period peak demands.

As shown in Table 5, PGW has two existing transportation contracts on the TRANSCO system and another
two transportation contracts on the TETCO system for direct service. These firm transportation agreements
are used to move gas io the Philadeiphia city gates either directly from producers or from storage facilities.
The FT, FT-1 and CDS contracts are for 365 days per year, whereas the smaller PSFT contract is a winter
peaking scrvice available for 90 days per year. Additional transportation contracts are in place to move
storage gas; these contracts work in conjunction with storage services as described below.

On the TETCO system, PGW employs four storage contracts (55-1, CNG-GSS-TE, ANR and Equitrans).
The SS-1 storage service is directly connected to TETCO. ANR, Equitrans and CNG-GSS-TE are off-
system storage facilities. PGW has adequate transportation contracts in place to deliver gas withdrawn
from these facilities to PGW. PGW's total daily deliverability from these four storage contracts amounts to
103,856 DTh.

On the TRANSCO system, PGW has four storage contracts (GSS, §-2, WSS, and ESS), with a total daily
deliverability from storage of 114,452 DTh. Detailed information for PGW contracts is provided as Table

5.1. -

PGW also owns supplemental LNG facilities at Richmond and Passyunk to meet contingent winter demand
in excess of pipeline and storage supplies. LNG is produced from pipeline gas during the summer and
stored in PGW's two large facilities and one satellite tank within the City. PGW has evaiuated upgrades to
its LNG capabilities. One upgrade is to add an additional liquefaction unit which would enable it to liquefy
gas during the winter. Another is to add an LNG barge capability to the Richmond facility. Both upgrades
could provide PGW with significant additional commercial opportunities, as well as potentially reducing
the need for off-system storage and peaking services.

A Propane/air (LPG) plant also exists at Passyunk, but has been mothballed. lts usage is not contemplated
over the forecast period or beyond.

Figure JA pictorially depicts the peak day gas supply delivery sources available to PGW.




SUPPLY/DEMAND BALANCE

Table 6 presents PGW's forecast of supply and demand under normal weather conditions (4,600 HDD
(Heating Degree Days) ) for fiscal years 2000-2005. Over this fiscal period it is expected that daily
pipeline deliveries (including storage deliveries) will account for about 95% of PGW's requirements on a
current receipt basis, with the balance supplied from inventories of LNG.

Table 7 restates PGW's forecast of supply and demand under design weather (5,280 degree days)
conditions for fiscal years 2000-2005. Daily pipeline deliveries through Texas Eastern and Transco from
gas producers/marketers account for approximately 78 percent of total requirements; and storage gas
accounts for approximately 16 to 17 percent of demand throughout the forecast period. Remaining demand

is met with LNG.

Figure 5B pictorially depicts normal and design year annual gas requirements for 1999-00 by delivery
sources to PGW.

As shown in Table 5, the pipeline transponation contracts provide PGW with up to 109.7 miilion Dth
annually. To the extent practicable and most prudent, PGW intends to maintain flexibility on both
pipelines by continuing to contract gas supplies from both marketers and producers.

Table 8 restates PGW's forecast of supply and demand under peak day and peak hour conditions. Sendout
requirements are based upon the assumptions of a peak winter week day with an average daily temperature
of zero degrees Fahrenheit (F) (equivalent to 65 Heating Degree Days) and an hourly peak temperature of
minus five degrees Fahrenheit. Under these conditions interruptible sales are planned to be suspended in
accordance with provisions in the contracts for such rates. Under peak day conditions, projected firm
demand could be met throughout the forecast period by pipeline deliveries and the use of PGW's LNG
capacity. Figures 6 and 7 compare peak day and peak hour demand toe PGW's maximum availability
(sendout capability) for each of the forecast years. Figure 7 shows a small sendout safety factor exists for
peak hour demand, even in fiscal year 2005.

The maximum daily sendout during recent winters has been characterized as follows:

Average Total Pipeline

Temp. Sendout Supply LNG
Winter deg. F. MMCF MMCF MMCF Date
98-99 23 541.9 448.7 932 5 Jan'99
97-98 28 464.5 407.5 57.0 11 Mar'98
96-97 12 661.7 434.2 2275 18 Jan'07

The system Historical Peak Day occurred on 19 January 1994 with a sendout of 752.7 MMCF at an
average temperature of 2 degrees F.

In addition to having adequate provisions for the supply and defivery of gas to its customers, PGW has also
maintained aggressive cost management of its supply portfolio. Figure 5C displays an objective gas cost
comparison of major Pennsylvania utilities. The analysis displayed removes gross receipts tax from the
investor owned utilities and removes the social costs assigned to PGW's gross fuel cost in order to provide
an objective comparison. PGW is among the lowest cost gas providers in the state.

PGW management has also designed a gas supply financial hedging program which is currently before the
Philadelphia Gas Commission for review. A cost-benefit study has been conducted with the current fiscal
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year as a basis which has demonstrated that further savmgs in gas costs may be achieved through the use of
an appropriate hedging program.

In summary, based upon our review of PGW's gas supply acquisition policies, proposed budget, and the
analyses described herein, it is our opinion that transportation, storage and supplies of natural gas under
contract, along with LNG normally available to PGW, are adequate to meet PGW's forecast of peak hour,
peak day and peak year demand through the 2005 fiscal year in a prudent and commercially competitive
manner.




CAPITAL IMPROVEMENT PROGRAM

BUDGET PROCESS

PGW's capital budget and five-year forecast are the result of a formal process starting when a list of
budgeting and operating assumptions is developed to provide overall direction and is circulated to all
departments. Individual departments use these assumptions as well as certain specified economic
parameters to prepare the capital requirement estimates that form the basis for departmental budgets.
These budget requirements and forecasts are based on meeting PGW's design hour and design day
forecasts that are prepared by the Gas Management Department. The major operating departments
determine their capital requirements by identifying the capital improvements necessary to safely and
reliably meet the system-wide conditions calculated for a design day of zero degrees Fahrenheit average
temperature, a minus five degrees Fahrenheit design hour, and 2 normal annual weather pattern
producing 4,600 annual degree days. Additional facilities for serving new customers and systems
(primarily information technology) to improve customer service are also proposed as part of the
budgeting process.

All capital projects and requests are assigned a priority: the highest priorities (priorities 1 and 2) are .
reserved for expenditures required to maintain the integrity (safety and reliability, respectively) of
PGW's system. The next priority (priority 3) signifies expenditures for enforced facility relocations
which are based on city, state, or federal mandated projects. The fourth priority relates to expenditures
for revenue production from load growth, and the lowest priority category (priority 5) covers
expenditures for improved operating efficiencies and/or discretionary items.

PGW's capital budget and forecasts incorporate several changes from earlier forecast periods which
reflect improvements to internal policies, procedures and the level of detail information. The most

significant changes include:

»  Approved capital budget work orders have a defined life span and adjustments must be approved by
the Chief Financial Officer.

+  Multi-year capital projects are submitted for initial project approval and subsequently submitted for
the budget years when funds will be required.

« - Approved projects not adequately progressing are reviewed as to whether they are still necessary.
» Capital project priorities and needs are presented within a matrix format which highlights the

relationship between priorities and project needs (e.g. Table 10 for budget year 2000).

CAPITAL BUDGET AND FORECAST

Proposed capital expenditures for both the fiscal 2000 capital budget and the five-year capital forecast
(fiscal 2001 through fiscal 2005) total $317.2 million on a net basis (after reimbursements,
contributions, and salvage). The Capital Improvement Programs for fiscal years 2000 - 2005 is
summarized in Table 9 and shown graphically in Figures 8, 9 and 0. The prOJecred expendltures
against these authorizations are summarized in Exhibit IV,




The fiscal 2000 capital budget totals $60.9 million on a gross basis ($59.6 million net), an increase of
$11.1 million (22.2%) from the previous year 1999 Capital Budget of $49.8 million. The 2000 budget
is comprised of $45.6 million (75.0%) of replacements;and $15.2 million (25.0%) of additions. As
shown on Table 9 and pictured in Figure 10, the largest portion of the 2000 budget is allocated as usual
to the Distribution Department, which will receive $26.2 million, 43.1% of the budget. The second
largest portion ($14.5 million or 23.9% of the budget) is represented by the Gas Processing Department
which is primarily for Phase [ of the Richmond LNG Plant Liquefaction Plant
Replacement/Enhancement. Unlike the Distribution budget which recurs in similar amounts annually,
the Gas Processing budget is more of a one-time expenditure to replace and upgrade the near 30-year
old liquefaction equipment and does not recur throughout the forecast. Phase 2 is forecast to occur in
2003 and 2004,

Table 10 lists twenty four of the largest items in the fiscal 2000 capital budget. Together these twenty
four major projects account for $48.2 million or 79.1% of the total gross budget. These same twenty
four project categories (many of which are annually recurring items) also accounted for $43.2 million of
last year's budget. This indicates that both the iargest projects and the majority of PGW's 2000 budget
are accounted for by annually recurring activities.

This year’s five-year (2001-2005) capital forecast totals $264.9 million gross, an increase of $14.4
million (5.8%) over last year’s five-year forecast of $250.5 million. This year's five-year forecast is
comprised of 3216.0 million of replacements (81.7%) and $48.9 million of additions (18.3%). The
Distribution Department accounts for $160.8 million or 60.7% of this year’s five-year capital forecast.

GAS PROCESSING

‘Proposed investments for additions and replacements to PGW's gas processing plant total $14.5 million
for the 2000 budget period. The 2000 Gas Processing Budget is $12.1 million more than the budget
filed in 1999,

The expenditure breakdown in the 2000 gas processing budget includes $41,000 for Natural Gas
Measurement and Control Facilities, $175,000 for miscellaneous Supplemental Gas Facilities, and
$138,000 for Building and Grounds. A large capital expenditure of $14,185,000 has been included in
this year’s budget for Phase 1 of a Replacement/Enhancement of the Richmond LNG Plant liquefaction
plant.

DISTRIBUTION

The proposed expenditures for capital improvements to PGW's distribution system in the fiscal 2000
budget period total $26.2 million before credits of $0.8 million for salvage and reimbursement to yield a
net total of $25.4 miilion. Distribution replacements amounting to $20.7 million and additions of $5.5
million account for 79.0 percent and 21.0 percent respectively of the total gross capital expenditures.

The largest capital expenditures for the distribution system are scheduled for the replacement of small
diameter (1.25 inches or less) services which account for $9.6 million of the FY 2000 proposed capital
budget. These expenditures are scheduled for the renewa] of services based on customer complalnts
- leak surveys, and city and state work. o ; Cot

Prudent main replacements for intermediate and low pressure mains of small diameter (8 inches or Jess)
amount to $3.2 million of the FY 2000 budget. In addition to the prudent replacements, replacement of
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these same diameter and pressure level mains due to anticipated city and state construction activities
involve $3.7 million of proposed expenditures for the FY 2000 budget.

FIELD SERVICE

PGW!'s planned field service related investments total $7.1 million net in the FY 20600 budget after
consideration of $0.1 million for contributions and salvage. The bulk of the field service budget
represents meter purchases and a continuation of PGW’s aggressive program for installation of
electronic transmitting devices on customer meters. These devices are used to read gas usage, following
measurement by the existing gas meter, and transmit it to PGW for billing purposes without the need to
send meter readers to a customer’s premise. This multi-year installation program is nearing completion
with nearly 500,000 of the devices installed. The remainder of PGW'’s cusiomers — mostly commercial
- are forecasted 10 be converted over to this automated meter reading system commencing in 2000.
Benefits to date continue to include a marked decrease in the number of manual meter readings required
and a consequent reduction in personnel in this area.

TRANSPORTATION

Capital expenditures budgeted for transportation by PGW total $4.1 million net including $0.3 million
salvage during the 2000 budget year. Vehicle replacements/additions will account for 78.6 percent of
the gross total with the remainder budgeted for replacement of mobile equipment as well as
replacement and addition of shop equipment and purchase of a maintenance tracking system.

OTHER DEPARTMENTS

Budgets for PGW’s departments other than the four departments specificaily mentioned above have
historically been grouped together under the miscellaneous category “Other Departments” since they
are typically too small to warrant a separate category. For the 2000 budget however a number of
Information Technology (IT) items which fall into this category have been budgeted simultaneously.
These systems, related hardware and facility modifications total $5.6 million (66.1%) of the total $8.5
million Other budget. They consist of a number of smaller items ranging from $22,000 to $600,000 and
a material management system at $1,26%9,000. The balance, $2.9 million (33.9%), is constituted by
miscellaneous items in the Other departments such as building medifications and repairs, office
furniture and file cabinets and a variety of equipment. In our opinion the IT expenditures for the year
2000 budget are appropriate.

PGW has five major mainframe computer systems:

» Customer Service

s Accounting and Finance
s (Gas Management

o Field Services

» Human Resources

These systems are being revamped or replaced with systems having capabilities and flexibilities to .
expand in areas such as additional customers, and more immediate productivity and cost information.
The new Accounting and Finance system has been implemented. An aggressive effort is expected to
lead to implementation of the remaining systems during the 1999 calendar year.
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PGW embarked on a Year 2000 compliance program in the 4" quarter of 1997. This is a formal
program with a formal project structure. This approach is expected to provide strategic coverage needed
m critical areas of PGW including all information technology assets, embedded systems, and Business
System Applications on the mainframe computer.

CONCLUSIONS

Based on discussions with PGW's management and our review and evaluation of PGW's proposed
fiscal 2000 capital budget and forecast capital expenditures for fiscal 2001 through 2005, it is our
opinion that the budget is consistent with PGW's corporate objectives and is appropriate for maintaining
a safe natural gas distribution system for Philadelphia. PGW's objectives for the proposed capital
budget are to provide and maintain the necessary facilities and records to ensure PGW has the
capability to deliver safe, reliable service that is cost effective for existing and future customers.
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RATES AND REGULATION

REGULATORY ENVIRONMENT

The Philadelphia Home Rule Charter contains provisions for the establishment of the Philadelphia Gas
Commission {Commission) to regulate the activities of PGW. Under the Management Agreement the
Commission's powers and duties include: establishing PGW's rates and related charges, approval of certain
management personnel selections by PFMC, approval of operating budgets, review of the capital budget
and gas supply contracts prior to approval by City Council, review of PGW's books, records and accounts,
setting standards for the procurement and disposal of material, supplies and services, and approval of any
changes in gas quality standards, The Commission's five members include: the City Controller, two
Mayoral appointees, and two City Council appointees, or their respective designees. The Commissioners
provide such service to the City on a part-time, or as-needed basis. However, a permanent staff provides
day-to-day administrative-and oversight functions.

Request for rate and tariff changes are initiated by PGW based upon anticipated revenues, expenses, capital
expenditures and debt service coverage. The Commission holds public hearings on proposed changes to
base rates at which PGW and other interested parties are permitted to present evidence supporting their
positions regarding the proposed rate change. Community Legal Services, Inc. has been appointed to be
the Public Advocate in rate hearings to represent residential customers. The Commission issues orders
based on its findings from the evidence and information available. Subsequentto the issuance of orders, an
appeals process is available that includes a petition for reconsideration and rights of appeal through the
courts. The Commission, through its regulatory review and orders, seeks to obtain a balance between the
interests of PGW, the City and its customers.

Base Tanff Proceedings

PGW's last-Base Rate Case was concluded in 1992. However, PGW initiated a Tariff Revision Proceeding
in 1995 which provided language amending the PGW Gas Service Tariff in order to improve customer
service and accountability while clarifying the obligations of customers, to facilitate more effective
management of accounts receivable and collections, and to provide consistency and conformity within the
Tariff. Significant improvements were made within the Tariff which were authorized in 1996 and 1997
and made éffective in 1996 and 1998. In general, these improvements reduce the potential for custorner
fraud; strengthen collection procedures and move customer service charges and fees to more accurately
reflect costs incurred as well as widespread industry practices.

In the past PGW has experienced problems with the customer application for service process which have
led to delinquent accounts due to fraud, This process has been revised so as to significantly reduce the
potential for deception. Additional quantitative changes have been made in recent years which include the
following. Returned check charges were increased from $5.00 to a progressive scale of from $8.00 to
$34.00 for repeat returns so as to reflect industry standards. Customer service call charges were increased
from $30.00/hour to a schedule of charges which reflect actual costs. And, field collection charges were
instituted. Tables 11, 12, and 13 display PGW's previous and current industry benchmark positions.
Additionally, service turn-on charges were established and finance charges for past due balances in excess
of $300.00 were increased from a 15% to an 18% annual rate.

On April 27, 1999, the Philadelphia Gas Works received interim approval (final approval must be obtained

by May 2000) from the Philadelphia Gas Commission to adjust the two components of its general gas rate
to 494,000 residential customers. The charge on the volume of gas used has been reduced while the
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monthly fixed customer charge has been increased. The $3.94 per Mcf of natural gas that is charged to
residential customers has been reduced by $.51 to $3.43 per Mcf. The $4.00 per month fixed charge has
been increased by $4.00. During a normal winter, when heating bills are their highest, this change will
result in lower gas costs. In the summer months, when heating costs are at their lowest, the customer
would have a higher bill due to the $4.00 increase in the gas charge. Over an entire year, in a normal
winter, the customer will pay the same under the new rate structure as under the old. However, in a colder
than normal winter, unit gas costs would be lowered because customers would be paying less on the

amount of gas used to heat the home,

The change in the two rate components will increase cash flow to PGW during the warm months, and will
reduce the seasonal increase in gas bills during the winter months. This is expected to have a positive
effect on previously experienced wintertime slow payments and delinquencies. The net resuit of this
change will be an increase in PGW revenue of approximately $4 million in the first Fiscal Year 1998-1999,
since this fiscal year has the benefit of a summer period under the revised rate.

The Gas Works’ monthly charge of $4.00 had been the lowest of area gas utilities, while $8.00 per month is
approximately average for the cost of surrounding utilities.

PGW management does not foresee the need for a base rate case prior to fiscal year 2002, at which time a
$20 million increase in revenue {(or equivalent decrease in expenses, or a combination of both) is assumed

in the current financial farecast.

Gas Cost Recovery Proceedings
In addition to base rates, PGW has a gas cost recovery (“GCR”) adjustment designed to permit PGW to

adjust its charge on firm, fixed-rate rate schedules on a quarterly basis in order to recover its actual cost of
purchased gas. The GCR mechanism also recovers costs which are in support of PGW's low-income
weatherization and payment programs. The projected cost of purchased gas is calculated and recovered
from customers on a levelized basis in part from a component included in the base rates and in part from
the GCR adjustment. GCR collections, which may be positive or negative, together with the cost of gas
included in base rates, are matched against actual costs for the year. Any differences are then charged or
credited to applicable expenses in the next annual forecast period.

The Commission performs an annual review of the GCR procedure. These reviews, which may be
technically comprehensive, can include an investigation into fuel planning and gas purchasing practices of
PGW. The Commission has concluded in the past that PGW's gas procurement has fulfilled applicable
regulatory requirements by utilizing Jeast-cost gas supplies while maintaining overall system refiability.

PGW management designed and proposed in 1997 a Purchased Gas Adjustment (PGA) to the GCR. The
proposed PGA would have adjusted the GCR gas cost compornent on a monthly basis. This would have
allowed more accurate market pricing signals for customers and would have significantly reduced the
annual gas cost over/under collections which have varied between ten and twenty million dollars in recent
years. This proposal was rejected by the Commission.

Regulatory Jurisdiction
Under current regulations all rate regulation authority is held by the City of Philadelphia which has
delegated this authority to the Philadelphia Gas Commission. This report assumes rate regulation wil

continue to be administered as provided in the ordinances.
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State Legislative Issues |

House Bill 1068 and Senate Bill 943 which were introduced in the Pennsylvania Legislature during its
previous session, did not apply to municipally owned gas distribution utilities. The proposed Bills intended
that investor-owned gas distribution utilities in Pennsylvania fully open their systems to access by third-
party gas merchants and that such utilities no longer participate (or possibly reduce their participation) in
the gas merchant function. Considerabie activity and attention surrounded these bills and PGW actively
participated in the proceedings. However, a consensus was not constructed among the many interested
parties and the bills expired with the legislative session.

A modified version of these bills has again been introduced during the current legislative session: House
Bill 937 and Senate Bili 601. These two bills are substantially the same. As currently drafted, they do not
apply 10 PGW if PGW operates exclusively within the City boundaries. However, certain members of the
legisiature have suggested that they will propose amendments which could affect municipal utilities. The
salient features of the bills are:

« Permit gas utilities to propose to increase the frequency of the adjustment of their gas costs in rates
from the current frequency of annually to as often as monthly.

= Mandate the unbundling of gas supply services and the implementation of "open access"/ "customer
choice™ on gas distribution systems.

»  Mandate PUC licensure/regulation of natural gas suppliers.

» Repeal of the Pennsylvania gross receipts tax on natural gas utilities (in SB601).

Enactment of legislation in the forh described above which applies to municipal gas utilities such as PGW
could affect PGW’s revenues and expenses. Enactment of legisiation which would cause municipal gas
utilities to become subject to PUC jurisdiction could affect PGW's operations, revenues and expenses. At
the date of this report no specific amendments which would apply 1o PGW have been proposed in the Siate
legislature. Accordingly, these forecasts are based on legislation currently in effect,

ENERGY ASSISTANCE PROGRAMS

High accounts receivable balances and a larger than normal number of delinquent accounts have occurred
at PGW for a number of years. [n response PGW has taken a pro-active position in assisting customers in
meeting energy costs. PGW works closely with community and legisiative groups at the city, state and
federal levels to increase funding for energy assistance programs.

LIHEAP Program

The Federally-funded Low [ncome Home Energy Assistance Program (LIHEAP) provides payments to
households in order to ensure continued utility service. Philadelphia's residential gas consumers make
application through PGW's eight neighborhood offices, Department of Public Welfare or at one of many
community sites with the funds obtained going directly to PGW for crediting to the customer’s account,
LIHEAP is PGW's single most important source of low income assistance funding.

Table 14 details PGW's LIHEAP participation in recent years and provides a forecast for fiscal year {999,
In recent years, PGW has increased its share of LIHEAP funds allocated to the Commonweaith of
Pennsylvania from approximately 15 to 20 percent through a vigorous educational and outreach program
amaong its low income residential population.
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In 1996 the Commonwealth of Pennsylvania changed the customer eligibility criteria for LIHEAP
participation from 150% of the federal poverty level to 110% of the federal poverty level. Consequently,
the number of PGW customers which are eligible for LIHEAP has been reduced. Additionally, the
Commonwealth of Pennsylvania has not extended the eligibility period in FY'99 for applications for one
form of LIHEAP funds, the Crisis Grants. Consequentty, PGW's FY'99 forecast projects an approximately
$2,000,000 reduction in Crisis funding.

Vendor Payment Program

PGW continues to support a Vendor Payment Program for a group of customers known as Scattered Site
Tenans of the Philadelphia Housing Authority (PHA). These customers occupy dwellings, usually single
family homes, owned by the PHA and whose rental is subsidized by the Federal government. Under
agreement with the PHA and the Scattered Site Tenants, the Federal government's Department of Housing
and Urban Development provides a utility aliowance to PHA, on behalf of the tenant, which is then
assigned 1o PGW.

Utility Emergency Services Fund
PGW also continues to participate in the Utility Emergency Services Fund (UESF) which is a private fuel

- fund set up with the assistance of the City of Philadelphia Water Department, PECO Energy and

Philadelphia Gas Works. Under this program, customers at or below 150.percent of the poverty level may
make application for an energy assistance grant (LIHEAP) which together with their own payment, a grant
from UESF, and a matching contribution from the utility involved, will enable the customers to zero-out
any arrearages they may have. The maximum ailowance that a customer may receive is $500; $250 from
UESF and a matching grant of $250 from the utility.

Dollar Plus Program
PGW also continues to support a program called "Dollar Plus" wherein PGW's customers were asked to
add $1.00 or more Lo their gas bill payments as a donation to the Utility Emergency Services Fund.

Payment Plans
PGW maintains a number of residential customer payment plans which are tailored to the customer's ability

1o pay in order to allow the customer the opportunity to pay down past arrearages and budget future usage
and payments.

Customer Responsibility Program

In 1994 the Philadelphia Gas Commission approved a new low income customer assistance program which
was termed the "Customer Responsibility Program" (CRP). This is a low income payment plan that is
designed to increase cash flow to PGW and decrease accounts receivable, the related appropriation for
uncollectible reserve and the accumulated provision for uncollectible accounts. Existing EAP participants
were automatically transferred to the CRP. The CRP is open to any customer who is at or below 150% of
the Federal poverty level. Participants are asked to pay the greater of $30 or 7.35% of their income towards
their gas bills, and are required to apply for the LIHEAP Grant program and assign that grant to PGW if
eligible. The LIHEAP Cash Grants offset the customer's Eamed Discount, and the LIHEAP Crisis Grants
offset the customer’s pre-program debt. For CRP participants who have excess consumption (defined as
consumption in excess of 90% of average consumption for their type of household) the payment cap is
increased to 12% of the customer's income. New customers are asked to pay 5% of their arrearage as a
down payment, although exceptions are provided if warranted. CRP customers are also required to accept
conservation measures if they are offered to them. CRP customers are required to recertify for the program
each year and are considered in default when they are two full payments past due. A formula is developed
to forgive past arrearages after successful completion of five years on the program. Provisions are made in
the regulations to allow exceptions to rules if customers show that they are making a good-faith effort to




meet program responsibilities. Approximately 45,500 customers, or about 9 percent of PGW's 1otal
residential customer base are enrolled in the CRP. This level of participation is approximately a 25%
reduction from recent years, and is primarily due to PGW's improved e¢ligibility verification and default
processing initiatives,

An evaluation of the Customer Responsibility Program was completed in late 1997 by an outside firm. The
results of that evaluation were mixed and inconclusive, but did outline adjustments for various areas of the
program which should provide for improved customer performance and program cost effectiveness. Many
of those recommendations have since been implemented. In general, it is believed that meaningful
improvements in the financial performance of the CRP can be obtained through adjustments in PGW's
internal procedures and a redefinition of customer eligibility requirements.

Improvementsto date include:

« Establishment of closer coordination with state welfare agencies to verify eligibiliry,

» Improved intake process which now incorporates one-on-one program and energy conservation
education,

» Automated collection default notification and processing, and
« Improvements in excess usage charges and LIHEAP makeup charges processing and collection.

Additional improvements are anticipated with the completion of the upgrading of PGW's Customer
Information System which is currently in progress. However, significant progress has already been
achieved as is evidenced by the improvement in the participant active/default ratio which has grown from
60%/40% to 70%/30%. :

The CRP revenue shortfall spread across other customers in fiscal year 97-98 was $11.9 million, which is 2
33% reduction over the previous year. The gas cost rate for fiscal year 98-99 has been approved by the
Commission at a level sufficient to provide for this year's revenue shortfall which is expected to be
approximately $9.5 million. The reduction in revenue shortfall is primarily attributed to reduced
participation level and warmer than normal weather.

Conservation Works Program
PGW has also been active in promoting the Conservation Works Program (CWP) which was the

weatherization energy conservation segment of CRP. This program provides energy conservation
education and customer workshops and selected weatherization measures for eligible CRP customers, both

in single and multi-family homes.

An evaluation of the Conservation Works Program was completed in 1996 in which a number of areas for
improvement were identified. The overall cost effectiveness of the program during the previous five years
was indicated as marginal. A significant deficiency noted was excessive overhead cost. This deficiency
has been corrected by permitting multiple program administrators into the program through a competitive
bid process. Currently, the program is operating with about one-half of the level of administrative cost as
was experienced prior to the evaluation. Further improvements in the program are underway as well as
further evaluation efforts. Current improvement activities are focused on stressing the-most cost effective
conservation-measures, which have been identified as education, air sealing, and set-back thermostats. The
program was reevaluated in 1997 and found to be solidly cost-effective. Currently, about 4,000 PGW
customers are receiving conservation related installations each year, which is approximately a 30% increase
-over the previous year's activities. The current level of annual CWP funding is $2:2 million, which is
funded through the GCR.
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Sentor Citizen Discount Program
PGW offers a senior citizen discount program to residential customers age 65 or older. The discount is
approximately 20 percent of the total gas bill. Approximately 92,000 PGW customers are taking advantage

of this program.

Educational Programs

PGW also has many programs which it utilizes to inform the community about energy assistance programs
that are available to them. PGW works with the Emergency Fuel Group, which is a coalition of
approximately 300 community organizations around the City and the region, to get word out about energy
assistance programs. lts other activities include monthly consumer round-tables, speakers bureaus in
different Philadelphia communities and individual telephone calls. PGW has an extensive telephone and
field visit outreach program which is conducted in both English and Spanish.

Low income energy assistance and uncollectibles are a significant issue at PGW. Management of this issue
is a tap priority of both PGW management and the Commission. Meaningful progress has been made in
this area in recent years and further progress is anticipated.

RATE SCHEDULES AND DEVELOPMENTS

PGW offers a range of rate schedules which are offered on a non-discriminatory basis. Rate offerings are
based on suitable and reasonable classifications which appear to meet the needs of customers and are
competitive with altermative energy sources.

PGW's tariff offers both firm and interruptible sales and transportation services. Firm sales service
provides gas under rate schedules for which PGW does not anticipate any interruptions. Interruptible sales
service is offered to large volume customers under contracts that permit service interruptions, usually on
short notice during peak load conditions or when specified low temperatures are reached. During fiscal
year 1998, 84.0 percent of PGW's gas sales volumes were provided as firm service to residential,
commercial and industrial customers, including municipal and housing authority customers. Interruptible
sales accounted for 16.0 percent of total sales.

Firm Sales Tariffs
Most firm sales customers are served under the General Service {GS) rate which has a flat rate for all

"consumption and a separate monthly charge for eachcustomer group. Municipal and Philadelphia Housing

Authority szles are served under separate firm sales rate schedules (MS and PHA) and represented 4.0
percent of PGW's total sales for the fiscal year 1998.

Interruptible Sales Tariffs
Interruptible sales customers are served under various rate schedules including: Boiler and Power Plant

Service - Rate BPS (“BPS”), Load Balancing Services (small, large and extra-large) (LBS-S, LBS-L, LBS-
XL), and Cogeneration Service (“CG"”). BPS is a flex rate which is set monthly in relationship to the
posted price of No. 2 (home-heating} fuel oil. Customers on this rate are generally only interrupted when
temperatures reach 18 degrees Fahrenheit. The LBS series of rate schedutes are also flex rates which are
set monthly in reference to the posted price of No. 6 (industrial ) fuel oil. LLBS customers have the lowest
priority of service. In recent years PGW has made significant progress in developing the sophistication of
its alternative fuel based, flex-rate monthly price offering procedures such that their procedures are
considered to be above average for the industry. This progress has facilitated the retention of the
interruptible sales market and has strengthened associated margins. CG service gas is priced at a rate which
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is a fixed margin above PGW's average cost of gas and which may be a negotiated margin for very large
customers that will utilize more than one million Mcf of gas per year,

Air Conditioning Provision

PGW also has an Air-Conditioning special provision included within rate schedules GS, MS, PHA, and
BPS which provides for gas service to separately metered gas powered cooling equipment at a discount
throughout the billing months of May through September. This provision, which is applicable to
equipment installed afier 1 September 1990 with a minimum cooling capacity of 15 R-tons, provides a
benefit to PGW by increasing the system load factor, thereby lowering overall costs to all firm sales
customers.

Economic Development Discount :

PGW continues to offer an Economic Development Discount of up to 15% for qualifying rate BPS
customers for up to three years. It is available to new or expanding large commercial or industrial
customers who, through significant investments in gas buming equipmenl, can increase their gas
consumption by more than 1,500 Mcf per month.

Natural Gas Vehicle Tariffs

An additional set of sales rate schedules offered by PGW are for Natural Gas Vehicle (“NGV™) service.
PGW offers uncompressed gas for firm service via a multi-part demand-commodity rate and interruptible
service via a rate which is adjusted monthly in relation to the published "PAD 1 Report” price for regular
unleaded gasoline. The NGV market is relatively new to PGW. PGW has added a significant number of
NGV vehicles to its own flect and has developed two new NGV refueling stations in the City. The market
potential for NGVs in the greater Philadelphia area could be significant and PGW's ownership by the City
may facilitate PGW's efforts in pursuit of that market. However, the recent period of low oil prices has
reduced market interest. An eventual retum to normalcy for oil prices is also expected to reverse that trend.

Gas Transportation Tariff

PGW also offers a Gas Transportation Service (“GTS”) rate, both as firm and interruptible service. It
provides for transportation of customer-owned gas under flexible rates with a cap equal to the margin of the
customer’s equivalent sales rate. The GTS rate was designed to provide a revenue-neutral approach for
PGW for existing interruptible customers that are seeking either interruptible or firm transportation services
for their gas supplies. Standby services and balancing provisions are also provided within the rate
schedules,
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FINANCIAL CONSIDERATIONS

REVENUE BOND FINANCING

Rate Covenants
All ontstanding revenue bonds issued prior to 1998 were issued under the 1975 General Ordinance. The

rate covenant in the 1975 General Ordinance requires that the City, at a minimum, impose, charge and
collect in each Fiscal Year, such gas rates and charges as shall, together with all other Project Revenues (as
defined in the Act) to be received in such Fiscal Year, equal not less than the greater of:

A. The sum of:
n All Net Operating Expenses payable during such Fiscal Year.

(i1} 150% of the amount needed to satisfy sinking fund requirements of principal and interest which
will become due and payable during such Fiscal Year for all bonds issued and outstanding under

the 1975 General Ordinance; and

(iti)  The amount, if any, required to be paid into the sinking fund reserve under the 1975 General
Ordinance during such Fisca) Year; or

B. The sum of:
) All Net Operating Expenses payable during such Fiscal Year; and

{i1) All Sinking Fund deposits required during such Fiscal Year with respect 1o all outstanding bonds
issued under the 1975 General Ordinance and general obligation bonds issued for improvements
to the Gas Works and all amounts, if any, required during such Fiscal Year to be paid into the
Sinking Fund Reserve under the 1975 General Ordinance.

The rate covenant in the 1998 General Ordinance requires the City, at a2 minimum, to impose, charge and
collect in each Fiscal Year such gas rates and charges as shall, together with all other Gas Works Revenues
to be received in such Fiscal Year, equal not less than the greater of:

1. The sum of’
(i) all Net Operating Expenses payable during such Fiscal Year,

(i1) all principal of and interest on bonds issued and outstanding under the 1975 General Ordinance
payable during such Fiscal Year and amounts required to be paid into the sinking fund reserve
under the 1975 General Ordinance during such Fiscal Year,

(ii1) 150% of the amount required to pay sinking fund deposits required during such Fiscal Year in
respect of all Qutstanding Senior Bonds (as defined in the 1998 General Ordinance) and 100% of
the amounts payable in respect of the Prior Obligations (as defined in the 1998 General Ordinance)
during such Fiscal Year,
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(iv)  the amount required to pay sinking fund deposits required during such Fiscal Year in respect of all
Qutstanding Subordinate Bonds (as defined in the 1998 General Ordinance) and other obligations
of the Gas Works on a parity with Subordinate Bonds payable during such Fiscal Year,

v) the amount, if any, required to be paid into the Sinking Fund Reserve under the 1998 General
Ordinance during such Fiscal Year,

(vi)  the Rebate Amount required to be paid to the United States during such Fiscal Year, and

(vit)  the amounts required to be paid to the issuers of Credit Facilities and the providers of Qualified
Swaps and Exchange Agreements (as such terms are defined in the 1998 General Ordinance)
during such Fiscal Year, or

2. Thesum of:
() all Net Operating Expenses payablé during such Fiscal Year,

(i) all principal of and interest on bonds issued and outstanding under the 1975 General Crdinance
payable during such Fiscal Year and amounts required to be paid into the sinking fund reserve
under the 1975 General Ordinance during such Fiscal Year,

(iii) all sinking fund deposits required during such Fiscal Year in respect of all Cutstanding Bonds and
all amounts payable in respect of obligations of the Gas Works which are on a parity with any of
the bonds issued under the 1998 General Ordinance and in respect of peneral obligation bonds

“issued for improvements to the Gas Works and all amounts, if any, required during such Fiscal
Year to be paid into the sinking fund reserve under the 1998 General Ordinance,

(iv) the Rebate Amount required to be paid to the United States during such Fiscal Year, and

(v} the amounts required to be paid to the issuers of Credit Facilities and the providers of Qualified
Swaps and Exchange Agreements during such Fiscal Year.

The Gas Commission is authorized and directed by the 1975 and 1998 General Ordinances to impose,
charge and collect, or cause 10 be collected, all rents, rates and charges which shall be sufficient in each
Fiscal Year to comply with the foregoing Rate Covenants.

Bond Ratings
In February 1999, Moody's Investars Service announced the downgrade of the underlying long-term ratings

of the Revenue Bonds of the Philadelphia Gas Works (“PGW”). A copy of the Moody’s rating change was
forwarded to the Municipal Securities Rulemaking Board on March 17, 1999, pursuant to Securities and
Exchange Commission rules.

Bond Proceeds
We have been informed by PGW that the proceeds from the sale of the Bonds will be used to:

« Finance PGW's current and future capital programs as approved by City Council.

» Refund all or-a portion of the City's outstanding Gas Works Revenue Bonds, Eleventh C Series and
Fourteenth Series which were issued under the 1975 General Ordinance.

» Pay any other Project Costs (as defined in the Act.)




It is understood that the bonds will be seéured solely by the revenues of PGW received from all ‘Gas
System users.

The $100.0 million of the Second Series Bonds (net after sinking fund reserve and issuance expenses) to be
issued in 1999, and the projected $75.0 million of the Third Series Bonds to be issued in 2003, will be used
as shown on Table 16. The application of proceeds from thése issues can be summarized as follows:

Amount

(000's)

Capital Improvement Fund Balance (08/31/98) $65,213

Total Revenue Bonds Issued for Capital Improvements

- Second Series Bonds (up to) 100,000

- Third Series Bonds issued in 2003 75,000

Less Deposits for Sinking Fund Reserve and Issue Expenses 8.440
{associated with Third Series Bonds to be issved in 2003)

Balance Available to PGW as Applied (08/31/05) $231.773

Capital Improvement Fund Drawdown $231,773

Capital Tmprovement Fund Balance (08/31/05) 0

Balance Accounted for (08/31/05) $231.773

CURRENT ESTIMATE OF 1999 RESULTS

Weather Results to Date

Fiscal year 1999 is turning out to be warmer than most years. This will have a major effect on planned
1999 income. PGW's current estimate of financial results is based on fiscal year 1999 containing 3,925
degree days, which is 675 degree days (14.7%) fewer degree days than the average weather which was
assumed for budget purposes. The current estimate for fiscal year 1999 is based on six months of actual
results (September, 1998 through February, 1999), and projections based upon other currently available
information for the remaining six months.

We consider the weather results for the winter of 1998-1999 to be significantly atypical. We believe that
average weather is the correct basis for PGW to use for budget and forecast plans.

Impact on PGW .

The 14.7% decrease in degree days in the current estimate for fiscal 1999 has affected PGW’s sales and
consequently affected its estimated financial results (Exhibit I[). PGW projects a drop in firm sales,
compared to original 1999 budgeted amounts, of 6,790 MMcf, amounting to a decrease of 11.2%. Fimm
sales, which primarily consist of heating load, tend to be most directly affected by changes in weather.
Residential and Commercial categories of firm sales are estimated to fall 9.2% and 14.7% respectively.
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Sales to interruptible customers are estimated to drop by (9.1%) to 8,740 MMcf. The reduction in
interruptible sales is primarily due to the warmer than normal weather which had a significant effect on the
Boiler & Power Service and L.LBS direct sales categories. Transportation service volumes are down slightly
(4.2%) from budget also primarily due to the effects of warmer than normal weather.

Total Billed Revenues, due to the effects cited above, are estimated to decline from the budgeted level of
$546.2 million to about $485 million, a drop of $61 million (11%), as shown on Exhibit 1I.

In order to offset that decline and ultimately meet the rate covenant under the 1975 and 1998 General
Ordinances, PGW initiated a series of expense reductions, as budgeted, and other initiatives. Total
reductions and savings from initiatives are projected to be approximately $18.5 million. At April 1, 1999,
nearly $15.0 million of such reductions had been realized. The remaining $3.5 miilion of reductions and
initiatives are anticipated to be realized by August 31, 1999. The reductions and expense initiatives consist
of (1) a decrease in the reserve for bad debt (savings of $3.5 million); (2) a decrease in labor costs for
overtime associated with normal winter and routine operations, personnel reductions achieved through a
hiring freeze and the capitalization of applicable labor costs to capital projects (savings of $5.0 million):
(3) restricted operating and maintenance spending (savings of $4.3 million); (4) reduction in pension
actuarial expense as a result of the overfunded status ($5.1 million); (5) other income primarily interest
earnings on restricied funds are expected to produce $.6 million in interest income. In addition, the
refunding of certain outstanding Gas Works revenue bonds will.result in $2.1 million in debt service
savings.

We believe the responses of PGW’s management are appropriate.

STATEMENT OF INCOME

We have reviewed Philadelphia Gas Works' budget and forecast of revenues, operating expenses, and
annual amounts of internally generated funds needed to satisfy its capital improvement program, its debt
service, payments to the City of Philadelphia, and working capital requirements. (Reference Tables [5
through 18 and Exhibits | through VI at the back of this report.) Recognizing current regulatory and
economic conditions under which PGW operates, we believe that PGW has developed a reasonable
financial plan for the budgeted fiscal year 2000 and the farecasted fiscal years 200 1-2005 assuming normal
weather conditions for the forecasted years. The 1999 Current Estimate is also shown in these Tables and
Exhibits and we consider this estimate to be atypical due to a warmer than normal winter.

Financial Plan

PGW's projections for gas revenues and expenses are based upon historical data and assumptions which we
consider reasonable. Other components of PGW's projected revenues and expenses have less of a historical
basis, but are also based on assumptions which we consider reasonable.

The budget and forecast contemplate increased revenues in the amount of $20.0 million in 2002.

Debt Service Coverage <
As detailed previously, PGW's rate covenant in the 1975 General Ordinance requires the debt service

Coverage ratio to be at least 1.50. PGW's applicable rate covenant in the 1998 General Ordinance requires a
debt service coverage ratio of (i) 1.00 for debt service on all outstanding Bonds issued under the 1975
Genera] Ordinance, (ii) 1.50 for debt service on all outstanding Senior Bonds issued under the 1998
General Ordinance, and 1.00 for debt service on outstanding obligations to the Philadelphia Municipal
Authoriry existing on the date of adoption of the 1998 Ordinance, and (iii) 1.00 for debt service on (a) all
Outstanding Subordinate Bonds issued under the 1998 General Ordinance and (b} all other obligationson a
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parity with such Subordinate Bonds. In PGW's rate proceeding before the Commission in 1988 all parties
agreed that there should be some cushion above the 1.50 level to allow PGW to retain its bond rating.
PGW's current projection (6 months actual plus 6 months estimated) results in sufficient coverage ratios
under the 1975 General Ordinance and sufficient funds above requirements under the 1998 General

Ordinance.

Bond coverage under both the 1975 General Ordinance and the 1998 General Ordinance has been
calculated as shown in Table 15A, assuming both the Sixteenth Series Bonds and the Second Series Bonds
are issued during fiscal 1999. Coverages of debt service from operations in this case are as follows:

Fiscal Year Ended August 31,

Current
Estimate  Budget Forecast
1999 2000 2001 2002 2003 2004 2005
Bonds
1975 Ordinance 1.64 1.95 2.30 2.48 3.01 2.88 3.33
Senior Bonds
1998 Ordinance 1.92 2.23 2.02 3.19 3.07 3.07 2.93
Subordinate Bonds
1998 Ordinance 6.75 13.46 14.94 26.24 31.02 30.58 33.37

This table indicates that sufficient funds are estimated to exist in each year of the forecast to provide the
required coverage for each type of debt service as specified under the terms of both the 1975 General
Ordinance and the 1998 General Ordinance. All of our tests made under the 1975 General Ordinance and
the 1998 General Ordinance show that sufficient funds to provide the required coverage can reasonably be
expected to be available during the forecast period.

Tabie 15B represents an altemnate scenario in which only the Second Series Bonds are issued in fiscal 1999.
No Sixteenth Series Refunding is included.

A third scenario is presented in Table 15C in which only the Sixteenth Series Bonds are issued in fiscal
1999. This table assumes that revenue bonds to finance revenue projects are issued in fiscal 2000.

Tables 15B and 15C indicate that sufficient funds are estimated to exist in each year of the forecast to

"provide the required coverage under terms of both the 1975 General Ordinance and the 1998 General

Ordinance under either of these alternate scenarios.

To the extent that the City of Philadelphia refunds a portion of the Fourteenth Series Bonds (as well as
Eleventh Series C Bonds), we believe this would not adversely affect the debt service coverages shown in
Table 15A, Table 15B, or Table 15C.
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PHILADELPHIA GAS WORKS
ORGANIZATION -ADDENDUM A

May 4, 1999

Phiadelphia Fagities
Management Corporation

* Board of Directors
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Chicf Executve Officer

Ben Haylar
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Dennis E. Stinson
Vice President

Executve Vice President
and Chief Operating
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Connle L. Bradtord
Vice Preskient
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Vice President

Badrugdin Karachiwala [ |

Fleld Services

Leo T, Mkidiemiss
Manager
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Brian C. Schenk
Manager

Customer Service

Alonzo Wetsier
Direclot
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John G. Kety
Director
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Gregory D. Marin
Intormation Technolegy Dperations Support
David Lee Hugh |. Brydges
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Wayne A. Morgan
Manager
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Manager
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PHILADELPHIA POPULATION ESTIMATES
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Source: Delaware Valley Regional Planning Commission.
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COMPARISON OF GAS COSTS ( $/MCF ) AMONG MAJOR PENNSYLVANIA UTILITIES

(A) (=] ©) (O = "
{005xA) (A-8) (C-D)

GROSS PA GROSS NET OBJECTIVE COMPARISON

FUEL RECEIPTS FUEL SOCIAL FUEL OF "E" TO

CosT TAX @ 5% COSsT COSTS COosT AVERAGE
PGW 4.4340 0.0000 4.4340 0.4152 4.0188 89.45%
PECO 4,4458 0.2223 42235 0.0000 4,2235 84.01%
UGl 51100 0.25585 4.8545 0.0000 4.8545 108.06%
Equitable 5.8900 0.2845 5.4085 0.0000 5.4055 120.32%
Peoples 4.0422 0.2021 3.8401 0.0000 3.8401 85.48%
Columbia 4.8500 0.2425 4.6075 0.0000 4.6075 102.56%
National Fuel 4.7348 0.2367 4.4981 0.0000 4.4581 100.12%

Average: 4.4926

Source: August 1998 PGW GCR filing,

6.0000

Objective Fuel Cost

SMCF

Natoral Fual

MAJOR PENNSYLVANIA GAS UTILITIES

Cogmiia

Equitabie
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PGW PROPOSED CAPITAL IMPROVEMENT PROGRAM
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PGW PROPOSED CAPITAL BUDGET
TOTAL FOR FY 1999 AND FORECAST YRS 2000-2005
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TABLE 1

PHILADELFHIA GAS WORKS
HISTORICAL NUMBER OF CUSTOMERS

Fiscal Year
Ended
Fiscal Yeats Ending August 31 June 30,
1998 1997 1996 1985 1994 1993 1992 1991 1990 1985 1980
Residential 487,876 485,716 A9D614 492601 493606 409,189 405,176 497696 494,253 500,378 516,683
Commerciaifindustrial
Firm: 23,981 24465 23909 24066 23,930 23,898 24236 24788 24614 18482 20328
Interruptible; 450 454 441 423 413 416 410 348 337 135 81
Municipal/Housing Authority 2 2 2 2 2 2 2 2 2 2 2
TOTAL 512,288 511,337 514,966 517,092 517,951 523,505 519,824 522,834 519,206 518,997 537,09_%

Y
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TABLE 2
PHILADELPHIA GAS WORKS
HiSTORICAL GAS SALES

MMc
Fiscal Year
: Ended
Fiscal Years Ending Augqust 31 June 30
1998 1997 1996 1995 1994 1993 1992 1991 1990 1985 1980
Firm:
Residential 41,621 46,809 51,330 43,748 51,188 49,210 47,432 43,325 47,898 46,104 51,520
Commercial 7,949 8672 9,234 7,913 8,862 8,412 8,226 7,710 7,792 6,419 6,510
Industrial 1,305 1,516 1,743 1,696 2,114 1,871 2,096 2,046 2,334 2,524 3,809
Municipal 1,269 1,348 1,516 1,310 1,441 1,443 1,554 1,270 1,394 1,355 1,641
Housing Authority 1,258 1,468 1,648 1,581 1,717 1,994 1,832 1,829 1,971 1,993 2,816
Saies for Resale 253 250 201 - 19 - 168 49 98 18 0
Taotal Firm 53,655 60,063 65,672 56,248 65,341 63,030 61,308 56,228 61,485 58,414 66,296
Interruptible:
Boiler and Power Services 3,994 3,643 3,548 3,220 2,477 3,319 2,898 3,282 3,251 1,681 10,085
Load Balancing Service 4,443 4,378 4,807 8,104 5639 7,026 6,174 8,934 6,987 9,756 10,945
Co-Generation 177 279 392 452 343 433 335 162 - - -
Natural Gas Vehicle (NGV) 3 6 8 6 - - - - - - -
GasTransportation-Retail 1,008 1,210 1,398 1,781 1,060 1,546 1,128 110 - - -
Tatal Interruptible 9,625 9,816 10,153 11,563 9,519 12,324 10,535 12,488 10,238 11,437 21,030
Total Sales 63,280 69,879 75,825 67,811 74,860 75,354 71,843 68,717 71,723 69,851 . 87,326
Gas Transportation Service 8,266 2,310 4,484 6,408 2.575 2,848 3,528 632 - - -

Total Sales w/ Transport ~ _71.546 721690 80309 __74219 . 77435 _ 78202 _ 75771 _ 69349 . 71723 . _B9.851 _ B7.326
Degree Days 3,996 4,622 5,159 4,200 4998 4731 4542 3900 4431 4,428 4,692
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PROJECTED GAS SALES
FISCAL YEARS 1999 THROUGH 2005
(MMcf)

Fiscal Years Ended August 31,

Current :
Estimate{a) Budget Forecast Forecast Forecast Forecast Forecast
1999 2000 2001 2002 2003 2004 2005

Firm:
Residential 42,383 45,763 45,662 45,572 45,506 45,465 45,442
Commercial 7,890 8,966 9,109 9,238 9,374 9,514 9,659
Industrial 1,326 1,424 1,521 1,652 1,785 1,918 2,052
Municipal 1,200 1,376 1,374 1,372 1,374 1,377 1,380
Housing Authority 1,188 1,317 1,312 1,309 4,308 1.309 1,310

Total Firm 53,987 58,846 58,978 59,143 59,347 59,583 59,843
Interruptible:
Boller & Power Service 3,586 4,302 4,509 4,724 5,098 5,470 5,839
Load Balancing Service 3,911 4,238 4,294 4,360 4,485 4,609 4,732
BPS - AIC 220 319 345 371 397 423 449
Grays Ferry 105 165 165 165 165 165 165
LNG Direct 5 - - - - - -
Co-Generation 205 233 228 228 228 228 228
Natural Gas Vehicle Serv. 3 3 3 3 3 3 3
Gas Transportation- Retail 705 638 620 5620 620 620 620

Total Interruptible 8,740 9,898 10,164 10,471 10,996 11,518 12,036

Total Sales 62,727 68,744 69,142 69,614 70,343 71,101 71,879
Gas Transportation Service 12,490 15,229 15,229 15,229 15,229 15,229 15,229

Totat Sales & Transport.* 75217 83,973 84,371 84,843 85,572 86,330 87,108
Degree Days 3,925 4600 4600 4 600 4 600 4,600 4,600

Note:

(a) Current Estimate is based on six months actual data and six months projections based
upen currently available information.

* Totals may vary due to rounding.




TABLE 4
PHILADELPHIA GAS WORKS
CUSTOMER BILLINGS {a)
FISCAL YEARS 2000-2005

Budget Forecaslt Forecast Forecast Forecast Forecast
2000 2001 2002 2003 2004 2005

Residential 483,673 482,621 481,654 480,973 480,529 480,280
Commercial 24123 24,508 24,856 25,221 25,599 25,989
industrial 1,122 1,197 1,300 1,405 1,510 1,615
interruptible 507 521 536 563 590 6516
Transportation 10 - 10 10 10 10 10
Municipal 906 905 904 905 807 909
Housing Authority 4,567 4,551 4,539 4,538 4,541 4,544

TOTAL 514,908 . 514,313 513,799 513,615 513,686 513,963

Note:
(a) average number of customer billings
{b) Total may vary due to rounding




TABLE 5
PHILADELPHIA GAS WORKS

CONTRACTS FOR TRANSPORTATION
STORAGE AND SUPPLY SERVICES
Contract Contract Quantity (0th) Expiration
Name Annual Daily Date
Transportation Contracis i
Direct Service .
Transco FT 60,302,380 165,212 March 31, 2005
PSFT 177,030 1,867 July 31, 201t
Texas Eastemn cDs 27,375,000 75,000 October 31,2001
FT-1 21,835,030 50,822 October 31,2001
‘Storage:Relaled
Transco GSS8 ts) 61,567 March 31, 2013
8-2 te).(b) 5,183 April 15, 2001
Texas Eastern 581 i 64,865 April 30, 2012
FTS-2 5,394 March 31, 2002
FT158-7 7.788 Margh 31, 2008
F18-8 25,709 March 31, 2006
Storage Contracts
Direct Servige .
Transco GSs 8l 4,123,733 61,567 March 31, 2013
5-2 fanasY 466 554 5,193 Aprih 15, 2001
wss ) 3,335,909 39,248 March 31, 1998 :
E£SS 849714 8,446 Coniract Pending
Texas Eastern S8-1 18 5,109,200 £4,965 April 30, 2012
Off-System Srorage ‘
Detivery via Texas Eastern ANR 1,887,724 13,266 March 31, 2013 '
Equitrans 522 500 4,998 April 1, 2002 :
. CNG-GSS-TE 3,018,971 34,047 March 31, 2006
Supply Contracts
. |
Firm Long Term |
Transco . . |
Pipeling FS toL(e 18,183,364 March 31,2001 }
3rd Party Multiple =] 5,180,000 Vangus i
Texas Eastern E
3rd Party Muttiple tat 5,193,449 various i
i
Storage !
Transco @ 8,906,171
Texas Eastern (0 10,256,036
Spot
Transco . ) 24,082,707
[ _Texas Eastem ) 23,457,004
Notes:
{2) Bundleg storage and transportation service

(4 Extended on a year to year basis
e} Valume seased 10 sutside company for peaking service
19} Baseq on the 1899-00 10&2 Budget Run Mormal Yeas




PHILADELPHIA GAS WORKS

SUPPLY / DEMAND BALANCE

FISCAL YEARS 2000 - 2005
NORMAL YEAR - 4600 HDD
(1000 Dth)

Table 6

;. °1.:2000. 2001 . ;2002 200350, 2004,
Firm 63,468 63610 63,788 64,008 64,263 64,543
Boiler and Power Service 4,913 5,045 5,198 5,458 5717 5,974
Load Balancing Service 4,517 4,639 4,779 5,018 5,256 5,493
Cogeneration 180 185 190 200 208 219
GTS 685 685 685 685 685 685
Natural Gas Vehicles 3 3 3 3 3 3
Trigen 87 67 67 67 67 87
Grays Ferry 171 171 171 171 171 171
Sub-Totals Sales 74,004 74,405 74,880 75,610 76,372 77,154
Plant Use 1,962 2,048 2,083 2,102 2,114 2,075
Storage Injection 19,242 19,242 19,242 18,242 19,242 18,242
Liquefaction 5,094 5,094 5,094 5,094 5,094 5,094
Total Demand ) 100,302 100,789 101,308 102,048 102,822 103,585

_rSupplies

* Transco (g 47,426 47,727 48,051 48,512 48,8909 49,457
Texas Eastern ¢ 28,661 28,845 29,041 29,319 28,552 29,891
Storage Withdrawal 19,162 19,182 19,162 19,162 19,162 19,162
LNG 5,055 5,055 5,055 5,055 5,055 5,055
Total Supplies @) 100,304 100,789 101,308 102,048 102,668 103,565

{2} Includes Unaccounted - for Gas
{b) Totals may vary due to rounding
(¢} Gas Delivered to City Gate

5/5/89
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PHILADELPHIA GAS WORKS

SUPPLY / DEMAND BALANCE
FISCAL YEARS 2000 - 2005
YEAR - 5280 HDD

(1000 Dth)

DESI

2000:

©,2001

L2002 .

20038

Table 7

Firm 70,378 70,536 70,733 70,977 71,259 71,570
Boiler and Power Service 4,401 4,519 4656 4,889 5,121 5,352
Load Balancing Service 3,097 3,180 3,276 3,441 3,604 3,766
Cogeneration 136 140 144 151 158 165
GTS 487 487 487 487 487 487
Natural Gas Vehicles 2 2 2 2 2 2
Trigen 30 30 30 30 30 30
Grays Ferry 84 84 84 84 84 84
Sub-Totals Sales 78,615 78,978 79,412 80,0861 80,746 81,456
Piant Use 1,916 1,999 2,044 2,041 2,054 2,041
Storage Injection 19,103 19,103 16,103 18,103 19,103 19,103
Liquefaction 5,036 5,036 5,036 5,036 5,036 5,036
~ Total Demand ;) 104,670 105,117 105,595 106,241 106,938 107,636
Supplies
Transco (o 50,492 50,765 51,0680 51,460 51,891 52,322
Texas Eastern (g 31,193 31,366 31,549 31,795 32,081 32,328
- Storage Withdrawal 17,956 17,956 17,956 17,956 17,956 17,956
__ LNG 5,030 5,030 5,030 5,030 5,030 5,030
' Total Supplies ) 104,671 105,117 105,585 106,241 106,938 107,636
" Notes:
{a) Includes Unaccounted - for Gas
{b) Totals may vary due to rounding
{c} Gas Delivered to City Gate
Tables 7, Figure5B.xis 4/30/99




TABLE 8

HILADEL PHiIA GAS WORK
Peak Day and Peak Hour Capacity (M

Eiscal Years 2000-2005

(Design Peak Day Weather = 0 degrees P)
(Design Peak Hour Weather = -5 degrees F)

(Mmef @ 1.030 Btufef)

2000 2001 2002 2003 2004 2005
893 1038 157.4 1574 157.4 157.4
6.1 53.6 0 0 0 0
19 19 19 19 18 19
44 44 44 44 44 4.4
52.3 523 523 523 523 523
19.4 19.4 19.4 19.4 19.4 1.4
10.2 10,2 10.2 102 102 102
216 216 216 216 216 216
728 72.8 728 728 728 728
58.1 58.1 58.1 58.1 58.1 58.1
63.1 83.1 63.1 63.1 63.1 B3.1
: 856 66 66 86 65 66
' CNGFTS-8 (2) 218 218 218 218 218 218
P fQuiiblaF TS-2 (4) 49 49 49 49 49 49
MR ©) 128 129 129 128 129 128
227.3 2273 227.3 2273 227.3 2273
4433 4433 4433 4433 4433 4433
540.0 540.0 540, 540.0 5400 540.0
9833 9833 9833 9833 9833 9833
719 410 41.0 #10 410 410
i Posk Day Demand 773.0 778.7 783.9 789.1 794.3 7994
20m Poak Hour Demand 315 378 38.0 383 385 2838

gg::ﬁﬂocts 3,000t of Transco capacity released in lieu of South Jarsey Deal

octs 87'.5 % contract limitation on maxium monthly storage withdrawal
Equ:t: l;-amices do not contain fransport components and are therefore not included in totals. peakdayvolumes.xis
e le storage MDWGQ = 4 998dth; Tetce FTS:-2 has MK = 5,394dth 5-May-83
%



TABLE 9

PROPQOSED CAPITAL IMPROVEMENT PROGRAM

{$000)
Total Total

Category 1999(4) 2000 2001 2002 2003 2004 2005 3 %
Gas Processing $2,435 $14 539 $2,814 $3,550 $9.214 $17.330 $1.054 $50,936 13.6%
Distribution 25717 26,237 30,953 31,536 32,111 32,751 33,374 $212,709 56.6%
Field Services 8,240 7,242 5,071 5,066 4,593 4,684 9,322 $44,218 11.8%
Transportation 2,316 4372 4,811 4,993 5137 5,288 5,437 $32,352 8.6%
Other 11,105 8,465 4,965 4 180 3,460 1,669 1,479 $35,324 9.4%

$49,813 $60,856 $48.614 $49,325 $54,545 $61,720 $50,666 $375,539 100%
Less:
Reimbursements{1) {(4,057) (802) (817} (833) (849) {BB5) {881) {9,104) -2.5%
Contributions(2) {(113) (121 {121) (124) {127) (130} {133) (875) -0.2%
Salvage(3) {39} {313} (452} {465) (478) {491) (504) (2,742) -0.8%

{$4,215) {$1,236) {$1,300) {$1,422) (51,454} {$1,486) {$1.518) {$12,721) -3.5%

Totaj: $45,598 $59,620 $47,224 $47.903 $53,091 $60,234 $49,148 $362,818

Notes:

{1) Funds available from government agencies,
(2} Customer contributions in aid of construction,

{3} Funds received from sale of scrap melals, used vehicles, equipment, etc.

(4) 1999 Program Year reflects Recommended Decision by Gas Commission Hearing Examiner.



PHILADELPHIA GAS WORKS
MAJOR CAPITAL BUDGET ITEMS

2000 %% OF 1999 % OF AMOUNT PERCENT

CODE DESCRIPTION PRICRITY DEPT. AMOUNT BUDGET AMOUNT BUDGET DIFFERENCE: DIFFERENCE
53-02-2-01 Phase - LNG Liquefaction Plant 2 Gas Procesing 14185 23.3% 1,886 3.8% 12,259 652.1%
SUBTOTAL GAS PROCESSING 14,185 23.3% 1,886 3.8% 12,299 652.1%
52-214-1-01 Lowiinter Pressure 8" Smailer Additions 4 Distribution 1,252 21% 1,152 2.3% 100 B87%
52-21-2-01 LowiInter Pressure 8" Enforeced 3 Distribution 3,729 61% 3,729 7.5% - 0.0%
52:21-2-N Prudent Replacement 1 Distribution 3,235 53% 1,741 3.5% 1,494 B85.8%
52-22-2.02 Market-Frankford Construction Project 3 Cistribution - 0.0% 3,716 7.5% (3,716) -100.0%
52-24-1-1 New 1-1/4" and Smaller Services 4 Distribution 2,185 3.6% 2187 4.4% {2) 0.1%
5224402 New 2" and Larger Services 4 Distribution 1,400 23% 1,100 2.2% v 27.3%
52-24-2-01 Renewal of 1-1/4" and Smalier Services 1 Distribution 9,623 15.8% 9,046 18.2% 577 6.4%
SUBTOTAL DISTRIBUTION 21,424 35.2% 22,671 45.5% (1,247) -5.5%
50-30-1-01 Purchase and Installatiion of Meter - additions 4 Field Services 1,842 30% 542 1.1% 1,300 233.9%
50-30-2-01 Meter Purchases o support AMR 1 Field Services 1,255 21% 850 1.8% 365 41.0%
50-36-1-01 Purchase/instaliation of ERT for AMR S Field Services 1,836 3.0% 6,164 12.4% (4,328) -70.2%
50-36-2-01 Replace AMR Units S Field Services 827 1.4% 360 0.7% 467 129.7%
SUBTOTAL FIELD SERVICES 5,760 9.5% 7,956 16.0% (2,196) -27.6%
73-01-2-02 Vehicle Replacement 2 Transportation 3.436 56% 1,841 3.7% 5,595 B86.6%
SUBTOTAL TRANSPORTATION 3,436 5.5% 1,841 37% 1,595 86.5%
4701106 Y2 Contingency 5 info Tech - 0.0% 1,16 2.0% (1,018) -100.0%
47.01-2-01 System Services 5 Info Tech - 0.0% 1,948 3.9% {1,948) -100.0%
47-01-202 Replace PBX p info Tech - 0.0% 2,760 5.5% (2,760} -100.0%
47-01-2-04 Network Services & Info Tech - 0.0% 1,249 2.5% {1,249) -100.0%
09-01-2-01 Replace SCADA 5 Gas Control - 0.0% 999 2.0% (999) -100.0%
40-01-1-M1 Enhance Financial System 5 Finarce - 0.0% 200 1.8% {900) ~100.0%
71-01-2-01 Replace Material and Purchasing System 2 Material Mgt 1,269 21% - 0.0% 1,269 #DIvie!
10-01-1-02 Implement Customer Cantact Tracking System 5 Customer Serv 600 1.0% - 0.0% 600 #DIVIO1
7101-2-01 Enhance Customer Information System 5 Customer Serv 402 0.7% - 0.0% 402 #DIVIOI
72-01-1-04 Construct CNG Refueling Station 5 Build Serv 550 0.9% - 0.0% 550 #DIVIO
72-01-2-09 Upgrade CS5 Centers 5 Customer Serv 525 0.9% - 0.0% 525 #OIVOL
SUBTOTAL OTHER DEPARTMENTS 3,346 5.5% 8872 17.8% (5,526} £2.3%
TOTAL MAJOR PROJECTS 48,151 79.1% 43,228 88.8% 4,926 11.4%
ALL BUDGETED PROJECTS €0,958 100.0% 48,813 100.0% 11,043 22.2%
Note: All values afe piior to reimbursements, contributions, and sajvage. 3
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JABLE 11

PHILADELPHIA GAS WORKS BENCHMARK FOR

RETURNED CHECK CHARGES MAINTAINED BY GAS DISTRIBUTION UTILITIES

COMPANY
National Fuel Gas
Atlanta Gas Light

Pubfic Service Electric & Gas
Baltimore Gas & Electric

Delmarva
Boston Gas

Washington Gas - VA
Elizabethiown Gas

Dayton Power & Light
Cincinnati Gas & Electric
Peoples Gas Light & Coke
Wisconsin Gas
Washington Gas - DC
Brocklyn Union
Connecticut Naturat Gas
Washington Gas - MD

Minnegasco

Southern Connecticut Gas
Rochester Gas & Electric
Southern California Gas
Pacific Gas & Electric

MichCon

OF 22 COMPANIES WHICH HAVE SUCH A CHARGE

HIGHEST:

MODE: ( 7 occurences )

MEAN:
MEDIAN:
LOWEST:

Philadelphia Gas Works:

Philadelphia Gas Works:

{SURVEY OF 1995)

PRIMARY CITY

Buffalo/Erie
Atlanta

Newark
Baltimore
Wilmington
Boston
Washingion
Union
Dayton
Cincinnati
Chicago
Milwaukee
Washington
New York
Hartford
Washington
Minneapolis :
New Haven/Bridgeport
Rochester
Los Angeles
San Francisco
Detroit

Most Frequent:
Simple Average:
Middie of List:

re. 1985

re. 1996

( for occurences within a 24 month period )

CHARGE

$20.00
$15.00
$11.48
$10.00

$5.00

$5.00

$8.00 first
$18.00 second
$34.00 third

PGW'96(3)

PGW'96(2)

PGW'95(1)

PGW'95

(M
@
(3)
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TABLE 12

PHILADELPHIA GAS WORKS BENCHMARK FOR

CUSTOMER SERVICE CALL CHARGES MAINTAINED BY GAS DISTRIBUTION UTILITIES

{Weekday, Normal Hours, Hourly Average Charge, not including parts)

COMPANY

Atlanta Gas Light
“Minnegasco

MichCon

Wisconsin Gas

Peoples Natural Gas
Elizabethtown Gas
Delmarva

Baltimore Gas & Electric
Consolidated Edison
Providence Gas
Rochester Gas & Electric
Boston Gas ,
Southern Connecticut Gas
Peoples Gas Light & Coke
Connecticut Natural Gas
Washington Natural Gas
National Fuel Gas

" HIGHEST:

MEDIAN:

MEAN:

MODE: ( 3 occurences )
LOWEST:

Philadelphia Gas Works:

Philadelphia Gas Works:

( SURVEY OF 1895 )

PRIMARY CITY

Atlanta
Minneapolis
Detroit
Milwaukee
Pittsburgh
Union
Wilmington
Baitimore
New York
Providence
Rochester
Bosion

New Haven/Bridgeport
Chicago
Hartford
Seattle
Buffalo/Erie

CHARGE

Middle of List:
Simple Average:
Most Frequent:

re. 1895

re. 1996

OF 17 COMPANIES WHICH PROVIDE SERVICE AND CHARGE CUSTOMER

$100.00
$72.00
§70.74
$53.00
$41.00

$30.00

$53.33 - $66.67 Residential
$80.00 - $110.0 Commercial

<== PGW'96
commercial (3)

PGW'96
residential

PGW'95

(1)

(2
&)

(2)

(1




TABLE 13

PHILADELPHIA GAS WORKS BENCHMARK FOR

FIELD COLLECTION CHARGES MAINTAINED BY GAS DISTRIBUTION UTILITIES

{ Residential, Weekday, Normal Hours )

COMPANY

Belmarva

Baltimore Gas & Electric
Elizabethtown Gas
Consolidated Edison
Pacific Gas & Electric
Washington Gas - MD
Washington Gas - DC

HIGHEST.:

MODE: ( 3 occurences )
MEAN:

MEDIAN:

LOWEST:

Philadelphia Gas Works:

Philadelphia Gas Waorks:

( SURVEY OF 1995 )

PRIMARY CITY CHARGE
Wilmington $15.00
Baltimore $15.00
Union $15.00
New York
San Francisco ooz
Washington
Washington

1]

OF 7 COMPANIES WHICH CHARGE FOR FIELD COLLECTION

_ $15.00
Most Frequent $15.00
Simple Average: $11.64
Middle of List: $11.00
$7.00

re. 1995 No Charge
re. 1996 $10.00

PGW'96 (2)

PGW'95 (1)

(1)
(2)
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Initlat Money Available Far Grants
Cash
Cnsis

Numbec Of Grants

Staie of PA
Cash
Crisis

Total State of PA

TABLE 14

PHILADELPHIA GAS WORKS
PGW LIHEAP PARTICIPATION

Fiscal 96 = Fiscal 97 Fiscal 58 Fiscal 99

Actual Actual Actual Forecast
[ Number — Percent | [ Number Percent | | Numper Percent | [ Number Percent |

$51,267,542 £63,183,561 5 62,698,318 558,100,000

534094179 66.5% £50,344,451 79.7% 5 49,116,705 78.3% $53,786,350 91.0%
$17,173,362 33.5% 512,838,510 20.3% $ 13581612 23.7% S 5313650 9.0%
244 461 234,521 787% 231,694 78.2% 225,259 91.4%
70,703 63,310 21.3% 64,674 21.8% 21,255 B6%
315,164 297,631 100.0% 296,358 100.0% 245,514 100.0%

Crisis - CRP

Cash - Non-CRP

Crisis - Non-CRP

- 27,184
16,422 417%
3356  52.8%
3005 41.2%

19,185

4,010
3,580

40.0%

52.8%
47.2%

20,171

6,545
5,595

58.9%
41,1%

53.9%
48, 1%

23,877
24,174

2,151
1,839

Cash
Crisis

Total State of PA

$34,124.311
317,173,052

551,297,362

$50,422. 015
$17,629,303

$66,051.318

S 45,570,494
S 16,168,500

$ 62,738,894

547,980,167

5 5,313,650

$53 293817

Coes not include Supplemental Benefit of 6.5 milion




COVERAGE OF DEBT SERVICE FROM OPERATIONS

PHILADEL PHIA GAS WORKS

Sixteenth Series Bonds and Second Series Bonds Issued

Funds Available For Debt
Service Calculation (Exhibit V)

1975 Ordinance Bonds
Debt Service Bonds

Debt Service Coverage

Net Avallable After Prior Debt Service

Capital Lease for Building
Other Capital Leases
Total

Net Available After Capital Leases

1998 Ordinance Senigr Bonds
Debt Service Existing
Debt Service Proposed

Total

Debt Service Coverage

Net Availabie after Debt Service on Sr. Bonds

1938 Ordinance Subordinate Bonds
Debt Service ’
Debt Service Coverage

Fiscal Years Ended August 31,

Current {a)

Estimate Budget Forecast Forecast Forecast Forecast Forecast

1998-99 1999-2000 2000-01 2001-02 2002-03 (b) 2003-04 200405
$94 573 $115,742 $118,351 $137182 $142,807 $144,248 $146.779
$57.741 $59,330 $51.402 $55,312 $47.442 $50,056 344,052
1.64 1.95 2.30 248 3.01 2.88 3.33
$36.,832 $56,412 $66,949 $81.870 $85,465 $94,192 $102,727
7.882 7.991 7.977 5,953 3,997 3,998 1,999
$7.882 $7.991 $7.977 $5,953 $3,997 $3,598 $1,999
$28,950 $48,421 $58,972 $75,917 $91.468 $90,194 $100,728
$15,097 14,128 $22,047 $186,711 $22.646 $17.371 $21.495
a 7,565 7.181 7,123 7121 11,998 12,934
$15,097 $21.,693 $29,228 $23,834 $29,767 $29.369 $34,429
1.92 223 2.02 3.19 3.07 3.07 2.93
$13.853 $26,728 $29,744 $52,083 361,701 $60,825 $66.299
$2,053 $1.986 $1.891 $1,985% $1,989 $1,989 $1,987
6.75 13.46 14.94 26.24 31.02 30.58 33.37

{a) Current Estimate is based on six months actual data and six months projections based upon currently available information.
{b} Assumes tax-exempt interest rate of .5% for Senior new money issue under the1998 Gen'l. Ordinarnce in 2003 ($75.0 miflion).



TABLE 158

PHILADEL PHIA GAS WORKS
COVERAGE OF DEBT SERVICE FROM OPERATIONS

Only Second Series Bonds Issued

Fiscal Years Ended August 31,

Current (a)
Estimate Budget Forecast Forecast Forecast Forecast Forecast
1998-99 1999-2000 2000-01 2001-02 2002-03 (b} 2003-04 2004-05
Funds Available For Debt
Service Calculation (Exhibit V) $94,573 $115,742 $118,351 $137,182 $142 907 $144,248 $146,779
1975 Ordinance Bonds :
Debt Service Bonds $59,847 $55,849 $51,918 $55,830 $47.981 $50,570 $44 569
Debt Service Coverage 1.58 1.93 2.28 2.45 2.98 2.85 3.29
Net Available After Prior Debt Service $34,726 $55,893 $66,433 $81,352 $94 946 $93.678 $102,210
Capital Lease for Building - -
Other Capital Leases 7,882 7,991 7,977 5,953 3,997 3,968 1,999
Total ) $7.882 $7,991 $7.977 35,953 $3,097 $3,998 $1,999
Net Available After Capital Leases $26,844 $47 802 $58,456 $75,399 $90,949 $89,680 $100,211
1998 Ordinance Senior Bonds
Debt Service Existing 515,097 14,128 $22,047 16,711 $22,646 $17.371 $21.495
Debt Service Proposed 0 7.5656 7,181 7,123 7,121 11,998 12,934
Total $15,097 $21,693 $29,228 $23,834 $20,767 $29,369 $34,429
Debt Service Coverage 1.78 2. 2.00 3.16 3.06 3.05 2.91
Net Available after Debt Service on $Sr. Bonds $11,747 $26,209 $29,228 $51,565 $61,182 $60,311 $65,782
1998 Ordinance Subordinate Bonds
Debt Service $2,053 $1.986 $1.981 $1,985 $1,989 $1,989 $1,987
Debt Service Coverage 572 13.20 14.68 25.98 30.76 30.32 3311

{a) Current Estimate is based on six months actual data and six months projections based upon currently available information.
{b) Assumes tax-exempt interest rate of 6.5% for Senior new money issue under the 1998 Gen'l. Ordinance in 2003 ($75.0 million),
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TABLE15C

- PHILADELPHIA GAS WORKS
COVERAGE OF DEBT SERVICE FROM OPERATIONS

Only Sixteenth Series Bonds Issued
(Assumed issuance of bonds to finance capitai

projects in FY 2000} Fiscal Years Ended August 31,
Current (a)
Estimate Budget Forecast Forecast Forecast Forecast Forecast
1998-99 1999-2000 2000-01 2001-02 2002-03 {b) 2003-04 2004-05
Funds Available For Debt
Service Calculation (Exhibit V) $983,643 $111,391 $118,357 $137,187 $142,907 $144 248 $146,779
1975 Ordinance Bonds
Debt Service Bonds $57.741 $59,330 $51,402 $55,312 $47 442 $50,056 $44,052
Debt Service Coverage 1.62 1.88 2.30 2.48 3.01 2.88 3.33
Net Available After Prior Debt Service $35,902 $52.061 $66,955 $81,875 $95,465 $94,192 $102,727
Capital Lease for Building - - )
Other Capital Leases 7,882 7,991 7,977 5,853 3,997 3,998 1,999
Total $7.882 $7,991 $7.977 $5,953 $3,997 $3,998 $1,999
Net Available After Capital Leases $28,020 $44,070 $58,978 $75,922 $91,468 $90,194 $100,728
1998 Ordinance Senior Bonds
Debt Service Existing $15,007 14,128 $29.612 $23,832 $29,769 $24,492 $28,618
Debt Service Proposed 0 0 0 0 0 4,875 5,815
Total $15,097 $14,128 $29612 $23.832 $29.769 $29,367 $34,433
Debt Service Coverage 1.86 312 1.99 3.19 3.07 3.07 2.93
i Net Available after Debt Service on Sr. Bonds $12,923 $29,942 $29,366 $52,090 $61.699 $60,827 $66,295
' 1998 QOrdinance Subordinate Bonds
Debt Service $2,053 $1,986 $1,991 $1,985 $1,989 $1,989 $1,987
Debt Service Coverage 6.29 15.08, 14.75 26.24 31.02 30.58 33.36

(a) Current Estimate is based on six months actual data and six months projections based upon currently available information.
{b) Assumes tax-exempt interest rate of 6.5% for Senior new money issue under the 1998 Gen’l. Ordinance in 2003 ($75.0 million).




IABLE 18
FPHILADELPHIA GAS WORKS
SOURCES AND USES OF CASH FOR
CAPITAL IMPROVEMENT EXPENDITURES

FISCAL YEARS 1994 THROUGH 2005

{000’s})
Current
A c T U A L Budget Esthnate Budget ) F [+] R E c A S T
1834 1335 1996 1887 1938 1939 1993 2000 2001 2002 2003 2004 2005

Sowces:

Bond Proceeds @ Par $183,880 L0 50 30 $103,550 30 $109,170 50 30 30 375,000 s0 $0
Proceeds From Capilal

Leasing o 20,100 23,000

PGW Inlernally Generaled

Funds 27 9,568 24 206 47 081 21,483 25,701 26277 12,026 6,527 22929 27 572 33,520 34,697

Total Sources $183,907 39,568 544,406 370,081 $125,033 $25.701 $135,447 $12.026 36,527 $22,929 $102,572 $33,520 534,697

USES:

Changes in Capital

Imptovement Fund 318,303 ($43,061) ($905) - 317,410 $43,576 {347.500) $50,000 {$45,307) ($45,000) {324,908) 341,560 ($26,000) {$15,560)
Discount & issuance Exp. 7.553 202 169 5,795 2,049 2625

Deposit lo Sinking Fund {28) 5,165 71N 5,815

Funds Deposited in Escro 105,512

Capial Expenditures 52,567 52629 45,109 52,502 70,497 73,201 78,277 57,333 51,527 47 835 52572 59,520 50,257

Total Uses $183,907 39,568 344 406 570,081 $125,033 $25.701 $135,447 512,028 56,527 $22.929 $102,572 $33,520 $34,697

Capital linprovement Fund

Deposil $70,843 30 310,898 $22.801 382,590 30 $100,000 $0 30 $0 366,560 30 $0
Drawdown {52,540} {43,061} (20,8093} {5,421} {49,014) {47.500) (50,000} {45,307} {45,000 {24,806) {25,000} {26,000 {15,560)
Changes in Fund $18,303 ($43,061) (3905) $17,410 $43,576 (347,500} $50,000 ($45,307) {345,000) ($24.908) $41 560 ($26,000) {$15,560)
Balance End of Period 548,193 55,132 $4,227 $21,637 363,213 $17,713 $113,213 365,506 $24,906 50 $41,560 515,560 30
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a TABLE 17
PHILADELPHIA GAS WORKS
ACCOUNTS RECEIVABLE, RESERVE FOR BAD DEBT,
WRITE-OFF EXPENSES, DELINQUENT CUSTOMERS,
AND REVENUE STATISTICS
($000j
Fiscal Years Ended Augqust 31,
Actual Actual Actual Actual Actual Actual
1993 1994 1995 1996 1997 1998

Billed Gas Revenues $526,723 $554,212 $477,601 $539,119 $548,455 $497,985
Accounts Receivable 132,574 171,730 140,002 143,303 132,560 110,790
Reserve for Bad Debt 54,565 73,772 79,185 83,214 77,100 64,724
Reserve as a Percentage
of Accounts Receivable 41.2% 43.0% 56.6% 58.1% 58.2% 58.4%
Write-Off Expenes 28,355 23,927 37,518 33,875 39,149 45,973
Receivables as a Percentage
of Sales Revenues 25.2% 31.0% 29.3% 26.6% 24.2% 22.2%
Delinquent Customers
( Annual Avetage ) 145,092 143,613 112,712 119,806 120,901 117,394




Billed Gas Revenues
Accounts Receivable
Reserve for Bad Debt

Reserve as a Percentage
of Accounts Receivable

Write-Off Expenes

Receivables as a Percentage
of Sales Revenues

JABLE 18

PHILADEL PHIA GAS WORKS

FORECAST OF ACCOUNTS RECEIVABLE, RESERVE

Current

Estimate

1999
$484.372
76,816

57,830

75.3%

36,769

15.9%

FOR BAD DEBT | WRITE-OFF EXPENSES,

AND REVENUE STATISTICS

Budget
2000

$501,453
75,390

50,830

67.4%

35,000

19.0%

($000)

Forecast

2001
$514,146
76,812

46,250

60.2%

33,000

14.9%

Fiscal Years Ended August 31,

Forecast
2002*

$544 560
80,171

43 413

54.2%

32,500

14.7%

Forecast

2003*
$555,256
83,664

41,869

50.0%

32,500

15.1%

Forecast

2004*
$567,861
87,390

41,703

47.7%

32,500

15.4%

Forecast

2005*
$552,921
90,261

42,800

47.2%

32,500

16.3%

* The forecast envisions an increase in the amount of $20 million of revenue enhancement in 2002 from either a general rate increase or from
equivalent savings in operating expenses or from a combination of both.
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PHILADELPHIA GAS WORKS
SELECTED OPERATING STATISTICS

Fiscal Data 1389 1950 1981 1992 1993 1834 1995 1998 1997 1588
Number of Customery 516,143 516206 522,834 519,824 523,505 517,951 517,092 514,968 511,337 512,289
Miles of Distribution Mains 3.031 3,014 3,008 3,014 3o 3017 3015 3023 3,021 3,022
Utility Plant {$000) (1} 840,248 892,970 940,267 987,437 1,031,592 1,077,975 1,124,757 1,156,201 1203.720 1271131
Total Gas Sales (MMcl) (2) 72533 71723 £9,349 757711 78,202 77,435 74,217 80,309 72,9 71548
Operating Revenues ($000)
Heating $379 873 $376.006 $356,150 $393,336 $422 998 $472,326 $385,545 $475,956 $450,240 $406,826
Non-Heating 87.607 90,245 98,347 86,484 85418 83,895 85,678 01,146 90,451 81,513
Gas Transportation 0 o 460 2,354 621 380 1,307 1,108 1,441 2258
Other Operating Revenues 5,426 5,929 6615 8.030 7.942 12,318 8.420 7,833 8838 7088
Total Operating Revenues 3472,708 $472,172 $461,572 $490.214 $526,977 $573819 $478,950 $576,048 $550,970 $497 695
Other Income 12,858 11,880 12,636 10,238 11,203 6,989 29,293 7.667 7514 5,370
Operating Expenses ($000)
Naturaf Gas 8 Raw Material 237,932 231,399 208,825 211,625 243274 274103 2135845 276,856 271,631 246 599
Gas Processing 24,565 24,353 21,939 21,494 21,458 21,822 18,645 14,846 14,238 13,582
* Field Services 20,382 19,229 17,835 21,387 20,100 23036 17,448 18,492 18,883 18,032
Distribution 16,244 20,588 18,519 19,422 20,674 25,003 19,561 22817 20,454 16,500
Collection & Meter Reading (3} 32,383 37,241 42,963 41,498 44,613 58,718 60,315 54,549 46,778 48,922
Administrative & Qeneral 27,185 26,989 28,687 35,357 39,960 36,793 44,593 40,282 40,485 43379
Other Operaling Expenses (4) 60612 56,676 58,115 59,262 60,665 66,206 53,016 70,833 70,615 68,520
Total Operating Expenses $419,303 $416,475 $396,883 $410,045 $450,744 $505,681 $427.223 $458,675 $483,084 $451,634
Interest Expense 47,736 49,007 52,871 55,555 53,967 53,516 55,746 53.736 51,429 50,456
Het income $18,525 $18,570 $24,454 $34,852 $33,468 $15.711 $25274 $31,304 $23.971 $875

{1) Gross Utility Plant at Original Cost

(2) Includes Gas Transportation in years 1991 through 1997

(3} Includes Appropriation for Bad Debt Expense

{4) Includes Customer Service, Customer Accounting, Marketing, Pensions, Taxes & Net Depreciation and Amortization.




EXHIBIT i

PHILADELPHIA GAS WORKS
FORECAST STATEMENT OF INCOME :
FISCAL YEARS 1998 THROUGH 2005 ’

{$009Q%
With Customer Charge of $8.00
Effactive 6/1/99 impacting FY 1999 Only.
Fiscal Years Ended August 31
Current
Actual Esxtimate{a) Budget Eorecast Eorecast Fofecast Fofecast Forecast
1998 1999 2000 2001 2002 2003 2004 20056
Operating Revenues
Saies (Current Rates & Changes to GCR) $408,7658 $462,553 $512,033 $514,196 3524610 $555.306 $567.911 $572.971
Projected Rate Increase - Current - 3,966 - - 20,000 - - -
Appliance Repair & Other Revenues 14,111 14,009 13,924 13,724 4,135 14,560 14,997 15,447
Othar Operating Revenuss 8927 B 484 B.550 B, 484 09886 9,163 9371 9,454
Total Operating Revenues $511,806 $489.012 3534507 $536,404 $567,732 $579,029 $592,279 $597 872
Operating Expenses
Natural Gas & Raw Matarial $2465,69% $224,104 $245,440 $245,265 $253,103 $259,839 $268,323 $267,596
Gas Processing 13,582 13371 13,368 13,722 13,880 14175 14,462 14,810
Othar Operating & Maintenance (Exhibh i1 169,835 173,826 179,879 176,950 179,297 182 326 186,821 185957
Operating Expenses Excl. Dapreciation $430,116 $411.301 $438,487 $435,937 $446,280 $456,340 $469,606 $468,363
Daprociation 35,391, 29,838 30,498 31,394 32,265 33,104 34084 38,846
Total Operating Expenses $465,507 $441,139 $468,985 $467,301 $478,545 $489 444 $503,690 $507,209
Net Operating Income $46.299 $47 873 365522 $69,073 489,187 $3058% $B8 580 $90.563
Other Income ' 5,132 8,001 9,542 7401 5,100 9250 10,253 8,600
Net Income Before Interest $51,431 $55,874 $75,064 $76,474 $94.287 $98,835 $98,842 $99,463
interest Expense
Long-Tem: Debt Interest: ' .
Revanue Bonds $38,730 $41,761 $46,898 $44,554 $42,535 $43,125 $43,178 $41.847
PMA Bonds & Subordinate Debt 1,315 1,023 966 926 880 834 784 732
Capital Leases £,982 1,655 1,298 913 559 364 170 8
Discount & Expenses 1,675 1,448 _1.401 1,319 1,235 1,227 1,224 1,222
Total Long-Term interest $44,702 $45.885 $50,563 $47.712 $45,209 $45 550 $45,356 $43,809
Other Interest
Short-Term Debt $2.992 $2,477 $3,209 $3.294 $3.379 $2,955 $3,050 $3,135
Loss From Extinguishment of Debt 3,103 3,210 3,393 3,249 3,000 2,922 2,761 2,754
Interest on Customer Deposits 78 70 72 74 76 76 76 76
Miscollaneous ' 12 221 16 2 - - - -
Total Other Interest 56,185 $5.978 36,590 36619 $6,545 $5,963 35,887 $5,965
AFUDC {431) (500) {499) {424) (274) (275) {286) {179
Total Interest Expense 350,456 $51,363 .,$56,754 $53,907 $51,480 $51,238 $50,957 $49,603
Netincome 3975 34511 $18310 $22,567 $42,807 ’ $47.597 $47.885 349,860
Payment To City of Philadelphia 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000
Net Earnings { { Loss } Transferred to
Retained Earnings ($17.025) ($13,489) $310 $4,567 $24 807 $24,597 $29 B85 331,860

Note: (a) Current estimata is based on six months actual data and six months projections based upon cufrently available information,
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EXHIBIT 1l
PHILADELPHIA GAS WORKS

FORECAST OTHER OPERATING AND MAINTENANCE EXPENSES
' FISCAL YEARS 1998 THROUGH 2005

{$000)
Fiscal Years Ended August 31,
Current )
Actual Estimate Budget Forecast Forecast Forecast Forecast Forecast
1998 1993 2000 2001 2002 2003 2004 2005

Other Operating & Maintenance Expenses

Administrative &General $43,379 $47,625 $53,683 $52,665 $54,282 $56,026 $57,633 $57,798
Appropriation to Reserve for Bad Debt 34,130 30,000 28,000 28,420 29,663 30,856 32,334 33,397
Field Services 28,010 29,007 29,620 30,013 30,390 30,770 31,355 32,001
Distribution 16,500 15,569 14,757 14,950 15,131 15,437 15,687 16,012
Collection 9,630 7.010 7,372 7,557 7716 7,879 8,046 8,216
Meter Reading 3,627 5,543 4,888 4,861 5,083 5,167 5,273 5,380
Customer Service 12,826 11,452 12,363 12,690 12,951 13,217 13,489 13,767
Customer Accounting 6,577 7,767 8,737 B,935 9,120 9,309 9,502 9,699
Marketing & Point-of Sale Expenses 6,698 - 7.236 7.277 7,479 7,665 7,856 8,051 8,252
Pensions 3,334 782 1,060 1,331 1,597 1,868 2,137 2,412
Taxes 6,235 6,232 65,318 6,372 6,431 6,526 6,625 k 6,722
Amortization ' (1,111) 5,603 5,603 5,603 4,715 3,750 3,750 T -
Labor Cost Savings - - - (2,394) {3,479) (4,032) (4,597) (5,172)
Non-Labor Cost Savings - - - {1,632) {2,008) (2,403) (2,464) (2,627)
Total Other Operating & Maint. Expense $169,835 $173,826 $179,678 $176,850 $175,297 $182,326 $186,821 $185,957




EXHigiTiv

PHILADELPHIA GAS WORKS
CAPITAL EXPENDITURES
FISCAL YEARS 1998 THROUGH 2005
($000)

Fiscal Years Ended August 31,

Current
Actual Estimate(a) Budget . Forecast Forecast Forecast Forecast Forecast
1998 1999 2000 2001 2002 2003 2004 2005
Additions & Replacements '
Supply Plant 710 $1,619 $6,389 $12,025 $3.440 $8,566 $16,398 $2,649
Distribution Flant 32,243 26,917 29,782 29,048 31,473 32,071 32,650 33,297
Field Services Plant 12,215 12,018 7,170 4,543 5,036 4613 4,649 8,831
Other Plant 24,938 35.327 16,176 8,421 8,779 8,195 6,651 6,442
Sub-Total $70,1086 $75,881 $59,517 $54,037 $48,728 $53,445 $60,348 $51,219
Less: Contributions in Aid of Construction (340) {299) (2,533} (2,639) {955) {974) {993) {112
Net Additions & Replacements $69,766 $75,582 $56,984 $51,398 $47,773 $52,471 $59,355 $50,207
Allowance for Funds Used During Construction
Supply Plant $42 52 76 79 36 81 120 33
Distribution 510 612 507 454 460 459 - 512 498
Field Services and Other Plant 64 99 48 34 30 28 23 22
Sub-Total 3616 $763 $631 $567 $526 $578 $655 §553
Removal Costs ( Net )
Removal Costs $274 60 $0 $0 $0 50 %0 30
Salvage (159) (128} (282} (438} {464} {477} {490) (503)
Sub-Total . $115 (568) ($282} {$438) {$464) (3477} ($490) {$503)
Total $70,497 576,277 $57,333 $51,527 $47,835 $52,672 $59,520 $50,257
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EXHIBIT V

PHILADELPHIA GAS WORKS
- ANALYSIS OF INTERNALLY GENERATED FUNDS
" AVAILABLE TO COVER DEBT SERVICE
FISCAL YEARS 1998 THROUGH 2005

{$000)
Fiscal Years Ended August 31,
Curem
Actual Estimate Budget Forecast Forecas{ Forecast Forecast Forecast
hEL]] 1999 2000 2001 2002 2003 2004 2005
Funds Provided:
Operating Revenues ( Exhibit I1) $511,806 $489 012 $534,507 - $536,404 $567,732 $579,029 $592,279 $597.,872
Other Income 5,406 8,270 9,542 7,401 5,100 9,250 10,253 8,800
AFUDC ( Interest ) 432 500 499 424 274 275 286 171
Total Funds Provided $517,644 $457,782 $544 548 $544,229 $573,106 $588,554 $602,818 $606,843
Funds Applied Ta Qperations:
Operating Expenses Excluding
Depreciation { Exhibit 1l ) $430,116 $411 301 $438,487 $435,937 $446,280 $456,340 $469,606 $468,363
Less: Expenses Not Requiring
Expenditure of Funds 6,364 8,092 9 681 10,059 10,356 10,693 11,036 8,299
Total Funds Applied $423,752 $403,209 $428,806 $425878 $435,924 $445 647 $458,570 $460,064
Internally Generated Funds Avallable To
Cover Revenue Bond Debt Service $93,892 $04 573 $115,742 $118,351 $137,182 $142 907 $144.248 $148,779
Funds Applied To Debt Service:
Revenue Bonds - Issued Under 13875 Ordinance $61,923 $57.741 $58,330 $51,402 $55,312 $47.442 $50,058 $44,052
Revenue Bonds - Issued Under 1998 Ordinance '
Senior Bonds - 15,097 14,128 22,047 16,711 22 846 C17,aM 21,495
Additional Senlor Bonds - - 7.565 7481 7,123 7121 11,998 12,934
Subordinate Sonds - 2,053 1,966 1,891 1,985 1,989 1,989 1,987
Total Revenue Bonds $61,923 $74,891 $83,009 $82 621 $81,131 $79,198 $81,414 $80,468
Capital Lease for Building 2,242 - - - - - - -
Other Capilal Leases 5,971 7,882 7.991 7977 5,953 3,597 3,598 1,599
Temporary Financing 2775 2,477 3,209 3,294 3379 3,464 3,549 3,654
Total Funds Applied To Debt Service $72911 $35 250 T $94,209 $93,892 $90,463 $86,659 $88,961 $86,121
Internally Generated Funds Avallable
For City Payment $20,981 $9,323 $21,533 $24,459 $46,719 $56,248 $55,287 $60,658
City Payment 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000
Internally Generated Funds Avallable $2,981 ($8,677) $3,533 $6,459 $28,719 $38,248 $37.287 §$42,658
Debt Service Coverage .
Bonds Issued under 1975 Ordinance 1.52 1.64 1.95 230 248 301 288 3.33
Senior Bonds issued under 1998 Ordinance - 1.92 2.23 2.02 318 3.07 3.07 2.93

Subordinate Bonds Issued under 1998 Ordinance - 675 13.48 14.94 . 26,24 31.02 30.58 33.37




EXHIBIT VI T

PHILADELPHIA GAS WORKS
ANALYSIS OF CASH AND ANNUAL CASH BALANCES

FISCAL YEARS 1998 THROUGH 2005
{$000)
Fiscal Years Ended August 31,
Actual Estimate Budget Forecast Forecast Forecast Forecast Farecast
1998 1999 2000 2001 2002 2003 2004 2005
Beglinning Cash Balance $1,284 $9,883 $8,151 $7,445 $5,6805 $6,832 $13,324 $13,538
Sources of Funds:
Internally Generated:
Net Income { Exhibit Il ) $975 54,511 $18,310 $22,567 $42,807 347,597 $47,885 $49,660
Items in Net income Not Requiring Funds 37,984 33,962 36,603 37,900 39,079 40,272 41,611 42,920
Interest Expenses Included in Net
Income { Exhibit |l ) 50,456 51,363 56,754 53,907 51,480 51,238 50,957 49 603
Total Intemal Funds $69,415 $89,836 111,567 114,374 133,366 139,107 140,453 142,383
Externally Generated:
Revenue Bond Proceeds $52,590 $100,000 - - - $66,560 - -
Capital Improvement Fund Drawdown 49,014 50,000 45,307 45,000 24,906 25,000 26,000 15,560
Capital Lease Proceeds - - - - - - - -
Temporary Borrowings 26,000 9,000 20,000 - - - . - -
To.tval External Funds $167,604 $159,000 $65,307 $45,000 24 806 91,560 26,000 15,560
Total Sources of Funds $257,019 $248,836 $176,974 $159,374 $158,272 $230,667 $166,453 $157,943
Uses of Funds: .
Debt Service Coverage ( Exhibit V') $61,923 $72,838 $81,023 $80,630 $79,146 $77,209 $79,425 $78,481
PMA Bond Debt Service { Exhibit V) 2,242 - - - - - - -
Capital Lease Debt Service 5,971 7,882 7,99 7,997 5,953 3,997 3,938 1,999
Subordinate Bonds ( Exhibit V' ) - 2,053 1,986 1,891 1,985 1,989 1,989 1,987
VWorking Capital Increases (2,803) (26,482) 11,347 1,069 4126 3,851 3,304 4219
Construction Requirements 70,497 76,277 57,333 51,527 47,835 52,572 59,520 50,257
Payment to City of Philadelphia { Exhibit It ) 18,000 18,000 18,000 18,000 18,000 18,000 18,000 18,000
Deposit of Capital Improvement Fund { Table 1 92,590 100,000 - - . 66,560 - -
Repayment of Temporary Borrowings - - - - - - - -
Total Uses of Funds $248,420 $250,568 $177,680 $161,214 $157,045 $224,178 $166,236 $154,943
Ending Cash Balance $9,883 $8,151 $7,445 $5,605 $6,832 $13,321 $13,538 $18,538
@ ® o @ ® [ @ @ @ ®



APPENDIX )
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A NOTE ON SALES/SUPPLY/DEMAND UNITS

Sales/supply/demand in this repori are reported in volume or energy units. PGW purchases gas in energy unils
but, usually sells them in volume units because that is what gas meters measure. There is a fundamental
relationship between the energy and volume units used for reporting purposes... - one cubic foot of gas (volume)
equals approximately 1,030 Btu (energy). More complex measures evolve from this refationship as follows:

Energy Units

Buu - British thermal unit - the amount of energy required to raise the temperature of one pound of
water by one degree Fahrenheit, )

Therm - 100,000 Btu

Dekatherm - 10 Therms (1,000,000 Btu)

Volume Units

Scf - Standard cubic foot - the amount of gas contained in one cubic foot at 60 F and standard
pressure of 14.73 pounds per square inch absolute (normal atmospheric pressure)

Mcf - Thousand cubic feet, 1,000 Scf

MMcf - Million cubic feet, 1,000 Mcf (1,000,000 Scf)

Bef - Billion cubic feet, 1,000 MMcf (1,000,000,000 Scf)

For the reader's ease in reading/understanding the report the following approximations may be useful:
One Dekatherm equals one Mcf,
One thousand Dekatherms equals one MMcf,

Heating Units

HDD - Heating Degree Days
HDH - Heating Degree Hours




~ Stone & Webster
Management Consultants, Inc.

e J tone & Webster Management Consuliants, Inc. provides practical responses

D & 1o the challenges of today’s volatile market and regulatory environment and

changing operating conditions. We furnish management with tools, knowledge,
and skills to respond effectively to problems in every facet of utility operations.
For industrial clients and public and institutional entities, we provide a wide range

of management consulting services.
A Management Resource

Few other firms can equal Stone & Webster's breadth and depth of expertise.
Our consulting staff comes from proven backgrounds in operating and
management positions with utilities, oil companies, regulatory agencies,
manufacturing-concerns, banks, law firms, insurance companies, and public
entities. They are proficient in planning, gas and electric utility operations, rates
and regulation, marketing, information systems, human resource management,
appraisal, accounting and finance, tax, and risk management. Stone & Webster's
professional staff can provide the specialized knowledge needed for any utility

assignment farge or small.

Stone & Webster integrates experts and their services into a comprehensive
management resource: a full spectrum of skills, industry experience, and
knowledge that can be focused on discrete’ projects or problems, all-embracing
studies, or continuing as-needed services. We believe in close involvement of key
members of the ciient’s management team to develop their sense of ownership and
understanding of the project. Qur services are tailored to each client’s spéciaj

requirements and in many cases Stone & Webster’s own staff can take a project

from feasibility studies through implementation,




Our services take many forms: verbal consultation, .
research or analysis, review or verification of work
performed by others, expert testimony, and complete
studies with written reports. A Stone & Webster
report provides clear guides for management action
and is often nsed as a communication and
implementation tool. We provide a check of
decisions, procedures, and programs that is
independent and objective. Our testimony and reports
provide the credible evidence necessary to confirm the
prudence of decisions before regulators, stockholders,
and boards of directors.

Quality and Integrity

Stone & Webster's tradition of professional
consultation reaches back to the nineteenth century
and draws on state-of-the-art, comprehensive utility
experience and resources. Year after year a significant
portion of our assignments comes from repeat clients
— clients who return to Stane & Webster because they
have had first-hand experience with our record of
unbiased work performed to the client's specifications,
on time, within budget. We believe that the mos!
convincing evidence of the quality, integrity, and
value of our services is the confidence and loyalty of
our repeat clients,

General practice areas:

General Management Consulting

Strategic Planning

Integrated Resource Planning

IRP Workstation

Models (EGEAS, RISKMIN, BENCHMARK)
Staffing Optimization & Organization Analysis
Second-Generation Benchmarking
Re-engineering

Management Audits & Pre-audit Planning
System and Capacity Planning

Electrie Urility Operations

Gas Utility Operations

Gas Supply Planning

Rate & Regulatory Services

Financial, Accounting, Tax, & Depreciation Service

Forecasting Services 4

Financial and Economic Feasibility Evaluations
Appraisal and Valuation

Risk Management

Management Information Systems

Profit & Loss Systems

Human Resource Management

Advisory Services

Utilicy Management Developnient Program
Productivity and Performance Improvement
Materials Management

Marketing

Cogeneration

Mergers and Acquisitions

Project Review Services

FProcess Mapping

Quality Management Programs

Stone & Webster _
Management Consultants, Inc.

The Utility Experts

(212) 290-7190
Fax: 212-290-7033

New York ¢ Boston « Atfianta « Houstone+ Denver
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\S INDUSTRY

:bama Gas Corporation
ibama-Tennessee Natural Gas Company
serta Gas Trunk Line Co., Ltd.

serta Natural Gas Co.

GAS, 8.4, ,
ronquin Gas Transmission Co.

ied New Hampshire Gas Company
rerican Gas Association
zansas-Louisiana Gas Company
zansas-Missouri Power Company
tansas Western Gas Company
sociation Gas District of Florida, Inc.
anta Gas Light Company

stralian Gas Light Compariy

C. Gas Company

timore Gas and Electric Company
itle Creek Gas Company

+ State Gas Company

kshire Gas Company. (The)

P Petroleum (Americas) Inc.

‘P Petroleum (New Ventures) Inc.
ston Gas Company

1zos River Gas Company

dgeport Gas Company

sbane Gas Company, Ltd.

tish Gas PLC

ckton Taunton Gas Company
10klyn Union Gas Company
rzards Bay Gas Company

Natioral Corp.

mody & Torrance

1adian Western Natural Gas Co., Ltd.
e Cod Gas Company

icade Natural Gas Corporation
alana de Gas y Electricidad S. A.
itra Gas Alberta, Inc.

itra Gas Manitoba, Inc.

itral Hudson Gas & Electric Corp.
tra] Illinois Electric & Gas Co.
tral Hiinois Light Company

tral Illinois Public Service Co.
tra] Indiana Gas Company

tral Telephone & Utilities Corp.

pione & Webster Management Consultants, Inc.

Champlain Pipeline Project
Chesapeake Utilities
Chinese Petroleum Corporation
Cincinnati Gas & Electric Company
Cities Service Gas Company
Citizens Gas Fuel Company
Citizens Gas & Coke Utility
Citizens Utilities Company
City of Danville, Virginia
City of Hamilton, Ohio o
City of Holyoke, Massachusetts Gas and Electric
City of Mesa, Arizona
City of Norwich, Connecticut

Department of Public Utilities
City of Pensacola, Florida
City of Petersburg, Virginia
City of St. Petersburg, Florida
City of Westifield, Massachusetts
City of Winfield
Coastal States Gas Corporation
Cody Gas Company
Colonial Gas Association, Ltd.
Colonial Gas Company
Colonial Gas Holdings, Lid.
Colorado Interstate Gas Co.
Colorado Springs Gas Department
Columbia Gas of Kentucky, Inc.
Columbia Gas of Maryland, Inc.
Columbia Gas of New York, Inc.
Columbia Gas of West Virginia, Inc.
Columbia Gas System, Inc.
Commonwealth Gas Company
Commonwealth Gas Distribution Corp.
Commonwealth Natural Gas Corp.
Community Public Service Company
Companhia Municipal

de Gas de Sao Paulo
Concord Natural Gas Corporation
Connecticut Light & Power Company
Connecticut Natural Gas Corporation
Conoco Pipeline Co.

Consolidated Edison Company of New York, Inc.

Consolidated Natural Gas Company
Consumers' Gas Company

H:
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Gas Clients
Page 2 of 4

Corning Natural Gas Corporation
Cumbeﬂand Gas Company

paytan Power & Light Company
Delaware Power & Light Company
peita Natural Gas Company
Distrigas Carporation

pome Petroleum Limited

gasten Shore Natural Gas Co.
gastern Utilities Associates
Fast Midland Gas Board

East Ohio Gas Company
Elizabeth City, North Carolina
Elizabethtown Gas Company
£l Paso Natural Gas Company

Empressa Nacional del Petroleo (Chile)

EnergyNorth Inc.

Enerzy Services of Pensacola
Equitable Gas Company
Essex County Gas Company

Faleon Seaboard Oil Co.

Fall River Gas Company
Fitchburg Gas and Eiectric Co.
Flo-Gas Corporation

Florida Gas Company

- Florida Public Utilities Company
. Fremantle Gas and Coke Company

* Gainesville Gas Company

Gts and Fugl Corporation of Victoria
Gas Company of New Mexico -

. Gas dt_al Estado (Argentina)
- Gas Light Company of Columbus

Gfxs'Natural, S.A. (Chile)
Cag Service Company

© Gas Service Inc.

Gaz Inter-Cite Quebec

Gaz Metropolitain, Inc.

Ggelong Gas Company

Granite State Gas Transmission, Inc.
Feater Winnipeg Gas Company

. reat Falls Gag Company

Great Northern Gas Utilities, Ltd.
Teenwich Gas Company

UIf Coast Nanyral Gas Company

Julf Stages Utilities Company

Hartford Electric Light Company
Hastings Utilities

Hindustan Petroleum Corporation
Hobbs Gas Company

Honolulu Gas Company

Hope Natural Gas Corporation
Houston Natural Gas Corporation
Houston Industrial Gas System

ICG Canadian Propane

Idaho Natural Gas Company
Industrial Gas Supply Corporation
Inland Natural Gas Company, Ltd.
Inter-City Gas Corp., Inc.
Intermountain Gas Company
Interprovincial Pipe Line Lirnited
Interstate Power Company

lowa Electric Light & Power Company
Iowa-Nlinois Gas & Electric Company
Towa Public Service Company
Iroguois Gas Corporation

Kansas Power & Light Co. (The)
KPL-Gas Service
KN Energy, Inc.

Laclede Gas Company

Lake Shore Gas Company

Lea County Gas Company
Lone Star Gas Company

Long Island Lighting Company
Louisiana Gas Interstate, Inc.
Louisvilie Gas & Electric Co,
Lowell Gas Company

Madison Gas & Electric Company
Main Gas Werke (Germany)
Manchester Gas Company

Manila Gas Corporation
Memphis Light, Gas & Water Division
Metropolitan Utilities District of Omaha
Michigan Consolidated Gas Company
Michigan Gas & Electric Company
Michigan Gas Utilities Company
Michigan-Wisconsin Pipe Line Company
Mid-American Pipeline Company
Midland Cogeneration Venture




Gas Clients
Page 3 of 4

< Midwest Energy Corp.
: Midwestermn Gas Transmission Company
Mississippi Valley Gas Company
i Missouri Utilities Company
§-Mobile Gas Service Carporation
{.} Montana-Dakota Utilities Company
'}Momana Power Company
Mountain Fuel Supply Company
i Mustang Fuel Corporation

Nashville Gas Company
National Fuel Gas Company
Jational Fuel Gas Supply Corp.

prat

Natural Gas Pipeline Co. of America
New Bedford Gas & Edison Light Co.
New Britian Gas Light Company
New England Gas Association
ew Haven Gas Company -
aw Jersey Natural Gas Company
; ew York Gas Group
1iNew York State Electric & Gas Corp.
New York State Natural Gas Cormp.
;“New Zealand Gas Association
North Carolina Natural Gas Corp.
orth Shore Gas Company
Yortheast Utilities Service Company
v Northern and Central Gas Corp., Ltd.
“Northern Ilinois Gas Company
 Northern Indiana Public Service Co.
“'Nonhem Minnesota Utilities
Northern Natural Gas Company
¢ = Northern States Power Company
;. Northemn Utilities Ine.
Northwest Pipeline SGS Customer Group
Northwestern Public Service Company
Northwestern Utilities, Ltd.
Northwest Natural Gas Company

Ohio Fuel Gas Corporation
e Ohio Gas Company
rOhlo Public Utility Commission
Tokaloosa County Gas District
Klahoma Gas & Electric Company

Okizhoma Natural Gas Company
Orange and RockKland Utilities, Inc.

Pacific Lighting Service & Supply Co. -
Pacific Power & Light Company
Panhandie Eastern Pipe Line Company
Pecos Valley Gas Company

Penn Fuel Gas Co.

Pennsylvania Gas Company
Pennsylvania Gas & Water Company
Pennsylvania Gas Association '

" Pennzoil United, Inc.

Peoples Gas Light & Coke Company

Peoples Gas System

Peoples Natural Gas Company

Peoples Natural Gas Company of South Carolina
Permian Basin Pipeline Company

Philadelphia Gas Commission

Philadelphia Gas Works

Piedmont Natural Gas Company

Pioneer Natural Gas Company

Plains-Western Gas, Ltd.

Polar Gas / McKenzie Delia

Producers Gas Company

Providence Gas Company

Public Service Company of North Carolina, Inc.
Public Service Electnic & Gas Company

Puerto Rico Gas Co., Inc.

Quebec Natural Gas Corporation

Richmend Gas Corporation
Roanoke Gas Company
Rochester Gas & Electric Corperation

St. Lawrence Gas Company, Inc.

San Diego Gas & Electric Co.

San Juan Gas Company

Shreveport Intrastate Gas Transmission, Ltd.
Sierra Pacific Power Company

Societe Gazifere de Hull, Inc.

South Australia Gas Company

South Brisbane Gas & Light Company, Ltd.
South Carclina Electric & Gas Company
South County Gas Company

South Eastern Gas Board

South Jersey Gas Company

Southeastern Michigan Gas Company




Gas Clients
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L

southeastern Public Service Company
gouthern California Gas Company
Southern Connecticut Gas Company
Southern Indiana Gas & Electric Ce.
gouthern Natural Gas Company
southern Union Gas Company
@ [ southwest Gas Corporation

. gouthwestern Energy Co.
spn‘ngﬁeld Gas Light Company
Sradtwerke Dusseldorf
stadtwerke Wiesbaden Ag.
suffolk Gas Company
Sugar Bowl Gas Company, Inc.
Sultanate-of Oman
Syracuse Suburban Gas Company, Inc.

AT

Technischen Werke der Stadt Stuttgart
Tenneco Inc.

Tennessee Gas Transmission Company
Texas Gas Transmission Corporation
Town of Citronelle, Alabama
TransCanada Pipeline Lid.

Transco Companies, Ltd.

Transok Pipeline Company
Transcontinental Gas Pipe Line Corp.
Trans Quebec & Maritimes Pipelines, Inc.
Tropical Gas Company

Tucson Gas & Electric Company

T. W. Philtips Gas & Oil Company

Union Gas of Canada
Union Gas & Electric Power Company

Union Gas Limited

United Cities Gas Company

United Fuel Gas Company

United Gas Corporation

United Gas Pipe Line Company
United Natural Gas Campany
United Suburban Gas Company, Ltd.
United Texas Transmission Co.

Valero Energy Company

Valley Gas Company

Vermont Gas Systems, Inc.
Virginia Electric & Power Company
Volunteer Natural Gas Company

Wales Gas Board

Washington Gas Light Company
Washington Natural Gas Company

West Ohio Gas Company

West Virginia Power Gas Service
Westfield Gas & Electric Light Company
Western Kentucky Gas Company
Western Resources, Inc.

Williston Basin Interstate Pipeline Co.
Wilmut Gas & Oil Company

Wisconsin Distributer Corp.

Wisconsin Gas Company

Wisconsin Public Service Corp.
Wisconsin Southemn Gas & Appiiance Corp.
Worid Bank (IBRD)

Wyoming Gas Company

York County Gas Company

1
!

‘Stone & Webster Management Consultants, Inc.

One Penn Plaza
New York, New York 10119
(212)290-7190

* FAX (212) 290-7033

New York « Boston ¢ Denver » Houston » Atlanta

TATSom &
tStone & Webster, a century of experience, an unparalleled network of specialized technical and managerial
expertise, and a tradition of quality and integrity stand behind comprehensive consulting services.
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CLOSING CERTIFICATE OF
STONE & WEBSTER MANAGEMENT CONSULTANTS, INC.

STONE & WEBSTER MANAGEMENT CONSULTANTS, INC. ("Stone & Webster"), by
a duly authorized officer, hereby certifies as follows:

I This Certificate is furnished pursuant to Paragraph 10(e) of the Purchase Contract,
dated June 11, 1999, between the City of Philadelphia (the "City") and the Underwriters named
therein (the "Purchase Contract"), relating to the sale by the City of $176,280,000 aggregate principal
amount of its Gas Works Revenue Bonds (1975 General Ordinance) Sixteenth Series and Gas Works
Revenue Bonds (1998 General Ordinance) Second Series (the "Bonds"), as more fully described in
the Preliminary Official Statement relating to the Bonds, dated June 3, 1999 (the "Preliminary Official -
Statement”), and the final Official Statement relating to the Bonds, dated June 16,1999 (the "Official
Statement"). Capitalized terms not otherwise defined in this Certificate shall have the meanings’
ascribed thereto in the Purchase Contract,

2. Stone & Webster has heretofore delivered an Independent Consultant's Report dated
May 6, 1999, pursuant to Paragraph 10(e) of the Purchase Contract.

3. Stone & Webster was retained by the City to act as Consultants with respect to the
Gas Works to prepare an Independent Consultant's Report with respect to the operational and
financial requirements of the Gas Works in connection with the issuance of $176,280,000 aggregate
principal amount of the Bonds by the City.

The Independent Consultant's Report summarized the findings of operational and
financial studies related to the Gas Works, including a projection of revenues and revenue
requirements for the seven-year period of Fiscal Years 1999 through 2005,

Consent is hereby given to: (i) all references to Stone & Webster and the Independent
Consultant's Report in the Preliminary Official Statement and the Official Statement; (ii) extraction
of certain information from the Independent Consultant's Report and the reprinting thereof in the
Preliminary Official Statement and the Official Statement; and (iii) the inclusion of the Independent
Consultant's Report in Appendix B to the Preliminary Official Statement and Official Statement.

4. The Independent Consultant's Report was prepared in accordance with generally
accepted consulting practices.

Stene & Webster Management Consultants, Inc.

One Penn Plaza, 250 W. 34th Street
New York, New York 10119-2998
Phone: 212.290.7000

Fax: 212.290.7033
Www.stoneweb.com




e -

5. In connection with the preparation of the Independent Consultant's Report, personnel
of Stone & Webster participated in meetings with representatives of the Gas Works, the Finance
Department and the Law Department of the City, the Underwriters and their Co-Counsel, and of Co-
Bond Counsel relating to the Bonds and the purposes for which they are being issued. As stated in-
the Preliminary Official Statement and Official Statement, no change in current legislation has been

factored into the forecasts in the Independent Consultant's Report. Subsequent to the date of the

Independent Consultant's Report, nothing has come to the attention of Stone & Webster, in relation
to our engagement as described in this Certificate, that would lead us to believe that the Independent
Consultant's Report or any of the statements specifically attributed to Stone & Webster in the
Preliminary Official Statement or Official Statement were, as of their respective dates, or are on the
date hereof, inaccurate in any material respect, except that we make no certification with respect to
the provisions of House Bill 1331 which was passed by the Pennsylvania legislature on June 16,

1999,

6. This Certificate is solely for the information of and assistance to the City and the
Underwriters in conducting and documenting their investigation of the matters covered by the
Independent Consultant's Report in connection with the offering of the Bonds and is not to be used,
circulated, quoted or otherwise referred to within or without the underwriting group for any other

purpose, including but not limited to the purchase or sale of securities, nor is it to be referred to in’

whole or in part in the Official Statement or in any other document, except that reference may be
made to it in the Purchase Contract and in any list of closing documents pertaining to the settlement
for the sale of the Bonds.

Signed and dated this 23rd day of June, 1999,

Stone & Webster Management
Consultant

Vice President

4. Stone & Webster




CERTIFICATE OF CHIEF EXECUTIVE OFFICER OF
THE PHILADELPHIA GAS WORKS

I, BEN HAYLLAR, the duly appointed Interim President and Chief Executive Officer of
the Philadelphia Gas Works of the City of Philadeiphia, Pennsylvania (the "City"}, hereby certify
as follows:

1. This Certificate is being executed and delivered in connection with the issuance
and sale by the City on the date hereof of its Gas Works Revenue Bonds (1975 General
Ordinance) Sixteenth Series and Gas Works Revenue Bonds, (1998 General Ordinance) Second
Series {the "Bonds™), as more fully described in the Preliminary Official Statement dated June 3,
1999 relating to the Bonds (the "Preliminary Official Statement”) and the Official Statement
dated June 16, 1999 relating to the Bonds (the "Official Statement"). Capitalized terms not
otherwise defined herein shall have the meanings ascribed thereto in the Official Statement.

2. As Chief Executive Officer of the Philadelphia Gas Works, [ am charged with the
responsibility of managing the Gas Works in accordance with the City's Home Rule Charter and
the Management Agreement between the City and the Philadelphia Facilities Management
Corporation.

3. I have read the Preliminary Official Statement and, to the best of my knowledge,
the Preliminary Official Statement, including Appendix A and Appendix D thereto as it relates to
the Gas Works, as of its date, as to all matters relating to the Gas Works and its affairs, did not
contain any untrue statement of a matenial fact or omit to state a material fact necessary to be
stated therein or necessary in order to make the statements therein, in the light of the
circumstances under which they were made, not misleading.

4, [ have read the Offictal Statement and, to the best of my knowledge, the Official
Statement, including Appendix A and Appendix D thereto as it relates to the Gas Works, as of its
date and at all times subsequent thereto up to and including the date hereof, as to all matters
relating to the Gas Works and its affairs, did not and does not contain any untrue statement of a
material fact or omit to state a material fact necessary to be stated therein or necessary in order to
make the statements therein, in the light of the circumstances under which they were made, not
misleading.

5. To the best of my knowledge, the statements and data contained in the
Independent Consultant's Report of Stone & Webster, Inc., prepared in connection with the
issuance and sale of the Bonds, that are attributed to the Gas Works are correct in all material
Tespects and do not contain any untrue statement of a material fact or omit to state a material fact
necessary in order to make the statements therein, in light of the circumstances under which they

1
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were made, not misleading.

6. The audited financial statements of the Gas Works for the fiscal years ended
August 31, 1998 and August 31, 1997 ("Financial Statements") included as Appendix A to the
Preliminary Official Statement and Official Statement were prepared by the Gas Works and have
been approved for use in the Preliminary Official Statement and Official Statement by me. To
the best of my knowledge, the Financial Statements fairly present the financial position and
results of operations of the Gas Works as of the dates and for the penods set forth therein. To the
best of my knowledge, the Financial Statements have been prepared both on the "legally enacted'
basis” and on the basis of generaily accepted accounting principles as specified in Footnote 1 to
the Financial Statements consistently applied and, to the extent the Financial Statements have
been prepared on the accrual basis, they have been prepared on a basis substantiaily consistent
with the audited financial statements of the City for the corresponding periods and reflect all
material adjustments necessary to a fair and consistent presentation of the results for such
periods.

7. The unaudited financial statements for the six months ended February 28, 1999
(the "Unaudited Financial Statements") included as Appendix A to the Preliminary Official
Statement and Official Statement were prepared by the Gas Works and have been approved for
use in the Preliminary Official Statement and Official Statement by me. To the best of my
knowledge, the Unaudited Financial Statements fairly present the financial position and results of
operations of the Gas Works as of the dates and for the periods set forth therein. To the best of
my knowledge, the Unaudited Financial Statements have been prepared both on the "legally
enacted basis” and on the basis of generally accepted accounting principles, subject to the normal.

year end adjustments.
Signed and dated this 23rd day of June, 1999.
e
ISR i

BEN HAYLLAR |
Interim President and Chief Executive Officer
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CERTIFICATE OF PUBLIC FINANCIAL MANAGEMENT, INC
TENT, INC,

Re: $62,315,000 City of Philadelphia Gas Works Revenue
Bonds (1975 General Ordinance), Sixteenth Series ang
$113,965,000 City of Philadelphia Gas Works Revenue
Bonds (1998 General Ordinance), Second Series

[, the undersigned Barbara C. Bisgaier of Public Financiai Management, inc.
(“PFM"), am duly authorized to and do hereby certify on behalf of PFM that PFM is co-
financial advisor to The City of Philadelphia, Pennsylvania (the "City"). In our capacity
as co-financial advisor, we advised the City in connection with the issuance of the
above-referenced bonds (the "Bonds’) and participated in the preparation of the
Preliminary Official Staterment dated June 3, 1999 relating to the Bonds (the
"Preliminary Official Statement”) and the Official Statement of the City dated June 16,
1999 relating to the Bonds {the "Official Statement”). | further certify on behalf of PEM
that nothing has come to our attention which would lead us o believe that the
information in the Preliminary Official Statement or the Official Statement relating to the
City contains any untrue statement of material fact or omits to state g material fact
necessary to make the statements and information therein, in light of the circumstances
under which they were made, not misleading.

PUBLIC FINANCIAL MANAGEMENT, INC.

o Lot

Dated: June 23, 1999




CERTIFICATE OF HOPKINS & COMPANY

Re: $62,315.000 City of Philadelphia Gas Works Revenue
Bonds (1975 General Ordinance), Sixteenth Series and
$113,965.000 City of Philadelphia Gas Works Revenue
Bonds (1998 General Ordinance). Second Series

[. the undersigned Samuel G. Hopkins of Hopkins & Company ("Hopkins"), am
: duly authorized to and do hereby certify on behalf of Hopkins that Hopkins is co-financial
- advisor to The City of Philadeiphia, Pennsylvania (the "City"). In our capacity as co-
financial advisor, we advised the City in connection with the issuance of the above-
' referenced bonds (the "Bonds") and participated in the preparation of the Preliminary
Official Statement dated June 3, 1999 relating to the Bonds (the "Preliminary Official
* Statement”) and the Official Statement of the City dated June 16, 1999 relating to the Bonds
" (the "Official Statement"). I further certify on behalf of Hopkins that nothing has come to
our attention which would lead us to believe that the information in the Preliminary Official
Statement or the Official Statement relating to the City contains any untrue statement of
material fact or omits to state a material fact necessary to make the statements and
- information therein, in light of the circumstances under which they were made, not
misleading.

HOPKINS & COMPANY

oy: St (- agtisos

Dated: June 23, 1999 [

DSB:642763.1




CITY OF PHILADELPHTIA

OFFICE OF THE DIRECTOR OF FINANCE BEN HAYLLAR
1401 John F. Kennedy Bivd. Director of Finance
Room 1330. Municipal Services Bldg.

Philadelphia. Pennsyivania 19102-1693

(215} 686-6140

FAX (215) 568-1947
June 23, 1999

Honorable Edward G. Rendell

Jonathan A. Saidel

Stephanie L. Franklin-Suber
Constituting the Bond Committee

City Hall '

Philadelphia, PA 19103

Re: Philadelphia Gas Works Revenue Bonds (1975 General
Ordinance), Sixteenth Series and Philadeiphia Gas Works
Revenue Bonds (1998 General Ordinance). Second Series

In preparation for the issuance of the above-referenced bonds (the "Bonds"),
Stone & Webster Management Consuliants. Inc. of New York. New York (“Stone &
Webster™) was engaged to (i) investigate the physical properties included in the Philadelphia
Gas Works (the "Gas Works") and the accounts and records of the Gas Works; (ii) review
the capital program of the Gas Works: and (iii) compile relevant data upon which to make
projections to determine whether the revenues of the Gas Works are and will be sufficient
to satisf\ the tests of adequacy required by Act No. 234 of October 18, 1972, known as The
First Class City Revenue Bond Act (the “Act™). and the General Gas Works Revenue Bond
Ordinance of [975. as amended (the "1975 General Ordinance") and the General Gas Works
Revenue Bond Ordinance of 1998 (the "1998 General Ordinance"). Stone & Webster
conducted an in-depth examination of the Gas Works and consulted with and obtained
information from officers and employees of the Gas Works in the preparation of its report
dated May 6. 1999 (the “Engineering Report™).

Since the actual interest rates for the Bonds differ from those assumed by Stone
& Webster in its preparation of Table 13A in the Engineering Report, which shows
projected coverage of debt service from operations, Stone & Webster was asked to prepare
a supplemental table based on the actual debt service for the Bonds. A copy of that
supplemental table prepared by Stone & Webster is attached hereto.

DSB:643089.2




Honorable Edward G. Rendell. et al.
June 23. 1999
Page 2

Based on the Engineering Report and the supplemental table attached hereto, |
find that with the rates currently in effect and on the basis of estimated future financial
operations of the Gas Works, as detailed in the Engineering Report, the Gas Works will, in
my opinion. yield pledged Project Revenues (as defined in the 1975 General Ordinance) and
pledged Gas Works Revenues (as defined in the 1998 General Ordinance) over the
amortization periods of the Bonds sufficient to meet the payment and/or deposit
requirements of (a) all expenses of operation, maintenance, repair and replacement of the
Gas Works; (b) all reserve or special funds required to be established and maintained out of
Project Revenues and Gas Works Revenues; (¢) the principal of and interest on all revenue
bonds issued under the 1975 General Ordinance and the 1998 General Ordinance, as the
same shall become due and payable; and (d) any State taxes assumed by the City of
Philadelphia to be paid on such bonds and also to provide such coverage on such bonds as
is required by the 1975 General Ordinance and the 1998 General Ordinance.,

Respect ly ub/mtted

BEN HA LAR
Director of Finarnce

DSB:643089.2




A Stone &aWebster

founded 1889

June 18, 1999

Honorable Ben Hayllar

Director of Finance

City of Philadelphia

1401 John F. Kennedy Boulevard
1330 Municipal Services Building
Philadelphia, Pennsylvania 19102

Subject: Updated Bond Coverages for
Independent Consultant's Report
City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds (1998 General Ordinance), Second Series and
Gas Works Revenue Bonds (1975 General Ordinance), Sixteenth Series

Dear Mr. Hayllar:

Stone & Webster Management Consultants, ine. (Stone & Webster) provided its Independent’s Consultant’s Report
to you on May 6, 1999 containing our findings and conclusions with respect to the issuance of up to $115,000,000 of
Gas Works Revenue Bonds (1998 General Ordinance), Second Series (the “Second Series Bonds™) and up w0
380,000,000 of Gas Works Revenue Bonds {1975 General Ordinance) Sixteenth Series (the “Sixteenth Series
Bonds") (collectively the “Bonds™).

Financial coverage t:bles in the repont were based on best estimates of interest rates on the Bonds as provided by
Merrill Lynch at the dme of our report. Now that the Bonds have been priced, and since actual interest rates tumed
out to be slighdy higher than the esiimated rates used in our report, we have recalculated bond coverages. The new
coverages are shown in the auached Revised Table 15A, which compares directly to Table 15A of our report and
contains the same asswiptions regarding revenues, etc.

Coverages shown in the:Revised Table 15A have declined slighdy but sdll comply with the surplus requirements of
the rate covenants set forth in Section 4.03(b) of each of the General Ordinances. Based on these resulis Stone &
Webster continues to support its overall findings, conclusions, and key opinions relevant to issuaice of the Bonds.

Sincerely,

Ll

Edward A, McGee
Vice President
{Responsible Officer)

A T
#JM /z.d '
nstopiier A. Pioli

Executive Consultant
{Project Manager)

STONE & WEBSTER MANAGEMENT CONSULTANTS, INC.

Store & Webstar Manzgemeny Consuliants, inc.

One Penn Plaza, 250 W. 34th Street
New York, New York 10119-2998
Phone: 212.290.7000

Fax: 212.290.7033

www. stoneweb.com




COVERAGE OF DEBT SERVICE FROM QOPERATIONS
000

Sixieenth Series Bonds and Second Series Bonds Issued

Fiscal Years Ended August 31,

Current (a)

Estimate Budget Forecast Forecast Forecast Forecast Forecast
1998-99  1999-2000 2000-01 2001-02 2002-D3 (b} 2003-04 2004-05

Funds Available For Debt

Service Calculation (Exhibit V) $94 577 $115.740 $118,339 $137.170 $142,894 $144 2386 $148 767
1975 Ordinance Bonds
Debt Service Bonds $57.741 $59,545 $51.611 $55,527 $47 657 $30,267 $44 267
Debt Service Coverage 1.64 1.94 2.29 247 3.00 . 2.87 3.32
Net Available After Prior Debt Service $36,838 $56,185 $66,728 581,643 $95237 $93,969 $102,500
Capital Lease for Building - -
Other Capital Leases 7.882 7.591 7977 5953 3,887 3,998 1,989
Total $7,882 $7,991 $7,977 $5,952 $3,997 $3,998 $1,999
Net Available After Capital Leases $28,954 $48,204 $58,751 $£75,690 $91,240 $89.971 $100,501
1998 Ordinance Senior Bonds
DPebt Service Existing $15,097 14,128 $22.047 $16,711 $22 648 %17.,371 $21,495
Debt Service Proposed 0 7.878 7,402 7,400 7,401 12,279 13,220
Total $15,097 $22,006 $29,449 $24,111 $30,047 $29.650 $34,715
Debt Service Coverage 1.92 219 2.00 114 .04 3.03 2.90
Net Available after Debt Service on Sr. Bonds $13,857 $26,198 $29 302 $51,579 $61,193 $60,321 $65,786

1 Ordinance Subordinate Bonds
Debt Service $2,053 $1,986 $1,991 - $1,985 $1,989 $1,989 $1,987

Debt Service Coverage 6.75 1349 1472 2598 3077 73033 T334

(a) Current Estimate is based on six months actual data and six months projections based upon currently available information,
(b) Assumes tax-exempt interest rate of 6.5% for Senior new money issue under the1934 Gen'l. Qrdinaiice in 2003 (£75.0 million).
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Certificate As To Legislative Procedures, Comphance
With Statutory Requirements and Effective Status of
Bond Ordinance and Related Ordinances

$62,315,000 City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds (19735 General Ordinance), Sixteenth Series

I, Marie B. Hauser, Chief Clerk of the Council of the City of Philadelphia, Pennsylvania
(the “Council™), do hereby certify that it appears {rom the records of said Council that:

Public hearings were held on each of the Bills listed below, as required by Section
2-201(2) of the Philadelphia Home Ruie Charter:

i Bili No. 1871 approved by the Mayor on May 30, 1975, authorizing
generally the issuance and sale of Gas Works Revenue Bonds as specified
by supplemental ordinances (hearing held May 21, 1975); as amended by
Ordinance of City Council approved July 26, 1979 - Bill No. 2068
(hearing held June 27, 1979}, Ordinance of City Council approved July 31,
1980 - Bill No. 274 (hearing held July 21, 1980), Ordinance of City
Council approved September 22, 1982 - Bill No. 1316 (hearing held June
16, 1982, Ordinance of City Council approved May 17, 1985 - Bilil No.
534 (hearing held May 8, 1985) and Ordinance of City Council approved
January 28, 1993 - Bill No. 379 (heaning held January 12, 1993) (referred
to hereafter collectively as “1975 General Ordinance Bills”).

1. Bill No. 990285 approved by the Mayor on May 31, 1999, authorizing the
creation of a loan in the amount of up to $80,000,000 to be evidenced by
Gas Works Revenue Bonds (hearing held May 11, 1999)..

Notice of public hearings on said Bills and of their reports from committee were
duly given by advertisement, each such Bill was duly enacted by the affirmative
vote of 2 majority of all the members of the Council after the elapse of not less
than five days from the printing and distribution of such Bill as reported from
committee, and the votes thereon have been recorded in the Journal of Council, all
as required by Section 2-201 of the Philadelphia Home Rule Charter.

A summary of each section of the 1975 General Ordinance Bills and Bill No.
990285 were duly published, as required by Article XVIII, Section 3, of the Act
of June 25, 1919, P.L. 581, and each such Bill was duly passed by the affirmative
vote of two-thirds of the members of the Council, as required by Article XVII],
Section 1, of such Act.

Prior to the enactment of Bill No. 990285, the Director of Finance of the City of
Philadelphia (the chief fiscal officer of the City of Philadelphia), in accordance




»

with Section 8 of The First Class City Revenue Bond Act, Act. No. 234, approved
Qctober 18, 1972 (the “Revenue Bond Act”), filed with Councit the following

documents:

1. An executed copy of the financial report dated May 7, 1999, signed by the
chief fiscal officer of the City of Philadelphia, together with an executed
letter of Stone & Webster Management Consultants, Inc., independent
consultants, addressed to the Director of Finance of the City of
Philadelphia, and a copy of the report on the Gas Works of the City of
Philadelphia prepared by said independent consultants attached thereto, as
required by Section 8(a) of the Revenue Bond Act; and

ii. An executed copy of the opinion of Stephanie L. Franklin-Suber as City
Solicitor, dated May 11, 1999, required by Section 8(b) of the Revenue
Beond Act.
e. The copies of the Ordinances attached hereto (identified as Bills No. 1871, as

amended, and 990285) are true and correct copies of the originals of those
Ordinances, as amended, on file in the office of the Chief Clerk of the Council;
and such Ordinances have not been amended or repealed and are in full force and

effect on the date of this certificate.

Chief Clerk of the Council of the
City of Philadelphia

(SEAL)

Dated: June3, 1999
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Approved for the City of Philadeiphia as to correctness
and form: .

City Solic:tor

Eiplanaton
IBrackets] indicate matler debetad.
Jtaiicn indicale new Maller s3ded.

Approved the thirtieth day of May, A. D, 1973.

FRANK L. RIZIO.
Mayer of Phiiadeiphia.
" 8ill Na, 1870

' AN ORDINANCE

Authorizing, generally, the issuance and sale 2y the City of
Gas “Works Revenue 3onds of the City of Philadeiphia.
prescriding the form of donds, iheir 2xecution, transfer,
exchange, pavment and redemption, prescribing the con-
ditions precedent 10 the issue of specific series of bonds,
including a supplemental authorizing ordinance. pledg-
ing the revenues of the Gas Works of the City as security,
adopting a rate covenant. and directing the Gas Com-
mission to impose rates sufficient to comply therewith,
dexigrnating a fscal agent and sinkipg fund depositary,
estabiishing a Sinking Fund, incluufng a2 Sinking Fund
Reserve, and providing for its management, providing
remedies upon default. and for amendments and modifi-
cations.

Tire Conncil of the City of Philadelpiiia heredy ordains:
SECTION 1,

ARTICLE |
AUTHORIZATION, SCOPE AND PURPOSE—
SHORT TITLE

This Ordinance is enacted pursuant to the provisions of
The First Class City Revenue Bond Act approved October
18, 1972 (Act No. 234, 53 P.S. §15901 to 15924) for the
purpose of authorizing the issuance from time to time of
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ga3 works revenue Bonds of the City to be secured by a
pledge of the revenues of -he Gas Works of the City, in
guch prineipal amounts as snall from :ime to time be au-
thorized by further ordinance of the Council as more par-
ticularly hereinafter set forth. This Ordinance shall he
known as the General Gas Works Revenue 3ond Qrdinance

of 1875,

SECTION 2.
ARTICLE 11

DEFINITIONS AND OTHER PROVISIONS OF
GZNERAL APPLICATION

SeEcTION 2.01. Definitions. For all purposes of this Ordi-
nance and any ordinance supplemental hereto, except as
otherwise expressly provided or unless the context otherwise
requires:

Act means The First Class City Revenue Bond Act ap-
proved October 18, 1974 (Act No. 234, 533 P.8. §15901 to
16924) as from time to time amended. The words and
phrases which are defined in the Act shadf have such defined
meaning when used in this Ordinance,

Bond or Bonds means any gas works revenue bond of the
City issued and outstanding pursuant to the Act under this
Ordinance and any supplemental ordinance and shail in-
clude installment bonds, temporary bonds and interim cer-
tificates.

Bondholder means the holder of any bearer bond and the
registered owner of any registered -bond and the term
Holder, or Hoiders uniess the context otherwise requires,
shall be deemed to include the registered owners of any
bond or bonds as well as the holders of bearer bonds.

City means the City of Philadelphia, Pennsylvanis.

City Charges means the proportionate charges, if any,
for services performed for the Gas Works of the City by
all officers, departments, boards or commissions.af the City
which are contained in the computation of operating ex-
penses of the Gas Works, including, without limitation, the
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expenses of the Gas Commission. and aiso means the base
payments to the City contained in :he Agreement between
the City and the Manager and all other payments made 0
the City from Project Revenues.

Director of #inance means the chief Anancial, accousting
and budget officer of :he City as estabiished by the Phiia-
deipnia Home Rute Chartar.

Fiscal 4gent means the bank named as such in Section
6.02 or its successor.

Fiscal Yeaer means the fiscal vear of the City,

Gas Works means all property, real and personal, owneg
bv the City and used in the =2cquisition or manufacture.
storage snd distribution of natural, liguified, synthetic or
manufactured gas or in the rnaintenance, management or
administration thereof, and also means, as the context may
require, the business entity managed oy the Manager.

Mecnager means The Philadelpnis Facilities Management
Corporation currently managing the Gas Works pursuant
to an ordinance of City Council approved December 29,
1872, getting forth the Agreement between the City and
The Philadelphia Facilities Management Corporation, or
its successor or such other person, corporation, board. com-
mission or department of the City, which may be designated
by ordinance to manage the Gas Works.

Net Operating Exrpenses means Operating Zxpenses ex-
clusive of City Charges.

Cvperating Ezpenses means all costs and expenses of the
Gas Works neceasary and appropriate to operate and main-
tain the Gas Works in good operable condition during each
fiscal year of the City, and shall inciude, withbut limitation,
the Maneger's fee, salaries and wages, purchases of service
by contract, costs of materials, supplies and expendable
equipment, maintenance costs. costs of any property or the
replacement thereof or for any work or project. related to
the Gas Works, which does not have a probable useful life
of at least five years, pension and welfare plan and work-
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men’s compenssation requirements, provision for ciaims,
refunds and uncollectibie receivables and for City Charges,
sll in accordance with generally accepted municipal account-
ing orinciples consistently applied, but shall exclude depre-
ciation and interest and sinking fund charges.

Project Revenues means the revenues pledged
security and payment of the 2onds as set forth in
4.02.

Rate Covenant mesns
subsection (b) of Section 4.03.

Serdes when applied o Bonds means coilectively ail of
the Bonds of a given issue authorized by Supplemental
Ordinance a3 provided in Article [V thereof and may ziseo
mean, if appropriate, a subseries of any series if, for any
reason, the City should determine to divide any series into
one or more subseries of Bonda.

Sinking Fund means the Gas Works Revenue Bond Sink-

ing Fund established by Section 6.01.
Sinking Fund Depogitary means the tank named 23 such

in Section 6.G2 or i3 successor. s
Sinking Fund Reserve means the Sinking Fund Reserve

established by Section 6,04,

Supplemental Ordinance means en ordinance supple-
menta) hereto enacted pursuant to the Act and this Ordi-
nance by the Council of the City authorizing the issuance of
8 series of Bonds.

SECTION 2.02. [nterpretation. All references in this
Ordinance to articles, sections and other sub-divisions of
the Ordinance are tp the designated articles, gections or
other sub-divisions of this Ordinance as originaily ensacted.
The words "herein,” "hereof,” “hereby” and ‘“hereunder”

and other words of similar import refer to this Ordinance
as a whole and not to any particular article. section or

other sub-division.
SECTION 2.03. Descriptive Headings. The: descriptive
headings of the several articles and sections of this Ordi-

for :he
Section

the rate covenant contained in
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nance are inserted for convenience only and shall not con-
trol or srfect the meaning or construction of any of itz
provisions. :

SECTION 2.04. Severgdiity. In case any ane or more ag
the provizions contained in this Ordinance or in any Bond
or coupon {ssued pursuant hereto zhail for any resson e
held to be invalid, illegal or unenforceable in any respecw.
such invalidity, illegality or unenforceability anail not afecz
any other provisions of this Ordinance or of said Zonds or
covpons, and this Ordinance or ssid Bonds or coupong
shall he zonstrued and enforced as if such invalid, illegat
or unenforceable provisions had never Deen contained
therein.

SECTION 3.

ARTICLE !II
CONCERNING THE BONDS

SECTION 3.01. Forms Generolly. All Bonds, and the cou-
pons, if any, appertaining thereto, shall te in substantiaily
the forms set forth in this Article, with such appropriate
insertions, omissions, substitutions and other variations as
are required or permitted by this Ordinance, and may be
designated as of such Series by date, number, letter or
otherwise and may aiso have such individual letters, iden-
tifying numbers or other marks, and such descriptive pan-
els, registration panels, legends or endorsements placed
thereon, as may, consistently with this Ordinance and the
Act, be determined by the Director of Finance. The Bonds:
may also have printed thereon or on the reverse thereof the
text of an approving legal opinion with respect thereto and'
an appropriate certificate as to its correspondence with an
executed counterpart may be included on the face or an the
reverse of the Bonds. Any partion of the text of any Bondl
may be set forth on the reverse thereof with an appropriate
reference on the face of the bond.

SEcTION 3.02. Form of Fully Registered Bond. Fully
registered bonds shail be substantiasily in the foilowing.

form: .
5
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(Form of Fuily Registered Bond)
UNITED STATES OF AMERICA
COMMONWEALTH OF PENNSYLVANIA
CITY OF PHILADELPHIA
GAS WORKS REVENUE 3CND

(Numerical Designation] 3
{Series Designation]
[Interest Rate: % Semi-annual Interest 3 H

The City of Philadelphia. Pennsylvania (the City), for
value received, hereby promises to pay in lawful money of
the United States of America to

or registered assigns, on

, unless this Bond shall be redeernable

and shall have previously been called for redemption and
payment of the redemption price made or provided for,
from the rentals. revenues and moneys of the City pledged
for the payment hereof pursuant to the General Gas Works
Rovanue Bond Ordinance of 1975 (Ordinance No.
approved , 1975) of the City (the 1975
Ordinance) but solely therefrom and not ctherwise, upen
surrender hereof, the principal sum of ‘
Dollars (3 }, and the pay interest oh such prio-
¢ipal amount in like money, but solely from said rentals,
revenues and moneys aforesaid, to the registered owner by
chaek or draft mailed to the registered owner at his addreas
24 it appears on the bond register, from the interest pay-
ment date next preceding the date hereof, unless the date
herepof shall be an interest payment date, in which case
{rom the date hereof, initially on
pnd thereafter on each subsequent and

until payment of such principal amount, or
provisions therefor, shall have been made upon redemption
gr st or after maturity, at the annual rate shown hereon.
The principal of and interest on this bond and the premium,
i{ apy. payable upon redemption are payable at the prin-
gipal Philadelphia office of ~

Fiseal Agent of the City, in Philadelphia, Pennsﬂvania. or
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at the principal office of sny successor TFiscal Agent ap-
pointed under the 1975 Ordinance.

This Bond is one of a duly authorized issue of vonds of

the City designated as its Gas Works Revenue 3onds of the
Series designated hereon (the Zonds), limited in aggregate
principal amount o § issued or o pe issued nur-
suant o0 The First Class City Revenue 3ond Act {Act No.
234 of the Pennsylvania General Assembly approved Octo-
ber 18, 1972, 33 P.5. 315801) (the Act) under the 1973
Ordinance and suppiemental ardinance dated.
The Bonds, together with all previous bonds of the City, if
any, iasued under the 1975 Ordinance and under previous
supplemental ordinances and together with ail bonds of the
City herearter issued under the 1973 Ordinance and ail sub-
sequent’ supplemental ordinances, are and will be equally
and ratably secured under the 1975 QOrdinance by a pledge
of all the rents, rates and charges imposed or charged by
the City for the use of or services rendered by the Gas
Works of the City and of certain other moneys derived from
the Gas Works and from the {nvestment of such revenue,.
The 1975 Ordinance requires such revenues to be applied
in order of priority to net operating expenses, sinking fund
peyments required by the 1975 Ordinance, payment of gen-
eral obligation bonds of the City adjudged to be self-
liquidating from Gas Works revenues, debt service on other
general ¢bligation bonds issued for the Gas Works, City
charges and any other proper purpose of the City.

The City covenants, so long as thias Bond shall remain
outstanding, to make payments of interest on the indebted-
ness repreasented by this Bond, out of its Gas Works Rev-
enue Bond Sinking Fund, in the semi-annual amount shown
hereon an each interest payment date of this Bond, or as
the case may be, the proportionate part thereof from the
date hereof to the next interest payment date, and to pay,
upon surrender hereof, from azid Sinking Fund on the
maturity date hereof or, if -his Bond shall be selected for
mandatory or optional redemption, then on the applicable
redemption date, the principal amount hereof with the ap-
plicable premium, if any.

~
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Reference is nereby made %o the 1975 Ordinance for a
atatement of the terms and conditions under which previoua
bonds. if any, have been issued, under which the Bonds are
issued and under which additional bonds will be issued, and
for a statement of the particuiar rentsls, revenuesa and
moneys pledged Zor the security and payment of ail bonds
issued under =he 31975 Ordinance, ‘he nature, extent and
manner of enforcement of the security, the terms and con.
ditions under wnich :zhe 1975 Ordinance may be amended
or modified, and the rights of the hoiders or registered
owners of the Bonds ®iin respect 0 such 3ecurity. The
City hereby represents to and covenants with the regis-
tered owner of this 3onrd that no Gas Works revenue bonds
of the City have been or will Se issmed for the payment of
which the hoider has or snail have & prior lien on or secu-
rity interest in the revenues pledged for the payment of this
Bond or a prior right to payment thereirom and that all
Gas Works revenue bonds which have been or will be
equally and ratably secured by such pledged revenues have
and will be issued in sccordance with the provisions of the
1975 Ordinance. However, nothing herein contained shall be
construed to prevent the City irom financing Gas Works
projects by the issuance of its general obligation bonds or
by the issuance of Gas Works revenue bonds under other
authorization for the payment of which project revenues
of the Gas Works may be pledged subject and sybordinate
in each fiscal year to the prior payment from such revenues
of all principal. premium. interest and sinking fund re-
quirements payable during such fisca) year under the 1975
Ordinance in respect of Gas Works Revenue Bonds issued

and outstanding thereunder.
In the manner and upor the terms and conditions pro-
vided in the 1973 Ordinance,
(here insert apecific provisions with respect to redemp-
tion, including, if applicable, mandatory redemption)

If less than an entire year's maturity is to be redeemed
at any particular time, the Bonds or portions thareof to be
redeemed snall e chosen by the Fiscal Agent by lot.
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Each such redemption shall be made after notice by pub-
lication once a week for two successive weeks in not less
than two or meore than four daily newspapers published
and of general circulation in the City or Philadelphisa,
Pennsylvaniz, the first publication to be not less than thirty
{39) days ar more than sixty (60} days prier o the date
fixed for redemption. Notice having been so given and dro-
vision having been made for redemption irom funds on
deposit with the Fiscal Agent or Sinking Tund Depositary,
all interest on 3onds cailed Yor redemption accruing after
the date fixed for redemption shall cease, and the hoiders
or registered owners of the Bonds called for redemptivn
shall have no security, benefit or lien under the 1975 Ordi-
nance or any right except to receive payment of the redemp-
tion price,

This Bond is transferable and exchangeable by the regis-
tered owner hereof in person or by hia attorney duiy
suthorized in writing, at the prinecipal Philadelphia office
of the Fiscal Agent, but only in the manner, subject to the
limitations and upon payment af the charges provided in
the 1975 Ordinance, and upon surrender and cancellation
of this Bond. Upon any such transfer or exchange, the
City shall issue in the name of the transieree or of the
registered owner hereof, and snail deliver in exchange for
this Bond, to or upon the order of such registered owner, a
new registered Bond or new registered Bonds in authorized
denominations aggregating the principal amount hereof or
a coupen Bond or coupon Bonds of such denominations and
aggregate principal amount with coupons attached repre-
senting all unpaid interest due or to become due and, in each
case, maturing on the same date and bearing interest at the
game rate as this Bond, and bearing the same designation
as to series or subseries as this Bond.

- As provided by the Act, this Bond, its transfer and the
income therefrom (including any gains made on the sale
thereof other than underwriting profits in a distribution
thereof) shall at ali times be free from taxation within and
by the Commonwealth of Pennsylvania but this exemption
shall not extend to underwriting pronfts or o gift, succes-
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sion or inneritance taxes or any other taxes not levied di-
rectly on this Bond. the receipt of income therefrom, or the
realization of gains on the zale thereof.

The City and the Fiscal Agent may ‘reat the Derson in
whose name this 3ond is registered as the sbsoiute owner
hereot ‘or all purposes whether or not :his 3ond or any
installment of interest be overdue, and neither the City
nor the Fiscal Agent shall te afected by any notice o the
contrary. All nayments of the principal. or premium upon
redemption, of this 2ond or of interest hareon to such regis-
tered owner in the manner herein and in the 1975 Ordinance
set Jorth shail be valid and effectual to satisfy and discharge
the liability upon ihis Bond to the extent of the sum or
sums 30 paid whether or not notation of the same be made
hereon, and any consent, waiver or other action taken by
such registered owner pursuant to the provisions of tha
1975 Ordinance shall be conclusive and binding upon such
registered owner, his heirs, successors or assigns, and upon
all transferees hereof whether or not notation thereof be
made hereon or on any Bond issued in exchange or tranafer

hereof.
-

In case an event of default, as defined in the 1975 Ordi-
nance, shall occur, the principal of all bonds then outstand-
ing under the 1975 Ordinance may be declared or may
become due and payable and any such declarations may
thereafter be annulled. all upon the conditions and in the
manner and with the effect provided in the 1975 Ordinance

and in the Act.

This Bend is 2 special obligation of the City payable
solely from the pledged rentals, revenues and moneys and
neither the credit nor the taxing power of the City is
pledged for the payment of the principal of, premium, if
any, or interest on this Bond, nor shall this Bond be
deemed to be a general obligatien of the City.

It is hereby certified that all conditions, acts and things
required to exist, happen and be performed under the Act
and under the 1975 Ordinance precedent to and'in the issu-
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ance of *his Bond. exist. have happened and have teen per-
formed, and that the issuance and delivery of this Bond
have been duly authorized by Ordinance of the City duly
adopted.

IN WITNESS WHEREQF, the City of Philadelphia has
caused this Bond o be properly executed by its Fiscal
Agent, by two duiy authorized officers thereof, and the
facsimile of the seal of the City of Philadelpnia to be
imprinted hereon, and to be duly countersigned and attested
by a facsimile signature of the City Controlier, as of

CITY OF
PHILADELPHIA

BY
Figcal Agent
Countersigned and Attested BY ...t viniir i aan
by (Facsimile Signature} Authorized Officer
City Controller BY i e

Authorized Officer

SECTION 3.03. Form of Coupon Bond and Form of Coupon
for Interest. Coupon Bonds and the coupons thereunts ap-
pertaining shail be substantially in the following form:

{Form of Coupon Bond)

UNITED STATES OF AMERICA
COMMONWEALTH OF PENNSYLVANIA
CITY OF PHILADELPHIA
GAS WORKS REVENUE BONDS

{Numerical Designation) 3
(Series Designation)
Fo

The City of Philadelphia, Pennsylvania (the City), for
vajue received, hereby promises to pay in lawful money of
the United States of America to the bearer, or if this Bond
is Tegistered as to principal as hereinafter provided, to the
registered owner hereof, on uniesa this
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Bond anall be redeemable and shall have previously Deen
called {or redemption and payment of the redemption price
made or provided for, from the rentals, revenues and
moneys of the City piedged for the payment hereof pursu-
ant o the General Gas Works Revenue Bond Ordinance of
1975 {Ordinance No. approved , 1875} of
the City {the 1975 Ordinance} but sclely therefrom and not
otherwise, upon surrender nereof. the principal sum of
Doliars (3 ), and to pay interest on such
principai ameunt in like money, but solely from aaid rentals,
revenues and moneys aforesaid, from the date hereof in-
itially on and thereajfter on each subseguent
and until payment of 3uch
principal amount, or provision therefor, shall Have been
made upon redemption or at or after maturity, at the an-
nual rate shown hereon, but, with reapect to interest ac-
crued af or prior to maturity, oaly upon presentation and
aurrender of the coupons for intereat hereunto appertaining
as they severally mature. The principal of and interest on
this Bond and the premium, if any, payable upon redemp-
tion, are payable at the principsl Philadelphia office of
, Fiscal Agent of the City.
in Philadelphia, Pennsylvania, or at the principal office of
any successor Fiscal Agent appointed under the 1875 Qrdi-
nance.

This Bond is one of a duly authorized issue of bonds of
the City designated as its Gas Works Revenue Bonds of
the series designated hereon (the Bonds), limited in aggre-
gate principal amount to 8 . issued or to be issued
pursuant to The First Class City Revenue Bond Act (Act
No. 234 of the Pennsylvania General Assembly approved -
October 18, 1972, 53 P.S. §15301) (the Act} under the 1875
Ordinance and supplemental ordinance dated

. The Bonds, together with all previous bonds
of the City, if any, issued under the 1975 Ordinance and
under previous supplemental ordinances and together with
all bonds of the City hereafter issued under the 1975 Ordi- .
nance and all subsequent supplemental ordinances, are and
will be equally and ratably secured under thex1975 Ordi-




R

-

Y I

o

= tar -~y
UM

N,

e

DEEL

e,
. oa
Y

S T Y S S,

NP TS Sy BRI TVLIN LTS o3) S S

[YSEVIPOI PURYY PP

.‘

o

U S I A T

-
ad

500

nance by a pledge of all the rents, rates and charges im-
posed or charged by the City for the use of or zervices ren-
dered by the Gas Works of the City and of certain other
moneys derived from the Gas Works and from the inveat-
ment of such revenue. The 1975 Ordinance requires such
revennes 10 De appiied in order of priority to net operating
expenses, 3inking fund payments required by the 1975 Ordi-
nance, payment of zenera] obligation bonds of the City ad-
judged to be seif-liguidating ‘rom Gas Works revenues, Jdebt
service on other venersal obligation bonds issued for *he Gas
Works, City charges and any other proper purpose of the
City. .

The City covenants, 3o long as :this 3ond 3hall remain
outstanding, 0 make payments of interest on the indebted-
ness representad by this Bond, upon surrender of *he appii-
cable coupons, out of its Gas Works Revenue Bond Sinking
Fund in the amount shown on the respective coupons here-
unto appertaining on each interest payment date oi this
Bond and to pay, upon surrender hereof, from said Sinking
Fund on the maturity date hereof or, if this Bond shall be
selected for mandatory or optional redemption, then on the
applicable redemption date, the principal amount hereof
with the applicable premium, if any.

Reference is hereby made to the 1975 Ordinance for a
statement of the terms &nd conditions under which previous
bonds, if any, have been issued, under which the Bonds are
issued and under which additional bonds will be issued, and
for 3 statement of the particular rentals, revenues and
moneys pledged for the security and payment of all bonds
issued under the 1973 Qrdinance, the nature, extent and
manner of enforcement of the security, the terms and con-
ditiong under which the 1975 Ordinance may be amended or
modified, and the rights of the holders or registered owners
of the Bonds with respect to such security. The City hereby
represents to and covenants with the holder of this Bond
that no Gas Warks Revenue Bonds of the City have been
or will be issued for the payment of which the holder has or
shall have a prior lien on or security interest in the revenues
pledged for the payment of this Bond or a prior right to

~
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payment therefrom and that all Gas Works revenue bonds
which nave been or wiil be equally and ratabiy secured by
such pledged revenues have and will be issued in accordance
with the provisions of the 1975 Ordinance. However, noth-
ing herein contained shali be construed to prevent the City
from financing Gas Works projects by the issuance of its
general obligation bonds or by the {ssuance of Gas Forks
revenue bonds under other authorization for the payment of
which project revenues of the Gas Works may De piedged
subject and asubordinate in =ach fiscal year to the prior
payment Irom a3uch revenues of all principal, premium,
interest and sinking fund requirements payabie during suech
fiseal year under the 1973 Ordinance in respect of Gas
Works Revenye Bonds iasued and outstanding thereunder.

In the manner and upon the terms and conditions provided
in the 1975 Ordinance,

(here ingert specific provisions with respect to redemp-
tion, including, if applicable, mandatory redemption)

If less than an entire year’s maturity is to be redeemed at
any particular time, the Bonds or portions thereoi to be
redeemed shall be chosen by the Fiscal Agent by lot.

Each such redemption shall be made after notice by
publication once a week for two successive weeks in not
less than two or more than four daiiy newspapers published
and of general circulation in the City of Phiiadeiphia,
Pennsylvania, the first publication to be not less than thirty
(30) days nor more than sixty (60) days prior to the date
fixed for redemption. Notice having been asc given and
provision having been made for redemption from funds on
deposit with the Fiscal Agent or Sinking Fund Depositary,
gl] interest on Bonda called for redemption aceruing after
the date fixed for redemption shall cease, and the holders or
registered owners of the Bonds called for redemption shall
have no security, benefit or lien under the 1975 Ordinance
or any right except to receive payment of the redemption
price.

This Bond is transferable by delivery unless registered
as to principai in the name of the owner on the bond register

]
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of the City to be Xept for that purpoee at the prinecipal
Philadelpnia Office of the Fiscal Agent, such registration
to be noted hereon by the Fiscal Agent on behalf of the City.
After auch registration 20 :ransrer shall be valid uniess
made by the registered owner in person or by his duiy
authorized attorney and similariy noted upon aaid bond reg-
ister and hnereon, This 3ond, however, may be discharged
from registration by being in iike manner transrerred %o
bearer, and thereupon transferability by delivery shal]l be
restored aftier which this Bond may again from time to time
be registered or made ‘ransrerable by delivery as before.
Such registration, however, anall not afect the negotiability
of the coupons Tor interest hereto attached, which anall al-
ways continue o be payable to Desrer and to be transrer-
able by delivery.

This Bond is exchangeablie by the holder or, if registered
as to principal, by the registered owner in person or by his
attorney duly authorized in writing, at the principal Phiia-
delphia office of the Fiscal Agent, but only in the manner,
subject to the limitations, and upon payment of the charges
provided in the 1975 Ordinance, and upon surrender of this
Bond. Upon request for such exchange, the City shall iasue
in the name of the hoider or registered owner of his nominee
or in bearer form at the option of the holder or registered
owner, and shall deliver in exchange for this Bond, to or
upon the order of the hoider or registered owner, a new
registered Bond or new registered Bond in authorized de-
nominations aggregating the principal amount hereof or
a new coupon Bond or coupon Bonds of such demoninations
and aggregate principal amount with coupons attached
representing al} unpaid interest due or to become due and,
in each case, maturing on the same date and bearing interest
at the same rate as this Bond, and bearing the same designa-
tion as to series or subseries as this Bond.

As provided by the Act, this Bond, its transfer and the
income therefrom (inciuding any gains made on the aale
thereof other than underwriting profits in a distribution
thereof) shall at all times be free from taxation within and

by the Commonwealth of Pennaylvania but this exemption
~
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ghall not axtend to the underwriting profits or to zift
succession or inheritance taxes or any other taxes not levied
directly on this 3ond, the receipt of income therefrom, or
the reaiization of gains on the zale thereof,

The City and the Tiscal Agent may treat the holder of
this 3ond if it shail not at the time De registered as to
principai, the registered owner of this 3ond if it anall at
the iime De 30 registered, and the holder of any coupon
appertaining hereto, whether or not this 3ond 3nall be a0
registered, 2s ‘the absolute owner of this 3ond or such
coupon, a8 the case may be, for all purposes whether or not
this 3ond or 3uch coupon be overdue, and neither the City
nor the Fiseal Agent ahall be afected by any notice 0 the
contrary. Any consent. waiver or other action taken by the
holder or registered owner hereof pursuant to the provisions
of the 1975 Ordinance shall be conciusive and binding upon
such holder or regisiered owmer, his heirs, successors or
assigns &nd upon all transferees hereof whether or not
natation thereof be made hereon or on any Bond izsued in
exchange hereof.

In case an event of default, as defined in the 1975 Ordi-
nance, shall occur, the principal of all bonda then outstand-
ing under the 1973 Ordinance may be declared or may
become due and payable and any such declarations may
thereafter be annulled. all upon the conditions and in the
manner and with the efect provided in the 1975 Ordinance

and in the Act.

This Bond is & special obligation of the City payable
solely from the pledged rentals, revenues and moneys and
neither the credit nor the taxing power of the City is
pledged for the payment of the principal of, premium, if
any, or interest on this Bond, nor shali this Bond be deemed
to be a general obligation of the City.

It is herehy certified that all conditions, acts and things
required to exist, happen and be performed under the Act
and under the 1975 Ordinance precedent to and in the
issusnce of this Bond, exist, have happened and have been

performed, and that the issuance and delivery of this Bond
~
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have been duly authorized by Ordinance of the City duly
adopted.

IN WITNESS WHEREOF. The City of Philadelphia has
caused this Bond to be properiy executed by its Fiscal
Agent, by two duly authorized officers thereof. and the fac-
simile of the seal of the City of Philadeiphja to be imprinted
hereon, and %o be duly countersigned and attested by a
facsimile signature of the City Controiler, and has also
caused the coupons hereto attached to be authenticated with
the facaimile signature of the City Controller, as of

Countersigned and

Attested by CITY OF PHILADEL?PHIA

(Facsimile Signature) By
City Controiler

Authorized Officer
(Form of Coupon)
Coupon No. 3

On , the City of Philadelphia
upon surrender of this Coupon will pay to the bearer unleas
the Bond hereinafter mentioned shall have been called for
previous redemption and payment of the redemption price
made or provided for, at the principal Philadelphia office
of in Philadeiphia, Pennsyivania,
but only out of the rentals, revenues and moneys referred
to in the Bond hereinafter mentioned, the amount shown
hereon, in lawful money of the United States of America,
being interest then due on its Gas Works Revenue Bond,

, dated ag of '
and numbered.

CITY OF PHILADELPHIA

City Controller

\ ‘
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SEcTIoN 3.04. General Form, Content and Payment of
Bonds. Bonds shall be zeneraily designated zs Gas Works
Revenue Bonds of the City and shail be issued in such
series and ‘within such series in such subseries as the City
may Irom time to time dewermine, The aggregate principal
amount of Bonds ¥hich may be issued. authenticated and
delivered under this Ordinance is unlimited, but prior to
issuance of sach 3eries of Bonds, she City snall adopt a
Supplemental Ordinance autherizing such Saries.

The Bonds of each Series may be issued in coupon form
with principal payable to bearer or registered as to principal
only, in fully registered {orm. or may consist in whole or
in part of one or more installment 3onds in fully registered
form payable as to principal or subject t0 mandatory re-
demption in annual installments, or any combination of the
foregoing, shall be issued in such aggregate principal
amount, shall be dated on or as of such date or dates, shall
be in such denominations. shall mature or be subject to
mandatory redemption in such principal amounts and on
such dates, shall bear interest from such date or dates and
at such rate or rates, shall be subject to optional redemption
at such times and upon such terms, and shall contain such
other terms and conditions not inconsistent with this Ordi-
nance or the Act, all as shall be determined by the City and
set forth in the supplemental ordinance under which such
bonds are issued, or as shall be determined by a designated
officer or officers of the City thereunto authorized by the
Suppiemental Ordinance, or in the absence of such pro-
visions or designation, as shall be determined by the Di-
rector of Finance as specified in Section 4.05,

The principal of and interest on (except the final install-
ment of principal and the interest then payable) and the
principal, premium, if any, and accrued interest payable
upon partial redemption with reapect to, all fully registered
installment Bonds, and the interest payable in respect of
fully registered Bonds, shall be payasble by check or draft
of the Fiscal Agent mailed to the registered owner of such
Bonds at the address of such owner a8 it appears upon the
bond register, and the records of the Fiscal Agent shall be
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comeiugive 38 to such payment and anall bind such owner,
his successors and assigns whether or not such payment be
noted on such Bond. Except zs aforesaid, the principal of
ail Bonds, the premium, if any, payable upon redemption
thereof, and the interest on 1il coupon Bonds payable at
or prior ‘¢ maturity, shall be payable in lawrful money of
the United States of America at the principal Philadelphia
oifice of the Fiscal Agent in Philadelphia, Pennsylvania, or
at the principal office of a paying agent designated in auch
Bonds, but with respect to such principal, only upon presen-
tation and surrender of such Bonds, or with respect to
interest payable at or prior ‘o maturity of such coupon
Bonds, only upon presentation and surrender of the respec-
tive coupons for interest, except as otherwise herein pro-
vided with respect to mutilated, destroyed, !ost or stolen
Bonds or coupons.

Each Bond executed and delivered upon any transfer,
exchange or substitution, shall carry all the rights to inter-
est accrued and unpaid, and to accrue, which were carried
by the Bond or Bonds surrendered upon such transfer or
exchange, or as the case may be, the part thereof repre-
sented by such new Bond or Bonds, and notwithstanding
anything to the contrary contained in this Ordinance, such
new Bond, if a fuliy registered Bond, shall be so dated,
and, if a coupon Bond, ahall have attached thereto such
coupens, that neither gain nor loss in interest shall result
from such :ransfer, exchange, or substitution.

The foregoing provisions of this Section, any other pro-
vision in this Ordinance to the contrary notwithstanding,
are subject to the express understanding that the principal
of and interest on all Bonds issved hereunder and the
premium, if any, payable on redemption thereof, shall be
payable only from the rentals, revenues and moneys of the
City pledged for the payment therecf pursuant to this
Ordinanee and not otherwise,

SECTION 3.05. Registration of Bonds, Registrar, Bond
Register. The City ahall keep or cause to be kept at the
principal Philadeiphia office of the Fiscal Agent, books for
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the registration and transfer of 3onds entitled 0 registra-
tion and transfer; and the City will register or iransfer or
cause t0 be registered or transferred therein, as hereinafter
provided and under such reasonable reguiations as may be
prescribed by the Director of Finance, any Bonds entitled
to De 3o registered or iransrerred, upon presentation for
such purpose. The Fiscai Agent is hereby appointed the
registrar of the City for the purpose of registering, :rans-
ferring and exchanging the Bonds. The books kept pursuant
to this Section are herein ind in the Bonds referred io as

the bond register,

SECTION 3.06. Bonds are Negotiadle Instruments. The
Bonds shall have the gualities of negotiable instruments
under the law merchant and the laws pertaining o negoti-
able instruments of the Commonweaith of Pennsylvania,
subject to the provisions for registration and transfer con-
tained in Section 3.07 and 3.08 and in the Bonds.

SECTION 3.07. Tranmafer of Coupon Bonds. All coupon
Bonds shall be negotiable and title thereto shall pass by
delivery unless registered as o principal in the manner
hereinafter provided. The bearer of any coupon Bond may
have the ownership of *he principal thereof registered on
the bond register required to be kept pursuant to 3ection
3.05, and such registration shall be noted on the Bond.
After such registration no transfer shall be wvalid unless
made on such books by the registered owner in person, or
by his duly authorized attorney, and similariy noted on
the Bond: but such Bond may be discharged from registra-
tion by being in like manner transferred to bearer, and
thereupon transferability by delivery shall be restored; and
such Bond may again, from time to time, be registered ar
discharged from registration in the same manner as before.
Such registration, however, shall not affect the negotiability
by delivery of the coupons, but every such coupon shall con-
tinue to be transferable by delivery and shail remain pay-

able to bearer.

SECTION 3.08. Registration and Transfer of Fully Regis-
tered Bonds. The names and addresses of ihe _registered
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owners of all fully registered Bonds together with a brief
description of the Bonds s¢ registered shall be recorded in
the bond register. Any fully registered Bond may be trans-
ferred at ‘*he principai Philadelphia office of the Fiscal
Agent or surrendered for transier atr the principal office of
one of the paying agents designated in such 3ond, upon
surrender of 3uch Bond accompanied by delivery of a
written instrument of :transfer ‘n form approved by the
Director of Finance, duly executed by the registered owner
of such Bond or his duly authorized attorney, and there-
upon the City and the Fiscal Agent shall axecute in the
name of ‘he transferee or iransferees. and the Fiscal Agent
shall deliver, a new fully registered 3ond. or new fully reg-
istered Bonds. of like ferm, of the same 3eries, bearing the
same rate of interest. of the same maturity, and for the
same aggregate principal amount

SEcTioN 3.09. Exchange of Bonds. All Bonds of any
Series issued hereunder shall be exchangesble for like Bonds
of different authorized denominations or for Bonds in dif-
ferent form of the same Series. as the case may be, and, in
each case, in the same aggregate principal amount, matur-
ing on the same dates and bearing the same rate of interest
as the Bonds to be exchanged, al]l in the manner herein-
after provided. The holder of any bearer coupon Bond or
Bonds or the registered owner of any registered Bond or
Bonds desiring o exchange such Bond or Bonds shall sur-
render {or, in the case of registered Bonds, shall cause his
attorney thereunto duly authorized to surrender) such
Bond or Bonds in negotiable form or, as the case may be,
accompanied by an appropriste instrument of transfer,
together with all unmatured coupons appertaining to cou-
pon Bonds so surrendered, at the principal Philadelphia
office of the Fiscal Agent or at the principal office of one of
the paying agents designated in the Bonds, together with
g8 written request for exchange, in form approved by the
Director of Finance, setting forth the form of Bond or
Bonds requested to be issued in exchange, the denomination
or denominatiens thereof and, if to be issued in partial or
fully registered form, the person or persona in whose name
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such Bonds are to be registered. Thereupon and 3ubject to
the provisions of Section 3.10, the City and the Fiscal
Agent shall exerute and deliver io the persons thereunto
entitled a2 new Bond or new Bonds in the form requested in
authorized denominations aggregating the principal amount
of the Bond or Bonds surrendered, maturing 28 to principal
on the same date or dates, bearing the same rate of interest,
and bearing the same designation as o series. All fully
registered Bonds issued in =2xchange for 3onds of any
series 3hall be dated on the date of issuance ‘hereof and
shaif Dear interest from the date from which intereat was
initiaily payable with respect to such Series or {rom the
next preceding interest payment date of 3uch Series, which-
ever is later, or, if the date of authentication shail be an
interest payment date of such 3eries, from such date. All
coupon Bonds issued in exchange for Bonds of any Series
shall be dated as of the date of the initial issuance of 3uch
Series and all matured coupons shall be removed from 3uch
Bonds prior to their authenticstion eand delivery in ex-
change. For the purpose of exchange, a fully registered
instailment Bond shall be deemed to represent separate
Bonds each in the amount and of the maturity of the
annual installments of principal provided for in such Bond.

SECTION 3.10. Cost of Bond Registration, Transfer or
Exchange. Miscellaneous Provisions Governing Transfers
and Frchanges. Registration, transfer, discharges from
registration, and exchanges of Bonds authorized under thisa
Articie shall be without expense to the Holders of such
Bonds, but any taxes or other governmental charges re-
quired to be paid with respect to the same shall be paid by
the Holder requesting any such transaction, as a condition
precedent to the exercise of such privilege.

The City shall not be required to make (a2} any exchange
or transfer of any Bonds during the period of fifteen busi-
ness days next preceding any interest payment date for
such Bondas, or (b) any exchange or transfer of any Bonds
during the perjod of twenty business days next preceding
the first publication or mailing of any notice of redemption
of auch Bonds.
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All Bonds surrendered for :xchange snd the coupens, if
any, attached thereto and zi}] registered Bonds without
coupons surrendered {or transfer, shall be cancelled as the
principal thereof and the coupons severally become due and
payable and afier such due date, may be cremated, shredded
or otherwise destroyed by the Fiscal Agent.

All Bonds zxecuted, authenticated and delivered in ex-
change for Bonds surrendered or upon the transrer of
registered Bonds shall be valid oblizations of the City,
evidencing the same debt as :he Bonds surrendered. and
shall De secured by this Ordinance o the zame extent as
such surrendered Bonds.

SeEcTioN 3.11. Cwnersaip of 3onds. The City, the Fis-
cal Agent and any paying agent designated in any Bond
may treat the holder of any coupon 3ond if it shall not at
the time be registered as to principal, the registered owner
of any coupon Bond if it shall at the time be so registered,
the holder of any coupen appertaining to a coupon Bond
whether or not such coupon Bond shall be so registered,
and the registered owner of any fully registered Bond, a8
the absolute owner of such Bond or such coupon, as the
case may be, for all purposes whether or not such Bond
or such coupon shall be overdue, and neither the City, the
Fiscal Agent nor any paying agent shall be affected by
any notice to the contrary. Any consent, waiver or other
action taken by the holder of any bearer coupon Bond or
by the registered owner of any Bond other than a bearer
coupon Bond pursuant to the provisions of this Ordinance
shall be conclusive and binding upon such Holder, his
heirs, successors or assigns, and upon all transferees of
such Bond whether or not notation of such consent, waiver
or other action shail have been made on such Bond or on
any Bond issued in exchange therefor.

SEcTioN 3.12. Definitive and Temporary Bonds. Bonds
in definitive form shall be fully engraved or printed or
lithographed on steel engraved borders. Until Bonds in de-
9nitive form of any Series are ready for delivery, the City
and the Fiscal Agent may 2xecute, and, upon the requst

.\ .
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of the City in writing, the Fiscal Agent shall deliver in
lieu of any such Bonds. and subject to the same provisions,
limitations and conditions, ocne or more printed. litho-
graphed or “ypewritten 3onds in temporary form, 3ubstan-
tially of the tenor of the Bonds hereinbefors described,
without coupons or with one or more coupons. and with
aAppropriate omissions, variations and insertiens. Such
Bond or 3onds in temporary form may be for the amount
of any authorized denomination or any multiple thereof,
as the Director of Finance may determine. Until exchanged
for Bonds in derinitive form such Bonds in temporary form
shall be entitled to the benenit of this Ordinance. Uniess
otherwise agreed with the Holder of such temporary Bond
or Bonds, the City shall, without unreasonable delay, pre-
pare, execute and deliver to the Fiscal Agent, and there-
upon, upon the presentation and surrender of any Bond
or Bonds in temporary form, the Fiscal Agent shall execute
and deiiver, in exchange therefor, a Bond or Bonds in de-
finitive form of the same Series and sarme maturity for the
mame aggregate principal amount as the Bond or Bonds in
temporary form surrendered. Such exchange shall be made
by the City at its own expense and without making any
charge therefor. Until such Bonds in dennitive form are
ready for delivery, the Holder of one or more Bonds in
temporary form may, with the consent of the City, ex-
change the same, upon surrender thereofi ‘o the Fiscal
Agent for cancellation. for Bonds in tempeorary form of
like aggregate principal amount, of the same Serijes znd
maturity, in authorized denominations and bearing all un-

matured coupons, if any.

SECTION 3.13. Ezecution of Bonds, The Bonds shall be
executed on behalf of the City by the Fiscal Agent by the
manual signatures of two of its duly authorized officers,
under the sesl of the City whieh shall be either affixed or
reproduced thereon in facsimile and shall be countersigned
and attested by the manual or facsimile signature of the
Controller, all in sccordance with the Act of March 24,
1949, P. L. 212, or in such other manner za shall be au-.
thorized by law and prescribed by suppiemental ordinance.

\ .
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The coupons attached to coupon 3onds shall be sxecuted on
benaif of the City by the facsimile signature of the City
Controller. Any auch Bonds or coupons may be executed.
issued and delivered notwithstanding <hat one or more of
the officers signing such Bonds or whose facsimile signa-
ture shail be upon such Bonds or coupons or any thereof.
3hall have ceased o De such orficer ar officers at the iime
when such Bonds shall actually be deiivered. and although
at the nominal date of the Bond any auch serson 3hail not
nave been auch otficer,

SECTION 3.14. Mutilated, Destroyed. Lost or Stolen
Bonds. Upon receipt by the Fiscal Agent and the City of
evidence satisfactory ‘o both of them that any ocutstanding
Hond or coupon has been destroyed, lost or stolen. and of
indemnity satisfactory to both of them. then, in the ab-
3ence of notice to the City or to the Fiscal Agent that such
Bond or coupoen, if alleged 10 have been lost or stolen, has
been acquired by a bona Ade purchaser. aor if a Bond er
coupon has been mutilated. the City in its discretion actng
through the Director of Finance, may execute and deiiver
& new bond of the same Series and same maturity and of
like tener (which shall have attached the same correspond-
ing coupons, if any, as the mutilated. destroyed. lost or
stolen Bond if such Bond were a coupon Bond) in exchange
and substitutien for, and upeon surrender and cancellation
of, the mutilated Bond and coupons. if any, or in lieu of
and in 3substitution for the Bond and coupons, if any, so
destroyed, lost or stolen.

The City may, for each new bond authenticaied and
delivered under the provisions of this Section, require the
payment of the expenses, including counsel fees, which may
be incurred by the City and the Fiscal Agent in the prem-
ises. In case any such mutilated, lost or atolen Bond or
coupon has become or ia about to become due and payable,
the City, in its diacretion, may, instead of issuing a new
Bond or coupon, direct the payment thereof at maturity
and the Fiscal Agent shall thereupon pay the same.

Any Bond or coupon issued under the provisions of this
Section in lieu of any Bond or coupon alleged to be de-
~N
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stroyed, lost or swolen shall constitute an original addi-
tional contractual obligation on the part of the City whether
or not the Bond or coupon so alleged to be destroyed, lost
or stolen be at any time enforceable by anyone, and shail
be equally and proportionately entitled ‘o the benents of
this Ordinance with ail other Bonds and coupons iasued
under this Ordinance.

SEcTION 3.15. Installment Bonds—intermim Certificates.
Nothing in this Ordinance shall be construed :o prohibit
the authorization by supplemental ordinance of install-
ment Bonds in the forms above provided with appropriate
modifications or to prohibit the issuance of interim certifi-
cates pending the deiivery of definitive Bonds in such form
as shail be approved by the City Soiieitor.

SECTION 4.
ARTICLE IV
ISSUANCE OF BONDS-—SUPPLEMENTAL
ORDINANCES

SECTION 4.01. Purpose of Bonds. The Bonds issued un-
der this Ordinance shall be issued for the purpose of paying
the cost of projects, as such term is denfned in the Act,
related to the Gas Works, of reimbursing any fund of the
City from which such costs shail have been paid or ad-
vanced, of funding any of auch costs for which the City
shall have outstanding bond anticipation notes or other
obligations, of refunding any Bonds of the City issued for
the foregoing purposes under the Act, or of refunding
general obligation bonds of the City issued for the fore-
g0ing purposes.

SECTION 4.02. Pledge of Revenues; Grant of Security
Interest; Application of Revenues. The City hereby
pledges for the security and payment of all Bonds and
coupons, if any, issued under this Ordinance and hereby
grants g security interest in, all rents, rates and charges
imposed or charged by the City upon the owners or occu-
pants of properties connected to, and upen all ‘users of,
gas distributed by the Gas Works and all other. revenues
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derived therefrom (the Project  Revenuesa) as such term is
defined in the Act and all accounts, contract rights and
general intangibles representing the Project Revenues, and
in each casge, the proceeds of the foregoing, For the purpose
of compliance with the iling requirements of the Uni{orm
Commerciai Code in order to perrect *he security interest
herein granted. the Fiscai Agent shall be deemed to be and
the City hereby recognizes the Fiscal Agent as, the repre-
sentative of bondheolders to execute fnancing statements
as the secured party. Subject 30 the provisions of Section
7.02 hereof, all Project Revenues as and when collected in
each Ascal vear shail be applied first to Net Operating Ex-
penses; second, to required payments into the Sinking
Fund herein created to pay the principal of and interest
on all Bonds issued hereunder and, if required, ‘o accumu-
late, or ip restore any deficiency in, the Sinking Fund Re-
serve; third, to the payment of any general obligation
bonds adjudged to he self-liquidating on the basis of guch
expected revenues; fourth, to the payment of interest and
sinking fund charges of other general obligation dedt in-
curred for the Gas Works, and fifth. to the payment of
City Charges. Any baiance remaining may be applied to
any proper purpose of the City. The foregoing provisions
shail not be construed to require the segregation upon col-
lection of revenues prior to default in the payment of the
principai of and interest on Bonds.

SECTION 4.03. Particular Covenants. The City cove
nants with the Holders of all Bonds {rom time to time and
at the time outstanding under this Ordinance. that so long
as any such Bonds shall remain outstanding:

{a) No Bonds will be issued by the City hereunder or
under any ordinance supplemental hereto unless the
financial report of the chief fiscal officer of the City re-
quired by Section 8 of the Act to be filed with the City
Council shall be accompanied by an engineering report
of an independent consulting engineer or an independent
firm of consulting engineers, in either case having broad
experience in the design and analysis af the operation
of za8 works or gas distribution systems of the magni-
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% ; tude and scope of the Gas Works and a favorable repu-
Aterm 8 . . L .
g s and tation for competence in such fieid {the Engineers) set-
'LEJ'es and ting forth the qualifications of the Zngineers and:
pued . . . - . .
& purpose {i} containing a 3tatement that the EZngineers have
!fgu,,jfon-n made such investigation of the physical properties in-
f-",:im.erest cluded in the Gas Works and of the books and records
1o be and of the Gas Works maintained by the City or by the
e repre- Manager, as they deerned necessary; and
T
;'@rgmepw {ii) on the basis of such investigation containing:
o .,e(:r:m:n (aa} the 3ame matters, siatements and opinion
Jlected 11 as are required by Section 8 of the Act to be con-
'%tl?g_%x' tained in the nnancial report of the chief Ascal
4 r””“nf officer supported by appropriate schedules and
é ;:::::3 sumrnaries; 1
$ .
Fund Re- {bb) a statement that the Gas Works rents, rates
sbligation and charges, on the basis of which the statements
i of such required by the foregoing clause (aa) are made,
srest and are currently and will be sufficient to comply with
+ debt in- the Rate Covenant set forth in Section 4.03(b};
syment of and ‘
ipplied ‘o {cc) a statement that, in the opinion of the engi-
srovisions neers, the Gas Works are in good operating con-
upon coi- dition or that adequate steps are being taken to
st of the make them so.
. (b) it will, at a minimum, impose, charge and collect in
-”}’ tove- each Fiscal Year such gas rates and charges as shall,
+ ime and together with all other Project Revenues (as defined
at 30 long in the Act) to be received in such Fiscal Year, equal not
_ less than the greater of :
tunder or A. The sum of:
':léf‘s' the o (i) all Net Operating Expenses payable during such
] _h"fYC_re- Fiscal Year; :
e . . . :
ng rep;z (ii) 150% of the amount required to pay sinking :
dependant . fund requirements for principal of and interest on :
lependent ; i hich
Ng broad all Bonds issued and outstanding hereunder whic
oPeration will become due and payable during such Fiscal Year;
% magni. and r
- i




516

{iii) the amount, if any, required o be paid into
the Sinking Fund Reserve during 3uch Fiscal Year;
or

B. The sum of:

(i) AN Net Operating Zxpenses payable during such
Fisca) Year; and

.t

(ii} all Sinking Fund deposits required during such
Fiscal Year in respect of all sutstanding Bonds and
in respect of ail outstanding zeneral obligation bonds
. jssued ior improvements %o the Gas Worka and all
v amounts, if any, required during zuch Fiscal Year

R Y AL L LMFPRL-SVRS WU SN SO0 - S LRt SV

N to be paid into the Sinking Fund Reserve,

: The Gas Commission is hereby authorized and directed,
! without further authorization, to impose and charge and
to collect, or cause to be collected. rents, rates and charges
Y which ahall be sufficient in each Fiscal Year to compiy

with the foregoing Rate Covenant

(c¢) It will pay or cause the Fiscal Agent or paying
: agent to pay from the Project Revenues deposited in
the Sinking Fund the principsl of, premium, if any, and
interest on all Bonda a3 the aame shall become due and
payable and as more particulariy set forth in the Bonds.

Y roenraa i

R RTRP I L
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{d} It will continuously maintain in good condition and
continuously operate the Gas Workas.

e

{e) It will not in any Fiscal] Year pay from the Project
_ Revenues any City Charges or deposit from the Project
" Revenues in the general sinking fund of the City any

e .
[ TR

;‘, 3 sinking fund charges in respect of general obligation
i ) bonds of the City unless prior thereto or concurrently
o8 therewith all sinking fund charges in respect of Bonds
5 e issued and outstanding hereunder for such Fiscal Year,
:if then payable, shall have been deposited in the Sinking
.-;_,'_;i Fund created hereby.

;} B () It will not refund from the proceeds of Bonds any
R debt of the City represented by general obligation bonds

or notes issued prior to Januvary 1, 1974,
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{g} That it has. by Ordinance. authorized the imposi-
tion of rates and charges by the Gas Commission sul-
ficient from time to time to compiy with Rate Covenant
set forth in Section +.03(b) and that it will not repeal

or materially adversely dilute such authorization.

(h} It will, not later than 120 days following the close i
of each Fiscal Year, file with the Fiscal Agent a report
of the operation of the Gas Works setting Jorth, among
other things, in reasonable detzil {dnancial data con-
cerning the Gas Works Jor such Fiscal Year, inciuding
a Dbalance sheet, statements of income, equiiy, and
changes in financial condition, and an anaiysis of funds
available to cover debt service {in each case not incon-
sistent with the 3tatements of income, expenses, and
other accounts of the City audited by the City Control- L
ler) prepared by the Manager of the Gas Works in ac-
cordance with generally recognized municipal accounting
principlea consistently applied, showing compliance with
the Rate Covenant, accompanied by a certificate of the
Manager of the Gas Works that the Gas Works are in
good operating condition and Dy a certificate of the
Director of Finance that as of the date of such report
the City has complied with all of the covenants in thia
Ordinance and in all ordinances supplemental hereto on
ita part to be performed. Such report shail be furnished
to the Fiscal Agent in such reasonable number of copies
as shall be required to meet the written requests of Bond-
holders therefor on a first come first served basis. The
Fiscal Agent shall keep on file a copy of each report and {
its accompanying certificates for a period of ten (10)
years and shall exhibit the same to, and permit the copy-
ing thereof by, any Bondholder or his authorized repre-
sentative at a]] reaspnable times.

SECTION 4.04. Bonds to be Parity Bonds. All bonds
issued hereunder shall be parity Bonds equally and ratably
secured by the pledge of and grant of security interest inm,
the Project Revenues without preference, priority or die-
tinction as to lien or otherwise, except as othexwise here-
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inafter provided. of any one Bond or coupon over any ather
Bond or coupon or as between principal and interest.

The City hereby reserves the right. and nothing herein
shall be construed to impair such right. to finance improve-
ments to its Gas Works by the issuance of its general obli-
gation bonds or by the issuance, under ordinances other
than Supplemental Ordinances. of Gas Works bonds for the
payment of which Project Revenues of the Gas Works may
be pledged subject and subordinate in each Fiscal Year o
the prior payment irnm such revenues of all principal
premium, interest and sinking fund requirements pavable
during such riscal Year under this Ordinance. as from
time to time asupplemented and amended. in respect of
Bonds.

SECTION 4.05. Sale of Bonds: Tazes Not to be Assumed:
Terms and Provisions: Authority of Director of Finance.
To the extent, pursuant to Section 4.06. that the Supple-
mental Ordinance authorizing any Series of Bonds here-
under snall not otherwise provide:

(a) All bonds shall be sold at publie, private or invited
sale as a majority of the Mayor, the City Controller and
the City Solicitor may determine to be in the best inter-
est of the City and, if sold at competitive public sale,
shall be soid to the purchaser or purchasers submitting
the highest and best bid upon such terms and conditions
of the bidding as shall be specified in an orficial notice
of sale issued in the name of the City by the Director of
Finance:

{b) no covenant to pay or assume any taxes shall be
included in such Bonds; and

{c) subject to the foregoing, the terms upon which or
the prices for which the Bonds are to be sold or ex-
changed, and the form., terms and provisions of the
Bonds inciuding, without limitation, the matters re-
ferred to in Section 5 of the Act. and in the second
paragraph of Section 3.04 of this Ordinance shall be
determined by the Director of Finance who is hereby
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designated as the officer of the City to make such determi-
nations Dased, to the extent applicable, on the prices, in-
terest rates or other terms set Jorth in the highest and
best proposal conforming to the digding specifications
as agcertained and acceoted on behali of the City by the
Director of Finance,

SECTION 4.06. Conditions of Issutng Sonds, Supplemental
Ordinance: #iling of Transcript: Use of Proceeds: Refund-
ing Jonds. Prioc o the issuance of any series of 3onds,
the Council snail adept an orcdinance suppiemental nereto
specifying the aggregate principal amount or maximum
aggregate principal amount. and authorizing the issuance
of such Bonds: swating that such Bonds are issued in re.
spect of capital costs of 3 Gas Works project or projects
of the City or to fund or refund bond anticipation or other
obligations of the City issued in respect thereof or for the
purpose of refunding debt issued for such purpese: making
a finding based on the report of the Director of Finance
of the City required by Section 8 of the Act that the Project
Revenues pledged hereunder will be sufficient to comply
with the Rate Covenant and also to pay all costs, expenses
and payments required to be paid therefrom and in the
order and priority stated in Section 4.02; and containing
the covenant as to the payment of debt service required
by Article 1X, Section 10 of the Pennsyivania Constitu-
tion. Such Supplemental Ordinance may specify such form,
terms and provisions of the Bands to be issued thersunder,
may specify a particular method of sale: may specify the
terms upon which, or the prices for which, the Bonds are
to be sold or exchanged, including, if applicable, competi-
tive bidding specifications; may contain such amendments
to this Ordinance. including amendments or rescission of
the covenants herein contained, and may contain or au-
thorize such further covenants and agreements, including
such covenants as may be appropriate under existing regu-
Jations 3o that the Bonds may not be deemed to be “arbi-
trage bonds"” as such term is defined in the Internal Reve-
nue Code and applicable regulations, all as the Council may
deemn appropriate and proper and as shall be authorized
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or permitted by the Aet but no such amendments, provi.
sions, terms, covenants or agreements (other than those
permitted under Section 8.01 and adopted pursuant thereto)
which shall be inconsistent with the provisions of, or if
they wouid impair a prior covenant contained in, this Or-
dinance as at the time amended or 3suppiemented. 3hzail
become effective until all Bonds the nolders of which are
entitled to the protection of. or o 2nforce compliance with
such nrior covenant, 3nall cease %0 be outstanding.

Prior to the issuance of any Series of 3onds hereunder
the Director of Finance shail. in addition o the iling re-
quirements of Section 12 of the Act, dle with the Fiscal
Agent a transeript of the proceedings authorizing the issu-
ance of such Series of 3onds which shail include (i) a cer-
tified copy of this Ordinance (unless previously seo fled) ;
{ii} a certified copy of the Supplemental Ordinance; (iii)
an executed or certified copy of the report of the Director
of Finance required by subsection (a) of Section 8 of the
Act; (iv) an executed copy of the opinion of the City
Solicitor required by subsection (b) of Section 8 of the
Act; (v) an executed copy of the Engineer’s report re-
quired by subsection {a) of Section 4.03: and (vi} a cer-
tificate of the Director of Finance that there is no default
in the payment of the principal of, {nterest on, or pre-
miums, if any, payable in respect of, any Bonds, that the
amounts currently on deposit in the Sinking Fund Reserve
meet the requirements of Section 5.04 that the report for
the latest completed Fiscali Year required to be filed pur-
suant to subsection (h) of Section 4.03 has been filed and
that during such Fiscal Year the City was in compliance
with the Rate Covenant as therein shown, and that the
City is currently in compiiance with the Rate Covenant
and all other covenants contained in this Ordinance and
all Supplemental Ordinances, and thereupon the proper
officers of the City and the Fiscal Agent shall be authorized
to execute and deliver the Bonds so authorized, to receipt
for the purchase price thereof and to execute and deliver
on behalf of the City the usual closing statements, affi-

davits and certificates. .
~
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The Director of Finance. the City Solicitor. the City Con-
troiler and such other officers of the Cify is may be appro-
priate are authorized in connection with the issuance of any
Series of Bonds hereunder, o prepare, execute and #le on
behalf of the City such statements, documents or 9ther ma-
terial as may accurateiy and properly rerect the financial
condition of the City or other matters reievant o the issu-
ance or payment of such 3onds and as may oe required or
appropriate to comply with appiicable state or federai laws
or regulations.

Unless otherwise provided in the Supplemental Ordi-
nance, the proceeds of 3ale of all Bonds issued hereunder
shall be deposited in the consolidaied cash account of the
City to.the credit of the capital improvement funds and
ghall be disbursed therefrom, in accordance with estab-
lished procedures, for the costs of the project or projects i
(a3 such term is defined in the Act) for which the Bonds
were issued provided, however, that if such Bonds ahall
be issued for the purpose of funding or refunding bonds
or notes previously issued by the City such proceeds shall,
uniess otherwise directed by the Suppiemental Ordinance, NF
be deposited in a special account in the Sinking Fund here-
inafter authorized and deposited, invested (if appropriate)
and disbursed under the direction of the Director of Fi-
nance for the purpose of retiring the bonds or notes being :
funded or refunded,. il

P ppadk) = S L N

=5l

I
iy z

R

e et

A DT

R
v e o A

'y AT e

If the City shall, by Supplemental Ordinance, authorize
the issuance of revenue refunding bonds pursuant to Sec-
tion 10 of the Act. in the absence of specific direction or
inconaistent authorization contained in the Supplemental
Ordinance, the Director of Finance is hereby authorized
in the name and on behalf of the City to take all such
action, including the irrevocable pledge of proceeds and/or
the income and profit from the investment thereof for the
payment and redemption of the funded or refunded bond
or notes and inciuding the publication of all required re-
demption notices or the giving of irrevocable _i\nstruct:ons
therefor, 38 may be necessary or appropriate to sccom- e
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plish the funding or refunding and to compiy with the
requirements of Section 10 of the Aet.

SECTION 3.

ARTICLE V
REDEMPTION QOF BONDS

SECTION 3.01. Bonds May Be Subject to Redemption.
Bonds of any Series may be subject to either optional or
mandatory redemption at the :imes, in the order, in the
amounts, at the redemption prices, and other such terms,
conditions and restrictions, all as may be set farth in the
Suppiemental Ordinance authorizing the issuance of 3uch
series or, in the absence of such provisions. as may be set
forth in the Bonds at the direction of the Director of Fi-
nance and ahall be set forth in the official notice of sale.

SECTION 5.02. Notice, Selection by Lot. Whenever the
City shall, by ordinance of Council, determine to redeem
all or part of the Bonds of any series in accordance with
the right reserved so to do, or when the City or the Fiscal
Agent shall be required to redeem Bonds pursuant to man-
datory redemption provisions, the City or the Fiscal Agent,
aB the case may be, shall cause a notice of intention to re-
deem, signed in the name of the City by the Fiseal Agent.
to be published once a week for two consecutive weeks, the
first publication to be at least thirty days and not more than
sixty days before the redemption date, in not leas than two
nor more than four daily newspapers published in the Eng-
lish language and of general circulation in the City. At least
thirty days before the redemption date the Fiscal Agent
shall mail such notice to each registered owner appearing
upon the bond register of the registered Bonds to be re-
deemed. but failure 3o to mail any such notice shall not
affect the validity of the proceedings for redemption. Such
notice shall specify, unless a pertinent Supplemental Ordi-
nance shall otherwise provide, the Series and the matun-
ties of the Bonds so to be redeemed and also, if less than all
then outstanding Bonds of a maturity are t9_ be redeemed,
the numbers of the Bonds to be redeemed which may be ex-
pressed in designaled blocks, if applicable, and the date
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fixed for redemption. the redemption price and the place of
pavment, and shall further state that, from and after such
date, interest thereon -will cease to accrue.

In connection with :he redemvtion of Jess than all the
Bonds of a particular maturity or series, the Fisca] Agent
shall draw by lot the number of the Bonds to be redeemed
in such manner as it shall deem proper unless the Supple-
mental Ordinance establishing the terms and provisions of
such Bonds or the redemption provisions of the particular
Bonds provides that they shall be redeemable in the order
or inverse order of their numbers or that such Bonds shall
be redeemable in the order or inverse order of their ms-
turities and ail Bonds of a particular maturity or ma-
turities are being redeemed, For the purpose of any draw-
ing, the Fiscal Agent shail assign a number for each basie

denomination.

SECTION 5.03, Effect of Redemption, Payment. Notice
having been given in the manner hereinbefore provided in
this Article or irrevocable instructions to give such notice
having been delivered to the Fiscal Agent to pay said Bonds
or portions thereof. and funds complying with the provi-
sions of subparagraph (1) of Section 10 of the Act having
been deposited in trust with the Fiscal Agent or having
been set aside with the Sinking Fund Depositary in a
special account in the Sinking Fund, prior to the date fixed
for redemption. the Bonds or portions thereof 3o called for
redemption, shall become due and payable on the redemp-
tion date so designated, and interest on such Bonds or por-
tions thereof shall cease from such redemption date,
whether such Bonds be presented for redemption or not,
and the coupons representing the interest on any of said
Bonds thereafter to accrue shall from that date be void
and of no effect. The principal amount of all Bonds or por-
tions thereof so called for redemption, together with the
premium, if any, and accrued interest thereon, shall be
paid by the Fiscal Agent, upon presentation and surrender
thereof in negotiable form, accompanied by coupons, if
any, representing such interest. All coupons maturing aub-
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sequent to the date of redemption must accompany each
Bond 30 redeemed.

SECTION 5.04. Pariial Redempiion. Upon presentation
of any Bond which is to de redeemed in part oniy, the City
and the Fiscal Agent shall execute and deliver 0 the
Hoider thereof, at the expense of the City a new Bond or
Bonds of authorized denominations in principal amount
equal to and of the same Series and maturity as the unre-
deemed portion of :he Bond or Bonds 30 presented, which
new Bond or Bonds 3nall. at the option of the Hoider, either
be a coupon Bond or Bonds with all unmatured coupons
thereto apperiaining or a registered Bond or 3onds with-
out coupons.

SECTION &.
ARTICLZ VI
SINKING FUND

SECTION 6.0). Establishment of Sinking Fund. There
is hereby established a sinking fund to be known as the
City of Philadeiphia Gas Works Revenue Bond Sinking
Fund (referred to in this Ordinance as the Sinking Fund)
for the benefit and security of the Holders of ail Bonds.
The Sinking Fund shall be held in the name of the City in
an account or accounts separate and apart from all other
accpunts of the City and payments therefrom shall be
made only as hereinafter in this Ordinance provided.

The City covenants and the Director of Finance is di-
rected to deposit in, and there is hereby appropriated to,
the Sinking Fund from the pledged revenues in each Fiscal
Year such amounts as will, together with interest and prof-
its earned and to be earned on investments held therein,
be sufficient to accumulate, on or before each interest and
principal payment date of the Bondg, the amounts required
to pay the principal of and the interest on the Bonds then
becoming due and payable. Payment into the Sinking Fund
shall be scheduled at such times and in such amounts in
relation to the receipt of revenues and the operation and
maintenance requirements of the Gas Works ag the Direc-
tor of Finance shail determine. ~
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SECTION 8.02. Fiscal Agent. Such state or federaily
chartered bank as may from :time to time be appointed by
the City in accordance with iaw, shall act as Fiacal Agent
in respect of 1l Bonds issued under this Ordinance or in
respect of anv particular issue or issues of Bonds. The
Fiscal Agent shall also act as Sinking Fund Depositary of
the Sinking Fund. and as paying agent and registrar of
the Ronds in respect of which it is the Fiscal Agent Nota-
ing in this Ordinance shall De construed to prevent :he
City from engaging other or additional Fiscal Agents from
time to time or from engaging other or additional sinking
fund Depositaries, paying agents or registrars of the Bonds
or any series thereol.

Subject to the foregoing, the proper officers of the City
are authorized to enter into contracts or to confirm exist-
ing agreements governing the maintenance of accounts and
records, the disposal of cancelled Bonds and coupons, the
rights, duties, privileges and immunitiea of the Fiscal
Agent, and such other matters as are authorized by the
Act and as are customary and appropriate and to confirm
the sgreement of the Fiscal Agent, in its severs] capaci-
tiea, to comply 'with the provisions of the Act and of this
Ordinance. ’

SECTION 6.03. Payments From the Sinking Fund. The
Sinking Fund Depositary shall, on direction of the Direc-
tor of Finance, or if for any reason he should fail to give
such direction, on the direction of the Fiscal Agent. liqui-
date investments, if necessary, and pay over from the Sink-
ing Fund in cash to the Fiscal Agent not later than the due
date thereof the full amount of the principal, interest on,
and premium, if any, payable upon redemption of, all
Bonds.

Any excess moneys in the Sinking Fund, including any
excess amount jn the Sinking Fund Reserve and moneys
for the payment of the interest, principal and premium of
bonds unclaimed after the due date for two years, shall be
repaid to the City but such repayment shail ot discharge
the obligation, if any, for which such moneys were ore-
viously held in the Sinking Fund
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SECTION 6.04, Sinking Fund Reserve. There is nereby
established a Sinking Fund Reserve which 3hall be held by
the Sinking Fund Depositary as part of the Sinking Fund
but for which separate accounts shail be maintained. Un-
less otherwise provided in the applicable Suppiemental Or-
dinance in compliance with this Section 5.04. the City shall,
under direction of the Director of Finance, deposit in the
Sinking Fund Reserve from the proceeds of zale of 2ach
Series of Bonds igsued hereunder. an amount squai to :he
maximum amount required in any Fiscal Year to pay the
principal of and inter2st on the Bonds of such 3eries be-
coming due and pavable in such Iiscal Year. The money
and investments (valued at market) in the Sinking Fund
Reserve 3hall be heild and maintained in an amount equai
at al]l times 10 the maximum prinecipal and interest require-
ments in any subsequent Fiscal Year of zll bonds issued
and outstanding hereunder, provided that if the Supple-
mental Ordinance authorizing a Series of Bonds shall au-
thorize the accumulation from Project Revenues of a re-
serve of 3uch amount in respect of such Bonds over a period
of not more than six Fiscal Years after the issuance and
delivery of such Bands, then the full payment of the annual
deposits required under such Suppiemental Ordinance wiil
meet the Sinking Fund Reserve requirement of this Ordi-
nance in respect of such 3onds.

If, at any time and {or any reason, the moneys in the
Sinking Fund. other than in the Sinking Fund Reserve,
shall be insufficient to pay as and when due, the principal
of (and premium if any) or interest on any Bond or Bonds,
the Sinking Fund Depositary is hereby authorized and
directed to withdraw from the Sinking Fund Reserve and
pay over to the Fiscal Agent the amount of such deficiency.
If by reason of such withdrawal or for any other reason
there shall be a deficiency in the Sinking Fund Reserve,
the City hereby covenants to restore guch deficiency as
required by Section 7.02.

SECTION 6.05. Management ¢of the Sinking Fund. To

the extent that debt service in respeet of any Series of
Bonds shall not be financed ag a part of the cost of the
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project or projects for which the Bonds are issued, in
which case the amount of the debt service financed shall be
deposited in the Sinking Tund from the proceeds of Bonds.
sinking fund payments from the pledged revenues in re-
spect of =ach 3eries of 3onds shall commence during the
six-month period immediately sreceding the Arst !nterest
payment date of each Series for which Jebt service has
not been completely funded and in any event not later than
one vear subsequent to :he 2stimated completion or zcquisi-
tion of projects to be constructed or acquired as e2stimated
by the Manager of the Gas Works and, in all other cases.
not later than one year subsequent (o the date of the Bonds.
The moneys, including interest bearing deposits, in the
Sinking Fund to the extent not otherwise invested and to
the extent not insured, shall be secured as required by the
Act and, to the extent not currently required for the pay-
ment of debt service, shall be continuously invested and
reinvested in securities or interest bearing deposits au-
thorized by the Act, ail at the direction and under the
management of the Director of Finance. Interest and prof-
its from such investments shall be added to ‘he Sinking
Fund and credited in reduction of or to compiete required
deposits into the Sinking Fund.

SECTION 6.06. Consvlidoted Fund. The 3inking Fund
shall be a consoiidated fund for the equal and propertionate
benefit of the holders of ali Bonds from time to time out-
standing hereunder and may be invested and reinvested on
a consolidated basis. The principal of and interest on and
profits (and losses if any) realized on investments in the
Sinking Fund shall be allocated prorata for the Series or
the specific Bonds in respect of which such investmenta
were made without distinction or priorily but meneys {(and
the investments thereof) specifically deposited for the pay-
ment of any particular installment of principal. interest
or premium shail be held and applied exciusively to the
payment of such particular principal. interest or premium.
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SECTION 7.

ARTICLE VII
DEFAULTS AND REMEDIES

SECTION T.01. Defauits and Statutory Remedies. If the
City shall Zail or neglect 1o pay or :o cause 0 be paid the
principal of. redemption premium. if anv. or the interest
on any 3ond ar any Series of Bonds issued hereunder,
whether at atated maturity or upon call for prior redemp-
tion, or if the City shall fail to compiy with any provision
of the bonds or with any covenant of the City contained
in this Ordinance or an applicable Supplemental Ordinance
then, under and subject to the terms and conditions stated
in the Act, the Holder or Holders of any Bond or Bonds
shall be entitled to all of the rights and remedies, inciud-
ing the appointment of a trustee, provided in the Act.

SECTION 7.02. Additional Remedies. 1f the City shall
fail or neglect 10 make deposits into the Sinking Fund, in-
cluding the Sinking Fund Reserve, in the amounts and at
the times required by this Ordinance and as provided in
the Bonds or if, for any reason. there shall be insufcient
moneys on deposit in the Sinking Fund for the payment in
full of the principal (and premium, if any) or of interest
on the Bonds as and when the same shall from time to time
become due and payable, then the City covenants that it
will without notice thereef from any Bondholder, fiscal
agent, paying agent or sinking fund depositary, and ao
long as such default shall continue. immmediately upon such
default deposit in the Sinking Fund, on a daily basis, 50%
of all pledged revenues of the Gas Works, or such greater
percentage thereof as the Director of Finance shall deter-
mine. The covenant of this Section 7.02 shall be specifi-
cally enforceable by any trustee appointed pursuant to
Section 20 of the Act or if there be no such trustee ap-
pointed. then by the Holder of any Bond outstanding.

SECTION 7.03. Remedies Not Ezciusive; Effect of Delay
In Exercise of Remedies. No remedy herein or in the Act
conferred upon or reserved to the trustee, if any, or to the
Holder of any bond ia intended to be exclusive (except as
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gpecifically provided in the Act) of any other remedy or
remedies, and each and every such remedy 3hall be cumu-
lative, and shall be in addition to every other remedy ziven
hereunder or now or nersafter axisting at law or in equity

or Dy statute.

No delay or omission of the trustee, if one be appointed,
or of any Holder of the Bonds to exercise any rignt or
power accruing upon any default shall impair any such
right or power or shall be construed to be 8 waijver of any
such default, or an acquiescence therein; and every power
and remedy given by this Article, by the Act or otherwise
may be exercised {rom time to time, and as often ss may
be deemed expedient.

SECTION 7.04. Remedies to be Enforced Only Against
Pledged Revenues. Any decree or judgment for the pay-
ment of money against the City by reason of default here-
under shall be enforceable only against the pledged reve-
nues and the investments thereof and no decree or judg-
ment against the City upon an action brought hereunder
shall order or be construed to permit the occupation, at-
tachment, seizure, or aale upon sxecution of any other

property of the City.
SECTION 8.

ARTICLE VIII
AMENDMENTS AND MODIFICATIONS

SECTION B.01. In addition to the adoption of Supple-
mental Ordinances supplementing and/or amending this
Ordinance as provided in Section 4.06 in connection with
the jssuance of successive series of bonds, this Ordinance
and any Supplemental Ordinance may be further supple-
mented. modified or amended: (a) to cure any ambiguity,
{formal defect or omission herein or therein; (b) to grant
to or confer upen Bondholders, or a trustee, if any, for the
benefit of Bondholders any additional rights, remedies, pow-
ers. authority, or security that may be lawfully granted
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or conferred: {¢) to compiy with any mandatory provision
of state or federal iaw or +with any permissive provision
of such law or regulation which does not substantially im-
pair the security or right to payment of the Bonds but no
amendment or modification shal) be made with respect %
any outstanding Bonds to alter the amount, rate or iime
of ‘payment, respectively, of the principal thereol or the
interest thereon or to alter the redemption provisions
thereof without the written consent of the Holders of all
afected outstanding Bonds: and {d) except as aforesaid,
in such other respect as may be authorized in writing by
the Holders of 677+ in principal amount of the Bonds out-
standing and affected. Bonds which have pecome due and
payable on a fixed redemption date in accordance ‘with
Section 5.03 shall be deemed to be not outstanding.

SECTION 9.

ARTICLE IX
MISCELLANEOUS

SECTION 9.01. Ordinances are Coutracts With Bond-
holders. This Ordinance and Supplemental Ordinances
adopted pursuant hereto are contracts with the Holders of
all Bonds from time to time outstanding hereunder and
thereunder and shall be enforceable in accordance with
the provisions of Article VII and the laws of Pennsyi-
vania.

SECTION 9.02. Kepeals. All ordinances and parts of or-
dinances heretofore adopted to the extent that the same
are inconsistent herewith are hereby repealed.

Approved the thirtieth day uf May, A.D. 1975.

FRANK L. RIZZO,
Mayor of Philadelphia,

* 8ill No. 1871




mstely one avndred aighry-seven *housand sguare

feat of ouside stock and parking space.

(g} The lease agreement i3 conditioned upon approval of
tne Philadeipnia Gas Commission and adeption of
an Oréinance by Tity Councii, signed 5y the Mayor
py Juiy 27, 1978,

aperioN 3. The City Soiiciter snail include zuch lerms

nditions as he may deern necsaaary ar desivabie %0

§£9
and . : - . PRI
rotect the Dest interest of the City and the Philadeinhia

oas Works.
Approved the twenty-aighil day of Junz, A.D. 1973
FRANX L. RIZZO,
Heayor of Philadeipnia.
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“AM SROINAMCI
ting che Fifth Suppiemental Qrdinanca o the Gen-

Conssitat
eral Gas Works Revenue Jond Ordinance of 1873 au-
vhorizing wne Mayor, City Controller, and City Sollcitor

or a majority thereof to sell sither at public or private
ste Gas Works Revenue Bonds, Fifth Series, of the City
of Philadelpnia in the maximum principal amount ¢f
if:v million (30,000,000) dollars and to establish the
rormns and provisions thereof by supplementing the Gen-
eral Gas Works Revenue Sond Ordizance of 1875, desig-
nating the projects and setling Zorth the use of proceeds;
determining the sufficlency of the project revenues; cove-
nuniing the zepamtion of Gas Works revenue accounta
and proceeds of the Fifth Series Bonds ‘rom geners]
accounts of the City; covenanting the payment of intarest
andl principal; providing for ‘ransier and payment of
certain interest aud income on moneys keid in the Gas
Works Sinking Fund Reserve o the operating funds of
the Gas Works and, with the approval of the Gas Com-
mission, the payment to the City of any halance in the
operating funds up to the amount so transferred and paid;
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and specifying <he appiicability of sections of *he Firg
Class City Revernue 3ond Act and the General Gas Var,
Revenue Zonds Ordinance of 1973, “

The Council of ihe City of Philcdalphin reredy 7dainy.

SECTION L, The 3.1‘33'0:-. City Controiler, and City Solie;.
DT or a majority A hem are heredy authorized on Senait
of the City 10 dorrow, oy the issuancs and sale of Gas Wor,
Revenue 3Bonds, Fifth 3eries of the City (the Fifthy Seriay
3onds), pursuant o the First Class City Revenue 3ond 4.
of October 13, 1872, Act No. 234 (the Act) and he Generq
Gas Works Revenue Zond Ordinance of 1975 {the Gunary,
Ordinance}, 3 sum or sums of which, {7 We aggregats, iy
not exceed 1fly million (50,000,000} doilars o e sxpenceq
33 provided in Section 2 of this ordinance. Said Fifth Jeriy
Bonds shall be sold aither at public comperiiive saie 2 3,
highest mdder or biddars or at private negotiated yaje 4
aaid officers or a1 majority of them shall deem 0 be in 1,
beat interest of the City. The Fifth Series Jonds shail con.
Win such terms and provisions as are determined oy
majoridy of said officers 10 Se in the bea: interest of the (ly
and are not inconsistent with the provisions hersof, of *he
Act or of the General Ordinance,

The Fifth Series Bonds shall not pledge the credit aor
taxing power or create any debt or charge against the wux
or general revenues of ‘he City or create any lien againg
any property of the City other than the revenues pledged in
the General Ordinance. .

SECTION 2. The projects for which the Fifth Sermw
Bonds are to be issued consist of the capital improvements
included in the capital program of the Gas Works as from
time to time included in the capital budget of the City. Sued
capital improvements include, without limitation, the acquisi-
tion of land or rights therein; the acquisition, construction
or improvement of buildings, structures and Ifacilities >
gether with their related furnishings. equipment, machinery,
and apparatus: the acquisition, consiruction or replacement
of pipes and pipe liney: and the acquisition or replacement
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of property of a capitsl nature for usa in the Jperation,
maintensnce and adminisiration of the Gas ‘Works system
of ‘he City.

The proceeds of e sale of the Tiith Series Bonds shail
be used 10 PAY Inancing costs, 10 make addtional paymens:s
into the Sinking Fund Reserve ax required by the General
Ordinance ana 0 pay other uroject 2osis {as defined in the
act), whieh may include, withour imization, the racaymant
.o sha City or 20 accounts of the Sas Warks of amoun:s
advancad Jor project coats, and the funding ar refunding of
sutsnding 3ond anticization emporary loan nates of <h
ity issued in anticipalion of bonds previousiy auther:zad
9y the Council for capital improvements o the (Gas Works

-stam of the City.

-

The (izy coveranta that the aroceeds af the zale of the
th Jeries Jonds #hich remain avaiiadle Jor the payment
of project costs, after payment of ine nancing costs. the
reuired pRyment into the 3inkKiny Tund Rezerve, and ia

repayment 10 the Clty ol amounts previousiy advanced Zor
aroject 2081 or fur the Junding or refundinyg of dond antici-
gation lemporary ioans 2s Jwscribed above, shall be de-
sosited. 2eid and disbursed in and from one or more un-
seercgated accounts of the Gas Works -whnich shall be
separate and apars from and 3ot commingied with the can-
solidatad cash aczouns of the City or any othar acsount of
:he City not beld sxcluaively for Gas Works purposes.

Section 3. Bascd on the report of the Director of Fi-
nance of the City fled with the Council pursuant to Section
8 of the Act, it is hereby determined that the piedged Proj-
gct Revenues, as defined in the General Ordinance, will be
suficient 0 comply with the rate covenant contained in
Seczion 4.03(%) of the General Ordinance and also o pay
all costs, sxpenses and payments required o be paid there
irom in the order and priority stated in Section 4.02 of the
Generz! Ordinance.

SzctioN 4. The City covenants that, so long as any of
the Fifth Series Bonds shall remain outstanding, all reve-

o
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nues of the Gas Works whick are piedged inder Section 4

of the Gereral Ordinunce will be deposited ang I‘!eid‘?z
and disbursed Trom ome ar more unsegresated accouny y
the Gas Works =which shall be separate from and nee o o
rmingled with the consolidated cush account of the Ciy -
any ocher aceount of the Cily oot heid exclusiveiy ‘ar Gor
Works purpeses. Thiz covenant arall not e conatryeq Ts
reguire she ss:tatiishment of any Gas Works aczoyun: seg,-:
gated Zvom any other Gas “Works 1££0URTS 2XCEDU 23S oiher
wige reqlirsd Uy che Genersi Qrdinance. a

SecTioN 5. The Clty covernants hal 20 long as any
Fifth Zeries ZJonds shail remain anpaid, it wiill make <ay.
menis Or cgusz Sayments 1 be made Irom the dledged gy
Works revenues direetly into {ts Gas Works Revenue 3Japg
Sinking Fund ereated under the General Ordinancs, ac aucy
umes and in such annual amouni’ a8 3nail e requireg o
aceumulate amounty mers{n suificient Tor the jaymen: o
principal > and the interest on the Fifth 3Zeries 3ands
when dug and tha: ¢ will pay or ause o e faid rom said
Sinking Tund said principal and intersst ¥hen due,

SecTioN 4. Al infereat and income 2arned an monevy
held in tha Gas Works Ravenue Bond Sinking Fund Reservy
ereared under the General Ordinance (Sinking Fund Reserv,
Earnings) shall, ‘o the extant not required to comply with
Section 5.04 of *he Genarsl Ordinance, Ze franaferred and
paid by she Sinking Fund Depositary to the operating funds
of the Gas Works to be applied as Project Revenues i
accordance with the terms of Section .02 of the Genera
Ordinance. To the extent zhat in any dscal year balance
rerains ‘n ‘he Project Revenues, incinding Sinking Tund
Reserve Zarnings, a5 such balance is determined in aceord.
ance with Seczion 4.02 of the Genersl Ordinance, suck
balance, apon the approval of the Gas Commission may be
paid to the City, provided that in a given fscal year the
balance so paid does not exceed the amount of Sinking Fuzd
Reserve Earnings iransferred and paid to the aperating
funds during 'he same fiscal year. For Fiscal Year 1980 wp
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343 million of 3ueh haiance.,3ubjest 1o the above pro-
visions, 3nall de wranszferred and paid 0 the General Fund.

szerion 7. The Director of Finance is authorized
-.uu‘- such <UVeNarnis and :ake such other aciion on behalf

he ClitV wiill respect 1o the inveatment of the proceerds
o qe Fifth Secies Bonds as may e nacessary or wivisable
. order that the ¥ 1:‘::1 Series 3onds shall not be “arditrage
;;‘as'.tii" 45 d2fned in the Internal Revenue Code.

gemiony 3. This ordinanee i3 supplemeﬂur}- <o the
amevai Ordinance and all sections of ne General Ordinance
i +he Act nol inconsisten: hecewith are applicakie 20 the
7 Zeries Bonds. All defnitions of terms contained in
:a.. ses wr in the Gereral Ordinance shall apply 0 such
ema o thia ordinance,

ysproved ne weniy-sixii day of Jure, 4.0 1979

FRANK L. RIZZ
Hayor o,r Philadeiphin,
L ui g, TT8

s AM QROIMANCY
Authuricing the Commissioner of 2ublic Property ‘o sell a
cersain lot or piece of City-owned ground, with the im-
provaments thereed erscied, situate {040 Ridge avenue,
«whjeet to confirmeation by the Couneil.

WpcrEaS, It ig deemmed o the best intarest of the City
hat the lot or piece of Clty-owned ground, situate 4040
[Lipe avenue be exposed for public sale in accordance with

& provisions of the Philadelphia Home Rule Charter:
herefore

The Counetl of the City of Philadeipnia iereby ordaine:

SeTioN 1. The Commissioner of Public Property is

nroely authorized after full and adequate advertising, to
“-1 the following described lot or piece of City-owned
<reund for the best terms obtainable,
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The Council of the Cily of Phiicdeiphia Aereby ordains:

- SECTION 1. The following parking regulation is hereby
® established:

NO PARKING ANY T™ME

Xrewstown road, beiween Rising Sun avenue and a
point <hree-nundred Afiy feet south of Bloomifieid
avenue.

Approved the thirtieth day of july, A.D. 1980.
WILLIAM J. GREEN,

Mavor of Philadeivnia.

* il Neo. 225

* AN ORDINANCE

Constituting the Sixth Supplemental Ordinance to the General
Gas Works Revenue Bond Ordinance of 1975, as amended by
the Fifth Supplemental Ordinance thereto: authorizing the
Mayor, the City Controller and the City Solicitor, or a majority
of them, to sell Gas Works Revenue Bonds, Sixth Series, of the
City of Philadeiphia in the maximum aggregate principal
amount of one hundred million dollars ($100.000,000); desig-
nating the projects being financed and setting forth the use of
proceeds; determining the sufiiciency of the project revenues:
covenanting the separation of Gas Works revenue accounts and

® t proceeds of the Sixth Series Bonds from general accounts of the

City: covenanting the pavment of interest and principal on the
Sixth Series Bonds; suthorizing covenants and action in order
that the Sixth Series Bonds shall not be arbitrage bonds;
amending the General Gas Works Revenue Bond Ordinance of
1975, as amended by the Fifth Supplemental Ordinance
® | thereto, to provide that interest and income on the Sinking
Fund Reserve may be retained in such Reserve by the Director
K of Finance; and specifying the applicability of sections of The

o First Class City Revenue Bond Act and the General Gas Works
; Revenue Bond Ordinance of 1975, as amended by the Fifth
{ Supplemental Ordinance thereto.
e ! N

ST,

T T SO U

LT g o bt AV s My

g

LT R R N




Wy ordains!
n is 2eredy

enue ind 2
- Bloomiieid

9.
SREEN,
ladelpitia.

the General
amended by
wrizing the
)r a majority
‘eries, of the
e principal
000): desig-
h the use aof
2t revenues;
coounts and
ounts of the
cipal on the
'on in order
‘age bonds;
'rdinance of

Ordinance
the Sinking
he Director
ions of The
Cas Works
y the Fifth

617

The Council of the Citu of hiladeiphia hereby ordains:

Section 1. The Mayor, the City Conwoller and the City
Solicitor (the “Bond Committee™), or a majority of them, are
hereby authorized on benalf of the Citv to vorrow, by the is.
suance and sale of Gas Works Revenue Bonds, Sixth Senes of
the City (the "Sixth Series 3onds”), pursuant to The First Class
City Revenue Bond Act of October 18, 1972, Act No. 23 (tha
“Act”™) and the General Cas Works Revenue Bond Crdinance
of 1975, a5 amended by the Fifth Supplemental Ordinance
thereto {the “General Ordinance™), 2 sum or sums which in
the aggregate shall not 2xceed one hundred miilion dollars
($100,000,000) to be expended as provided in Section 2 of this
Ordinance. The Sixth Series Bonds shail conmin such terms and
provisions as are determined by a majority of the Bond Com-
mittee to be in the best interest of the City and are not incon-
sistent with the provisions bereof, of the Act or of the General
Ordinance.

The Sixth Series Bonds shall not pledge the credit or axing
power, credte any debt or charge against the tax or gemeral
revenues or create any lien against any property of the City
other than the revenues piedged by the General Ordinance.

Secrion 2. The Sixth Series Bonds shall be issued in respect
of capital costs of the gas works system of the City {the "Cas
Works") incurred or to be incwred for the purpose of (i} ac-
quiring and constructing the capital improvements included in
the capital program of the Gas Works as from time to time
included in the capital budget of the City, which may include,
without limitation, (a) the acquisition of land or rights therein;
{b) the acquisition, construction or improvement of buildings,
sttuctures and facilities together with their related Furnishings,
equipment, machinery, and apparatys; (¢) the acquisition, con-
sguction or replacement of pipes and pipe lines; and {d) the
acquisition or replacement of property of a capital nature for
use in the operation, maintenance and administration of the Cas
Works system of the City: and (ii) paying any, other Project
Costs {as defined in the Act), which may include, without
limitation, the repayment o any fund of the Tity or to accounts
of the Gas Works of amounts advanced for Project Costs, and
the funding or refunding of cutstanding bend anticipation tem-
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porary loan notes or other obligatons of the City issued in
respect of Project Costs.

The City covenants that the proceeds of the sale of *he Sixth
Series Bonds which remain available for the pavment of the
costs of the capitai improvements included in the capital pro-
gram of the Gas Works as from time ¢ tme included in the
capital budget of the City, after payment of the inancing costs,
the required payment into the Sinking Fund Reserve and the
repzyment to the City and the Gas Works of amounts previousiv
advanced for project costs or for the funding or refunding of
bond andcipation temporary loans or other obligations s de-
scribed above, shall be deposited and heid in apd disbursed
from ome or more unsegregated accounts of the Gas Works
which shall De separate and apart from and not commingled
with the consolidated cash account of the City or anv other ac-
count -of the City not held exclusively for Gas Works purposes.
This covenant shail not be construed to require the establishment
of any Gas Works account segregated from any other Gas Works
iccounts.

Secrron 3. Based on the report ‘of the Director of Finance
of the City fled with the Council pursuant to Section 8 of the
Act, it is bereby determined that the pledged Project Revenues,
2s defined in the General Ordinance, will be sufficient to comply
with the rate covenant contained in Secton 4.03(b) of the Gen-
eral Ordinance and also to pay all costs, expenses and pay-
ments required to be paid therefrom in the order and priority
stated in Section 4.02 of the General Ordipance.

Section 4 Subject to the provisions of Section 7.02 of the
General Ordinance, the City covenants that, so long as any of
the Sirth Series Bonds shall remzin custanding, all pledged
Project Revenues shall be deposited and held in and disbursed
from one or more unsegregated accounts of the Gas Works
which shall be separate from and pot commingled with the
consolidated cash account of the City or any other account of
the City not held exclusively for Gas Works purposes. This
covenant shall not be construed to require the establishment of
any Gas Works account segregated from any. other Gas Works
accounts except a2s otherwise required by the Gemeral Ordi-
nance.
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Secriow 5. The City covemants that, so long as any Sixth
Series Bonds shall remain unpaid, it shall make pavments or
cause payments to be made out of its Gas Works Revenue Bond
Sinking Fund created under the General Ordinance, at such
times and in such annuai amounts as shall be suficient for the
payment of the interest thereon and the prindpal thereof when

due.

Sectron 8. The Director af Finance is authorized o fake
such action on behalf of the City with respect to the invest-
ment of the proceeds of the Sixth Series Bonds, and the Di-
rector of Fipance and any member of the Bond Committee are
authorized o make such covenants, as may be pecessary or
advisable in order that the Sixth Series 3onds shail not be “ar-
bitrage bonds” as defined in the Internal Revenue Code of 1954,
as amenced.

Section 7. The General Ordinance is hereby amended by
changing the first sentence of Section 6 of the Fifth Supple-
mental Ordinance to the General Ordinance to read as follows:

“All interest and income eamed on moneys held in the

Cas Works Revenue Bond Sinking Fund Reserve created
under the General Ordinance {Sinking Fund Reserve Earn-
ings) may, to the extent not required to comply with Sec-
tion 8.04 of the General Ordinance, be transferred and paid

by the Director of Finance to the operating funds of the
Cas Works, to be applied as Project Revenues in accordance
with the terms of Section 4.02 of the General Ordinance.”
Secrion 8. This Ordinance is supplementary to the General
Ordinance and all sections of the General Ordinance and the
Act ot inconsistent herewith are applicable to the Sixth Series
Bonds. All definitions of terms’ coptained in the Act or in the
General Ordinance shall apply to such terms in this Ordinance.

Approved the thirtieth day of July, AD. 1980.

WILLIAM ]. GREEN,
Mayor of Philadelphia.
* Will No. 274 <

.
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‘AN ORDINANCE

Lrpuanacor:
!y indacace new qarter saaed.

Constituting an amendment 0 the General Gas Works
Revenue Bond Ordinance of 1973, as amended by the
Fifth and Sixth Suppiemental Ordinances thereto:
changing the definitions of Fiscal Year and Ovperating
Expenses.

The Councid of the City of Philadeiphia heretv ordains:

SeEcTioN 1. The Generai Gas Works Revenue Bond Or-
dinance of 1873, as amended by the Fifth and Sixth Sup-
plemental Ordinances thereto (the "General Ordinance™
is hereby amended by thanging :he definition of Fiscal
Year contained in Section 2.01 thereof to read as follows:

“Fiscal Year means the fiscal year for the Gas
Works as provided in any ordinance of the City from
time to time hereafter enacted. If no other fiscal year
is established by ordinance, it shall mean the fiscal
year of the City.”

SECTION 2. The General Ordinance is hereby amended

by changing the definition of Operating Expenses in Sec-
tion 2.01 thereof to read as follows:

"Operating Ezpenses means all costs and expenses
of the Gas Works necessary and appropriate to oper-
ate and maintain the Gas Works in good operable
condition during each Fiscal Year, and shall include,
without limitation, the Manager's fee, salaries and
wages, purchases of service by contract, costs of mate-
rials, supplies and expendable equipment, mainte-
nance costs, costs of any property or the replacement
thereof or for any work or project, related to the Gas
Works, which does not have a probable useful life of at
least five years, pension and welfare plan and work-
men’s compensation requirements, provision for
N
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claims, refunds and uncoilectible receivables and for
City Charges, all in accordance with generally ac-
cepted municipal accountng principles consistently
appiied. but shall exciude depreciation and interest
and sinking fund charges.”

SecTioN 3. All definitions of terms contained in the
General Ordinance shail appiy 1o such terms in this Ordi-
nance to the extent such terms are not defined herein.

Srpuananon
Jtancy D ehLe Bew DATIH A0 de.

Approved the twenty-second day of September, A.D.
1982.

WILLIAM J. GREEN,
Mayor of Philadelphia.

“Bitl Na. 1216

“AN ORDINANCE

Authorizing and directing the striking from City Plan No.
196 and vacating a legally open portion of Allegheny
avenue on the southeriy side, from the southeasterly
right-of-way line of the Delaware Expressway (L.R.
1000} to the Bulkhead Line of the Delaware River and
reserving and piacing on the City Plan certain rights-
of-way for drainage purposes and construction, recon-
struction, repair and maintenance of sewers, under cer-
tain terms and conditions,

The Council of the City of Philadelphia hereby ordains:

SECTION 1. Pursuant to Section 11-405 of The
Philadelphia Code, the Board of Surveyors of the Depart-
ment of Streets is authorized and directed to:

(a) Strike from the City Plan and vacate the legally
open portion of the southernmost fifteen foot width of Al-
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SECTION 4. This ordinance shail not become erfective

) usiless the sum of two hundred ($200) dollars, toward costs i
thereof, is paid into the City Treasury within sixty (60} :

® days after the approval of this ordinancs.

Approved the seventeenth day of May, A.D. 1985.

! W. WILSON GOODE.
Mayor of Philadelphia. :
"BU No. 123

"AN ORDAMANCE

© v Constituting the Zighth Supplementai Ordinance g the ;
General Gas Works Revenue Bond Ordinance of 1873, '
8s amended to date; authorizing the Mayor, the City :
Controller and the City Solicitor, or a majority of them, .
to sell, either at public or private sale, Gas Works l
i l Revenue Bonds, Eighth Series, of the City of
: Philadelphia in the maximum aggregate principal
amount of ninety million dollars ($§90,000,000}, i
provided that if the Bonds are sold at a discount the .
® aggregate principal amount may be increased to reflect
such discount so long as the aggregate gross proceeds to
the City fmfn the sale of the Bonds do not exceed ninety
million dollars {$90,000,000); designating the projects _‘
® ! being financed and setting forth the use of proceeds and 3
permitting the transfer of interest and income earned
on such proceeds to the operating funds of the Gas
Works; determining the sufficiency of the project
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the Sinking Fund Reserve and the repayment to the City
and the Gas Works of amounts previously advanced for
Project Costs or for the funding ar refunding of bond
anticipation notes or other obligations as described above,
shail be deposited and heid in and disbursed {rom one or
more unsegregated accounts of the Gas Works which shall
be separate and apart from and not commingied with the
consolidated casn account of the City or any other account
of the City not heid exciusively for Gas Works purposes.
This covenant shall not be construed lo require the
establisnment of any Gas Woriks account segregated from
any other Gas Works accounts. All interest and income
earned on the investment of 3uch proceeds pending
expenditure for the aforesaid purposes may be transferred
to and deposited in the operating funds of the Gas Works
and applied as Project Revenues in accordance with
Section 4.02 of the General Ordinance.

Any excess moneys in the Sinking Fund Reserve in
respect of the Eighth Series Bonds other than Sinking
Fund Reserve Earnings shall be transferred to the
accounts of the Gas Works described in this Section 2 and
applied to pay capital costs as described in this Section 2.

SecTioN 3. Based on the report of the Director of
Finance of the City filed with the Council pursuant to
Section 8 of the Act, it is hereby determined that the
pledged Project Revenues, as defined in the General
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Ordinance, will be sufficient to comply with the rate
covenant contained in Section 4.03(b) of the General
Ordinance and also to pay all costs, expenses and

payments required to be paid therefrom in the order and
priority stated in Section 4.02 or the General Ordinance.

SEcTION 4. Subject to the nrovisions of Section 7.02 of
the General Ordinance, the City covenants that. so longas
any of the Eighth Series Bonds shall remain outstanding,
all pledged Project Revenues shail be deposited and heid
in and disbursed from one or more unsegregated accounts
of the Gas Works which shall be separate from and not
commingied with the consolidated cash account of the
City or any other account of the City not held exclusively
for Gas Works purposes. This covenant shall not be
construed to require the establishment of any Gas Works
account segregated from other Gas Works accounts except

as otherwise required by the General Ordinance.

SecTion 5. The City covenants that. so long as any
Eighth Series Bonds shail remain unpaid, it shall make
payments or cause payments to be made out of its Gas
Works Revenue Bond Sinking Fund created under the
General Ordinance, at such times and in such amounts as
shall be sufTicient for the payment of the interest thereon
and the principal thereof when due.

Secmion 6. The Director of Finance is authorized to
take such action on behalf of the City with respect to the
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investment of the proceeds of the Eignhth Series Bonds.
and the Director of Finance and any member of the Bond
Committee are authorized to rake such covenants as may
be necessary or advisable in order that the Eighth Series
Bonds shall not be “arbitrage bonds” as defined in the
Internal Revenue Code of 1954, a5 amended (the “Code™.

SECTION 7. In order to compliy with the requirement of
Section 103(j) of the Code that all tax-exempt obligations
be in registered form. the Generai Ordinance is hereby

amended as {ollows:

al The following definition of Record Date is added to
Section 2.01 of the General Ordinance:

“Record Date means, with respect to each interest
payment date on the Bonds, that day which next
precedes such interest payment date by fifteen (15)
days, whether or not such day is a business day.”

tby  The General Ordinance isamended by the addition
of Section 3.04A, 10 read as follows:

“The third paragraph of Section 3.04 shall not
apply to Bonds issued after May 1, 1985 but, instead,
the following provision shall apply to such Bonds: The
principal of and interest on (except the final
installment of principal and the interest then
payable) and the principal, premium, if any, and
accrued interest payable upon partial redemption
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with respect to, all fully registered installment
Bonds, and the interest payable in respect »f fully
registered Bonds shall be payable by check or draft of
the Fiscal Agent maiied to the registered owner of
such Bonds at the address of such owner as it appears
upon the bond register at the close of business on the
Record Date, or, in the case of defauited interest. as it
appears on a special record date establisned for the
payment of such defauited interest by notice mailed
by or on behaif of the City to the registered owner of
such Bonds not less than ten{10}days pfeceding such
special record date (such notice to be mailed to the
registered owner of such Bonds appearing on the bond
register on the close of business on the {ifth day
preceding the date of mailing); and the records of the
Fiscal Agent shall be conclusive as to such payment
and shail bind such owner, his successors and assigns
whether or not such payment be noted on such Bond.
Except as aforesaid, the principal of all Bends, the
premium, if any, payable upon redemption thereof,
and the interest on all coupon Bonds payable at or
prior to maturity, shall be payable in lawful money of
the United States of America at the principal
Philadelphia office of the Fiscal Agent in
Philadelphia, Pennsylivania, or at the principal office
of a paying agent designated in such Bonds, but with

respect to such principal, only upon presentation and
“
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surrender of such Bonds, or with respect to interest
payable at or prior to maturity of such coupon Bonds,
only upon presentation and surrender of the
respective coupons for interest, except as otherwise
herein provided with respect to mutilated, destroyed,

lost or stolen Bonds or coupons.”

i¢! The first sentence of Section 3.09 of the Geners]

Ordinance is amended to read as {oilows:

“A}l Bonds of any Series issued hereunder shall be
exchangeable “or like Bonds of different authorized
denominations or for Bonds in different form
authorized for the same Series, as the case may be,
and, in each case, in the same aggregate principal
amount. maturing on the same dates and bearing the
same rate of interest as the Bonds to be exchanged, all

in the manner hereinafter provided.”

{d) The General Ordinance is amended by the

addition of Section 3.09A, to read as follows:

“The fourth sentence of Section 3.09 hereof shall
not apply to Bonds issued after May 1, 1985 but,
instead, the following provision shall apply to such
Bonds: All fully registered Bonds issued in exchange
for Bonds of any Series shall be dated the date of
issuance thereof and shall bear interest from the date

from which interest was initially payable with
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respect to such Series or from the next preceding

interest payment date of such Series to which interest
has been duly paid or provided. whichever 3 later, or,
if the date of authentication shall be an interest
payment date to which interest has been duly paid or

provided, from such date.”

{e) The first sentences of Section 3.02 o the General

Ordinance is amended to read as {oilows:

“Whenever the City shall, by ordinance of the
Council, determine to redeem all or part of the Bonds
of any Series in accordance with the right reserved so
to do, or when the City or the Fiscal Agent shall be
required to redeem Bonds pursuant to mandatory
redemption provisions, the City or the Fiscal Agent,
as the case may be, shall cause a notice of intention to
redeem, signed in the name of the City by the Fiscal
Agent, to be published once a week for two (2)
consecutive weeks, the first publication to be at least
thirty (30} days and not more than sixty (60} days
before the redemption date, in not less than two (2)
nor more than four (4) daily newspapers published in
the English language and of general circulation in
the City; provided, however, that no such published
notice shall be required for the redemption of fully
registered Bonds of any Series for which mailed
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notice, described in the next succeeding sentence,

shall be the only required notice.”

() Section 5.04 of :he General Ordinance is

amended to read as follows:

“Upon presentation of any Bond which is to be
redeemed in part only, the City and the Fiscal Agent
shall execute and deliver to the Holder thereor. at the
expense of the City, a new Bond or Bonds of
authorized denominations in principai amount equal
to and of the same Series and maturity as the
unredeemed portion of the Bond or Bonds so
presented, which new Bond or Bonds shall be in the
same form of the Bond to be redeemed or, at the option
of the Holder, in any other form authorized for Bonds

of such Series.”

SectioN 8. This Ordinance is suppiementary to the
General Ordinance and all Sections of the General
Ordinance and the Act not inconsistent herewith are
applicable to the Eighth Series Bonds. All definitions of
terms contained in the Act or in the General Ordinance
not inconsistent herewith shall apply to such terms in this

Ordinance.

Approved the seventeenth day of May, A.D. 1985,

W. WILSON GOOQDE,
Mayor of Philadelphia.
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{Bill No. 379)
AN ORCINANCE

Repealing Bill No., 339, approved by the Mayor of the City
of Philadeiphia on November 13, 1992, which had
constituted the Fourteenth Suppiemental Ordinance to
the General Gas Works Revenue Bond Ordinance of
1975, as amended to date {the "General Ordinance™);
and 2nacting provisions newly constituting :the
Fourteenth Suppiemental Crdinance w the Genera]
Ordinance; authorizing the Mayor, the City Conwviler
and the City Solicitor, or 1 majority of them, to seil,
either at public or private sale, Gas Works Revenue
Bonds of the City of Philadeipnia, in one or more series
or gubseries, in the additional maximum aggregate
principal amount of four hundred million
(400,000,000.00) dollars (the “Bonds”); provided,
however, that the aggregate principal amount of Bonds
authorized to be issued to pay the cost of certain projects
shall not exceed seventy-five million (75,000,000.00)
dollars and the aggregate principal amount issued to
redeem or refund certain outstanding Gas Workas ]
Revenue Bonds shall not exceed three hundred
twenry-five million {325,000,000) dollars; and provided
further that, if the Bonds are soid at a discount, the
aggregate principal amount may be increased to reflect
such discount as long as the aggregate gross proceeds
to the City from the sale of the Bonds do not exceed four -
bundred millien (400,000,000) dollars, plus accrued
interest, if any; designating that the Bonds are being
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issued to pay the costs of certain projects and to redeem
or refund all or a pordon of certain outstanding series
of Gas Works Revenue Bonds and the application of
proceeds of the Bonds for such purpose; authorizing the
City to obtain «redit enhancement for the Bonds;
authorizing the sale of Option Rights; determining the
sutficiency of Project Revenues: covenanting the
separartion of Gas Works revenue accounts and proceeds
of the Bonds from general accounts of the City;
covenanting the payment of interest and principal on
the Bonds; authorizing covenants and action in order
that the Bonds shall not be arbitrage bonds; amending
the General COrdinance to authorize bonds to be issued
under the General Ordinance n book-antry form, %o
authorize the 3ale of the {City's optional redemption
rights relating to bonds issued under the General
Ordinance and to permit conditional redemption calls;
and providing ithat this Ordinance is supplemental o
the General Crdinance that zhe provisions of the
General Ordinance and the First Class City Revernue
Bond Act, to the extent consistent with this Ordinance,
are applicable.

The Council of the City of Philedelphic nerety ordains:

SecTioN 1. The ordinance approved November 13, 1992
(Bill No. 339) is hereby repealed.

SecTioN 2. The Mayor, the City Controller and the City
Solicitor (the “Bond Committee™), or a majority of them,
are hereby authorized, on behaif of the City, to borrow, by
the issuance and sale of Gas Works Revenue Bonds of the
City (the “Bonds™), in one or more series or subseries,
pursuant to The First Class City Revenue Bond Act of
October 18, 1972, Act No. 234 (the “Act”) and the General
Gas Works Revenue Bond Ordinance of 1975, adopted by
the City on May 30, 1975, as amended to date (the
*General Ordinance”), a sum or sums which in the
aggregate shall not exceed the principal amount of Bonds
authorized to be issued hereunder, to be expended as
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" provided in Section 2 of +his Ordinance. The Bonds shail
be aold at public or private sale and shall contain such
terms and provisions as are determined by a majority of
the Bond Commirttee to be in the best interests of the City
and are not inconsistent with the provisions hereof, of the
Act or of the General Ordinance. If a majority of the Bond
Committee determines it to be in the best interests of the
City, the Bonds may ke issued in bock-2ntry form; in such
event a majority of the Bond Committee shall also select
a securities depository for the Bonds. If a majority of the
Bond Committee determines it to be in the best interests
of the City, the City may obtain crédit enhancement for all
or a portien of the Bonds. If a majority of the Bond
Committee determines it to be in the best interests of the
City, the City may sell Option Righta reiating to the
Bonds. A majority of the Bond Committee is authorized to
take any and ail other actions as may bte necessary or
appropriate in connection with the consummation of the
transactions contemplated herein.

The aggregate principal amount of Bonds which are
authorized to e issued hersunder shall not be more than
four hundred million (400,000,000) dollars; provided,
however, that the aggregate principal amount of Bonds
authorized to be issued to pay the cost of certain projects
shall not exceed seventy-five millicn (75,000,000) dollars
and the aggregate principal amount issued to refund
certain outstanding series of Gas Works Revenue Bonds
shall not exceed three hundred twenty-five million
(325,000,000) doilars; and provided further that, if any of
the Bonds are to be sold at discounts which are in lieu of
periodic interest, the aggregate principal amount of Bonds
which may be issued hereunder shall be increased to
reflect such discounts, as long as the aggregate gross
proceeds to the City from the sale of the Bonds shall not
exceed four hundred million (400,000,000) dellars, plus
accrued interest, if any.
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The Bonds shail not pledge the credit or taxing power,
create any debt or charge against the tax or general
revenues or create any lien against any property of the
-City other than the revenues pledged by the General
Ordinance. The opinion of the City Solicitor required by
Section 8 of the Act with respect to the martters stated in
the preceding sentence i3 attached hereto as Exhibit A

SeEction 3. The Bonds snall be issued for the purrose
of providing funds for any or all of the following purposes:
(i) acquiring and constructing the capital immprovements
inciuded in the capital program of the Gas Works as from
time to time inciuded in the capital budgets of the Gas
Woriks, as approved by City Council, which may include,
without limitation, (a) the acquisition of !and or rights
therein; (b} the acquisition, conswucton or improvement
of buildings, structures and facilities together with their
related furnishings, eaquipment, machinery and
apparatus; (¢} the acquisition, construction or
replacement of pipes and pipe lines; and (d) the acquisition
or replacement of property of a capital nature for use in
the operation, maintenance and administration of the Gas
Works system of the City; (ii) the refunding of all or a
portion of certain series of the City's outstanding Gas
" Works Revenue Bonds, consisting of the Third Series,
Fourth Series, Fifth Series, Eighth Series, Tenth Series,
Eleventh A Series, Eleventh C Series, Twelfth A Series,
Twelfth B Series and the Thirteenth Series, or such other
series as shail be designated by the City's Director of
Finance (the “Pricr Bonds™); (iii) paying the costs of issuing
the Bonds and any required deposits to the Sinking Fund
Reserve; and (iv) payinz any other Project Costs (as
defined in the Act) which may include, without limitation,
the repayment to any fund of the City or to accounts of the
Gas Works of amounts advanced for Project Costs, and the
funding or refunding of outstanding bond anticipation
notes or other obligations of the City issued in respect to
Project Costa.
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The City covenants that proceeds of the Bonds
applicable to the refunding of the Prior Bonda #ill be
deposited in one or more escrow or similar accounts with
the Fiscal Agent, as defined in the General Ordinance,
separate and apart Tom ail other accounts of the City or
Gas Works, including the Sinking Fund established by the
General Ordinance, 1o be neid for the benefit of the holders
of the applicable refunded Prior Bonds and applied to
payment of the Prior Bonds in accordance with a
certiffcate of the Director of Finance or escrow deposit
agreement {(as %o Prior Bonds that are being currently
refunded) or an sacrow deposit agreement {as to Prior
Bonds that are being advance refunded).

The City covenants that the proceeds of the Bonds
which remain availabie for the payment of the costs of the
capital improvements, after payment of the Onancing
costs, the required payment into the Sinidng Fund
Reserve and the repayment to the City and the Gas Works
of amounts previousiy advanced for Project Costs or for
the funding or refunding of bond anticipation notes or
other obligations as described above, shall be deposited
and held in and disbursed from one or more unsegregatad
accounts of the Gas Works which shall be separate and
apart from and not commingled with the consolidated cash
account of the City or any other account of the City not
held exclusively for Gas Works purposes. This covenant
shall not be construed to require the establishment of any
Gas Works account segregated from any other Gas Works
accounts. All interest and income earned on the
investment of such proceeds (except for amounts to be
rebated to the United States) pending expenditure for the
aforesaid purposes may be transferred to and deposited in
the operating funds of the Gas Works and applied as
Project Revenues in accordance with Section 4.02 of the
General Ordinance.

The Director of Finance is hereby authorized to
determine, on behalf of the City, the particular series and
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maturities of the Prior Bonds to be refunded, the amount
of Bond proceeds o be applied to the refunding of the Prior
Bonds and to deposit such proceeds in an escrow account
for the benerit of the holders of the refunded Prior Bords,
and to take any and all other action, inciuding the
irrevocable pledge of such proceeds and/or the income or
profit from the investment thereof, for the payment and
redemption of the refunded Prior Bonds, and the
publication of all required redemprtion notices or the giving
of irrevocable instructions thereror, as may be necessary
or appropriate o accomplish the refunding of the Prior
Bonds and to comply with the requirements of Section 10
of the Act.

Any excess moneys in the Sinking Fund Reserve in
respect of the Bonds other than Sinking Fund Reserve
Earnings shall be transrerred %o the accounts of the Gas
Works described in this Section 3 and applied to any or the
purposes described in this Secdoen 3.

Secrion 4. Based on the report of the Director of
Finance of the City required by Section 8 of the Act (the
“Financial Report”), it is hereby determined that the
pledged Project Revenues, as defined in the General
Ordinance, will be sufficent to compiy with the rate
covenant contained in Section 4.03(b) of the General
Ordinance and also to pay all costs, expenses and
payments required to be paid therefrom in the order and
priority stated in Section 4.02 of the General Ordinance.
An executed copy of the Financial Report is attached
hereto as Exhibit B.

SecTION 5. Subject to the provisions of Section 7.02 of
the General Ordinance, the City covenants that, as long
as any of the Bonds shall remain outstanding, all pledged
Project Revenues shall be deposited and held in and
disbursed from one or more unsegregated accounts of the
Gas Works which shall be separate from and not
commingled with the consclidated cash account of the City
or any other account of the City not held-exclusively for
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Gas Works purposes. This covenant shail not be construed
to require the establishment of any Gas Works account
segregated from any other Gas Works accounts except as
provided in Section 2 hereof or as otherwise required by
the General Ordinancs.

SectioN 6. The City covenants that, as long as any
Bonds shail remain unpaid, it shail make payments or
cause payments to be made out of its Gas Works Revenue
Bond Sinking Fund created under the General Ordinance,
at such times and in such amounts as shall be sufficient
for the payment of the interest thereon and the principal
thereol when due: provided, however, that whenever the
City shall be required to deposit moneys with the Fiscal
Agent for the mandatory redemption of any of the Bonds,
such obligation may be satistled, in whoie or in part, by
the delivery by the City to the Fiscal Agen: of a principal
amount of Bonds of the marurity required to be redeemed
for canceilation prior to the date specifed for 3uch
redemption.

SectioN 7. The Director of Finance is authorized o
make such elections under the Internal Revenue Code of
1586, as amended and Treasury Regulations promuigated
thereunder with respect to the Bonds as he deems
advisable, and to take such action on behalf of the City
with respect to the investment of the proceeds of the
Bonds, and the Director of Finance and any member of the
Bond Cemmittee are authorized to make such covenants
a8 may ¢ Decessary or advisable in order that the Bonds
shall not be “arbitrage bonds” as defined in the Internal
Reveniue Code of 1986, as amended.

SecTioN 8. In accordance with Section 6.04 of the
General Ordinance, the City is authorized to accumulate
from Project Revenues, over a period of not more than six
(8) Fiscal Years from the date or dates of issuance and
delivery of the Bonds, the amount required by the General
Ordinance to be deposited in the Sinking Fund Reserve in
respect thereof.
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SeEcTION 9. Section 3.02 of the General Ordinance is
hereby amended to provide that the form of fully
registered bond may contain provisions related to Option
Rights and mandatory tender for purchase substantiaily
as follows:

In addition to being subject to optional
redemption by the City, the Bonds maruring on
or alter are subject 1o mandatory tender
for purchase on and after in whole or in
DArt, at any time, irom any maturities selected
by the City and by lot within each maturity at a
price equal to the principal amount of each Sond
or portion thereof 30 required to be tandered for
purchase, accrued interssi thereon to the
purciase date, if the purchase date is nor an
interest payment datz, and a1 prem:um
computed in accordance with the following
schedule:

(insert specific provisions reiating to purchase]

The rigit to call a Bond for mandatory tender for
purchase as described above i3 referred to as an
“Option Right.” Prior to the exercise of the
Option Right, the City must deliver to the Fiscal
Agent an opinion of nationally recognized bond
counsel that such exercise is permitted by law
and will not affect the validity of the Bonds or
the exclusion of the interest thereon from zross
income for federal income tax purposes.

To the extent permitted by law, the City has the
right to sell all or any part of its Option Rights
to one or more third parties in the manner, at
the times and upon the conditions provided in
the General Crdinance. Prior to the initial sale
of any Option Rights, the City must deliver to
the Fiscal Agent an opinion of natjonally
recognized bond counsel that such sale is
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authorized by law and will not affect the validity
of the Bonds or the exclusion of interest thereon
from zross income for federal income tax
purposes.

To the extent permitted by law, purchase of the
Bonds by the City or use of any funds by the City
to effectuate any sucn purchase snall not be
deemed 0 be a payment or redemption of the
Bonds or of any portion thereof and such
purchase +will not operate 0 extinguish or
discharge the indebtedness avidenced by such
Bonds. The holder of this bond agrees to be
bound by such terms of the Guneral Ordinance,

The City shall not seil Opticn Rights in such
amounts and for such periods 3o that on any
mandatory redemption date, ‘there are
inguticient cailable Bonds of the appropriate
maturity, available o meet :the mandatory
redemption date.

If less than all of the Bonds are called for
mandatory tender for purchase, the particular
Bonds or portions of Bonds to be called for
mandatory tender for purchase shall be selectad
not less than forty-five (45) days prior to the date
fixed for redemption by the Fiscal Agent by lot.
Bénds in a denomination of more than five
thousand (5,000) dollars may be redeemed or
called for mandatory tender for purchase in part
from time to time in one or more units of five
thousand (5,000) dollars writhin a single
maturity in the manner provided in the General
Ordinance.

If any of the Bonds, or portions thereof, are called
for mandatory tender for purchase, the Fiscal
Agent will give notice to the holders of any such
Bonds to be called, in the name of the City, of the
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mandatory tender for purchase of such Bonds, or
pordons thereof, which notice will specify the
Bonds to be redeemed or purchased, the
redemption or purchase date and the place or
places where amounts due upon such
redempton or purchase will be payable and, if
less than all of the Bonds are o0 be redeemed or
purchased, the numbers of such Bonds to be
purchased, and, in the case of Bonds to be
purchased in part only, such notice will also
specify the respective portion of the principal
amount thereof to be purchased. Such notice will
be given by mailing a copy of the redemption or
purchase notice by first class mail at least thirty
(30) days prior to the date fixed for redemption
for purchase to the holder of 2ach Bond o be
purchased, at the address shown on the
registration books; provided, however, that
failure to give such notice by mail, or any derect
in the notice mailed to the holder of any Bond,
shall not affect the vaiidity of the proceedings for
the redemprion or purchase of any other Bond.
If funds for their redemption are on deposit with
the Fiscal Agent, all Bonds so called for
redemption will cease to bear interest on the
specified redemption date. Bonds called for
mandatory tender for purchase, for which funds
are held by the Fiseal Agent, shall be deemed to
have been purchased and the holder thereof
shall not be entitled to any payment other than
the purchase price thereof and any accrued and
unpaid interest due on the purchase price.

The above provisions may be modified if the
Bond Committee, or a majority of them,
determines that it is in the best interest of the
City to do so in order to conform with customary
provisions relating to Option Rights.
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- SecTioN 10. Section 3.02 of the General Ordinance is
further amended to provide that the form of fuily
registered bond may contain provisions relating to
book-entry registration as may be required by the Fiscal
Agent or the securities depository for such Bonds or as may
be customary for bonds issued in book-2ntry form.

SeEcTIoN 11, Article III of the General Ordinance is
amended by the addition of 1 new section designated
Section 3.16 o read as follows:

The Bond Committee, or a majority of them, may
determine to issue one or more 3eries of Sonds
In book-enmry (uncertificated) form and may
designate a securities depository (the
“Depository”) for sach series of Bonds issued in
book-entry form. In the svent Bonds are issued
in book-entry form, the ownership of one fully
registered Bond for each maturity of such series,
each in the aggregate principal amount of such
maturity, will be registered in the name(s)
designated by the Depository. So long as the
book-entry only system is applicable to a series
of Bends, the provisions of this Section 3.16 shall
govern as to matters set forth in this Section.

Pursuant to the book-entxry only system,
ownership interests in the Bonds may be
purchased in the manner directed by the
Depository, which may be through financial
institutions for whom the Depository etfects
book-entry transfers (the “Participants”). A
Beneficial Owmer, who is the owner of such an
interest in a Bond, will not receive certificated
Bonds and will not be the registered owner
thereof. Receipt by the Beneficial Owners of
timely payment of principal, purchase price,
redemption price and interest on the Bonds, is
subject to the Depository’s making such timely
payment, either to the Beneficial Ownerorto the
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Participants to be orwarded io the Bemeficial
Owners. Neither the City nor the Fiscal Agent
will have any responsibility or soligation to such
Participants or to the Beneficial Owners {or any
failure of the Depository to act or make any
payment with respect to the Bonds or the
providing of notices relating to redemption or
mandatory tender to Participants or the
Beneficial Owners of the Bonda.

The Depository will recsive payments from the
Fiscal Agent to be remitted by the Depository to
the Beneficial Owners or to the Partcipants for
subsequent disbursement to the Bemnericiai
Owners. The ownership interest of eaed
Beneficiai Owner in the Bonds shall be recorded
on the records of the Depository or the records or
the Participants, whose ownersnip interests wiil
be recorded on the records of the Depeository.

When notices are given, they shall be sent by the
Fiscal Agent to the Depository with a request
that the Depository forward (or cause to be
forwarded) the notice to the Participants so that
such Participants may forward (or cause o be
forwarded) the notices to the Beneficial Owners,
or to the Beneficial Owners.

Transfers of ownership interests in the Bonds
will be aceomplished by book-entries made by
the Depositories and/or the Participants who act
on behalif of the Benericial Qwners. Benedcial
Owmers will not receive certificates representing
their ownership interest in the Bonds, except as
specifically provided herein. So long as the
Depository is the Bondholder, interest, principal
and redemption price of the Bonds will be paid
when due by the Fiscal Agent to the Depository,
then paid by the Depository to the Beneficial
Owners, or by the Depository to the Participants
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and therearter paid by the Participants to the
Beneficial Owners. The payments to the
Depository shall satisfy the City's obligations
under this Ordirancs.

For every wansfer and exchange of the Bonds,
the Fiscal Agent, the Derpository and the
Participants may charge the Beneficial Owmer
of the Bopds a sum suificient to cover any tax,
fee or other governmental charge that may be
imposed in reiation thereto. No¢ ansier or
exchange of any 3onds 3hail be required o be
made fewer than ffteen (15) days prior o any
intarest payment date or fifteen (13) days prior
to any mailing of aotice of ~edemption of the
Bonds. No transters shall be made of Bonds
previously called for redemprion, sxcept
pursuant %o the optional or mandatory tender
provisions nereof.

The Depository may determine to discontinue
providing its services with respect to the Bonds
at any time by giving notice to the City and the
Fiscal Agent and discharging its responsibilities
with respect thereto under applicable law.
Under such circumstances (if there is no
succegsor securities depositery), the City is
obligated to deliver bond certificates,

The Bondholders have no right to a depositéry
for the Bonds. If the book-entry oniy system is
no longer utilized, upon receipt of notice from the
Fiscal Agent, the Beneficial Owners mayelect to
receive bond certificates.

Notwithstanding any other provision of this
Ordinance or the Bonds, so long as the
Depository is the registered Bondholder of all
Bonds, the Depository may present notices,
approvals waivers or other comrrunications

S )
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required or permitted to be made by
Bondholders under this Ordinance on a
fractionalized basis on behalf of some or all of the
Beneficial Owners through the Depository or the
Partcipants.

The appropriate officais of the City are
authorized to execute any documentation
required by the Depository in connection with
book-entry registration of a series of Bonda.

SecTioN 12, Section 5.02 of the General Ordinance i3

If 2 notice is given with respect w0 an optional
redemption, such notice may provide that the
redemption is conditioned upon the deposit of
moneys with the Fiscal Agent before the date
fixed for redemption and such notice shall be of
ne effect and such redempton shall not occcur
unless such moneys are so deposited. In the
event that such notice of redemption contains
such a condition and such moneys are not so
received, the redemption shall not be made and
the Fiscal Agent shall within a reasonable time
thereafter give notice to the holders of Bonrds
which were to be redeemed that such moneys
were not so received.

SEcTION 13. The General Ordinance is hereby amended
by the addition of a new section designated Section 5.05 to
read as follows:

SECTION 5.05/a) Any series of Bonds issucd
under this Ordinance may provide that some or
all of the Bonds of such series are subject to
mandatory tender for purchase. The right to call
Bonds of a series for mandatory tender for
purchase is referred to as an “Option Right.” The
Supplemental Ordinance pursuant to which

hereby amended by the addition of 2 third paragraph to
read as follows:

B
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such Bonds are issued shall provide that the
Bond Committee, or a majority of them, may
determine to sell Options Rights with respect to
one or more series of Bonds. Prior to the exercise
of an Option Right, the City shall deliver to the
Fiscal Agent an opinicn of nationally recognizad
bond counsel that such exercise is permittad by
of 3uch series or the sxclusion of the interest
thereon from gross income for federal income tax
purposes.

{(b) To the extent cermitted 5y law, the City
shall have the =ignt, with respect 0 a series of
Bonds that inciudes Cprtion Rights, 0 seil ail or
any part of such Option Rights. Any such sale
will wransfer w the purchager thereof (the
“Option Rights Owner"), all or 4 designated part
of the City's right during an identified period of
time (the “Option Period”™) to require the
mandatory tender ‘or purchase of an identified
principal amount of an identified maturity (or
mandacory sinling fund installment) of Bonds
of a series pricr to the maturity of such Bonds.
In addition, if Option Rights for a principal
ampount of a maturity (or mandatory sinking
fund installment) of Bonds of a series are sold,
during the Option Period the City will not have
the right to optionally redeem a principal
amount of such series of Bonds equal to the
principal amount as %o which Option Rights
have been sold. Any exercise by such Option
Rights Owmer of its rights to have Bonds
mandatorily tendered for purchase shall be
subject to the terms, conditions and prices set
froth in such Bonds and other provisions of the
Supplemental Ordinance pursuant to which
such Bonds are issued. Prior to the initial sale of
any Option Rights, the City shall deliver to the
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Fiscal Agent an opinion of nationally recognized
bond counsel that such sale is authorized by law
and will not affect the validity of the Bonds of
such series or the exclusion of the interest
thereon from gross income for federal income tax
purposes.

(¢) In the event the City sells all or a portion of
its Opuon Rights ‘or a geries of Bonds, the
following shall apply:

(1) The COption Rights so sold shail be
evidenced Doy certiecate (the “Righta
Cardificates™), executed in the manner RBonds
are executed as provided in Section 3.10 of this
Ordinance. Zach Rignts Certificate shall
identify the marturity (or mandatory sinking
fund installment) and principal amount of the
series of Bonds tw which it applies, and the _ :
Option Period during which the Option Rights : i
evidenced by the Rights Certificate is : ;
exercisable. No single Rights Certificate shall | :
be isgued for more than one maturity {or !
mandatory sinling fund instailment) of a
series of Bonds. The Rights Cartificates shall
represant Bonds of that series of five thousand :
(5,000) dollars or any integral multiple thereof i
or any large minimum denomination specified , i
in the instrument of the City authorizing the
sale of the Rights Cartificates.

(i) The Rights Certificates shall be in a
form approved by the Bond Committee,

f
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The City may provide for a book-entry
system for the Option Rights which conforms
with this Section.

(1ii) In order to exercise the Option Rights ;
represented by a Rights Certificate, except i
‘ under the conditions set'forth in paragraph '
] {vi) below), the Rights Certificate, the :
purchase price and written inswructions which :
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designate the purchase date and, if less than
all of the Bonds to whicn the Rignts Certificate
pertains are to be purchased, the principal
amount to be purchased, must be delivered to
the Fiscal Agent not less than forty-five (45)
nor more than ninecy (90) days arter deiivery
of the Rights Ceartificate, purchase price and
written instructions to the Fiscal Agent and
must be a date that i3 included in the Option
Pericd specified in the Rights Certificate.

(iv) Upon receipt of a2 Rignts Certificste,

" the purchase price and instructions as

provided in paragrapn (ii) of this subsecdon,
the Fiscal Agent (or, aiternatively, a securities
depository of a book-enmry system I such
system is in erfect) shail select. by lot, a Bond
or Bonds of such series o de tendered for
purchase, #hich Bond or Bonds are subjec: to
mandatory tender for purchase during the
Option Pericd specified in the Rights
Cartificate, of the- same maturity (or
mandatory sinking fund installment} and in a
principal amount equal to that specified in the
Rights Certificate (or irrevocable instructions
if only a portion of such Bonds to which the
Rights Certificate pertains are being
purchased). Such selection shall be made
between thirty (30) and forty-five (45) daya
prior to the purchase date. A portion of any
Bond of such series in a denomination that
exceeds five thousand (5,000) dollars may be
called for mandatory tender for purchase
pursuant to this section, and if so called, the
Fiscal Agent shall authenticate and deliver a
new bond for the unpurchased portion of that
Bond to the registered owner thereof (or if a
book-entry system is in effect, the securities
depository shall note the change in the
amount of the beneficial owner's interest in
the Bond by book-entry).
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(v) Any Bond cailed for mandatory tender
for purchase must (if a book-eniry system is
not in effect) be deiivered to the Fiscal Agent
on the purchase date and upon such delivery,
the purchase price Wil be paid to the
registered owner thersef. (If the purchase
date is a principal or interest payment date for
the Bonds, the interest due on the Bonds shall
be paid as provided in such series of Bonds).
Any Bond so cailed for mandatory tender for
purchase which is not so presented shall be an
“Undelivered Bond,” and shall be treated as
purchased by the holider of the Option Rights
being exercised for all purposes hereol and the
holder of such Undelivered Bond shail not be
entitled o any payment other than the
purchase price thereof (and any acccued and
unpaid interest due on the purchase date) and
Undeiivered Bonds in the hands of such
non-delivering holder shall oo longer accue
interest or be entitled to the benefits of this
Ordinance or any Supplemental Ordinance
pursuant to which such Undelivered Bends
were issued, except for the payment of the
purchase price and any unpaid interest due on
the purchase date from the funds held by the
Fiscal Agent thereof, provided that the
indebtedness represented by such Bonds shall
not be extinguished, but shall be transferred
by the Fiscal Agent to the holder of the Option
Right. The Fiscal Agent shall cancel any
Bonds tendered for mandatory purchase and
issue a new bond in the same principal
amount and with the same interest rate,
maturity date, form and tenmor (except that
such Bond or portion thereof tendered for
mandatory purchase shall state that it is a
Bond which is not subject to mandatory tender
for purchase or optional redemption for the
Option Period during which the Option Right
evidenced by the Rights Certificate being

.
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exchanged: for such Bond was exercisabie) to l
the owner of the Rights Certificate pursuant <
to which the Bond was called for mandatory

tender ior purchase. The Fiscal Agent shall

note on the registration records that such

Bond is not subject to mandatory tender for

purchase or optional redemption for the

designated Option Period. If a book-eniry

system is then in effect for the Bonds, the

X Fiscal Agent shall require that a new Bond so

: izsgued by registered in the name of and

delivered o the person designated by the

securities depository whick is  hoiding

certificates pursuant :o the book-snmy

system.

(vi) If the Option Rignts Owner is also the
_ owrier of 2 Bond of the 3ame series and of the
i maturity to wiich the Option Rignts Cwner's
: Rignts Cartificate pertains, which Bond is
i subject w mandatory tender for purcnase
during the Opton Period 3pecified in the
{ Rights Certificate, that Option Rignts Owner
1 ! may present :o the Fiscal Agent the Rights
; Certificate and the Bond and request that the
] Fiscal Agent cancel the Rights Certificate and
i designate the Bond w be a Bond which is not
f

subject to mandatory tender for purchase or
optional redemption during the Option Period
;b specified in the Rights Certificate. Upon
e receipt of such Rignhts Certificate, Bond and
) request, the Fiscal Agent shall 30 designate
i
1
1

the Bond on its record s and on the Bond itself :
* (by stamping or other appropriate means of
identification or by issuing a replacement’
Bond), and that bond or any Boad thereafter
issued and a transfer or exchange for that
Bond shall not be subject to mandatory tender
for purchase or optional redemption during
the designated Option Period. The Fiscal
Agent is not required to honor such a request
if it is made within the fifteen (15) day peried
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preceding the selection of Bonds of the same
series and same maturity (or mandatory
sinking fund installment) as the Bond
presented for prior redemption or mandatory
tender for purchase. The Fiscal Agent may
charge the Option Rights Owner a fee to
compenasata it jor its expenses in connection
with the exchange contemplated herein and
shall charge the Option Rights Owner for any
tax or any governmental charge imposed in
connection therewith. At the request of the
holder, the City and the Tiscal Agent shail
cooperata in obtaining a new CUSIP number.
if needed or desirable, jor such Bond.

(vil) Between one hundred eighty (180)
and thirty (30) days prior o the execution by
the City of a contract for the saje of any Option
Rights, the City shail cause the Fiscal Agent
to maii a notice by registered or certified mail
to the registered owner of 2ach of the Bonds
subject to the Option Rights. Such notice shall
atate that it is a nodce of proposed sale of
Cption Rights with respect to such Bonds and
shall include the name and address of the
personn or entity from which additional
information concerning the proposed sale may
be obtained. In addition, such notice may list
the maturities (or mandatory sinking fund
installments) with respect to which the
Qption Rights are proposed to be scld and the
CUSIP numbers of the Bonds corresponding
to those marturities (or mandatory sinking
fund installments). Any error in such
maturities (or designaton of mandatory
sinldng fund installments) of CUSIP numbers
or any other error in such notice shall not
affect the ability of the City to proceed with
the sale of the Option Rights. Actual receipt of
amailed notice by the registered owmer of any
Bond shall not be a condition precedent to the
sale of the Option Rights with respect to that
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Bond or any other Bond. A certificats by the
Fiscal Agent that such notice has been given
as hereir “gravided shail be conclusive as
against all parties.

{vili) Notwithstanding Article VII] hereof,
any provision in this Ordinance dealing with
Ovption Rights or the Rights Certificates may
be amended by the City, prior to the sale of the
Option Rights without consent of the hoiders
of the applicable series of Bonds, provided that
no such amendment may be made which
adversely arfects or changes the security for or
payment of the Bonds, or manner of makmg
such payment, or which permits Bonds of such
series 0 pe cailed for mandatory tender ‘or
purc.'aase orior o the dates apecified or at
prices less than those specified in such series
of Bonds, or wnich sermits less than shirvy
(20) days mailed notice 0 the registered
owner of any such Bonds called for mandatory
tender for purchase, or which permits the City
to seil <he Oprion Rights without maiding the
mailing or a notice to the owners of the Bonds
subject to the QOprion Rights as required in
paragraph (vii) of this Section 5.05(c).

{ix} The City shall not sell Option Rights
(other than mandatory sinking fund Option
Rights) in such amounts and for such pericds
so that on any mandatory sinking fund
redemption date, there are ingufficient
callable bonds for the appropriate maturity,
available to meet the mandatory sinking fund
redemption requirement,

SEcTION 14. This Ordinance is supplementary to the
General Ordinance and all sections of the General
QOrdinance and the Act not inconsistent herewith are
applicable to the Bonds. All definitions of terms contained
in the Act or the General Ordinance not inconsistent
herewith shall apply to such terms in this Ordinance.
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SECTION 15. This Ordinance shall take eifect imme-
diately.
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EXAIBIT A

OFFICE OF THE
DIRECTOR OF FINANCE

Decemcer 1, 1992

To the President and Membpers of the
Council of the City of Priladsalpnia
FINANCIAL, REFORT OF THE DIRECTOR OF
FINANCE

RE: Philadelphia Gas Woriks Revenue Bonds,
Fourteenth Series

The Mayor has wransmitted 1o the Counci the
Fourteenth Suppiemental Crdinance (the “Fourteenth
Supplemental Crdinance” 0 the Generali Gas Works
Revenue RBond Crdinance of 1975, a9 amended {the
“General Ordinance”), authorizing the issuance and saje
of a maximum principal amount of 3400,000,000 (or, if the
Bonds are sold at a discount, such greater principal
amount as will retlect such discount 3o long as the
aggregate zross proceeds *o the City do not exceed
{3400,000,000) of Gas Works Revenue Bonds, Fourteenth
Series (the “Bonds”) of the City of Philadeiphia (the
*City™).

In preparation for the issuance of the Bonds, the
Philadelphia Gas Works, a City-owned utility (the “Gas
Works™ has engaged the firm of Stone and Webster
Management Consuitants, Inc. of New York, New York
("Stone and Webster”) to (i) investigate the physical
propertes inciuded in the Gas Works and the accounts
and records of the Gas Woriks; fii) review the capital
program of the Gas Works; and (iii) compile relevant data
upon which to make projections to determine whether the
revenues of the Gas Works are and will be sufficient to
satisfy the tests of adequacy required by Act No. 234 of
October 18, 1972, known as the First Class City Revenue
Bond Act (the “Act™ and the General Crdinance.




APP, NC, 12-24

The Jrm of Stone and Webster is an independent
consultng firm having bread experience in utility systems
of a similar magnitude and scope as the Gas Works and
has a favorable reputation for competence in this feld of

work. They have conducted an in-depth examination of the -

Gas Works and have collaborated with the officers and
employees of the Gas Works in the preparation of a report
(the “Engineering Report”), a copy of which is attached
hereto.

The Engineering Revort forms the basis for the
statements and opinjons contained herein. The
Engineering Report has been reviewead by the Gas Woris.

Therefore, this Fipanciai Report i3 Tansmitted n
compliance with Section 3 of the Act and Secdon 1.03(a)
of the General Crdinance:

(i} The Bonds are to be issued in respect of capital costs
of the Gas Works incurred or to be incurred for the purpose
of {a) acquiring and constructing the capital
improvements inciuded in the capital program of the Gas
Works ag from time to Sme included in the capital budgets
of the Gas Works, as approved by City Council which may
nelude, without limitaton (1) the acquisition of land or
righta therein; (2) the acquisition, construction or
improvement of buildings, structures and facilities
together with their related fumishings, equipment,
machinery and apparactus; (3} the acquisition,
construction or replacement of pipes and pipe lines; and
(4) the acquisition or replacement of property of a capital
nature for use in the operation, maintenance and
administration of the Gas Works; (b) paying the costs of
issuing the Bonds and maidng any required deposits to the
Sinldng Fund Reserve; (¢) paying any other Project Costs
and reimbursing the (Gas Works or the City for amounts
advanced for Project Costs and (d) the funding or
refunding of outstanding bond anticipation notes or other
obligations of the City issued in respect of Project Costa.

oV I
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(if) The revenues pledged for the payment of the Bonds
will be derived iromi the gas rent3, rates and charges
imposed or charged by the Gas Works upon the owners or
occupants of properties connected to, and upon all users
of, gus distributed by the Gas Works and all other
revenues derived therefrom, being all revenues defined as
“Project Revenues™ in the Act and in the General
Ordinance.

(iii) Assuming not more than 3400,000,000 of Bonds
are to pe issued, amortizing over 30 vears, at an average
interest rate not exceeding 8.30 percent, I find that with
the rates currently in effect and on the basis of estimated
future financial operations of the Gas Works, as detailed
in the Engineering Report, the Gas Works will, 'n my
opinion, vield pledged Project Revenues over the
amortization period of the Bonds surficient to meet the
payment and/or deposit requirements of (a) ail axpenses
of operation, maintenance, repair and repiacement or the
Gas Woris; (b) all reserve or speciz| funds required to be
established and maintained with respect to such Project
Revenues; (c) the principal of and interest on ail Gas
Works Revenue Bonds, as the same shall become due and
payable; and (d) any State taxes assumed by the City to
be paid on the Bonds and also to provide such coverage on
the Bonds as prescribed by Section 4.03(b) of the General
Ordinance.

(iv) The project revenues forming the basis for the
statements set forth in ciause (iii) above comply with the
requirements of the definition of “Project Revenues®
contained in Section 2 of the Act. Furthermore, the
statements set forth in clause (iii) above as to the
sufficiency of Project Revenues, would not be substantially
affected by a 200 basis point increase in the Bonds' interest
rate or mathematically equivalent changes in the Bonds’
Parameters,

P R,




Maintain jt jn good operating condition,

For the Purpose of the opinion €Xpressed in clause (i)
above, yoy are advised that p, State taxeg on the Bondg
are assumad by the City.

Respectfuny submif-'ted,
STEPHEN P MUILIN,
Director of Fingnee,

e,
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=HIBIT B
Crry SoLICITOR
December [, 1992.
Honorable Jonn F. Street, 2resident
City Coundl of Phiiadeipnia.
RE: Fhiladeipnia Gas Works
Revenue Bonds, Fourteenth Series

Dear Council President Street:

The office of the City Soiicitor has reviewed the First
Class City Revenue Bond Act, the General Gas Works
Revenue Bond Ordinance of 1973, as amended (the
“Generai Ordinance”™), and :he proposed Fourteenth
Supplemental Crdinance thereto authorizing the issuance
of Gas Works Revenue 3onds in the maximum »rincipal
amount of 3400,000,0C0 (or, if the Bonds are 3old at a
discount, such greater srincpal amount as will reflect
such discount 30 long as the aggregate gross proceeds to
the City do not excsed 3400,000,000) {the “Fourtaenth
Supplemental Crdinance”).

Based on that review, it is my opinion that the
registerad owmers of bonds to be issued under the
Fourteenth Supplemental Ordinance will have no claim
upon the taxing power or general revenues of the City of
Philadelphia, nor will they have any lien upon any
property of the City of Philadelphia other than the Project
Revenue (as defined in the General Ordinance) and the
funds properly pledged o such bond owners pursuant to
the zarms and conditions of the General Ordinance and
the Fourteenth Supplemental Ordinance.

Sincerely,
. JUDITH E. HARRIS,
City Solicitor,
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CERTIFICATION: This is a true and correct copy of the
original Creinance approved by the Mayor on

JANUARY 28,1993

Pheis 25 4o,

Chisf Clark of the Councl
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{ Bill No. 980285 )

AN ORDINANCE

Constituting the Sixteenth Supplemental Ordinance 1o the
General Gas Works Revenue Bond Ordinance of 1975, as
amended {the "1975 General Ordinance”); authorizing the
Mayor, the City Controller and the City Solicitor, or a majority
of them, to seil, either at public or private sale, Gas Works
Revenue Bonds (1975 General Ordinance), Sixteenth Series, of
the City of Philadelphia, in one or more subseries, in the
maximum aggregate principal amount of eighty million
(80,000,000) dollars (the "Sixteenth Series Bonds"); provided,
however, that, if the Sixteenth Series Bonds are sold at a
discount, the aggregate principal amounl may be increased to
reflect such discount as long as the aggregate gross proceeds to
the City from the sale of the Sixteenth Series Bonds do not
excced eighty million (80,000,000) dollars, plus accrued
interest, if any; designating that the Sixicenth Series Bonds are
being issued (o redeem or refund all or a portion of certain
outstanding series of revenue bonds of the Philadelphia Gas
Works (the "Gas Works") and the application of proceeds of the
Sixtcenth Series Bonds for such purpose; autharizing the City
to obtain credit enbancement for the Sixteenth Series Bonds;
determining the sufficiency of Gas  Works revenues;
covenanting the separation of Gas Works revenue accounts and
proceeds of the Sixteenth Series Bonds from general accounts of
the City; covenanting the payment of interest and principal on
e Sixteenth Scries Bonds; authorizing covenants and action in
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order that the Sixteenth Series Bonds shalf noi he arbitrage
bowds; authorizing the Sixteenth Series Bonds to be issued in
book-entry form and providing book-entry provisions to apply
in such case; and providing that this Ordinance is supplemental
to the 1975 General Ordinance and that the provisions of the
1975 General Ordinance, to the extent not modifiecd, amended
or superseded by this Ordinance, are applicable.

THE COUNCIL QF THE CITY OF PHILADELPHIA HEREBY
ORDAINS:

SECTION: 1. The Mayor, the City Controller and the City
Solicitor {the "Bond Committee"), or a majority of thew, are
hercby authorized, on behalf of the City, to borrow, by the
issuance and sale of the City's Gas Works Revenue Bonds
(1975 General Ordinance), Sixteenth Series (the "Sixteenth
Series Bonds"), in one or more subseries and with such relative
priorities as they deem desirable, pursuant to The First Class
City Revenue Bond Act of October 18, 1972, Act No. 234 (the
"Act") and the General Gas Works Revenue Bond Ordinance of
1975, Bill No. 1871 (approved May 30, 1975), as amended (the
"§975 General Ordinance"), a sum or sums which in the
aggregate shall not exceed the principal amount of Sixteenth
Series Bonds authorized to be issued hereunder, to be expended
as provided in Section 2 of this Ordinance. The Sixteenth Series
Bonds shall be sold at public or private sale and shall contain
such terms and provisions as are determined by a majority of
the Bond Committee to be in the best interests of the City and
are not inconsistent with the provisions hereof, of the Act, of
the 1975 General Ordinance or of any other applicable law. if
a majority of the Bond Commiltee determines it to be in the
best interests of the City, the Sixteenth Series Bonds may be
issued in book-entry form; and in such event a majority of the
Bond Conunittee shall also select a securities depository (the

4 + [ ] -
City of Philadelphia
Bill No. 990285 Certified Copy
"Depository”) for ihe Sixteenth Series Bonds. If a majority of
the Bond Comnittee determines it ta be in the best interests of
the City, the City may obtain credit enhancement for all or a
portion of the Sixteenth Series Bonds. A majority of the Bond
Conunittee is authorized 1o take any and all other actions as

may be nccessary or appropriale in connection with the
consumination of the transactions contemplated herein.

The Sixteenth Series Bonds are authorized to be' issued
hereunder in an aggregate principal amount up to cighty million
(80,000,000) dollars; provided, however, that, if any of the
Sixieenth Scries Bonds are 1o be sold at discounts which are in
lieu of periodic interest, the aggregate principal amount of
Sixteenth Scries Bonds which may be issued hereunder shall be
increased (o reflect such discounts, as long as Lhe agpregate
gross proceeds to the City from the sale of the Sixicentlt Series

Bonds shall not exceed eighty million (80,000,000) dolars,
plus accrued interest, if any.

The Sixteenth Series Bonds shall not pledge the City's credit
or taxing pawer, create any debt or charge against the tax or
general revenues of the City or create any lien against any
property of the City other than the revenues pledged by the
1975 General Ordinance. The opinion of the City Solicitor
required by Scction 8 of the Act with respect 1o the matlers
stated in the preceding senience is aitached hercto as Exhibit A.

SECTION 2. The Sixteenth Series Bonds shall be issued for
the purpose of providing funds for any or all of the foilowing
purposes: (i) the refunding of all or a portion of the City's
outstanding Gas Works Revenue Bonds, Eleventh Serics C and
Fourteenth Series (the "Prior Bonds"), which were issucd under
the 1975 General Ordinance; (i) paying the costs of issuing the
Sixteenth Scries Bonds and making any required deposit to the
Sinking Fund Reserve, amd (i) paying any other Project Costs

LEGISTAR Form ce.r -7 Prinited June 1, 1999
LEGISTAR Form cc.r L2 Printed June 1, 1999
— - - . —. E— —_— "
. i wng +g - I} T . » .
® o a - _ n




¢ Clty of Phfladelphil

Bill No. 980285 Certified Copy
(as defined in the Act) relating to the refunding of the Prior
Bonds or the issuance of the Sixteenth Series Bonds, which may
include, without limitation, the repayment to any fund of the
City or to accounts of the Philadelphia Gas Works (ihe "Gas
Works") of amounts advanced for Project Costs, and the
funding or refunding of outstanding bond anticipation notes or
other obligations of the City issued in respect of Project Costs,

~The City covenants that proceeds of the Sixteenth Series
Bonds applicable to the refunding of Prior Bonds will be
deposited in one or more eéscrow or similar accounts with the
Fiscal Agent under and as defined in the 1975 General
Ordinance, separate and apart from all other accounts of the
City or the Gas Works, including the Sinking Fund established
by the 1975 General Ordinance, 10 be held for the benefit of the
liolders of the applicable refunded Prior Bonds and applied to
payment of refunded Prior Bonds in accordance with a
certificate of the Director of Finance or an escrow deposit
agreement (as to Prior Bonds that are being currently refunded)
or an escrow deposit agreement {as (o Prior Bonds that are
being advance refunded).

The Director of Finance is hereby authorized to determine,
on behalf of the City, the particular series and maturities of the
Prior Bonds to be refunded and the amount of proceeds of the
Sixteenth Series Bonds to be applied to the refunding of such
Prior Bonds, to use such proceeds to redeem, or to depesit in
an escrow account for the benefit of the holders of, the refunded
Prior Bonds, and to take any and alt other action, including the
irrevocable pledge of such proceeds and/or the income or profit
from the investment thereof, for the payment and redemption of
the refunded Prior Bonds, and the publication of all required
redemption notices or the giving of irrevocable instructions
therefor, as may be necessary or appropriate to accomplish the
refunding of the Prior Bonds selected for refunding and 10
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comply with the requirements of Scction 10 of the Act.

SECTION 3. Based on the report of the Director of
Finance of the City required by Section 8 of the Act (the
"Financial Report”), it is hereby determined that the pledged
Project Revenues (as defined in the 1975 General Ordinance)
will be sufficient to comply with the rate covenant contained in
Seclion 4.03(b) of the 1975 General Ordinance and also 1o pay
all costs, expenses and payments required to be paid therefrom
in the order and priority stated in Section 4.02 of the 1975
General Ordinance. An executed copy of the Financial Report
is atlached hereto as Exhibit B.

SECTION 4. The City covenants that, as fong as any of the
Sixleenth Series Bonds shall remain outstanding, all pledged
Project Revenues shall be deposited and held in and dishursed
from one or more unsegregated accounts of ithe Gas Works
which shall be scparate from and not commingled with the
consolidated cash account of the City or any other account of
the City not held exclusively for Gas Works purposes. This
covenant shall not be construed to require the establishment of
any Gas Works account segregated from any other Gas Works
accounts except as provided in Section 2 hereof or as otherwise
required by the 1975 General Ordinance.

SECTION 5. The City covenants that, as long as any
Sixteenth Series Bonds shall remain unpaid, it shall make
payments or causec payments to be made out of its Gas Works
Revenue Bond Sinking Fund created under the 1975 General
Ordinance at such times and in such amounts as shall be
sufficient for the payment of the interest thercon and the
principal thereol when due; provided, however, 1hat whenever
the City shall be required to deposit moneys with the FFiscal
Agent for the mandatory redemption of any of the Sixteenth
Series Bonds, such obligation may be satisfied, in whole or in
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part, by the delivery by the City to the Fiscal Agent of a
principal amount of Sixteenth Series Bonds of the maturity
required to be redeemed for cancellation prior to the date
specihied for such redemption. .

SECTION 6. The Direclor of Finance is authorized to
make such elections under the Internal Revenue Code of 1986,
as amended, and Treasury Regulations promulgated thereunder
with respect to the Sixteenth Series Bonds and lo take such
actions on behalf of the City with respect to the investment of
the proceeds of the Sixteenth Series Bonds as he deems
advisable, and the Director of Finance or any member of the
Bond Commiutee is authorized to make such covenants as may
be necessary or advisable in order that the Sixteenth Series
Bonds shall not be "arbitrage bonds" as defined in the Internal
Revenue Code of 1986, as amended.

SECTION 7. In the event Sixteenth Series Bonds are issued
in book-entry form, the ownership of one fully registered
Sixteenth Series Bond for each maturity, each in the aggregale
principal amount of such maturity, will be registered in the
name(s) designated by the Depository. So long as, but only so
long as, the book-entry only system is applicable to the
Sixteenth Series Bonds, the following provisions of this Section
7 shall govern as to matters set forth in Section 3 of the 1975
General Ordinance.

Pursuant to the book-entry only system, ownership interests
in the Sixteenth Series Bonds may be purchased in the manner
directed by the. Depository, which may be through financial
institutions for whom the Depository effects book-entry
transfers (the "Participanis”). A person who owns such an
interest in a Sixtéenth Series Bond (a "Beneficial Owner"), will
not teceive certificated Sixteenth Series Bonds and will not be
the repistered owner thereof. Receipt by the Beneficial Owners
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of timely payment of principal, purchase price, redemption
price and interest on the Sixteenth Series Bonds is subject to the
Depository's  making such timely payment, either to the
Beneficial Owner or to the Participants to be Torwarded (o the
Beneficial Owners. Neither the City nor the Fiscal Agent will
have any responsibility or obligation to such Participants or to
the Benelicial Owners for any failure of the Depository (o act or
make any payment with respect to the Sixteenth Series Bonds or
the providing of notices relating to redemption or mandatory
tender to Participants or the Beneficial Owners of the Sixteenth
Series Bonds.

The Depository will receive payments from the Fiscal Agent
to be remitted by the Depository to the Beneficial Owners or (o
the Participants for whom the Depository holds the Sixteenth
Series Bonds for subsequent disbursement to the Beneficial
Owners. The ownership interest of each Beneficial Owner in
the Sixteenth Series Bonds shall be recorded on the records of
the Depository or the records of the Participants, whose
owncrship interests will be recorded on the records of ihe
Depository.,

When notices are given, they shall be sent by the Fiscal
Agent to the Depository with a request that the Depository
forward (or cause to be forwarded) the notice to the Parlicipants
so that such Participants may forward (or cause to be
forwarded) the notices to the Beneficial Owners.

Transfers of ownership interests in the Sixteenth Serics
Bonds will be accomplished by book-cntries made by the
Depository and/or the Participants who act on behalf of the
Beneficial Owners.  Beneficial Owners  will not  receive
cerlificates representing their ownership interest in the Sixteenth
Series Bonds, except as specifically provided herein. So long
as the Depository is the Bondholder, interest, principal and
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redetnption price of the Sixteenth Series Bonds will be paid
when due by the Fiscal Agent to the Deposilory, then paid hy
the Depository 1o the Beneficial Owners, or by the Depository
to the Participants and thereafter paid by the Participants to the
Bencficial Owners. The payments to the Depository shall satisty
the City’s obligations under the Sixteenth Series Bonds.

For every transfer and exchange of the Sixteenth Series
Bonds, the Fiscal Agent, the Depository and the Participants
may charge the Beneficial Owner of the Sixteenth Series Bonds
a sum sulficient to cover any tax, fee or other governmental
charge that may be imposed in relation thereto. No transfer or
exchange of any Sixteenth Series Bonds shall be required to be
made fewer than fifteen (15) days prior Lo any interest payment
date or fifteen (15) days prior to any mailing of notice of
redemption of the Sixteenth Series Bonds. No transfers shall be
made of Sixteenth Series Bonds previously called for
redemplion, except pursuant to any optional or mandatory
tender provisions thereof.

The Depository may determine to discontinue providing its
services with respect to the Sixteenth Series Bonds at any time
by giving notice to the City and the Fiscal Apgent and
discharging ils responsibilities with respect thereto under
applicable law. Under such circumstances (if there is no
successor securilies depository), the City is obligated to deliver
bond certificates in such names as the City and the Fiscal Agent
are directed by the Depository.

The Bondholders have no right to a depository for the
Sixteenth Series Bonds. If the book-entry only system is no
longer utilized, bond certificates will be issued in such names as
the City and the Fiscal Agent are direcled by the Depository.

Notwithstanding any other provision ol the 1975 General
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Ordinance, so long as the Depository is the repistered
Bondholder of all Sixieenth Series Bonds, the Depository may
present notices, approvals, waivers or olher communicaiions
required or permitted to be made by Bondholders under the
1975 General Ordinance on a fractionalized basis on behalf of
some or all ol the Beneficial Owiers.

The appropriate olficials of the City are authorized 1o
execule any documentation required by the Depository in
connection with book-entry registration of the Sixleenth Series
Bonds.

SECTION 8. This Ordinance is supplementary to the 1975
General Ordinance and all sections of the 1975 General
Ordinance not modified, amended or superseded by this
Ordinance are applicable to the Sixteenth Series Bonds., All
definitions of terms contained in the Act or the 1975 General
Ordinance not inconsistent herewith shall apply to such terms in
this Ordinance. -

SECTION 9. This Ordinance shall take effect immediately.
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CERTIFICATION: This is a true and corrgct copy of the original
BIll, Passed by tha City Council on May 27, 1939 The Bill was
Slgned by the Mayor on May 31, 1999

P 5 i

Marie B. Hauser
Chief Clerk of the City Council
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Re:

Certificate As To Legislative Procedures, Compliance
With Statutory Requirements and Effective Status of
Bond Ordinance and Related Ordinances

$113,965,000 City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds {1998 General Ordinance), Second Series

[, Marie B. Hauser, Chief Clerk of the Council of the City of Philadelphia, Pennsylvania
¢ (the “Council™}, do hereby certify that it appears from the records of said Council that:

a.

Public hearings were held on each of the Bills listed below, as required by Section
2-201(2) of the Philadeiphia Home Rule Charter:

i Bill No. 980232 approved by the Mayor on May 8, 1998, authorizing
generally the issuance and sale of Gas Works Revenue Bonds as specified
by supplemental ordinances {hearing held April 21, 1998).

il. Bill No. 990286 approved by the Mayor on May 31, 1999, authorizing the..
creation of a loan in the amount of up to $115,000,000 to be evidenced by
Gas Works Revenue Bonds (hearing held May 11, 1999).

Notice of public hearings on said Bills and of their reports from committee were
duly given by advertisement, each such Bill was duly enacted by the affirmative
vote of 2 majority of all the members of the Council after the elapse of not less
than five days from the printing and distribution of such Bill as reported from
committee, and the votes thereon have been recorded in the Journal of Council, all
as required by Section 2-201 of the Philadelphia Home Rule Charter.

A summary of each section of Bills No. 980232 and No. 990286 were duly
published, as required by Article XVIII, Section 3, of the Act of June 25, 1919,
P.L. 581, and each such Bill was duly passed by the affirmative vote of two-thirds
of the members of the Council, as required by Article XVIII, Section 1, of such
Act.

Prior to the enactment of Bill No. 990286, the Director of Finance of the City of
Philadelphia (the chief fiscal officer of the City of Philadelphia), in accordance
with Section 8 of The First Class City Revenue Bond Act, Act. No. 234, approved
October 18, 1972 (the “Revenue Bond Act”), filed with Council the following
documents:

1. An executed copy of the financial report dated May 7, 1999, signed by the
chief fiscal officer of the City of Philadelphia, together with an executed
letter of Stone & Webster Management Consultants, Inc., independent
consultants, addressed to the Director of Finance of the City of



Philadelphia, and a copy of the report on the Gas Works of the City of
Philadelphia prepared by said independent consultants attached thereto, as
required by Section 8(a) of the Revenue Bond Act; and

ii. An executed copy of the opinion of Stephanie L. Franklin-Suber as City

Solicitor, dated May 11, 1999, required by Section 8(b) of the Revenue
Bond Act.

E. The copies of the Ordinances attached hereto (identified as Bills No. 980232 and
No. 990286) are true and correct copies of the originals of those Ordinances on
file in the office of the Chief Clerk of the Council; and such Ordinances have not

been amended or repealed and are in full force and effect on the date of this
certificate.

Jasee 13 A,ézuszc/

Chief Clerk of the Council of the
City of Philadelphia

(SEAL)

Dated: June 251999




City of Philadelphia - City of Philadelphia .
Bl Np. 980222 Cerliliefj Copy

CERTIFICATION: This is a true and correct copy of the original
Bill, Passed by the City Council on April 30, 1998 The Bill
was Signed by the Mayor on May 8, 1998

{ Bill No. 980232

%‘a é ;ééxu___ AN ORDINANCE

Marie B. Hauser

Chiet Clerk of the City Council Authorizing, generally, the issuance of Gas Works Revenue

Bonds of the City of Philadelphia which shall be subordinate to
bonds issued under the General Gas Works Revenue Bond
Ordinance of 1975, which ordinance is hereby amended to limit
issuances of bonds thereunder, prescribing the form of bonds
issued hereunder and providing for their execution, transfer,
exchange, payment and redemption, prescribing the conditions
precedent to the issue of specific series of bonds, including
suppiementa) authorizing ordinances, pledging certain revenues
of the Gas Works as security, adopting a rate covenant, and
directing the Gas Commission to impose rates sufficient to
comply therewith, designating a fiscal agent and sinking fund
depositary, establishing a Sinking Fund, including a Sinking
Fund Reserve, and providing for its management, providing
remedies upon default, and providing for amendments and
modifications.

<
THE COUNCIL OF THE CITY OF PHILADELPHIA HEREBY
ORDAINS:
SECTION 1.
ARTICLE I
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AUTHORIZATION, SCOPE AND PURPOSE
SHORT TITLE

This Ordinance is enacted pursuant 1o the provisions of The
First Class City Revenue Bond Act approved October 18, 1972
{Act No. 234, 53 P.S. 15901 et seq.), as amended, for the
purpose of authorizing the issuance from time to time of
revenue bonds of the City to be secured by a pledge of certain
revenues of the Gas Works as security, in such principal
amounts as shali from time to time be authorized by further
ordinances of the Council of the City as more particularly
hereinafter set forth. This Ordinance shall be known as the
General Gas Works Revenue Bond Ordinance of 1598.

ARTICLE I

DEFINITIONS AND OTHER PROVISIONS OF
GENERAL APPLICATION

SECTION 2.01. Definitions. For all purposes of this
Ordinance and any ordinance supplemental hereto, excepl as

otherwise expressly provided or unless the context otherwise
requires:

Accreted Value means, with respect to any Capital
Appreciation Bond, as of any specified date, the Original Value
of such Bond, plus interest accreted on such Bond to such date,
all as may be provided in an applicable Supplemental
Ordinance.

Act means The First Class City Revenue Bond Act
approved October 18, 1972 (Act No. 234, 53 P.S. 15901 1o
15224), as from time to time amended. The words and phrases
which are defined in the Act shall have such defined meanings
when used in this Ordinance.
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City of Philadelphia

2ili No, 380232 Certitied Copy
Izxchange Agreement, any right, remedy or claim under or hy
reason of this Ordinance or any covenants, condition or
stipulation therefor; and all the covepants, stipulations,
promises and agreements in this Ordinance by and on behalf of
the City shall be for the sole and exclusive benefit of the City,
the Fiscal Agent, the Holders of Bonds and each provider of a
Credit Facility, Qualified Swap or Exchange Agreement.

SECTION 11.04. Repeals. All ordinances and parts of

ordinances heretofore adopled to the extent that the same are
inconsistent herewith are hereby repealed.
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Boud or Bonds means any Gas Works revenue bond or note
of the City issued and outstanding pursuant to the Act under
this Ordinance and any Supplemental Ordinance.

Bond Counsel means any firm of nationally recognized
bond counsel acceptable to the City.

Boendholder or Holder means the registered owner of any
Bond.

Bond Register means the list of the names and addresses of
Bomdholders and the principal amouns and numbers of the
Bonds held by them maintained by the Fiscal Agent on behalf
of the City.

Bond Year for any Series of Bonds means each one-year
period (or shorter period from the date of issue) that ends at the
close of business on the date in the calendar year that is selected
by the City as permitted under the Code, If no day is selected
by the City before the carlier of the final maturity date of the
Series of Bonds or the date that is five (5) years after the issue
date, the Bond Year with respect to such Series of Bonds shali
end on each anniversary of the issue date and on the final
maturity date.

Business Day means a day other than a Saturday, Sunday or
holiday on which the Fiscal Agent is authorized or required o
be closed under applicable state or federal law.

Capital Appreciation Bonds means any Bonds issued
hereunder which do not pay interest until maturity or until a
specified date prior to maturity, but whose Original Vaiue

accretes periodicaily to the amount due on the maturity date.

City means The City of Philadelphia, Pennsylvania.
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City of Philadelphia

Bill No. 380232 Certified Copy

City Charges means the propertionate charges, il any, (or
services performed for the Gas Works by all officers,
departments, boards or commissions of the City which are
contained in the computation of operating expenses of the Gas
Works, including, without limitation, the expenses of the Gas
Commission, and also means the base payments to the City
contained in the Management Agreement and all other payments
made to the City from Gas Werks Revenues.

City Controller means the head of the City's auditing
department as provided by the Philadelphia Home Rule
Charter.

City Selicitor means the head of the City's law department
as provided by the Philadelphia Home Rule Charter,

Code means the Internal Revenue Code of 1986, as
amended, or any successor legislation, and the regulations and
published rulings promulgated thereunder or applicable thereto.

Credit Facility means any letter of credit, standby bond
purchase agreement, line of credit, surety bond, insurance
policy or other insurance commitment or similar agreement
(other than a Qualified Swap or an Exchange Agreement) that is
provided by a commercial bank, insurance company or other
institution, with a current long term rating (or whose
obligations thereunder are guaranteed by a financial institution
with a long term rating) from Moody's and S&P not lower than
np

Credit Facility Issuer or issuer of a Credit Facility means
each issuer of a Credit Facility then in effect, and its
successors. References herein to the Credit Facility Issuer shall
be read to mean the issuer of the Credit Facility applicable to a
particular Series of Bonds or ¢ach issuer of a Credit Facility, as
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exclusively 1o the funds so deposited for any claims of
whatsoever nature with respect to such Bond or Bonds, and the
Fiscal Agent shatl hold such funds in trust for the Holder or
Holders of such Bond or Bonds.

Moneys deposited with the Fiscal Agent pursuant to the
preceding paragraphs which remain unclaimed two (2) years
afier the date payment thereof becomes due shall, upon written
request of the City, if the City is not at the time to the
knowledpe of the Fiscal Agent (the Fiscal Agent having no
responsibility to independently investigate) in default with
respect to any covenant in this Ordinance or the Bonds, be paid
to the City, and the Holders of the Bond for which the deposit
was made shall thereafter be limited to a claim against the City;
provided, however, that before making any such payment to the
City, the Fiscal Agent shall, at the expense of the City, publish
in a newspaper of general circulation published in the City, a
notice that said moneys remain unclaimed and that, after a date
named in said notice, which date shall not be less than thirty
(30) days after the date of publication of such-notice, the
balance of such maneys then unclaimed will be paid to the City.

SECTION 11.02. Ordinances are Contracts With
Bondholders. This Ordinance and Supplemental Ordinances
adopted pursuant hereto are contracts with the Holders of all
Bonds from time to time Outstanding hereunder and thereunder
and shall be enforceable in accordance wiih the provisions of
Article VIII and the laws of the Commenwealth of
Pennsylvania.

SECTION 11.03. Parties Intercsted Herein. Nothing in
this Ordinance expressed or implied is intended or shall be
construed to confer upon, or to give to, any person Or entity,
other than the City, the Holders of Bonds, the Fiscal Agent,

-and each provider of a Credit Facility, Qualified Swap or
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Bill No. 980232 . Certified Copy
ARTICLE Xi

MISCELLANEOQUS

SECTION 11.01. Deposit of Funds for Payment of
Bonds. When interest on, and principal or redemption price
(as the case may be) of, all Bonds issued hereunder, and all
amounts owed under any Credit Facility, Qualified Swap and
Exchange Agreement entered into hereunder (other than
termination payments), have been paid, or there shall have been
deposited with the Fiscal Agent an amount, evidenced by
moneys or Qualified Escrow Securities the principal of and
interest on which, when due, will provide sufficient moneys to
fully pay the Bonds at the maturity date or date fixed for
redemption thereof, and all amounts owed under -any Credit
Facility, Qualified Swap and Exchange Agreement cntered into
hereunder {other than termination payments), the piedge and
grant of security interest in the Gas Works Revenues made
hercunder shall cease and terminate, and the Fiscal Agent and
any other depository of funds and accounts established
liereunder shall turn over to the City or to such person, body or
authority as may be cntitled to receive the same all balances
remaining in any funds and accounts established hercunder.

If the City deposits with the Fiscal Agent moneys or
Qualified Escrow Securities sullicient to pay the principal or
redemption price of any particular Bond or Bonds becoming
due, either at maturity or by call for redemption or otherwise,
togelher with all inlerest accruing thereon to the due date,
interest on such Bond or Bonds shall cease to accruc on the due
date and all liability of the City with respect to such Bond or
Bonds shall likewise cease, except as provided in the following
paragraph. From and after such deposit, such Bond or Bonds
shall be deemed not to be Outstanding hereunder and the
Holder or Holders thereof shall have recourse solely and
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the context requires,

Debt Service Requirements means,.for a specified period,
the sum of () the principal of (whether at maturity or pursuant
to mandatory redemption) and interest (other than capitalized
interest) on Quitstanding Bonds payable during the period and
(i1) all net amounts due and payable by the City under Qualified
Swaps and Exchange Agreements during the period. For
purposes of estimating Debt Service Requirements for any
future period, (i) any Option Bond outstanding during such
period shall be assumed to mature on the stated maturity date
thereof, except that the principal amount of any Option Bond
tendered for payment and cancellation before its stated maturity
date shall be deemed to accrue on the date required for payment
pursuant to such tender; (1) Debt Service Requirements on
Bonds for which the City has entered into a Qualified Swap or
an Exchange Agreement shall be caleulated assuming that the
interest rate on such Bonds shall equal the stated fixed or
variable rate payable by the City on the Qualified Swap or
Exchange Agreement or, if applicable and if greater than such
stated rate, the applicable rate for any Bonds issued in
connection with the Qualified Swap or Exchange Agreement
adjusted, in the case of variable rate obligations, as provided in
Section 4.03(b}; and (iii) Debt Service Requirements with
respect to Variable Rate Bonds shall be subject to adjustments
as permilted by Section 4.03(b).

Director of Finance means the chief financial, accounting
and budgpet officer of the City as established by the Philadelphia
Home Rule Charter, including a person acting as Director of
Finance under applicable law.

Exchange Agreement means, with respect to a Series of

Bonds, or any porttion thereof to the extent from time to tine
permitted by applicable law, any interest exchange agreement,
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Bill No, 980232 Certified Copy
interest rafe SWap agreement, CUrrency swap agreement or other
contract or agreement, other than a Qualified Swap, authorized,
recognized and approved by a Supplemental Ordinance as an
Exchange Agreement and providing for payments o and from
an entity whose senior long term debt obligations, other senior
unsecured long term obligations, or claims paying ability or
whose obligations under an Exchange Agreememt are
guaranteed by an entity whose senior long term debt
obligations, other senior unsecured long term obligations or
claims paying ability, are rated not less than A3 by Moody's,
A- by S&P or A- by Fitch, or the equivalent thereof by any
successor thereto as of the date the Exchange Agreement is
entered into. which payments are calculated by reference to
fixed or variable rates and constituting a financial
accommodation between the City and the counterparty.

Fiscal Agent means any bank, bank and trust company or
trust company named as such in Section 6.02 or ils successor.

Fiscal Year means the fiscal year of the Gas Works.

Fitch means Fitch IBCA, Inc., a corporation orpanized and
existing under the laws of the State of New York, its successors
and assigns and if such corporation shall for any reason no
longer perform the functions of a securities rating agency,
"Fitch" shall be deemed to refer to any other nationally
recognized securities rating agency designated by the City.
Whenever rating categories of Fitch are specified in this
Ordinance, such categories shall be irrespective of gradations
within a category.

Gas Commission means the Gas Commission provided for
by the Philadelphia Home Rule Charter as presently constituted
or hereafter reconstituted in accordance with law.
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respect 1o any Cutstanding Bonds to alter the amount, rate or
time of payment, respectively, of the principal thereol or the
interest thereon or to alter the redemption provisions thereof
without the wriiten consent of the [Holders of all alfected
Quistanding Bonds; and (I) except as aforesaid, in such other
respect as may be authorized in writing’ by the Holders of a
majorily in principal amount {using Accreted Value in the case
of Capital Appreciation Bonds) of the Bonds Outstanding and
affected. The wrinten authorization of Bondholders ' of any
supplement 1o or madification or amendment of this Ordinance
or any Supplemental Ordinance need not approve the particular
form of any proposed supplement, modification or amendment
but only the substance thereof.

ARTICLE X
CLOSURE OF 1975 ORDINANCE

SECTION 10.01. Limits on Issuances Under 1975
Ordinance. After the adoption of this Ordinance, the City
shall not issue any bonds under the 1975 Ordinance except to
refund bonds issued under the 1975 Ordinance or to replace
bonds issued thereunder which have been mutilated, destroyed,
lost or stolen as provided therein or in substitution for bonds
issued thereunder upon transfer or exchange as provided
therein.

SECTION 10.02. Designation of Refunding Bonds Under
1975 Ordinance. Any refunding bonds issued under the 1975
Ordinance shall include in the title of such bonds a designation
indicating that such bonds relate to the 1975 Ordinance in order
lo distinguish such bonds from Bonds issuved under this
Ordinance.

LEGISTAR Form cc.r -59. Printed May 11, 1998
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of money against the City by reason of default hereunder shall
be enforceable only against the Gas Works Revenucs, amounts
in the Sinking Fund Reserve and other amounts which may be
specifically pledged therefor and the investments thereof and no
deeree or judgment against the City upon an action brought
hereunder shall order or be construed to permit the occupation,
attachiment, scizure, or sale upon execution of any other
property of the City.

——— ———— o —

ARTICLEIX
AMENDMENTS AND MODIFICATIONS

SECTION 9.01. 1In addition to the adoption of
Supplemental Ordinances supplementing or amending this
Ordinance as provided in Section 4.06 in connection with the
issuance of successive Series of Bonds, this Ordinance and any
Supplemental Ordinance may be further supplemented, modified
or amended: (a) to cure any ambiguity, formal defect or
omission herein or therein; (b) to make such provisions in
regard o maltters or questions arising hereunder or thereunder
which shall not be inconsistent with Lhe provisions hercof or
thercof and which shall not adversely afTect Ihe interests of
Bondhelders; (c) to grant to or confer upon Bondholders or a
trustee, if any, for the benefit of Bondholders any additional
rights, remedies, powers, authority or security that may be
lawfully granted or conferred; (d) to incorporate modifications
requested by any Rating Agency to oblain or maintain a credit
rating on any Series of Bonds; {e) to comply with any
mandatory provision of state or federal law or with any
permissive provision of such law or regulation which does not

- substantially impair the security or right to payment of the

Bonds, but no amendmient or modification shall be made with
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Gas Works means all property, real and personal, owned by
the City and used in the acquisition or manufacture, storage and
distribution of natural, liquefied, synthetic or manufactured gas
or in the maintenance, management or administration thereof
and all activities ancillary and related thereto, and also means,

as the context may require, the business entity managed by the
Manager.

Gas Works Revenues means all operating and nonoperaling
revenues of the Gas Works derived from its activities and assets
involved in the supply, manufacture, storage and distribution of
gas, including all rents, rates and charges imposed or charged
by the City upon the owners or occupants of properties
connected to, and upon all users of, gas distributed by the Gas
Works and all other revenues derived therefrom and all other
income derived by the Cily from the Gas Works. Revenues
derived from activitics unrelated to the supply, manufacture,
storage and distribution of gas or assets related thereto shall not
be included in Gas Works Revenues, provided that the Gas
Works receives fair payment for the use of gas related assets
and personnel of the Gas Works used in such activities, which
payments shall be included in Gas Works Revenues. In
particular, Gas Works Revenue shall not include revenue from
enterprises or functions not related to gas activities (e.g.,
activities involving the supply, generation or distribution of
electricity). Gas Works Revenues shall not include those
portions of the Gas Works’ rents, rates and charges which are
sccuritized and sold pursuvant to Section 4.03(b). Gas Works
Revenues may be divided into separate components in one or
more Supplemental Ordinances and any Series of Bonds issued
thereafler may be limited as 1o source of payment to one or
more of such componemts as provided in the Supplemental
Ordinance authorizing the particular Series of Bonds.

Government Obligations means any of the following which
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are noncallable and which at the time of investment are legal
investiments under the Act for the moneys proposed 1o be
invested therein:

(a) direct general obligations of, or obligations the
payment of principal of and interest on which are
unconditionally guaranteed as 1o full and timely payment by,
the United States of America;

(b) direct obligations and fully guaranteed certificates of
beneficial interest of the Export-Import Bank of the United
States: consolidated debt obligations and letter of credit-backed
issues of the Federal Home Loan Banks, participation
certificates and senior debt obligations of the Federal Home
Loan Mortgage Corporation; debentures of the Federal Housing
Administration; mortgage-backed securities {(except stripped
mortgage securities which are valued greater than par on the
portion of unpaid principal) and senior debt obligations of the
Federal National Mortgage Association;, participation
certificates of the General Services Administration; guaranteed
mortgage-backed securities and pguaranteed participation
certificates of the Government National Mortgage Association;
puaranteed participation certificales and guaranteed pool
certificates of the Small Business Administration; debt
obligations and letter of credit-backed issues of the Student
Loan Markeling Association; local authority bonds of the U.S.
Depariment of Housing & Urban Development; guaranteed
Title X1 financings of the U.S., Maritime Administration; or

{c) obligations issued by the Resolution Funding
Corporation pursuant to the Financial Institutions Reform,
Recovery and Enforcement Act of 1989 (the "FIRRE Act"), (i)
the principal of which obligations is payable when due from
payments of the matring principal of non-interest bearing
direct obligations of the United States of America which are
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applicable Supplemental Ordinance, then, under ind subject 1o
the terms and conditions stated in the Act, the Holder or
Holders of uny Bond or Bonds shall be entitled 1o all of the
rights and remedies provided in the Act, including the
appointment of a trustee; provided, however, that the remedy
provided in Section 20(b){4) of the Act may be exercised only
upon the failure of the City to pay, when due, principal and
redemption price of {including principal due as a result of a
scheduled mandatory redemption} and interest on a Series of
Bonds.

Upon the occurrence of an event of default specified in this
Section 8.01, the Fiscal Agent shall, within thirty (30) days,
give writlen notice thereof by first-class mail w0 all
Bondholders.

SECTION 8.02. Remedies Not Exclusive; Effect. of Delay
In Exercise of Remedies. No remedy herein or in the Act
conferred upon or reserved to the trustee, if one be appointed,
or to the Holder of any Bond is intended to be exclusive (except
as specifically provided in the Act) of any other remedy or
remedies, and each and every such remedy shall be cumulative,
and shall be in addition to every other remedy given hereunder
or now or hereafter existing at law or in equity or by statute.

Na delay or omission of the trustee, if one be appointed, or
of any Holder of any Bond to exercise any right or power
accruing upon any default shall impair any such right or power
or shall be construed to be a waiver of any such default, or an
acquiescence therein; and every power and temedy given by
this Article VIII, by the Act or otherwise may be exercised
from time to time and as often as may be deemed expedient.

SECTION 8.03. Remedies to be Enforced Only Against
Pledged Revenues. Any decree or judgment for the payment
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SECTION 7.03. Valuation of Funds and Accounts. [n
computling the assets of any fund or account esiablished
hereunder, investments and accrued interest therein shall be
deemed a part thereof, Such investments shall be valued on
June 30 of each Fiscal Year at the current market value thercof,
valuing any Credit Facility held for the Sinking Fund Reserve
at the amount which can then be deawn thereunder; provided
that any fund or account created by a Supplemental Ordinance
may be valued as provided in such Supplementali Ordinance.
The annual valuation shail apply for ail purposes of this
Ordinance except if Bonds are issued or a deficit in the Sinking
Fund Reserve occurs, in which cases a valuation shail be made
on lhe date Bonds are issued or the deficit is eliminated, as the
casc may be. Investment carnings shall be included in Gas
Works Revenues and, to the extent not required 1o be retained
in the fund or account to which such earnings relate, shall be
transferred to the operating accounts of the Gas Works.

ARTICLE VIl
DEFAULTS AND REMEDIES

SECTION 8.01. Defaults and Statutory Remedices. 1f the
City shall fail or neglect to pay or 10 cause to be paid the
principal of, or the redemption premium, if any, or the interest
on, any Bond, whetlier at stated maturity or upon call for prior
redemiption, or if the City, after written notice to it, shall fail or
neglect to make any payment owed by it to the provider of a
Credit Facility, a Qualified Swap or an Exchange Agrecment
provided with respect to the Bonds and such provider gives the
Fiscal Agent written notice of such failure or neglect, or if the
City shall fail to comply with any provision of the Bonds or
with any covenant of the City contained in this Ordinance or an
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issued by the Secretary of the Treasury and deposited in the
Funding Corparation Principal Fund established pursuant to the
FIRRE Act, and (ii) the interest on which obligations, to the
extent not paid from other specified sources, is payable when

due by the Secretary of the Treasury pursuant to the FIRRE
Act,

Independent means a person who is not a saiaried employee
or elected or appointed official of the City, provided, however,
that the fact that such person is retained regularly by or
transacts business with the City shall not make such person an
employee within the meaning of this definition.

Interim Debt means any bond anticipation notes ot other
temporary borrowing which the City anticipates permanently
financing with Bonds or other long term indebtedness under this
Ordinance or otherwise.

Management Agreemsent means the Agreement dated
December 29, 1972 between the City and the Manager for the
management and operation of the Gas Works, as presently or
hereafter amended, or any successor agreement which may be

entered into by the City pertaining to the management of the
Gas Works.

Manager means Philadelphia Facilities Management
Corporation, currently managing the Gas Works pursuant to the
Management Agreement, or its successor or such other person,
corporation, board, commission or department of the City
which may be designated by the City to manage the Gas Works.

Mayor means the Mayor of the City.

Moody's means Moody's Investors Service, lInc., a
corporation organized and existing under the laws of the State
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of Delaware, its successors and assigns, and if such corporation
shall for any reason no longer perform the functions of a
securilies rating agency, "Moody's" shall be deemed to refer 1o
any other nationally recognized securities rating agency
designated by the City. Whenever rating categaories of Maoody's
are specified in this Ordinance, such categories shall be
irrespective of gradations.

Net Operating Expenses means Operating Expenses
exclusive of City Charges,

1975 Ordinance means the General Gas Works Revenue
Bond Ordinance of 1975, as amended.

Office of the Fiscal Agent means the corporate trust office
of the Fiscal Agent designated by the Fiscal Agent.

Operating Expenses means all costs and expenses of the
Gas Works necessary and appropriate to operate and maintain
the Gas Works in good operable condition during each Fiscal
Year, and shall include, without limitation, the Manager's fee,
salaries and wages, purchases of service by contract, costs of
materials, supplies and expendable equipment, maintenance
costs, costs of any property or the replacement thereof or for
any work or project, related to the Gas Works, which does not
have a probable useful life of at least five years, pension and
welfare plan and workmen’s compensation requiremenis,
provision for claims, refunds and uncollectible receivables and
for City Charges, all in accordance with geuerally accepted
municipal accounting principles consistently applied, but shail
exclude depreciation and interest and sinking fund charges.
Operating Expenses shall not include Unrelated Expenses.

Option Bond means any Bond which by its terms may be
tendered by and at the option of the Holder thereof for payment
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Outstanding hereunder and may be invested and reinvested on a
consolidated basis. The principal of and interest on and profits
(and tosses if any) realized on investments in the Sinking Fund
shall be allocated pro rata for the Series of Bonds or the specific
Bonds in respect of which such investtments were made without
distinction or priority, but moneys (and the investments thereof)
specifically deposited for the payment of any paricular
instaliment of principal, interest (including capitalized interest)
or premium in respect of particular Bonds shail be held and
applied exclusively to the payment of such particular principal,
interest or premium.

ARTICLE VII
INVESTMENT OF FUNDS

SECTION 7.01. Management of Funds and Accounts.
The moneys on deposit in the funds and accounts established
hereunder, 1o the extent not currently required, shall be
invested and secured as required by Section 9 of the Act, all at
the direction and under the management of the Director of
Finance.

SECTION 7.02. Investment of Funds and Accounts. All
moneys deposited in any fund or account established hereunder
or under any Supplemental Ordinance may be invested by the
Fiscal Agent, at the oral or written direction of the Director of
Finance, in any investments then permitted by law; provided
that any investments with respect to amounts on deposit in the
funds and accounts established hereunder shali mature or shali
be subject to redemption by the holder thereof upon demand at
par no later than the date when such amouats are needed for the
purposes of such funds or accounts.
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gross income for Federal income tax purposes of interest on the
Bonds the interest on whicl is intended to be so excluded, (2)
cach such Credit Facility permits the Fiscal Agent to make a
draw thercon up to the principal amount thereof if the Sinking
Fund Reserve is needed to cover a shortfzall in the Sinking Fund
and other moneys in the Sinking Fund Reserve are insufficient
and (3} cach such Credit Facility provides that a draw will be
made thereon to replenish the Sinking Fund Reserve on the
cxpiration thereof unless the City has otherwise made such
deposit to the Sinking Fund Reserve or has obtained another
Credit Facility meeting the requiremeats of this Section 6.04.

If, at any time and for any reason, the moneys in the
Sinking Fund, other than in the Sinking Fund Reserve, shall be
insuflicient to pay as and when due, the principal of, and
premium, if any, and interest on, any Bond or Bonds secured
by the Sinking Fund Reserve, the Sinking Fund Depositary is
hercby authorized and directed to withdraw from the Sinking
Fund Reserve and to draw on Credit Facilitics held for the
Sinking Fund Reserve and pay over to the Fiscal Agent the
amount of such deficiency. If by reason of such withdrawal
(including draws on any Credit Facilities held to satisfy the
Sinking Fund Reserve Requirement) or for any other reason
there shall be a deficiency in the Sinking Fund Reserve, the
City hereby covenants to restore such deficiency (either by a
deposit of funds or the reinstatement of the cash limits of Credit
Facilities) within twelve months. The Sinking Fund Reserve
shall be valued by the Sinking Fund Depositary promptly after
any withdrawal from the Sinking Fund Reserve ot any other
event indicating a possible deficiency in the Sinking Fund
Reserve and on August 31 of each Fiscal Year.

SECTION 6.05. Consolidated Fund. The Sinking Fund

shall be a consolidated [und for the equal and proportionate
benefit of the Holders of all Bonds from time to time
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by the City prior to its stated maturity date or the maturity date
of which may be extended by and at the option of the Holder
thereof.

Ordinance means this Ordinance, as from time to time
amended.

Original Value, with respect to a Series of Bonds issued
as Capital Appreciation Bonds, means the principal amount
paid by the initial purchasers thereof on the date of original
issuance.

Outstanding, when used with reference to the Bonds,
means, as of any particular date, all Bonds which have been
authenticated and delivered under this Ordinance, except:

(a) Bonds canceled after purchase in the open market or
because of payment ot redemption prior to maturity;

(b) Bonds for the payment or redemption of which
sufficient moneys shali have been theretofore deposited with the
Fiscal Agent (whether upon or prior lo the matlurity or
redemption date of any such Bonds), provided that, if such
Bonds are 1o be redeemed prior to the maturity thereof, notice
of such redemption shall have been given as provided in Section
5.02 or arrangements satisfactory to the Fiscal Agent shall have
been made therefor, or waiver of such nolice satisfactory in
form to the Fiscal Agent shall have been filed with the Fiscal
Agent; and

{c) Bonds in licu of which or in substitution for which
others have been authenticated and delivered under Section
3.04.

Bonds paid with the proceeds of any Credit Facility shall be
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Cutstanding undil the issuer of such Credit Facility has been
reimbursed for the amount of the payment or has presented the
Bonds for cancellation.

Philadelphia Home Rule Charter means the Philadelphia
Home Rule Charter, as amended or superseded by any new
home rule charter, adopted pursuant to authorization of the
First Class City Home Rule Act approved April 21, 1949, P L.
663, sec. | et seq. (53 P.S. 13101 et seq.).

Prior Obligations means the obligations of the Gas Works
io The Philadelphia Municipal Authority existing on the date of
adoption of this Ordinance.

Qualified Escrow Securities means funds which are
represented by (i) demand deposits, interest-bearing time
accounts, savings deposits or certificates of deposit, but only o
the extent such deposits or accounts are fully insured by the
Federal Deposit Insurance Corporation or any successor United
States governmental agency, or to the extent not insured, fully
secured and collateralized by Government Obligations having a
market value {exclusive of accrued interest) at all times at least
equal to the principal amount of such deposits or accounts, (ii)
if at the time permitted under the Act, obligations of any stale
or political subdivision thereof or any agency or instrumentality
of such state or political subdivision for which cash,
Government Obligations or a combination thereof have been
irrevocably pledged to or deposited in a segregated escrow
account for the payment when due of principai or redemption
price of and interest on such oblipations, and any such cash or
Government Obligations pledged and deposited are payable as
to principal or interest in such amounts and on such dates as
may be necessary without reinvestment to provide for the
payment when due of the principal or redemption price of and
interest on such obligations, and such eobligations are rated by
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in cash o the Fiscal Agent not fater than the due date thereofl
the full amount of the principal, interest on, and premium, il
any, payable upon redemption of, Bonds.

Any excess moneys in the Sinking Fund, including any
excess amount in the Sinking Fund Reserve, shall be transferred
to the operating accounts of the Gas Works.

SECTION 6.04. Sinking Fund Reserve. There is hereby
established a Sinking Fund Reserve which shall be held by the
Sinking Fund Depositary as part of the Sinking Fund but for
which a separate account shall be maintained. Unless otherwise
provided in the applicable Supplemental Ordinance in
compliance with this Section 6.04, the City shall, under
direction of the Director of Finance, deposit in the Sinking
Fund Reserve from the proceeds of sale of each Series of Bonds
issued hereunder and/or Gas Works Revenues -an amount
which, together with other amounts in the Sinking Fund
Reserve, will cause the amount in the Sinking Fund Reserve to
equal the Sinking Fund Reserve Requirement. The money and
investments (valued at market) in the Sinking Fund Reserve and
amounts which can be drawn under Credit Facilities held for
the Sinking Fund Reserve shall be held and maintained in an
amount equal to the Sinking Fund Reserve Requirement.

In lieu of a deposit to the Sinking Fund Reserve or in
substitution for amounts in the Sinking Fund Reserve, the City
may provide one or more letters of credit or other Credit
Facilities in the same aggregate amount issued by a provider or
providers whose credit facilities are such that bonds secured by
such credit facilities are rated in one of the three highest rating
calegories by Moody's or S&P, provided that (1) in the case of
a substitution for moneys in the Sinking Fund Reserve, an
opinion of Bond Counsel is delivered to the Fiscal Agent that
such substitution will not adversely affect the exclusion {rom
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use of moneys therein, Without limiting the generality of the
preceding sentence, moneys deposited in the Sinking Fund 10
pay the redemption price of particular Bonds shall be held in
scparate accounts and applied only for such redemption,

SECTION 6.02, Fiscal Agent. Such state or federally
chartered bank, bank and trust company or trust company as
may from time to time be appointed by the City in accordance
with law, shall act as Fiscal Agent in respect of ail Bonds
issued under this Ordinance or in respect of any particular
Series of Bonds. The Fiscal Agent shall also act as Sinking
Fund Depositary of the Sinking Fund and as paying agent and
registrar of the Bonds in respect of which it is the Fiscal Agent,
unless others are appointed in such capacities by the City.
Nothing in this Ordinance shall be construed to prevent the City
from engaging other or additional Fiscal Agents from time to
time or from engaging other or additional Sinking Fund
Depositaries, paying agents or registrars of the Bonds or any
Series thereof.

Subject to the foregoing, the proper officers of the City are
authorized to enter into contracts or Ilc confirm existing
agreements governing the maintenance of accounts and records,
the disposal of canceled Bonds, the rights, dutics, privileges
and immunities of the Fiscal Agent, and such other matters as
are authorized by the Act and as are customary and appropriate
and to confirm the agreement of the Fiscal Agent, in its scveral
capacities, to comply with the provisions of the Act and aof this
Ordinance.

SECTION 6.03. Paymenis From the Sinking Fund. The
Sinking Fund Depositary shall, on direction of the Director of
Finance, or if for any reason he should fail to give such
dircction, on the direction of the Fiscal Agent, liquidate
investments, if necessary, and pay over from the Sinking Fund
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any Rating Agency in the highest rating category assigned by
such Rating Agency lo obligations of the same type, or (iii)
noncallable Government Obligations. In each case such [unds
(i) are subject to withdrawal, mature or are payable at the
option of the holder at or prior to the dates needed for
disbursement, provided such deposits or accounts, whether
deposited by the City or by such depository, are insured or
secured as public deposits with securities having at afl times a
market value exclusive of accrued interest equal to the principal
amounk thereof, {ii) are irrevocably pledged for the payment of
such obligations and (iii) are sufficient, together with the
interest to the disbursement date payable with respect thereto, if
also pledged, to meet such obligations in full.

Qualified Swap or Swap Agreement means, with respect to
a Serics of Bonds or any portion thereof, any financial
arrangement that (i) is entered into by the City with an entity
that is a Qualified Swap Provider at the time the arrangement is
entered into; (ii) provides that (a) the City shall pay to such
entity an amount based on the interest accruing al a fixed rate
on an amount equal to the principal amount of the Qutstanding
Bonds of such Series or portion thereof, and that such entity
shall pay to the City an amount based on the interest accruing
on a principal amount initially equal to the same principai
amount of such Bonds, at either a variable rate of interest or a
fixed rate of interest computed according to a formula set forth
in such arrangement {which need not be the same as the actual
rate of interest borne by the Bonds) or that one shall pay to the
other amy net amount due under such arrangement or (b) the
City shall pay to such entity an amount based on the inlcrest
accruing on the principal amount of the Qutstanding Bonds of
such Series or portion thereof at a variable rate of interest as sct
forth in the arrangement and that such entity shall pay to the
City an amount based on interest accruing on a principal
amount equal 1o the same principal amount of such Bonds at a

LEGISTAR Form cc.r -13- Printed May 11, 1998




] ® ® -

City of Philadelphia

Bill No. 980232 Ceriified Copy
variable rate of interest or a fixed rate of interest computed
according to a formula set forth in such arrangement (which
need not be the same as the actual rate of interest borne by the
Bonds) or that one shall pay to the other any net amount due
under such arrangement; and (iii) which has been designated in
writing to the Fiscal Agent by the City as a Qualified Swap with
respect to such Bonds,

Qualified Swap Provider means, with respect to a Series of
Bonds, an entity whose senior long term debt obligations, other
senior unsecured long term obligations or claims paying ability,
or whose payment obligations under a Qualified Swap are
puaranteed by an entity whose senmior long term  debt
obligations, other senior unsecured long iterm obligations or
claims paying ability, are rated (at the time the subject Qualified
Swap is entered inio) at least as high as Aa by Moody's and AA
by S&P, or the equivalent thereof by any successor thereto.

Rate Covenant means the rate covenant contained in
subsection (b) of Section 4.03.

Rating Agency means Moody’s, S&P or Fitch, to the extent
that any of such rating services have issued a credit rating on
any of the Qutstanding Bonds or, upon discontinuance af any of
such rating services, such other nationally recognized rating
service or services if any such rating service has issued a credit
rating on any of the Cutstanding Bonds.

Rebate Amount means the amount with respect to a Series
of Bonds which is required to be paid to the United States of
America, as of any computation date, in compliance with the
restrictions imposed by Section 148(f) of the Code.

S & P means Standard & Poor's Ratings Services, a
corporation organized and existing under the laws of the State
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same Series and maturity as the unredeemed portion of the
Bond or Bonds so presented.

ARTICLE VI

SINKING FUND

SECTION 6.01. Establishment and Investment of
Sinking Fund. There is hereby established a sinking fund to be
known as the City of Philadelphia 1998 Ordinance Gas Works
Revenue Bond Sinking Fund (referred to in this Ordinance as
the "Sinking Fund") for the benefit and security of the Holders
of all Bonds. The Sinking Fund shall be held in the name of the
City in an account or accounts separate and apart from.all other
accounts of the City and payments therefrom shall be made only
as hereinafter in this Ordinance provided. )

The City covenants and the Director of Finance is directed
10 deposit in, and there is hereby appropriated to, the Sinking
Fund from the Gas Works Revenues in each Fiscal Year such
amounts as will, together with interest and profits carned and 1o
be earned on invesiments held therein, be sufficient 1o
accumulate therein (exclusive of the amount in the Sinking
Fund Reserve), on or before each interest and principal
payment date of the Bonds, the amounts required 1o pay the
principal of and (he interest on the Bonds then becoming due
and payable. Payment into the Sinking Fund shall be scheduied
at such times and in such amounls in relation to the receipt of
revenues and the operation and maintenance requirements of the
Gas Works as the Director of Finance shall determine,

The Fiscal Agent shall establish such accounts in 1he
Sinking Fund as it deems appropriate to identify the source or
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Fiscal Agent shall mail a similar notice to The Bond Buyer and
cach Rating Agency then maintaining a rating on such Bonds,
but failure 10 mail any such notice referred to in this paragraph
or any defect in such mailed notice or in the mailing thereof
shail not affect the validity of the redemption notice.

MNot more than sixty (60) days following the applicable
redemption date, a further notice shall be mailed as provided
above to the Bondholders of any Bonds calied for redemption
and not then presented for payment containing substantially the
same information set forth above.

SECTION 5.03. Effcct of Redemption; Payment. Notice
having been given in the manner hereinbefore provided in this
Article V or irrevocable instructions to give such notice having
been delivered to the Fiscal Agent to pay said Bonds or
portions thereof, and funds complying with the provisions of
subparagraph (1) of Section 10 of the Act having been deposiled
in trust with the Fiscal Agent or having been set aside with the
Sinking Fund Depositary in a special account in the Sinking
Fund, on or prior to the date fixed for redemption, the Bonds or
portions thereof so called for redemption, shall become due and
payable on the redemption date so designated, and interest on
such Bonds or portions thereof shall cease from such
redemption date, whether such Bonds be presented for
redemption or not. The principal amount of all Bonds or
portions thercof so called for redemption, together with the
premium, if any, and accrued interest thercon, shall be paid by
the Fiscal Agent, upon presentation and surrender thereof.

SECTION 5.04. Partial Redemption. Upon presentation
of any Bond which is to be redcemed in part only, the City and
the Fiscal Agent shall execute and deliver to the Holder thereof,
at lhe expense.of the City, a new Bond or Bonds of authorized
denominations in aggregale principal amount equal 10 and of the
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of New York, its successors and assigns, and il such
corporation shall for any reason no longer perfoim the
functions of a securities rating agency, "S&P" shall be deemed
to refer to any other nationaily recognized securities rating
agency designaled by the City. Whenever rating categories of
S&P are specified in this Ordinance, such categories shall be
irrespective of gradations within a category.

Senior Bonds means Bonds which shall be first in right of
payment and as to which the coverage requirement under the
Rate Covenant shall be [50%.

Scries, when applied to Bonds, means collectively all of
the Bonds of a given issue auwthorized by Supplemental
Ordinance as provided in Article IV hereof and may also mean,
if appropriate, a subseries of any such issue if, for any reason,
the City should determine to divide any such issue into one or
more subseries of Bonds.

Sinking Fund means the 1998 Ordinance Gas Works
Revenue Bond Sinking Fund established by Section 6.01.

Sinking Fund Depositary means the Fiscal Agent or any
other bank, bank and trust company or trust company appointed
as such by the City.

Sinking Fund Reserve means the Sinking Fund Reserve
established by Section 6.04.

Sinking Fund Reserve Requirement means, with respect to
all Bonds secured by the Sinking Fund Reserve, an amount
equal 1o the greatest amount of Debt Service Requirements
payable in any Fiscal Year (except that such Debt Service
Requirements will be computed as if any Qualified Swap did
not exist and the Debt Service Requirements attributable to any
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Variable Rate Bonds may be based upon the fixed rate of
interest as set forth in the Supplemental Ordinance for such
Bonds), determined as of any particular date.

Subordinate Bonds means those Bonds which shall be
subordinate in right of payment to Senior Bonds and as to
which the coverage requirement under the Rate Covenant shall
be 100%.

Supplemental Ordinance means an ordinance supplemental
hereto enacted pursuant to the Act and this Ordinance by the
Council of the City authorizing the issuance of a Series of
Bonds.

Uncertificated Bond means any Bond which is fuily
registered as a to principal and interest and which is not
represented by an instrument.

Unrelated Expenses means expenses unrelated 1o the
supply, manufacture, storage and distribution of gas or assets
refated thereto.

Variable Rate Bond means any Bond, the rate of interest on
which is subject to change prior to malurity and cannot be
determined in advance of such change.

SECTION 2.02. Interpretation. All references in this
Ordinance to articles, sections and other sub-divisions are to the
designated articles, sections or other sub-divisions of this
Ordinance as from time to time amended. The words "herein,”
"hereof,” "hereby™ and "hereunder” and other words of similar
import tefer to this Ordinance as a whole and notl to any
particular article, section or other subdivision.

SECTION 2.03. Descriptive Headings., The descriptive
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Office of the Fiscal Agent, and that Trom and after such date,
interest thereon shall cease to accrue; provided, however, that
the HMHolders of any Bonds being redeemed may [ile written
waivers of notice with the Fiscal Agent, and if so waived, such
Bonds may be redeemed and ail rights and lhabilities of said
Holders shall mature and accrue on the date set for such
redemption without the requirement of writlen notice. [f a
notice is given with respect (o an optional redemption prior to
moneys for such redemption being deposited witl the Fiscal
Agent, such notice shall be conditioned upon the deposit of
moneys with the Fiscal Agent on or before the date fixed for
redemption and such notice shall be of no effect unless such
moneys are so deposited.

The notices required to be given by this Section.5.02 shall
state that no representation is made as to correctness or
accuracy of the CUSIP numbers listed in such notice or stated
on the Bends.

The notice to Bondholders shall be deposited by the Fiscal
Agent in the United States mail, first-class postage_ prepaid, at
least thirty (30} days, but not more than sixty (60) days, unless
otherwise provided with respect to any Series of Bonds in the
Supplemental Ordinance authorizing such Series of Bonds,
prior 1o the redemption date, addressed to the Holders of Bonds
called for redemption at the addresses appearing in the Bond
Register. Any notice of redemption mailed in accordance with
the requirements set forth herein shall be conclusively
presumed to have been duly given, whether or not such notice
is actually received by the Bondholders. No defect in the notice
with respect to any Bond {whether in the form of notice or the
mailing thereof) shall affect the validity of the redemption
proceedings for any other Bonds,

When notice of redemption is mailed to Bondholders, the
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specified in the Bonds or the pertinent Supplemental Qrdinance,
Bonds subject to optional redemption may be redecmed in such
order of maturity as specified by the Director of Finance and
within a maturity by lot. Whenever Bonds to be redeemed are
required to be selected by lot, the Fiscal Agent shall be
authorized to draw by lot the numbers of the Bonds to be
redeemmed in any manner deemed reasonable by the Fiscal
Agent. In the case of a Bond of a denomination greater than the
minimum authorized denomination, the Fiscal Agent shall treat
such Bond as representing such number of separate Bonds as is
obtained by dividing the actual principal amount of such Bond
by the minimum authorized denomination.

SECTION 5.02. Notice of Redemption. Unless otherwise
provided by Supplemental Ordinance, when the City shall
determine to redeem Bonds, upon prior written notice to the
Fiscal Agent of the redemption date and the principal amount of
Bonds to be redeemed, or whenever the Fiscal Agent shall be
required to redeem Bonds from moneys in the Sinking Fund
without action on the part of the City, the Fiscal Agent, at the
City's expense, shall cause a notice of redemption to be mailed
to the Holders of the Bonds being redecmed. Such notice shall
specify (i) the complete official name of the Series of Bonds
heing redeemed; (ii) if less than all then Qutstanding Bonds of a
Series are to be redeemed, the numbers, including CUSIP
numbers if applicable, of the Bonds o be redeemed, which
may, if appropriate, be expressed in designated blocks of
numbers, (iii) the date of issue of each Bond being redeemed as
originally issued, (iv) the rate of interest borne by each Bond
being redeemed, (v} the maturity date of each Bond being
redecined and (vi} any other descriptive information considered
appropriate by the City to accurately identify the Bonds being
redeemed. Such notice shall also state the redemption price and
the date fixed for redemption, that on such date the Bonds
called Tor redemption will be due and become payable at the
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headings of the several articles and sections of this Ordinance
are inserted for convenience only and shall not control or allect
the meaning or construction of any of its provisions.

SECTION 2.04. Severability. In case any one or more of
the provisions contained in this Ordinance or in any Bond
issued pursuant hereto shall for any reason be held to be
invalid, illegal or unenforceable in any respect, such invalidity,
illegality or unenforceability shall not affect any other
provisions of this Ordinance or of said Bonds, and this
Ordinance or said Bonds shall be construed and enforced as if

such invalid, illegal or unenforceable provisions had never been
contained therein.

ARTICLE [l
CONCERNING THE BONDS

SECTION 3.01. Forms Generally. All Bonds shall be in
substantially the form set forth in this Axticle II1, with such
appropriate insertions, omissions, substitutions and other
variations, including, without limitation, provisions for optional
and mandatory redemption, variable interest rates, capital
appreciation, book entry and coupen form, as are required or
permitted by this Ordinance or any Supplemental Ordinance,
and may be designated as of such Series by date, number, leiter
or otherwise and may also have such individual letters,
identifying numbers or other marks, legends or endorsements
placed thereon, as may, consistently with this Ordinance and
the Act, be determined by a Supplemental Ordinance or by the
Director of Finance. The Supplemental Ordinance or the
Birector of Finance shall also determine whether or not a Series
of Bonds is to be issucd in a manner whereby interest thereon
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will be excluded from gross income for Federal income tax
purposes and whether or not a Series of Bonds is 1o be secured
by the Sinking Fund Reserve. The Bonds may also have
printed thereon or on the reverse thereol the text of an
approving legal opinion with respect thereto and an appropriate
certificate as to its correspondence with an executed counterpart
may be included on the face or on the reverse of the Bonds. A
statement of bond insurance applicable to any Bonds may also
be printed on such Bonds. Any portion of the text of any Bond
may be set forth on the reverse thereof with an appropriate
reference on the face of the Bond.

SECTION 3.02. Form of Fully Registered Bond. Bonds
shall be subsiantially in the following form, subject 1o
modification as provided in Section 3.01:

(Form of Fully Registered Bond)
No. R- $

UNITED STATES OF AMERICA

COMMONWEALTH OF PENNSYLVANIA

CITY OF PHILADELPHIA GAS WORKS REVENUE

BOND
(1998 General Ordinance) Series of

Interest Maturity Dated

Rate Date Date CUSIP
REGISTERED OWNER:
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issuance of revenue refunding bonds pursuant to Section 10 of
the Act, in the absence of specific difection or inconsistent
authorization contained in the Supplemental Ordinance, the
Director of Finance is hereby authorized in the name and on
behal{ of the City 1o take all such action, ncheding the
irrevocable pledge of proceeds and the income and prolit from
the investment thereof for the payment and redemption of the
funded or refunded bonds or notes and, if a Qualified Swap or
Exchange Agreement has been provided with respect to'Bonds
to be refunded, provision for the payment of all amounts due
and payable by the City to the provider of such Qualified Swap
or Exchange Agreement upon the refunding of such Bonds and
the mailing of all required redemption notices or the giving of
irrevocable instructions therefor, as may be necessary or
appropriate to accomplish the funding or refunding and to
comply with the requirements of Section 10 of the Act.

ARTICLE V
REDEMPTION OF BONDS

SECTION 5.01. General Provisions for Redemption.
Bonds issued hereunder shall be subject to redemption at such
times, in such order, at such redemption prices, upon such
notice, unless waived, and upon such terms and conditions as
may be expressed in the particular Bonds, or, as the case may
be, in the pertinent Supplemental Ordinance. Notwithstanding
or in limitation of the foregoing, a Suppilemental Ordinance for
a Series of Bonds may contain provisions for optional
redemption of such Series of Bonds which may be retained by
the City as a call option or may be held by the City or sold
simultaneously with such Series of Bonds or at future dates as
determined by such Supplemental Qrdinance. Unless otherwise
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Bonds so authorized, to receipt for the purchase price thercol

and to execute and deliver on behalf of the City the usual
closing statements, affidavits and certificates,

The Director of Finance, the City Solicitor, the City
Controller and such other officers of the City as may be
appropriate are authorized, in connection with the issuance of
any Scries of Bonds hereunder, to prepare, execute and file on
behalf of the City such statements, documents or other material
as may accurately and properly reflect the financial condition of
the City or other matters relevant to the issuance or payment of
such Bonds and as may be required or appropriate to comply
with applicable state or federal laws or regulations.

Uniess otherwise provided in the Supplemental Ordinance,
the proceeds of sale of all Bonds issued hereunder shall be
deposited in the consolidated cash account of the City to the
credit of the capital improvement funds and shall be disbursed
therefrom, in accordance with established procedures, for the
costs of the project or projects (as such term is defined in the
Act) for which the Bonds were issued; provided, however, that,
if such Bonds shall be issued for the purpose of funding or
reflunding bonds or notes previously issued by the City, such
proceeds shail, unless otherwise directed by the Supplemental
Ordinance, be deposited in a special account in the Sinking
Fund and deposited, invested (if appropriate} and disbursed
under the direction of the Director of Finance for the purpose
of retiring the bonds or notes being funded or refunded, and
provided further that proceeds of the sale of any Series of
Bonds representing capitalized interest on such Series of Bonds
shall be deposited in a separate account in the Sinking Fund and
applied, together with any profit from investment thereof, only
to pay interest on such Series of Bonds.,

If the City shall, by Supplemental Ordinance, authorize the
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City of Philadelphia

Bil No. 980232 Certified Copy
PRINCIPAL AMOUNT; DOLLARS

The City of Philadefphia, Pennsylvania (the "City"), for
value received, hereby promises to pay, but only out of Pledged
Amounts (as hereinafter defined), to the Registered Owner
identified above or registered assigns (the "Holder"), on the
Maturity Date identified above, upon the presentation and
surrender hereof, the Principal Amount identified above and to
pay (but only cut of the Pledged Amounts) interest on said
Principal Amount at the annual rate specified above, from the
most recent Interest Payment Date (as hereinafter defined) to
which interest has been paid or duly provided for, or, if no
interest has been paid, from .
on and
in each year {each an "Interest Payment Date"), commencing

, until payment of the principal sum shall have been
made or provided for.

The principal of this Bond, upon maturity or redemption, is
payable at the Principal Office of , OF il§ successor,
as Fiscal Agent (the "Fiscal Agent”). Interest on this Bond will
be paid by the Fiscal Agent on cach Interest Payment Date by
check or draft maiied to the person in whose name this Bond is
registered on the registration books of the City (the "Bond
Register”) maintained by the Fiscal Agent and at the address
appearing thereon on the [last] [fifteenth] day of the month
preceding such Interest Payment Date (the "Record Date™) or in
lieu thereof, if so requested in a written notice provided to the
Fiscal Agent not less than ten (10) days prior to the relevant
Interest Payment Date by a Bondholder of $1,000,000 or more
in aggregate principal amount of Bonds, by wire transfer to an
account in a bank located in the United States designated by
such Bondholder. Any such interest not so timely paid or duly
provided for shall cease to be payable to the person who is the
registered owner hereof as of the Record Date and shall be
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