, BIA Municipal Bond Investors Assurance Corporation
Armonk, New York 10504 )
Policy No. 15240

i Mdpﬂ Bond Investors Assurance Corporation {the "Insurer™), in consideration of the pavment of the premium and subject to the terms of this
s 1 hereby unconditionally and irrevocably guarantees 1o any owner, as hereinafter defined, of the following described obligations, the full and
3 mw paviment required to be made by or on bck}alfof(he Isafer o the corporate trust department of First Fidelity
& Gank, National Assocciation, Philadelphia, Pennsylvania
- its successor (the "Paying Agent") of an amount equal to (i) the principal of (either at the staied maturity or by any advancement of mamrity
*:: F’“ﬂm 1o a mandatory sinking fund payment) and interest on, the Obligations (as that term is defined below) as such payments shall become due but
ghall not be 0 paid (except that in the event of any acceleration of the due date of such principal by reason of nwnda!oly.or.optional redemption or
3 p;daaiiﬂn resuling from default or othenwise, other than any advancernent of maturity pursuant 1o a mandatory sinking fund pomyment, the
gaymenis guaranteed hereby shall be made in such amounts and at such times as such pavments of principal would have been due had thcrg not been
'] ' w quch acceleration), and (if) the reimbursement of any such payment which is subsequenty recovered from any owner pursuant to a final udgrnent
W.a cowrt of competent jurisdiction that such payment constitutes an avoidable preference to such owrer within the meaning of any applicable
;. pnkrupicy law. The amounts referred to in clauses (i) and (i) of the preceding sentence shall be referred to herein collectvely as the "Insured

" amounts.” "Obligations" shall mean:

$59,875,000
City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Fifteenth Series
1 (Subseries 2)
" by 1 T N
K- Upon receipt of telephonic orsltéggegplia%[ujg g'c%sno%‘élce s ucsr'xﬁy lcdnﬁ}r?xgzé mtxi\}rfl?nlﬁgol} r%é_ln_%gn% orl&ngl?cg ?I?E.LL or upon receipt of
F written notice by registered or certified mail, by the Insurer from the Paying Agent or any owner of an Obligation the payment of an Insured Amount
f- for which: is then due, that such required payment has ot been made, the Insurer on the due date of such paymient or within one business day afler
. rezipt of natice of such nonpayment, whichever is later, will make a deposit of funds, in ar account with State Sureet Bank and Trust Compary, N.A..
- in New York, New York. or its successor, sufficient for the payment of any such Insured Amounts which 2re then due. Upon presentment and
" sorender of such Obligations or presentment of such other proof of ownership of the Obligations, together with any appropriale instruments of
E* assigninent to evidence the assignment of the Insured Amounts due on the Obligatious as are paid by the Insurer, and appropriate instruments to effect
& the appointment of the Insurer as agent for such owners of the Cbligations in any legal procesding reiated (o payment of Insured Amounis on the
g Obligations, such instruments being in a form satisfactory 1o State Street Bank and Trust Company, N.A., State Street Bank and Trust Company, N.A.
A' shall disburse 10 such owners, or the Paying Agent payment of the Insured Amounts due on such Qbligations, less any amount held by the Paying
! Agent for the payment of such Insured Amounts and legally available therefor. This palicy does nof insure against loss of any prepayment premiwm
* which mav at any ime be payable with respect to any Obligation.

= Asused herein, (he werm “owner” shall mean the registered owner of any Obligation as indicated in the books maintained by the Paying Agent, the
g Isu:r or anv designee of Uie Issuer for such purpose. The term owner shall not include the Issuer or any party whose agreement with the Issuer
b oonsututes the underiving security for the Obligations.

: Any service of process on (e insurer may be made to Ue Insurer at its offices located at 113 King Street, Artnonk, New York 10504 and such service
 oproccss shall be valid and binding,

g Fuus Oicl,j“q"is non-cancelable for any reasoin The premium on this poticy is not refundable for any reason including the payment prior to maturity of
: gations. :

o ,f: JWI'I'NESS WHEREQF, the Lnsurer has caused this policy o be executed in facsimile on its behalf by its duly authorized officers, this 27 thday
anuary, 1994 | but this policy shall not be valid unless countersigned by an authorized resident licensed agent of the Insurer,

[

' : MUNICIPAL BOND INVESTORS

. COUNTERSIGNED: ASSURANCE CORPORATION
.f- < .. - "
Resideny Licensed Agent President -
é"\;'lQ_A_Sj_m_, PA Anﬂ%—'—&—w)}/} . ﬁj—j\
® ‘Stlau: Assistant Secretary

STORMS PA.S
sy




Municipal Bond Investors
Assurance Corporation

113 King Street
Armonk, NY 10504
914 273 4545

January 27, 1994

the corporate trust department of First Fidelity Bank, National Association
Philadelphia, Pennsylvania

$59,875,000
City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Fifteenth Series
{Subseries 2}
(Insured Maturities due August 1, 1996 through August 1, 2005)

Gentlemen:

In connection with the above-described obligations (the "Obligations") of which you are
acting as paying agent (the “Paying Agent"), please be advised that the payment to you of
principal of and interest on the Qbligations has been guaranteed by a policy of financial
guaranty insurance (the "Policy”) issued by the Municipal Bond Investors Assurance
Corporation {the "Insurer"). State Street Bank and Trust Company, N.A., New York, New
York, (the "Fiscal Agent”) is acting as the fiscal agent for the Insurer.

The Policy unconditionally and irmmevocably ‘guarantees to any owner or holder of the
Obligations or, if applicable, of the coupons appertaining thereto (the "Owner™), the full and
complete payment required to be made by or on behalf of the issuer of the Obligations (the
"Issuer™) to the Paying Agent or its successor of an amount equal to (i) the principal of
(either at the stated maturity or by any advancement of maturity pursuant to a mandatory
sinking fund payment) and interest on, the Obligations as such payments shall become due
but shall not be so paid (except that in the event of any acceleration of the due date of such
principal by reason of mandatory or optonal redemption or acceleration resulting from
default or otherwise, other than any advancement of maturity pursuant to a mandatory
sinking fund payment, the payments guaranteed by the Policy shall be made in such
amounts and at such times as such payments of principal would have been due had there
not been any such acceleration); and (ii) the reimbursement of any such payment which is
subsequently recovered from any Owner pursuant to a final judgment by a court of
competent jurisdiction that such payment constitutes an avoidable preference (a
"Preference") to the Owner within the meaning-of any applicable bankruptey law. The
amounts referred 1o in clauses (i) and (u) of the preceding sentence are referred to
collectively in this letter as the "Insured Amounts."

The Policy does not insure against loss of any prepayment premiwn which may at any time
be payable with respect to any Obligations. The Policy does not, under any circumstance,
insure against loss relating to: (i) optional or mandatory redemptions (other than mandatory
sinking fund redemptions); (i) any payments to be made on an accelerated basis; (i)
payments of the purchase price of Obligations upon tender by an Owner thereof; or (iv) any
Preference relating to (i) through (iii) above.
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In the event that the [ssuer does not make full and complete payment when due of the principal of
and interest on the Obligations, please immediately notify, by telephone or telegraph, the Insurer,
113 King Street, Ammonk, New York, 10504, (914) 2734545, On the due date or within one
business day after receipt of such notice, whichever is later, the Insurer will deposit funds with the
Fiscal Agent sufficient to pay the Obligations (or, if applicable, coupons appertaining thereto) then
due. Upon presentment and surrender of such Obligations (or, if applicable, coupons) or
presentment of such other proof of ownership of Obligations together with any appropriate
instruments of assignment to evidence the assignment of the Insured Amounts due on the
Obligations as are paid by the Insurer, and appropriate instruments to effect the appointment of the
Insurer as agent for the Owners in any legal proceeding related to payment of Insured Amounts on
the Obligations (or, if applicable, coupons), such instruments being in a form satisfactory to the
Fiscal Agent, shall disburse to you payment of the Insured Amounts due on such Obligations {and,
if applicable, coupons), less any amount held by you for the payment of such Insured Amounts and
legally available therefor.

Forms of such instrurnents of assignment and instruments to effect the appointment of the Insurer
as such agent for the Owners (collectively, the "Claim Documents"), which are currently
acceptable to the Fiscal Agent arid the Insurer, are on file with the Fiscal Agent. The Insurer may,
from time to timne, file revised forms of Claim Documents with the Fiscal Agent in substitution for
the forrns previously filed with the Fiscal Agent, and upon such filing, the revised forms shall
supersede all forms of Claim Documents previously filed with the Fiscal Agent, except as
otherwise directed by the Insurer in writing.

In the event that you shall have prior knowledge of an impending failure by the Issuer to make
payment on the Obligations (or, if applicable, coupons) when due, please immediately notify the
Insurer so that it will be possible to have funds available for you on the due date to make payments
against surrendered Obligations (and, if applicable, coupons).

Your cooperation in this matter will be most appreciated and will make it possible for the Owners
of Obligations guaranteed by the Insurer to be assured of all payments when due.

Very truly yours,

gw AR . <1 DU

David H, Elliott
President

[




OFFICIAL STATEMENT CERTIFICATE OF
MUNICIPAL BUND INVESTORS ASSURANCE CORPORATION

I, Lisa A. Wilson, Assistant Secretary of Municipal Bond Investors
Assurance Corporation, deo hereby certify that the information concerning
Municipal Bond Investors Assurance Corporation and its policies as set forth
in the Official Statement dated January 20, 1994 under the caption "Bond
Insurance” regarding the $183,880,000 City of Philadelphia, Pennsylvania, Gas
Works Revenue Bonds, Fifteenth Series. is accurate.

IN WITNESS WHEREOF, I heveunto set my hand and deliver this Certificate
on this 27th day of January. 1994.

Assistant Secrstary




113 King Street
Armonk, NY 10504
914 273 4545

January 27, 1994

City of Philadelphia, Pennsylvania
1650 Arch Street, Room 1760
Philadelphia, Pennsylvania

Paine Webber Incorporated
1285 Avenue of the Americas, 10th Floor
New York, New York 10019

$59,875,000
City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Fifteenth Series
(Subsenies 2}
(Insured Maturities due August 1, 1996 through August 1, 2005)

, Ladies and Gentlemen:

I am Assistant General Counsel of the Municipal Bond Investors Assurance
Corporation, a New York corporation (the "Corporation"), and have acted as
counsel to the Corporation in connection with the issuance of Financial Guaranty
Insurance Policy No. 15240 (the "Policy") relating to $59,875,000 City of
Philadelphia, Pennsylvania Gas Works Revenue Bonds, Fifteenth Series,
(Subseries 2), (Insured Maturities due August 1, 1996 through August 1, 2005).

In so acting, 1 have examined a copy of the Policy and such other relevant
documents as I have deemed necessary.

Based upon the foregoing, I am of the following opinion:

1. The Corporation is a stock insurance corporation, duly incorporated and
validly existing under the laws of the State of New York and is licensed and
authorized to issue the Policy under the laws of the State of New York and the

State of Pennsylvania.

2. The Policy has been duly executed and is a valid and binding obligation of the
Corporation enforceable in accordance with its terms except that the enforcement
of the Policy may be limited by laws relating to bankruptcy, insolvency,
reorganization, moratorium, receivership and other similar laws affecting creditors'
rights generally and by general principles of equity (regardless of whether such
enforceability is considered in a proceeding in equity or at law).

Very truly yours,

/I W . &K
Pauline M. Cullen
Assistant General Counsel




In the opinion of Co-Band Counsel, assuming continuing compliance with covenants pertaining to provisions of the Internat Revenue Code
of (986, as amended (the “Code”) and subject to certain provisions of the Code which are described herein, under aws, regulations,
rulings and judicial decisions existing on the date of the original delivery of the Fiftecnth Series Bonds, interest received by a holder
of the Fifteenth Senes Bonds will be ¢xcludable from gross income for federal income wx purposes, and will not be treated as a
prefcrence item for purposcs of the alternative minimum tax imposed by Section 55 of the Code. However, interest on the
Fifteenth Series Bonds may become taxable rewoactively if cerain requirements relating 1o arbitrage and arbitrage rebare
under Section 148 of the Code are not complied with. For cerain corporate holders, interest on the Fifteenth Series
Bonds will be aken into account in the caleulation of such holders' alternative minimum tex liability and may be
subjeet 1o the Environmenta) Tax imposed by Secrion 59A of the Code. Under the laws of the Commonwealth
of Pennsylvania, as enacted and construed on the date of eriginal delivery of the Fifteenth Serics Bonds, the
Fifteenth Senes Bonds and income thereon {including any profits made on the sale thereof, if the Fif-
teenth Series Bonds arc issued prior to Fcbruary 1, 1994} are €xempt from personal property taxés in
Pcnnsyivama the Pennsylvania personal income tax and the Pcnnsylvania corporale net income
tax. See “TAX MATTERS" for a descripzion of certain other provisions of the Code that may

affect the federal tax treatment of interest on the Fifteenth Serics Bonds.

NEW ISSUE/‘BOOK-ENTRY ONLY Ratings: (See “Ratings”, herein}
§183,880,000

City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Fifteenth Se)rxes

Dated: January 1, 1994 Due: August 1, as shown on inside front caver

The Fifteenth Series Bonds are issuable ag fully regisrered bonds marturing in the aggregate principal amounts and bearing interest at the
rates sct forth hercin. The Fifteenth Series Bonds, when issued, will be registered in the name of Phr)adcp & Co., as registered owner and
nominee of the Philadelphia Depository Trust Company. Philadciphia, Pcnnsylvama (“PHILADEP™), PHIL:\DEP will act as securities
depository for the Fifteenth Series Bonds. Purchases of the beneficial ownership interests in the Fifteenth Series Bonds will be made in
book-entry-only form. Purchasers will not receive certificates representing their ownership interests in Fifteenth Series Bonds purchased. So
long as Philadep & Ca. is the owner of the Fifteenth Serics Bonds, a5 nomince of PHILADEP, refercnces herein 1o the regisiered owners
shall mean Philadep & Co., as aforesaid, and shall not mean che beneficial owners of che Bonds See “DESCRIPTION OF THE FIF-

TEENTH SERIES BONDS — Book- Entry Only Syseem.”

The principal and redemption pricc of the Fifteenth Scries Bonds are payable at the principai corporate trust office of First Fidelicy Bank,
N.A., Pennsylvania, Philadelphia, Pennsylvania, Fiscal Agent and Sinking Fund Depository, ac the nmes and in the
amounts set forth berein, Interest is payable initially on Avgust !, 1994 and thereafter semiannually on each February 1 and August 1
by check mailed by the Fiscal Agent to the persons in whose names the Fifteenth Series Bonds are registered on the 15th day preceding
each interest payment dace. So long as PHILADEP or its nominee. Philadep & Co., is the registered owner of the Fifteenth Series Bonds,
such payments will be made directly to such bondholder. Disbursements of such paymenis to the PHILADEP Panicipants (as defined
herein) is the responsibility of PHILADEP, and disbursements of such payments to the acteal purchasers is che responsibility of the
PHILADEP Participants, as more fully described herein. The Fifteenth Series Bonds are subject to redemption prior to maturity as
described herein under the heading “DESCRIPTION OF THE FIFTEENTH SERIES BONDS."

THE FIFTEENTH SERIES BONDS DO NOT PLEDGE THE CREDIT OR TAXING POWER OF THE CITY OF PHILADEL.-
PHIA OR CREATE ANY DEBT OR CHARGE AGAINST THE TAX OR GENERAL REVENUES OF THE CITY OR CREATE A
LIEN AGAINST ANY CITY PROPERTY, OTHER THAN CERTAIN REVENUES AND FUNDS OF THE PHILADELPHIA GAS
WORKS REFERRED TO HEREIN. .

Payment of principal of and inserest on certain of the Fifreanth Series Bonds will be insured. See inside front cover.

Proceeds of the Fifteenth Serics Bonds are being used t (i) finance a portion of the Philadelphia Gas Works' capital improvements program
which includes additions and improvemenes o gas supply plants and the distribution system, (i) refund certain of the Ciry's outstanding Gas
Works Revenue Bonds and (iii} pay costs of issuing the Fifteenth Serics Bonds.

This cover page contains cerain information for quick reference only. It is not a summary of this issue. [nvestors must read the entire
Official Statement to obuin information essential to the making of an informed investment decision.

The Fiftcenth Series Bonds are being offered when, as and if issued and accepted by the Underwriters, subject to prior sale, withdrawal, or
maodification of the offer without notice, and subject to the approval as to the legality of the issuance of the Fifteenth Series Bonds b
Cohen, Shapiro, Polisher, Shickman and Cohen and Andre C. Dasear, P.C.. Co-Bond Counscl, both of Philadelphia, Pennsylva
Certain legal macters will bé passed upon for the Underwriters by Drinker Biddle & Reath and Frank Canry, Esquire, boc
Philadelphia, Pennsylvania. Cermain legal matters will be passed upon For the City by the Office of the Ciry Solicitor.

legal matters will be passcd apon for the Philadelphiz Gas Works by Obcrmcycr. Rcbmann, Maxwell & Hlppcl D

PaineWebber Incorporated ‘
Donaldson, Lufkin & Jenrette Lazard Frer

Securities Corpqration
Chemical Securities, Inc. INNOVA Securi
W.R. Lazard, Laidlaw & Mead, Inc. Legg Mason Wood Wa]ker Inc.

William E. Simon & Sons .

Municipal Securities

The date of this Official Statement is January 20, 1994



$41,135,000
City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Fifteenth Series |
(Subseries 1) g
Payment of the principal of and interest on the Fifteenth Serics Bonds (Subserics [} when due, will be insured by a municipal bond E

insurance policy w0 be issued by AMBAC Indemnity Corposation simuliancously with the delivery of the Fifteenth Serics Bonds,
Subseries 1.

I —
Maturity ity Interest
(Angust))  Amount  Ree®  Yied (Augoet 1 2 - Amount Rate Yield -
1995 $ 885,000 3.00%  3.00% 2003 $ 375.000 460 % 4.65% :
199 440,000 3,40 3,40 2004 415,000 4.625 473
1967 1,395,000 3.70 3.75 2005 365,000 4.75 4.85 !
1998 3,070,000 3,90 400 2006 705,000 4.875 455
1999 4.170,000 410 420 2007 670,000 4.875 505
2000 4,490,000 4.25 435 2008 $85,000 4875 510
2001 4,425,000 440 450 2009 905,000 4875 515
2002 3,005,000 4150 4.60 2010 9,725,000 4875 525

$5,210,000 5.00% Term Bonds due August 1, 2015, Priced to Yield 5.40%

-

$59,875,000
City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Fifteenth Series
(Subseries 2)

Payment of the principal of and interest on the Fifteenth Series Bonds (Subseries 2} when due, will be insurcd by a financial guzranry
insurance policy to be issucd by MUNICIPAL BOND INVESTORS ASSURANCE CORPORATION simultaneously with the

delivery of the Fifteenth Series Bonds, Subseries 2.

MNBlA
Maturity Interest Maturity Interest .

{August 1) Amount Rate Yield (August 1) Amount Rate Yield
1996 $ 475,000 3.40% 3.40% 2001 $12,665,000 4.40 % 4.50%
1997 1,555,000 3.70 3.75 2002 2,605,000 4,50 4.60
1998 9,975,000 3.90 4.00 2003 2,775,000 4.60 4.65
1999 10,845,000 4.10 4.20 2004 2,755,000 4.625 4,73
2000 11,200,000 4.25 4.35 2005 2,725,000 4.75 4,85

$82,870,000
City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Fifteenth Series
(Subseries 3)

T R R S

Maturity Interest Maturity Interest
{August 1) Amount Rate Yield {August 1) Amount Rate Yield
2002 £4,550,000 .90 % 4.95% 2007 $2,275,000 5.375% 5.45% %
2003 4,880,000 5.00 5.05 2008 2,400,000 5.40 5.50 4
2004 5,250,000 5.10 5.15 2009 2.525,000 5.50 5.35 :
2005 5,745,000 5.125 5.2% 2010 2,665,000 5.50 3.60
2006 2,160,000 5.25 5.35

$15,620,000 5.25% Term Bonds due August 1, 2015, Priced to Yield 5.70%
$20,000,000 5.25% Term Bonds due August 1, 2021*, Priced to Yield 5.50% ;
$14,800,000 5.25% Term Bonds due August 1, 2024*, Priced to Yield 5.55% 3

*The schcd;‘[cd payment of principal of and jntcrest on the Fiftcenth Serics Bonds (Subseries 3) macuring on August [, 2021 and
Auvgust 1, 2024 will be guaranteed under an insurance poliey to be issued concurrently with the delivery of the Bonds by FINAN-
CIAL SECURITY ASSURANCE INC.

B sy
B ASSURANCE.

L R
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No dealer, broker, salesperson or other person has been authorized 1o give any information or 10 make any
representations, other than those contained in this Official Statement and, if given or made, such ather information or
represemtations must not be relied upon. This Official Statement does not constitute an offer io sell or the solicitation of an offer
to buy, nor shail there be any sale of the Fifteenth Series Bonds by any person in any jurisdiction in which it is unlawful to
make such offer, solicitation or sale. The information set forth herein has been obtained from sources which are believed to
be reliable but is not guaranteed as to accuracy or completeness. The information and the opinions expressed herein are subject
to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the operations of the Philadelphia Gas Works or the
City of Philadelphia, since the date hereof. The order and placement of materials in this Officia) Statement, including the
Appendices hereto, are not to be deemed to be a determination of relevance, mateniality or importance, and this Official

Statement, including the Appendices, must be considered in its entirety.

Other than with respect o the information concerning AMBAC Indemnity Corporation (" AMBAC") contained
under the captions "AMBAC Bond Ipsurance Policy” and "AMBAC Indemnity Corporation” under the heading "BOND
INSURANCE" herein, none of the information in this Official Statement has béen supplied or verified by AMBAC and
AMBAC makes no representation or warranty, express or implied, as to (i) the accuracy or completeness of such infor.nation;
(i5) the validity of the Fifteenth Series Bonds; or {iii} the tax exempt status of the interest on the Fifteenth Series Bonds. Other
than with respect to the information concerning Financial Security Assurance Inc. ("Financial Security™) contained under the
captions "FSA Bond Insurance Policy” and "Financial Security Assurance Inc." under the heading "BOND INSURANCE"
herein, none of the information in this Official Statement has been supplied or verified by Financial Security and Financial
Security makes no representation or warranty, express or implied, as to (i) the accuracy or completeness of such information:
(ii} the validity of the Fifteenth Series Bonds; or (iii) the tax exempt status of the interest on the Fifteenth Series Bonds. Other
than with respect to the information concerning Municipal Bond Investors Assurance Corporation ("MBIA") contained under
the captions "MBIA Bond Insurance Policy” and "Municipal Bond Investors Assurance Corporation” under the heading "BOND
INSURANCE" herein, none of the information in this Official Statement has been supplied or verified by MBIA and MBI1A
makes no representation or warranty, express or implied, as to (i) the accuracy or completeness of such information; (ii) the
validity of the Fifteenth Series Bonds; or (iii) the tax exempt status of the interest on the Fifieenth Series Bonds.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWMN
EXAMINATION OF THE PHILADELPHIA GAS WORKS, THE CITY OF PHILADELPHIA AND THE TERMS OF THE
OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN
RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY.
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED

THE ADEQUACY OF THIS DOCUMENT.

IN CONNECTION WITH THE OFFERING OF THE FIFTEENTH SERIES BONDS, THE
UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICE OF SUCH BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME WITHOUT

PRIOR NOTICE.
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OFFICIAL STATEMENT
of the
CITY OF PHILADELPHIA, PENNSYLVANIA
respecting its

$183,880,000
Gas Works Revenue Bonds, Fifteenth Series

INTRODUCTION N

General

This Official Statement, including the cover page, table of contents, tables and appendices, sets forth
. information with respect to the issuance by the City of Philadelphia, Pennsylvania (the "City") of its $183,880,000
aggregate principal amount Gas Works Revenue Bonds, Fifieenth Series (the "Fifieenth Series Bonds").

The City’s fiscal year begins on July ! and ends on June 30 of the following calendar year. The term
“Fiscal Year" when followed by a f/car and used in connection with the City refers to the fiscal year of the City ending
June 30 of that year. For example, "Fiscal Year 1993" refers to the fiscal year ended June 30, 1993, The fiscal year
of the Philadelphia Gas Works ("PGW" or the "Gas Works") begins on September 1 and ends on August 31 of the
following calendar year. The term "Fiscal Year" when followed by a year and used in connection with the Gas Works
refers to the fiscal year of the Gas Works ending August 31 of that year. For example, "Fiscal Year 1993" refers to
the fiscal year ended August 31, 1993,

This introduction is a brief description of certain matters described in this Official Statement and is
qualified by reference to the entire Official Statement. Persons considering a purchase of any of the Fifteenth Series
Bonds should read this Official Statement, including the cover page, table of contents, tables and appendices, in its
entirety. The information contained herein is subject to change.

The City of Philadelphia Gas Works

The Gas Works consists of all the real and personal property owped by the City and used for the
acquisition, manufacture, storage, processing and distribution of gas within the City, and all property, books and
records employed and maintained in connection with the operation, maintepance and administration thereof. See
"PHILADELPHIA GAS WORKS".

PGW serves the entire 129 square mile area contained within the boundaries of the City and is the
sole supplier of gas in the City. PGW has no distribution mains and provides no service to customers outside the City
limits. As of August 31, 1993, PGW served approximately 524,000 customers.

The Philadeiphia Home Rule Charter provides for a Gas Commission to be constituted and appointed
and to exercise such power and perform such duties as may from time to time be provided in contracts between the
City and the operator of PGW, or, in the absence of a contract, as may be provided by ordinance. For details of the
Gas Commission’s various responsibilities and oversight of the operations of PGW, see "THE GAS COMMISSION."

Since Japuary |, 1973, PGW has been managed by the Philadelphia Facilities Management
Corporation ("PFMC"), a not-for-profit corporation, pursuant to an agreement between the City and PFMC dated
December 29, 1972, as amended, authorized by ordinances of City Council (the "Management Agreement”).



Rates and charges of PGW, including the Gas Cost Rate, are fixed by the Gas Commission and not
by the Public Utility Commission of the Commonwealth. The Court of Common Pleas of Philadelphia County has
ruled that decisions of the Gas Commission regarding PGW rate increases are subject 1o court review. See "PGW
BUDGET, RATES AND FINANCING PROGRAM" for a further discussion of PGW’s budget process and recent rate

proceedings.

The Financial Staterents of PGW for the fiscal years ended August 31, 1993 and 1992 are presented
in Appendix A. For information regarding the City’s financial situation see APPENDIX D - "Cenain Financial

Information Concerning the City of Philadelphia” herein.

The offices of PGW are located at 800 W. Montgomery Avenue Philadelphia, Pennsylvama 19122
The telephone number is 215/236-0500. :
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Authorization to Issue the Fifteenth Series Bonds

The Fifteenth Series Bonds are being issued 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"), the General Gas
Works Revenue Bond Ordinance of 1975, approved May 30, 1975, Bill No. 187!, as amended from time to time (the
“General Ordinance"), the Fifteenth Supplemental Gas Works Revenue Bond Ordinance approved December 23, 1993,
Bill No. 693 {the "Fifteenth Supplemental Ordinance") and a determination of the Bond Committee of the City, or a
majority of them, dated J&énuary 20, 1994 (the "Bond Authorization”). Bonds of all series issued or to be issued under
the General Ordinance (herein referred to as the "Bonds" or as "Gas Works Revenue Bonds") are issued on a parity
basis and share equally and ratably in the pledge of revenues providad for in the General Ordinance. As of Cctober
31, 1993, approximately $704,581,000 aggregate principal amount of Gas Works Revenue Bonds were outstanding

under the General Ordinance and appropriate supptemental ordinances,

The Fifteenth Series Bonds

The Fifteenth Series Bonds will be issued pursuant to the Act, the General Ordinance and the Fifteenth
Supplemental Ordinance. The Fifteenth Series Bonds will be dated January 1, 1994, and will bear interest from such
date, payable commencing on August 1, 1994 and on each February [ and August 1 thereafter. The Fifteenth Series
Bonds will be issued as fully registered bonds in the subseries and in the aggregatz principal amounts set forth on the
inside front cover hereof in denominations of $5.000 or any integral muitiple thereof. The principal and redemption
price of the Fifteenth Series Bonds will be payable at the principal corporate trust office of First Fidelity Bank,
National Association, in Philadelphia, Pennsylvania (the "Fiscal Agent"). Interest on the Fifteenth Series Bonds will
be paid by check mailed by the Fiscal Agent to the persons in whose names the Fifteenth Series Bonds are registered
on the 15th day preceding each interest payment date; except in the case of any default by the City in payment of
interest due which shall be payable to the persons in whose names the Fifteenth Series Bonds are registered on a
special record date as determined by the Fiscal Agent. See "DESCRIPTION OF THE FIFTEENTH SERIES
BONDS." Registered Owners of at least $1,000,000 principal amount of the Fifteenth Series Bonds may elect 1o
receive interest payments by wire transfer.

The Fifteenth Series Bonds are subject to optionaj redemption and mandatory redemption as described
herein. See "DESCRIPTION OF THE FIFTEENTH SERIES BONDS."



Security for the Fifteenth Series Bonds

The Fifteenth Series Bonds are secured solely by moneys derived, directly or indirectly, from PGW's
Project Revenues as provided in the Act, the Geperal Ordinance and the Fifieenth Supplemcmal Ordinance. Neither
the general credit nor the taxing power of the City is pledged to any such payment.

The City bas piedged and granted a security interest in all Project Revenues and the proceeds thereof
for security and payment of all Bonds issued under the General Ordinance, including the Fifteenth Series Bonds. The
City has covenanted in the Fifteenth Supplemental Ordinance (as hereinafter defined) to deposit into, hold in and
disburse from one or more unsegregated accounts of PGW, which shal] be separate and apart from and not commingled
with the consolidated cash account of the City or any other account of the City pot held exclusively for PGW purposes,
approximately $70,842,000 of proceeds of the Fifteenth Series Bonds which are available for the payment of the costs
of the capital improvements. The City further covenants in the Fifteenth Supplemental Ordinance that, so long as any
of the Fifteenth Series Bonds shall remain outstanding, ali pledged Project Revenues shall be deposited and held and
disbursed from one or more unsegregated accounts of PGW, which shall be separate from and not commingled with
the consolidated cash account of the City or any other account of the City not held exclusively for PGW purposes.
However, the effectiveness of the separation of Fifteenth Series Bond proceeds and Project Revenues from other City
accounts may be limited under certain circumstances, including a bankruptey filing by the City. See "SECURITY"
and "REMEDIES OF BONDHOLDERS" herein. Pursuant to the General Ordinance, all moneys deposited in PGW's
SinkKing Fund (including the Sinking Fund Reserve), are subject to a security interest in favor of all holders of PGW's
revenue bonds until such moneys are properly disbursed. See "SECURITY - Pledge of Revenues and Furids" herein.

The General Ordinance requires PGW 1o comply with a rate covenant which requires the City o
impose, charge and collect in each fiscal year, rates and charges which, together with all other Project Revenues to
be received in such fiscal year, shall be sufficient to meet debt service coverage requirements as specified in the
General Ordinance (the "Rate Covenant"). See "SECURITY - Rate Covepant and Rate Requirements” and
APPENDIX C - "The General Ordinance - Rate Covenant” herein.

The General Ordinance permits the issuance of additional bonds which are op a parity basis with the
Fifieenth Series Bonds. See "SECURITY - Additional Parity Bonds" herein.

The General Ordinance establishes a Sinking Fund Reserve which is established in the Sinking Fund
as a separate account and is held for the benefit of owners of all Bonds issued under, the General Ordinance. See
"SECURITY - Sinking Fund Reserve" herein.

The outstanding Gas Waorks Revenue Bonds and al] Gas Works Revenue Bonds which may be issned
in the future under the Act and the General Ordinance are issued on a parity basis and are payable from Project
Revenues. The City expeets that the capital improvements program of PGW will require the issuance of additional
Bonds in subsequent fiscal years.

The City is authorized to issue, from time to time, tax-exempt notes (the "Gas Works Notes") junior
in priority of payment to the Gas Works Revenue Bonds. As of October 31, 1993, $61,800,000 in aggregate principal
amount of Gas Works Notes were outstanding. See "ADDITIONAL DEBT - Subordinated Short-Term Borrowings -

Gas Warks Notes. "

The City entered into a lease with the Philadeiphia Municipal Authority ("PMA") in connection with
the issuance of the Philadelphia Gas Works Lease Revenue Bonds, Series of 1989, by the PMA (see "TADDITIONAL
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DEBT - Subordinated Long-Term Borrowings - Lease Revenue Bonds"). As of October 31, 1993, the City’s rental
obligation to PMA aggregated $23,285,000 in principal amount. These rental obligations are payable out of Project
Revenues (as defined in the lease) and are junior in priority of payment to the Gas Works Revenue Bonds and the Gas

Works Notes.

Bond Insurance

Payment of principal of and interest on the Fifteenth Series Bonds (Subseries 1) when due, will be
insured by a municipal bond insurance policy (the "AMBAC Policy”) to be issued by AMBAC Indemnity Corporation
("AMBAC") simultaneously with the delivery of the Fifteenth Series Bonds; see "BOND INSURANCE" herein and
the specimen copy of the Policy in Appendix F hereto. "The AMBAC Pohcy wﬂl not insure any of the Fifieenth Series

Bonds (Subseries 2) or Fifteenth Series Bonds (Subseries 3).

FEI

&

The principa) of and interest on the Fifteenth Series Bonds (Subseries 2) will be insured in accordance

with the terms of a Financial Guaranty Insurance Policy (the "MBIA Policy") to be issued by Municipal Bond Investors

Assurance Corporation ("MBIA"} simultaneously with the delivery of the Fifteenth Series Bonds; see "BOND

INSURANCE" herein and the specimen copy of the Policy in Appendix H hereto. The MBIA Policy will not insure
any of the Fifteenth Series Bonds (Subseries 1) or Fifteenth Series Bonds (Subseries 3).

The scheduled payment of principal of and interest on the Fifteenth Series Bonds (Subseries 3)
maturing on August 1, 2021 and August [, 2024, when due, will be guaranteed under an insurance policy (the "FSA
Policy") to be issued concurrently with the delivery of the Fifteenth Series Bonds, by Financial Security Assurance
Inc. ("FSA"); see "BOND INSURANCE" herein and the specimen copy of the Policy in Appendix G hereto. The
FSA Policy will not insure any of the Fifteenth Series Bonds (Subseries 1) or Fifteenth Series Bonds (Subseries 2} nor
will it insure any of the Fifteenth Series Bonds (Subseries 3) maturing before August [, 2021.

Plan of Finance

The Fifteenth Series Bonds are being issued to (1} fund a pertion of PGW’s capital improvements
program, which includes additions and improvements 1o gas supply plants and the distribution system, (2) advance
refund certain currently outstanding Gas Works Revenue Bonds and (3) pay costs of issuance of the Fifieenth Series
Bonds. See "PLAN OF FINANCE AND ESTIMATED SOURCES AND USES OF PROCEEDS."

Engineering Report

The report of Stone & Webster Management Consultants, Inc. ("Stone & Webster"), an independent
consulting firm with respect to PGW and the Fifteenth Series Bonds, is appended hercto as APPENDIX B (the
"Engineering Report"). In its report, Stone & Webster has concluded that, on the basis of actual and estimated future
financial operations of the PGW system and certain assumptions with respect thereto over the amortizaticn period of
the Fifteenth Series Bonds, such system will yield sufficient Project Revenues to meet the requirements of the Rate
Covenant contained in the Geperal Ordinance, See "SECURITY." Stone & Webster is of the opinion that the capital
improvement program as described in their report, along with continued good operation and maintenance practices,
will enable PGW to maintain its system in good operating condition. Stone & Webster has also concluded in its report
that contracted PGW gas supplies plus spot market purchases plus anticipated additional contracted supplies pius
suppiemental gas capacities as well as the pipeline transport capacity to move these supplies to PGW are adeguate to
meet PGW's forecast of demand on a day of maximum demand, or an hour of maximum demand, and during a year
of maximum demand during the forecast period. The Engineering Report should be read in its entirety for an
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understanding of the information, assumptions and rationale on which Stone & Webster’s conclusions and findings are
based.

Miscellaneous

Any quotation from and summaries and explanations of the Constiwtion and laws of the
Commonwealth and ordinances of the City contained berein do not purport to be complete and are qualified in their
entirety by reference to the official compilations thereof, and all references to the Fifteenth Series Bonds are qualified
in their entirety by reference to the definitive forms of the Fifteenth Series Bonds. All capitalized terms used herein,
unless otherwise defined herein, shall have the meanings ascribed to them in the Act and the General Ordinance. See
APPENDIX C. Copies of the Act, the General Ordinance and the Fifieenth Suppiemental Ordinance are available
from the Office of the Director of Finance, 13th Floor, 1600 Arch Street, Philadélphia. Pennsylvania 19103,

This Official Statement speaks only as of the date printed on the cover hereof. The information
contained herein is subject to change. The Official Statement will be made available through one or more of the
Nationally Recognized Municipal Securities Information Repositories.

PLAN OF FINANCE AND ESTIMATED SOURCES AND USES OF PROCEEDS

Plan of Finance

The proceeds from the sale of the Fifteenth Series Bonds will be used to (1) finance a portion of
PGW’s Capital Program, (2) advance refund the outstanding Gas Works Revenue Bonds listed below and (3) pay the
costs of issuance of the Fifteenth Series Bonds. Outstanding Gas Works Revenue Bonds to be refunded:

Series of Par Amount
Bonds Refunded Maturity Date To Be Refunded
Eighth Series May 15, 1995 $1,530,000

May 15, 1996 1,650,000
May 15, 1997 : et 1,785,000
May 15, 1998 1,930,000
May 15, 1999 2,090,000
May 15, 2000 2,270,000
May 15, 2005 5,145,000 ____
Tenth Series July 1, 1998 8,650,000
July 1, 1999 9,255,000
Juty 1, 2000 9,915,000
Juty 1, 2001 10,630,000 __
Eleventh Series A July 1, 1998 2,000,000
July 1, 1999 2,095,000



Series of Par Amount

Bonds Refunded Maturity Date To Be Refiinded
Eleventh Series C January 1, 2010 10,700,000
January 1, 2015 4,630,000
Twelfth Series B May 15, 1995 1,055,000
May 15, 1996 1,125,000
May 15, 1997 1,195,000
May 15, 1998 1,275.000
May 15, 1999 . 1,360,000
May 15, 2000 1,455,000
May 15,2005 &0 ¢ 7,390,000
Thirteenth Series June.15, 2011 6,550,000

A portion of the proceeds of the Fifteenth Series Bonds, together with other moneys avaiiable
to PGW for such purpeses, will be deposited in a refunding escrow account (the "Escrow Acecount”) to
purchase Defeasance Obligations to defease those maturities (or portion thereof) chosen to be advance
refunded. Defeasance Obligations purchased in the open market, if any, may be purchased from one of the
underwriters. The Defeasance Obligations will bear interest and mature in such amounts and at such times
so that, together with other moneys in the Escrow Account, sufficient moneys will be available therefrom to
pay when due (at maturity or by optional redemption) the principal of and redemption premium and interest
on the Refunded Bonds. First Fidelity Bank, National Association, as Escrow Agent, will hold and administer
the Escrow Account and will apply the interest eamed on and the maturing principal of the Defeasance
Obligations to the payment when due (at maturity or optional redemption) of the principal of and redemption
premium, if any, and interest on the Refunded Bonds. The Escrow Account is piedged solely for the benefit

of the Refunded Bonds.

Pursuant to certaip provisions of the Ordinance and to certain provisions of the Escrow
Agresment, and as a result of the deposit and application of moneys and securities as provided in the Escrow
Agreement, the Refunded Bonds will be deemed no longer outstanding under the Ordinance.



Estimated Sources and Uses of Proceeds

The sources and uses of proceeds of the Fifteenth Series Bonds are estimated 1o be as follows:

Estimated Sources of Proceeds

Principal Amount $ 183,880,000
Less Original Issue Discount (3,607,4253)
Released Sinking Fund Reserve (1) 27,711
Accrued Interest 628.622

Total 3 180,928,908

Estimated Use of Proceeds

Capital Improvement Program $ 70,842,467
Accrued Interest Deposited to Sinking Fund 628,622
Escrow Account 105,512,401
Costs of Issuance (2) 3.545.418
Total ‘ $ 180,928,908
(1) This amount equals the difference between the amount required to be maintained in the Sinking Fund

Reserve immediately before the issuance of the Fifteenth Series Bonds and the amount required to be
maintained therein following the jssuance of the Fifteenth Series Bonds.

(2) Includes, among other things, the bond insurance premiums, the fees and expenses of Counsel and
the Fiscal Agent, and the Underwriters’ Discount.

DESCRIPTION OF THE FIFTEENTH SERIES BONDS

General

The Fifteenth Series Bonds are being issued pursuant to the.Adt, the General Ordinance and
the Fifteenth Supplemental Ordinance. The General Ordinance is the governing ordinance under which all
Gas Works Revenue Bonds are issued, The Fifteenth Supplemental Ordinance has been enacted by City
Council and approved by the Mayor on December 23, 1993.

The Fifteenth Series Bonds will be dated as of January 1, 1994 and will bear interest from
such date, payable initially on August 1, 1994 and on each February | and August | thereafter. The Fifteenth
Series Bonds will be issued as fully registered bonds in the aggregate principal amount set forth on the cover
page hereof in denominations of $5,000 or any integral muliipie thereof. The Fifteenth Series Bonds, when
issued, will be registered in-the name of Philadep & Co., as nominee of the Philadelphia Depository Trust
Company {"PHILADEP"}, one bond for each maturity. Purchases of bepeficial interests in the Fifieenth
Series Bonds will be made in book-entry only form (without certificates) in the denomizpation of 85,000 or any
integral multiple thereof.



The principal of, and premium, if any, on the Fifteenth Series Bonds will be payable at the
principal corporate trust office of the Fiscal Agent in Philadelphia, Pennsylvania. Interest on the Fifteenth
Series Bonds, when due, will be paid by check, mailed by the Fiscal Agent 10 the persons in whose names
the Fifteenth Series Bonds are registered op the 15th day preceding each interest payment date, except that
if any such interest payment date is not a Business Day, then such interest check shall be mailed on the nex:
succeeding Business Day. Business Day shall mean any day other than a Saturday, Sunday or a day on which
the Fiscal Agent is authorized by law to remain closed. So long as the Fifteenth Series Bonds shall be in
book-entry form, the principal of and interest on the Fifteenth Series Bonds are payable by check or draft
mailed to or by wire transfer of funds to Philadep & Co., as nominee for PHILADEP and registered owner
thereof for redistribution by PHILADEP to the PHILADEP Participants (as defined herein) and in tum to
Beneficial Owners as described under "Book-Entry Only System” below. Registered owners of ar least
$1,000,000 principal amount of the Fifteenth Series Bonds may elect to receive interest payments by wire
transfer. In the event of any default by the City in the payment of interest due on any interest payment date,
such defaulted interest shall be payable to the persons in whosé "nanlgs the Fifteenth Series Bonds are
registered at the close of business on a special record date for the payment of such defaulted interest
established by notice mailed by or on behalf of the City to the registered owners of the Fifteenth Series Bonds
not less than ten (10) days preceding such special record date, such notice to be mailed to the persons in
whose names the Fifteenth Series Bonds are registered at the ciose of business on the fifth (5th) day preceding

the date of mailing.

Book-Entry Only System

The Fifteenth Series Bonds initially will be issued as fully registered bond certificates in the
pame of Philadep & Co., as nominee for the Philadelphia Depository Trust Company, Philadelphia,
Pennsylvania, which will act as securities depository for the Fifieenth Series Bonds. Purchasers of the
Fifteenth Series Bonds will not receive physical delivery of certificates. Beneficial ownership interests in the
Fifteenth Series Bonds will be available in the principal amount of $5,000 or any integral multiple thereof.

The information in this section concerning PHILADEP and PHILADEP's book-entry only
system has been provided by PHILADEP, and the City takes no responsibility for the accuracy or
compicteness thereof. PHILADEP has advised the City that it is a limited-purpose trust company organized
under the laws of the Commonwealth of Pennsylvania, a member of the Federal Reserve System, and a
“clearing agency"” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934,

as amended. o

PHILADEP holds securities and facilitates the clearance and settlement of securities
transactions through electronic book-entry changes in accounts of its participants (the "PHILADEP
Parnticipants"), thereby eliminating the need for physical movement of securities certificates. PHILADEP
Participants include securities brokers and dealers, banks, trust companies, clearing corporations, and certain
other organizations. Access to the PHILADEP system is also available to others, such as banks, brokers,
dealers and trust companies that clear through or maintain a custodial relationship with a PHILADEP

Participant, either directly or indirectly.

Beneficial ownership interests in the Fifteenth Series Bonds may be purchased by or through
PHILADEP Participants. A purchaser of such an interest (a "Beneficial Owner") will not receive centificated
Fifteenth Series Bonds. The ownership interest of each Beneficial Owner will be recorded through the records
of the PHILADEP Participant from which the Fiftesnth Series Bonds were purchased, each such PHILADEP
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Participant being credited on the records of PHILADEP with the amount of such PHILADEP Participant's
interest in the Fifteenth Series Bonds, Transfers of ownership interests in the Fifteenth Series Bonds will be-
accomplished by book entries made by PHILADEP and, in turn, by PHILADEP Participants acting on behalf
of Beneficia] Owners. It is anticipated that each Beneficial Owner will receive from a PHILADEP Participant
a written confirmation of the ownership interest acquired by such Beneficial Owner in the Fifteenth Series
Bonds.

So long as Philadep & Co. is the registered owner of the Fifteenth Series Bonds as nominee
of PHILADEP, references herein to the owners of the Fifieenth Series Bonds shall mean PHILADEP and shall
not mean the Beneficial Owners of the Fifteenth Series Bonds. Beneficial Owners may desire to make
arrangements with a PHILADEP Participant to have all notices of redemption or other communications to
PHILADEP, which may affect such Beneficial Owners, forwarded in writing by such PHILADEP Participant
and have notification made of all interest payments. N <,

Payments of principal, redemption premium, if any, and interest on the Fifteenth Series Bonds
will be paid by the Fiscal Agent directly to PHILADEP or its nominee, Philadep & Co. PHILADEP or its
nominee will remit such payments to PHILADEP Participants and suck payments will thereafter be paid by
PHILADEP Participants to the Beneficial Owners. Receipt by the Beneficial Owners (through any
PHILADEP Participant) of timely payment of principal, premium, if any, and interest on the Fifteenth Series
Bonds is subject to the continuing ability of PHILADEP or Philadep & Co., as its nominee, to receive timely
payment thereof from the Fiscal Agent for the Fifteenth Series Bonds. NEITHER THE CITY NOR THE
FISCAL AGENT WiLL HAVE ANY RESPONSIBILITY OR OBLIGATION TO SUCH PHILADEP
PARTICIPANTS OR THE BENEFICIAL OWNERS FOR WHICH THEY ACT AS NOMINEES WITH
RESPECT TO THE FIFTEENTH SERIES BONDS.

When notices are given to the holders of Fifteenth Series Bonds. such notices shall be sent
by the Fiscal Agent to PHILADEP with a request that PHILADEP forward (or cause to be forwarded) the
notice to the PHILADEP Participants so that such PHILADEP Participants may forward (or cause to be
forwarded) the notices to the Beneficial Owners. As PHILADEP is the exclusive holder of the pertinent
records, neither the City nor the Fiscal Agent will have the means to verify nor will they undertake to verify
any such action represented by PHILADEP to be that of the Beneficial Owners.

* For every transfer and exchange of the Fifteenth Series Bonds, the Beneficial Owner may be
charged a sum sufficient to cover any tax, fee. or other governmental charge that may be imposed in relation
thereto.

PHILADEP may discontinue providing its services as securities depository with respect to
the Fifteenth Series Bonds at any time by giving reasonable notice to the City and discharging its
responsibilitiés with respect thersto under applicable law, or the City may terminate its participation in the
system of book-entry only transfer through PHILADEP at any time by giving reasonable notice to
PHILADEP. Upon termination of book-entry only transfer through PHILADEP with respect to the Fifteenth
Series Bonds, the City may, at its discretion, select a replacement securities depository for the Fifteenth Series
Bonds or discontinue the system of book-entry only transfers for the Fifteenth Series Bonds. In the event that
the City does not continue its participation in a system of book-entry only transfers, it will direct the Fiscal
Agent to authenticate and make available for delivery replacement Fifteenth Series Bonds in the form of fully
registered bond certificates.



In the event that the book-entry system is discontinued and fully registered bond ceriificates
are issued, principal of and premium, if any, and interest on the Fifteenth Series Bonds will be payable when
due as described above under the heading "THE FIFTEENTH SERIES BONDS - General” and the Fifteznth
Series Bonds may be transferred or exchanged as described below under the heading "THE FIFTEENTH

SERIES BONDS - Transfér of Fifteenth Series Bonds.”

Optional Redemption

The Fifteenth Series Bonds maturing on or before August 1, 2004 are not subject to
redemption prior to maturity. The Fifteenth Series Bonds maturing on or after August 1, 2005 will be subject
to redemption at the direction of the City in whole or in part at any time on or after August 1, 2004 at the
option of the City, at the redemption prices, expressed as percentages of the principal amount of Fifteenth

Series Bonds to be redeemed, set forth below, plus accrued interest.to the redemption date:

wr

Redemption
Redemptiop Period (both dates inclusive) Price
August 1, 2004 through July 31, 2005 102%
August 1, 2005 through July 31, 2006 101 %
August 1, 2006 and thereafter ' 100 %

In the case of any optional redemption of less than all of the Fifteenth Series Bonds, such Fifteenth Series
Bonds shall be selected for redemption from such subseries and in such order of maturity as may be designated
by the City, and within each subseries and maturity by lot, in denominations of $5,000 or whole multipies
thereof,

Mandatory Redemption

The Fifteenth Series Bonds {Subseries 1) maturing on August 1, 2015 are subject to
mandatory redemption prior to maturity, in part, by lot, at the times and in the amounts set forth below at a
price equal to 100% of the principal amount of such Fifteenth Series Bonds {Subseries 1) being redeemed,
plus accrued interest to the date of redemption:

Year Principal ' Year Principal

(August 1) Amount (August 1 Amount
2011 $ 165,000 2014 $ 170,000
2012 170,000 2015* 4,530,000
2013 175,000

* Final Maturity



The Fifieenth Series Bonds (Subseries 3) maturing on August 1, 2015 are subject to
mandatory redemption prior to maturity, in part, by lot, at the limes and in the amounts set forth below a1 a
price equal to 100% of the principal amount of such Fifteenth Series Bonds (Subseries 3) being redeemed,
plus accrued interest to the date of redemption:

Year Principal Year Principal
(August 1) Amount (August 1) Amount
2011 32,815,000 2014 $3,280,000
2012 2,960,000 2015+ 3,450,000
2013 3,115,000 y
* Final Maturity

The Fifieenth Series Bonds (Subseries 3) maturing on August 1, 2021 are subject to
mandatory redemption prior to maturity, in part, by lot, at the times and in the amounts set forth below at a
price equal to 100% of the principal amount of such Fifteenth Series Bonds (Subseries 3) being redeemed,
plus accrued interest 1o the date of redemption: '

Year .~ Prncipal Year Principal
(August 1) Amount {August 1) Amount
2016 £2,855,000 2019 $3,420,000
2017 3,035,000 2_020 3,625,000
2018 3,220,000 2021~ 3,845,000

* Final Maturity

The Fifteenth Series Bonds (Subseries 3) maturing on August 1, 2024 are subject to
mandatory redemption prior to maturity, in part, by lot, at the times and in the amounts set forth below at a
price equal to 100% of the principal amount of such Fifteenth Series Bonds (Subseries 3) being redecmed,
plus accrued interest to the date of redemption:

Year Principal Year 7 Principal

{August 1) Amount (August 1) Amount
2022 $4,685,000 2024~ $5,185,000
2023 4,930,000

* Final Maturity

The City may purchase Fifteenth Series Bonds in the open market and apply the principal
amount of such purchases to the mandatory redemption requirements in accordance with the provisions of the
Fifteenth Supplemental Ordipance. The principal amount of Fifieenth Series Bonds of any Subseties required
1o be redeemed by mandatory redemption in any year shall be subject to a credit at the election of the City
for the principal amount of Fifteenth Series Bonds of the same Subseries and maturity which have been
provided for other than by mandatory redemption.
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Notice of Redemptien of Fifteenth Series Bonds

Notice of redemption of Fifteenth Series Bonds shall be made not less than thirty nor more
than sixty days before the date fixed for redemption, by first class mail, postage prepaid, to the registered
owners appearing on the bond register of the Fifieenth Series Bonds to be redeemed. Failure to mail such
notice, or any defect therein, shall not affect the validity of the proceedings for redemption of Fifteenth Series
Bonds for which such notice has been properly given. Notice having been so given and provision having been
made for redemption from funds on deposit with the Fiscal Agent or Sinking Fund Depositary, all interest on
the Fifteenth Series Bonds called for redemption accruing after the date fixed for redemption shall cease, and
the registered owners of the Fifteenth Series Bonds called for redemption shaill have no security, benefit or
lien under the General Qrdinance or any rights thereunder, except to receive payment of the redemption price.

Transfer of Fifteenth Series Bonds g

[T

The Fifteenth Series Bonds are transferabie and exchangeable by the registered owners thereof
at the principal corporate trust office of the Fiscal Agent in Philadelphia, Pennsylvania in the manner and
subject to the limitations contained in the General Ordinance. The City and the Fiscal Agent shall not be
required to issue or to register the transfer of or exchange any Fifteenth Series Bonds (a) during the period
fifteen Business Days next preceding any imerest payment date for such Fifteenth Serjes Bonds, or (b) during
the period twenty Business Days nex: preceding the first publication or mailing of any notice of redemption

of such Fifteenth Series Bonds,

SECURITY

_ The Fifteenth Series Bonds are secured solely by moneys derived, directly or indirectly, from
PGW's Project Revenues as provided in the Act, the General Ordinance and the Fifteenth Supplemental
Ordinance. Such Project Revenues include principally the reats, rates and charges imposed on or charged by
the City to the users of gas distributed by PGW. Reference is made to Appendix C for summaries of the Act,
the General Ordinance and the Fifteenth Supplemental Ordinance, including definitions of certain terms used

herein.

Pledge of Revenues and Funds

In the General Ordinance, the City has pledged and granted a security interest in all Project
Revenues and all accounts, contract rights and general intangibles representing Project Revenues and, in each
case, the proceeds of the foregoing, for the security and payment of all Bonds issued under the General

Ordinance.

The Act subjects all moneys deposited in the Sinking Fund, including the Sinking Fund
Reserve, o a security interest for the Bonds until such moneys are properly disbursed and provides that no
bonds issued under the Act shall pledge the credit or taxing power of the City or 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
Project Revenues and moneys deposited in the Sinking Fund.
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Covenant Against Commingling with Other City Funds

The City has covenanted in the Fifteenth Suppiemental Ordinance that so long as any of the
Fifteenth Series Bonds remain outstanding, all Project Revenues shall be deposited and held in, and disbursed
from, one or more unsegregated accounts of PGW which shall be separate from and not commingled with
moneys or accounts of the City not held exclusively for PGW purposes. Sec "REMEDIES OF
BONDHOLDERS."

Priority In Application of Project Revenues

The General Ordinance creates a lien on and pledge of au'“}f’ro__i;‘cz Revenues of PGW for the
benefit of the holders of Gas Works Revenue Bonds and, together with the ordinance under which Gas Works
Notes are issued, creates a pricrity in application of Project Revenues in each fiscal year as follows:

First, to Net Operating Expenses of PGW;

Second, to required payments into the Sinking Fund to pay the principal of and interest then
due on all Bonds issued and outstanding under the General Qrdinance and to accumulate funds in the
Sinking Fund Reserve to the extent required by any Supplemental Ordinance or to restore any
deficiency in the-Sinking Fund Reserve;

Third, to the payment of general obligation bonds which have been adjudged to be self-
liquidating on the basis of expected revenues from PGW";

Fourth, to the payment of interest and sinking fund charges of other genera] obligation debt
incurred for PGW";

Fifth, to the payment of the principal of and interest on the Gas Works Notes, to the payment
of any amounts owed to the issuer of the credit facility established with respect to the Gas Works
Notes and to the payment of any other temporary loans or indebtedness of the City secured by a
pledge of the Project Revenues; and

Sixth, to the payment of the City Charges, including the Base Payment (currently
$18,000,000™), and the payment of rentals under the Lease (defined under the heading
"ADDITIONAL DEBT - Subordinated Long-Term Borrowings - Lease Revenue Bonds") on a parity
basis after the payments listed in items First through Fifth above.

“The fast general obligation debt of the City related to PGW was paid in full in Fiscal Year 1987. No general
obligation debt of the City described in items Third and Fourth above is currently outstanding.

* See "PGW BUDGET, RATES AND FINANCING PROGRAM - Fiscal Year 1992 Operating Budget and

Rate Proceeding” berein for a discussion of a recent judicial decision addressing the validity of the Base
Payment.
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Ciry Charges include charges for services performed for PGW by varicus City departments
including the expenses of the Gas Commission which also includes the tost of rate hearings. During PGW's
Fiscal Years 1989-1993, City Charges exclusive of'the $18,000.000 Base Payment and of rate hearing charges

have averaged approximately §337,000 per year.

The General Ordinance provides that all interest and income earned on moneys held in the
Sinking Fund Reserve may, to the extent pot required to comply with the requirements of the General
Ordinance relating to the Sinking Fund Reserve, be transferred to the operating funds of PGW 1o be applied
as Project Revenues in accordance with the terms of the General Ordinance. To the extent that in any fiscal
year a balance remains in the Project Revenues, such balance, upon approval of the Gas Commission, may
be paid to the City, provided that in 2 given fiscal year such balance does not exceed the amount of Sinking
Fund Reserve earnings transferred to the operating funds of PGW dunng the same fiscal year.

%
=L

Rate Covenant and Rate Requirements

The General Ordinance contains the Rate Covenant requiring that, so jong as Gas Works
Revenue Bonds are outstanding, the City impose, charge and collect in each fiscal year, such gas rates and
charges as shall, together with all other Project Revenues to be received in such fiscal year, be sufficient to
provide, after meeting any Sinking Fund Reserve requirements, the greater of (a) the sum of all Net Operating
Expenses payable during such fiscal year plus 150% of the debt service requirements for such year an all
outstanding Gas Works Revenue Bonds or (b) the sum of all Net Operating Expenses payable during such
fiscal year plus the debt service requirements for such year on all outstanding Gas Works Revenue Bonds and
all outstanding City general obligation bonds issued for improvements to PGW. For a further discussion of
the Rate Covenant and other rate requirements applicable to PGW, see "PGW BUDGET, RATES AND
FINANCING PROGRAM" and "HISTORICAL REVENUES AND DEBT SERVICE COVERAGE."

Additional Parity Bends

The General Ordinance permits the issuance of additional Bonds on a parity with the Fifteenth
Series Bonds and all other currently outstanding Gas Works Revenue Bonds, provided, among other
reguirements, that an independent engineer determines that estimated Project Revenues will be sufficient to
meet the Rate Covenant. The Fifteenth Series Bonds are being issued pursuant to the Fifteenth Suppiemental
Qrdinance, -which authorizes the issuance of up to $300,000,000 aggregate, principal amount of Gas Works
Revenue Bonds in one or more serjes, provided that such maximum principal amount may be increased to
reflect sales of such Bonds at discounts which .are in lieu of periodic interest. See APPENDIX C for a
discussion of the provisions relating to the issuance of additiopal Bonds.

Sinking Fund

Pursuant to the Act, the General Ordinance establishes a Sinking Fund for the benefit and
security of the hoiders of all Gas Works Revenue Bonds to be held separate and apart from all other accounts
of the City and directs the Director of Finance to deposit therein from the Project Revenues in each fiscal year
such amounts as will, together with interest and profits earned and to be zarned on investmeats held therein,
be sufficient to accumulate, on or before each interest and principal payment date of the Gas Works Revenue
Bonds, the amounts required to pay the principal of and interest on the Gas Works Revenue Bonds then
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coming due and payable. It is the current practice of the City to make deposits inte the Sinking Fund on or
immediately prior to the date on which debt service payments are dus. To the extent moneys are on deposit
in the Sinking Fund which are not currently required for the payment of debt service, such moneys shall be
invested at the direction and under the management of the Director of Finance. Interest and profit from any
such investment shall be added to the Sinking Fund and credited in reduction of or to satisfy required deposits
into the Sinking Fund.

Sinking Fund Reserve

The General Ordinance establishes a Sinking Fund Reserve as part of the Sinking Fund. The
City is required to deposit in the Sinking Fund Reserve from the proceeds of sale of each series of Bonds
issued under the General Ordinance an amount equal to the maximum amount required in any Fiscal Year to
pay the principal of and interest on the Bonds of such series coming due and payable in that Fiscal Year unless
the Supplementa] Ordinance authorizing the series of Bonds authorizes the accumulation from Project
Revenues of a reserve of such amount over a period of not more than six Fiscal Years after the issuance and
delivery of the Bonds. Although the Fifteenth Supplemental Ordinance has authorized an accumulation from
Project Revenues, the Sinking Fund Reserve requirement will be funded on the date of issuance of the
Fifteenth Series Bonds from moneys currently on deposit in the Sinking Fund Reserve. The money and
investments (valued at market) in the Sinking Fund Reserve must be held and maintained, at all times, in an
amount equal to the maximum’ of the principal and interest requirements of all outstanding Bonds in any
subsequent Fiscal Year. The City verifies the value of amounts in the Sinking Fund Reserve on a periodic
basis. Asof October 31, 1993, the value of the funds and investments on deposit in the Sinking Fund Reserve
was required to be at least $74,550,594, and the amount in the Sinking Fund Reserve met this requirement.
If, at any time, the moneys in the Sinking Fund (other than the Sinking Fund Reserve) are insufficient to pay,
as and when due, debt service on any Bond or Bonds, the Sinking Fund Depositary is required to pay over
to the Fiscal Agent, from the Sinking Fund Reserve, the amount of the deficiency. The Sinking Fund and
Sinking Fund Reserve are managed by, and invested and reinvested under the direction of, the Director of
Finance of the City. The General Ordinance provides that interest and income earned on moneys held in the
Sinking Fund Reserve may be transferred and paid by the Director of Finance to the operating funds of PGW
and applied as Project Revepues in the manner deseribed under "SECURITY - Priority in Application of
Project Revenues.”

Required Deposit to Sinking Fund From Project Revenues

The City has covenanted in the General Ordinance that, if the City shall fail to make required
deposits into the Sinking Fund, including the Sinking Fund Reserve, or if, for any reason, there shall be a
deficiency in the Sinking Fund Reserve, it will immediately upon such failure or deficiency and without natice
thereof from any Bondholder, fiscal agent, paying agent or sinking fund depositary, and so long as such failure
or deficiency shall continue, deposit in the Sinking Fund, including the Sinking Fund Reserve, on a daily
basis, 50% of all Project Revenues or such greater percentage thereof as the Director of Finance shall
determine. This obligation is specifically enforceable by the trustee for Bondholders appointed in accordance
with the Act or, if none is appointed, by any Bondholder. ‘However, the application of the Federal Bankruptey
laws could result in a reduction in the amount of Project Revenues deposited in the Sinking Fund. See
"REMEDIES OF BONDHOLDERS."
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BOND INSURANCE

Payment of principal of and interest on the Fifieenth Series Bonds (Subseries 1) when due,
will be insured by a municipal bond insurance policy (the "AMBAC Policy"} to be issued by AMBAC
Indemnity Corporation ("AMBAC") simultaneously with the delivery of the Fifteenth Series Bonds: see the
specimen copy of the Policy in Appendix F hereto, The AMBAC Policy will not insure any of the Fifteenth
Series Bonds (Subseries 2) or Fifteenth Series Bonds (Subseries 3).

The principal of and interest on the Fifteenth Series Bonds (Subseries 2) will be instred in
accordance with the terms of a Fipancial Guarapty Insurance Policy (the "MBIA Policy™) to be issued by
Municipal Bopd Investors Assurance Corporation ("MBIA") simultaneously with the delivery of the Fifteenth
Series Bonds; see the specimen copy of the Policy in Appendix H hercto The MBIA Policy will not insure
any of the Fifteenth Series Bonds (Subseries 1) or Fifteenth Series Bonds (Subsencs 3.

The scheduled payment of princigal of and interest on the Fifteenth Series Bonds (Subseries
3) maturing on August 1, 2021 and August 1, 2024, when due, will be guaranteed under an insurance policy
{the "FSA Policy") to be issued concurrently with the delivery of the Fifteenth Series Bonds, by Financial
Security Assurance lnc. ("FSA"); see the specimen copy of the Policy in Appendix G hereto. The FSA Policy
will not insure any of the Fifteenth Series Bonds (Subseries 1) or Fifteenth Series Bonds (Subseries 2) nor will
it insure any of the Fifteenth Series Bonds (Subseries 3) maturing before August 1, 2021,

The information relating to the bond insurers and to payments under the bond insurance
policies contained in this section were supplied by 'the bond insurers for use in this Official Statement and the
City, PGW and the Underwriters take no responsibility for the accuracy or completeness thereof.

Payment Pursuant to AMBAC Bond Insurance Policy

AMBAC Indemnity has made a commitment to issue a municipal bond insurance policy (the
"AMBAC Policy") relating to the Fifteenth Series Bonds (Subseries 1) (the "AMBAC Insured Bonds")
effective as of the date of issuance of the Fifteenth Series Bonds. Under the terms of the AMBAC Policy,
AMBAC Indemnity will pay to the United States Trust Company of New York, in New York, New York or
any successor thereto (the "Insurance Trustee") that portion of the principal of and interest on the AMBAC
Insured Bonds which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the
Issuer (as such terms are defined in the AMBAC Policy). AMBAC Indemnity will make such principal and
interest becomes Due for Payment or within one business day following the dates on which AMBAC
Indempity shall have received notice of Nonpayment from the Trustee/Paying Agent. The insurance will
extend for the term of the Bonds and, once issued, cannot be canceled by AMBAC Indemnity.

The Municipal Bond Insurance Policy will insure payment only on stated maturity dates and
on mandatory sinking fund installment dates, in the case of principal, and on stated dates for payment, in the
case of interest. If the AMBAC Insured Bonds become subject to mandatory redemption and insufficient funds
are available for redemption of all outstanding AMBAC Insured Bonds, AMBAC Indemnity will remain
obligated to pay principal of and interest on cutstanding AMBAC Insured Bonds on the originally scheduled
interest and principal payment dates including mandatory sinking fund redemption dates. In the event of any
acceleration of the principal of the AMBAC Insured Bonds, the insured payments will be made at such times
and in such amounts as would have been made had thers not been an acceleration.
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In the event the Trustee/Paying Agent has notice that any payment of principal of or interest
on an AMBAC Insured Bond which has become Due for Payment and which is made to a Bondholder by or
on behalf of the Issuer has been deemed a preferential transfer and theretofore recovered from its registered
owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a
court of competent jurisdiction, such registered owner will be entitled to payment from AMBAC Indemnity
to the extent of such recovery if sufficient funds are not otherwise available.

The AMBAC Policy does not insure any risk other than Nonpayment, as defined in the
Policy. Specifically, the AMBAC Policy does not cover:

1. payment on acceleration, as a resuit of a call for redemption {other than mandatory
sinking fund redemption) or as a resuit of any other advancement of maturity.

2. payment of any redemption, prepayment or acceleration premium.

3. nonpayment of principal or interest caused by the insolvency or negligence of any Trustee
or Paying Agent, if any.

If it becomes necessary to call upon the AMBAC Policy, payment of principal requires
surrender of AMBAC Insured Bonds to the Insurance Trustee together with an appropriate instrument of
assignment so as to permit'ownership of such AMBAC Insured Bonds to be registered in the name of AMBAC
Indemnity to the extent of the paymenot under the AMBAC Policy. Payment of interest pursuant to the
AMBAC Policy requires proof of Bondhoider entitlement to interest payments and an appropriate assignment
of the Bondholder’s right to payment to AMBAC Indemnity.

Upon payment of the insurance benefits, AMBAC Indemnity will become the owner of the
AMBAC Insured Bond, appurtepant coupon, if any, or right to payment of principal or interest on such
AMBAC Insured Bond and will be fully subrogated to the surrendering Bondholder’s rights to payment.

AMBAC Indemnity Corporation

AMBAC Indemnity Corporation ("AMBAC Indemnity”) is a Wisconsin-domiciled stock
insurance corporation regulated by the Office of the Commissioner of insurance of the State of Wisconsin and
licensed to do business in 50 states, the District of Columbia, and the Commonwealth of Puerto Rico, with
admitted assets of approximately $1,936,000,000 (unaudited) and statutory capital of approximately
$1,096,000,000 (unaudited) as of September 30, 1993, Statutory capital consists of AMBAC Indemnity’s
policyholders’ surplus and statutory contingency reserve. AMBAC Indemnity is a wholly owned subsidiary
of AMBAC Inc., a 100% publicly-held company. Moody's Investors Service, Inc. and Standard & Poor’s
Corporation have both assigned a triple-A claims-paying ability rating to AMBAC Indemnity.

Copies of AMBAC Indemnity’s financial statements prepared in accordance with statutory
accounting standards are available from AMBAC Indemnity. The address of AMBAC Indemnity’s
administrative offices and its telephone number are One State Street Plaza, 17th Floor, New York, New York,
10004 and (212) 668-0340.

AMBAC Indemnity has entered into pro rata reinsurance agreements under which a

percentage of the insurance underwritten pursuant to certain municipal bond insurance programs of AMBAC
Indemnity has been and will be assumed by a number of foreign and domestic unaffiliated reinsurers.
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AMBAC Indemnity has obtained a rufing from the Internal Revenue Service 1o the effect that
the insuring of an obligation by AMBAC Indemnity will not affect the treatment for federal income 1ax
purposes of interest on such obligation and that insurance proceeds representing maturing interest paid by
AMBAC Indemnity under policy provisions substantially identical to those contained in its municipal bond
insurance policy shaill be treated for federal income tax purposes in the same manner as if such payments were

made by the issuer of the Bonds.

AMBAC Indemnity makes no representation regarding the AMBAC Insured Bonds or the
advisability of investing in the AMBAC Ipsured Bonds and makes no representation regarding, nor has it
participated in the preparation of, the Official Statement other than the information suppiied by AMBAC
Indemnity and presented under the captions "Payment Pursuant to AMBAC Policy" and "AMBAC Indemnity
Corporation” under the heading "BOND INSURANCE." .

%
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FSA Bond Insurance Policy

Concurrently with the issuance of the Fifteenth Series Bonds, Financial Security Assurance
Inc. ("Financial Security") will issue its Municipal Bond Insurance Policy (the "FSA Policy™) for the Fiftzenth
Series Bonds (Subseries 3) maturing on August 1, 2021 and August 1, 2024 (the "FSA Insured Bonds"). The
FSA Policy unconditionally guarantees the payment of that portion of the principal of and interest on the FSA
Insured Bonds that has become due for payment, 'but shail be unpaid by reason of nonpayment by the City.
On the later of the day on which such principal and interest is due or on the business day next following the
business day on which Financial Security shall have received notice by telephone or telecopy, subsequently
confirmed in a signed writing, or written notice by registered or certified mail, from an Owner of FSA Insured
Bonds, the Trustee or Paying Agent {as defined in the FSA Policy), of the nonpayment of such amount by
the City, Financial Security will disburse such amount due on any FSA Insured Bonds to the Trustee or the
Paying Agent, for the benefit of the Owners or, at the election of Financial Security, directly to each Owner,
in either case upon receipt by. Financial Security in form reasonably satisfactory to it of (a) evidence of the
Owner’s right to receive payment of the principal and interest that is due for payment and (b) evidence,
inciuding any appropriate instruments of assignment, that all of such Owner’s rights to payment of such
principal and interest shall be vested in Financial Security. The term "nonpayment” in respect of an FSA
Insured Bond inciudes any payment of principal or interest that is insured by Financial Security made to an
Owner of an FSA Insured Bond that has been recovered from such Owner pursuant to the United States
Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealablc order of a court having
competent jurisdiction.

The FSA Policy is non-cancelable and the premium will be fully paid at the time of delivery
of the FSA Insured Bonds, The FSA Policy covers failure to pay principal of the FSA Insured Bonds on their
respective stated maturity dates, or dates on which the same shall have been duly called for mandatory sinking
fund redemption, and not on any other date on which the FSA Insured Bonds may have been called for
redemption, acceleration or other advancement of maturity, unless Financial Security shall efeet, in its sole
discretion, to pay such principal due upon acceleration together with any interest accrued to the date of
acceleration, and covers the failure to pay an installment of interest on the stated date for its payment.
Payment by Financial Security of principal due upon acceleration and interest accrued to the accelerated
maturity date (to the extent unpaid by the City) shall fully discharge Financial Security’s obligations under
the FSA Policy.

Financial Security rriéy appoint a fiscal agent ("Financial Security’s Fiscal Agemt") for
purposes of the FSA Policy by giving written notice to the Trustee and the Paying Agent specifying the name
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and notice address of Financial Security’s Fiscal Agent. From and after the date of receipt of such notice by
the Trustee and the Paying Agent, (i) copies of ail notices required to be delivered to Financial Security
pursuant to the FSA Policy shall be simultaneousiy delivered to Financial Security’s Fiscal Agent and to
Financial Security and shall not be deemed received until received by both and (ii) all payments required 1o
be made by Financial Security under the FSA Policy may be made directly by Financial Security or by
Financial Security’s Fiscal Agent on bebalf of Financial Security.

Financial Security’s Fiscal Agent is the agent of Financial Security only and Financial
Security’s Fiscal Agent shall in no event be liable to Owners of the FSA Insured Bonds for any acts of
Financial Security’s Fiscal Agent or any failure of Financial Security to deposit or cause to be deposited
sufficient funds to make payments due under the FSA Policy.

-
i )
I,

Under the FSA Policy, Financial Security will, to the extent permitted by applicable law,
waive, oaly for the benefit of the Owners of FSA Insured Bonds, all rights and defenses that might otherwise
have been available to Financial Security to avoid payment of its obligations under the FSA Policy in
accordance with its terms.

THE FSA POLICY IS NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE
SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW.

Financial Security Assurance Inc.

Financial Security is 2 wholly owned subsidiary of Financial Security Assurance Holdings
Ltd. ("Holdings"), which in mrn is approximately 92.5% owned by U 5 WEST Capital Corporation ("U 8§
WEST") and 7.5% owned by The Tokic Marine and Fire Insurance Co., Lid. ("Tokio Marine”). U S WEST
is a subsidiary of U S WEST, Inc., which operates businesses involved in communications, data solutions,
marketing services and capital assets, including the provision of telephone services in 14 states in the Western
and midWestern United States. Tokio Maripe is a major Japanese property and casualty insurance company.
No shareholder of Holdings is obligated to pay any debt of Financial Security or any claim under any
insurance policy issued by Financial Security or to make any additional contribution to the capita] of Financial
Security. U 8§ WEST has announced its intention to dispose of its interest in Holdings as part of its strategic
plan to withdraw from businesses not directly involved in telecommunications. U § WEST has stated that it
intends to accomplish such disposition in a manner tbat will maximize the value of its investment in Holdings.
Holdings has filed with the Securities and Exchange Commission a registration statement on Form S-1
contemplating an initial public offering of Holdings’ common shares by U S WEST, reducing U S WEST's
ownership interest in Holdings below 50%. Affirmation of the triple-A ratings of the claims-paying ability
of Financial Security is a condition to the closing of the public offering. In anticipation of such public
offering, in December 1993, Financial Security completed a restructuring transaction which significantly
reduced Financial Security’s risk of loss from certain commercial real estate transactions insured by Financial
Security.

Financial Security is domiciled in the State of New York and is subject to regulation by the
State of New York Insurance Department. As of September 30, 1993, the total FSA Policyholders’ surplus
and coptingency reserves and the total unearned premium reserve, respectively, of Financial Security and its
consolidated subsidiaries were, in accordance with statutory accounting principles, approximately
$510,262,000 and $239,639,000 (3438,651,000 and $221,939,000, respectively, giving effect to the
restructuring of Financial Security completed on December 23, 1993) and the total qualified capital and the
total unearned premium reserve, respectively, of Financial Security and its consolidated subsidiaries were, in
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accordance with generally accepted accounting principles, approximately $585,935,000 and $216.434,000
($505,087,000 and $198,734,000, respectively, giving effect to such restructuring). Copies of Financial
Security's financial statements may be obtained by writing to Financial Security at 350 Park Avenue, New
York, New York 10022, Attention: Communications Department. Financial Security’s telephone number is
(212) 826-0100.

Financial Security’s claims-paying ability is rated "Aaa" by Moody’s Investors Service. Inc,
and "AAA" by Standard & Poor’s Corporation. Such ratings reflect only the views of the respective rating
agencies, are not recommendations to buy, sell or hold securitics and are subject to revision or withdrawa]

at any time by such rating agencies.

The FSA Policy does not protect investors against changes i_n market value of the FSA Insured
Bonds. The market value of the FSA Insured Bonds may be impaired a$ a result of changes in prevailing
interest rates, changes in applicable ratings or other causes.

Financial Security makes no representation regarding the: FSA Insured Bonds or the
advisability of investing in the FSA Insured Bonds. Financial Security makes no representation regarding the
Official Statement, nor has it participated in the preparation thereof, except that Financial Security has
provided to the City the information presented under the captions "FSA Bond Insurance Policy” and "Financial
Security Assurance Inc.” for inclusion in this Official Statement.

MBIA Insurance Policy '

MBIA's policy unconditionally and irrevocably guarantees the full and complete payment
required to be made by or on behalf of the Jssuer to the Fiscal Agent or its successor of an amount equal to
(i) the principal of (either at the stated maturity or by an advancement of maturity pursuant to a mandatory
sinking fund payment) and interest on the MBIA Insured Bonds (references herein to the MBIA Insured Bonds
mean the Fifteenth Series Bonds (Subseries 2)) as such payments shall become due but shall not be so paid
{except that in the event of any acceleration of the due date of such principal by reason of mandatory or
optional redemption or acceleration resulting from default or otherwise, other than any advancement of
maturity pursuant to a mandatory sinking fund payment, the payments guaranteed by MBIA’s policy shall be
made in such amounts and at such times as such payments of principal would have been due had there not
been any such acceleration): and (ii) the reimbursement of any such payment which is subsequently recovered
from any owner of the MBIA Insured Bonds pursuant to a final judgmeént by a'court of competent jurisdiction
that such payment constitutes an avoidable preference to such owner within the meaning of any applicable
bankruptcy law (a "Preference").

MBIA’s policy does not insure against loss of any prepayment premium which may at any
time be payable with respect to any MBIA Insured Bond. MBIA’s policy does not, under any circumstance,
insure against loss relating to : (i) optional or mandatory redemptions (other than mandatory sinking fund
redemptions); (ii} any payments to be made on an accelerated basis; (iii} payments of the purchase price of
MBIA Insured Bonds upon tender by an owner thereof; or (iv) any Preference relating to (i} through (iii)
above. MBIA’s policy also does not insure against nonpayment of principal of or interest on the MBIA
Insured Bonds resulting from the insolvency, negligence or any other act or omission of the Fiscal Agent or
any other paying agent for the MBIA Insured Bonds.

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in
writing by registered or certified mail, or upon receipt of written notice by registered or certified mail, by
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MBIA from the Fiscal Agent or any owner of an MBIA Insured Bond the payment of an insured amount for
which is then due, that such required payment has not been made, MBIA on the due date of such payment
or within one business day after receipt of notice of such nonpayment, whichever is later, will make a deposit
of funds, in an account with State Street Bank and Trust Company, N.A., in New York, New York, or its
successor, sufficient for the payment of any such insured amounts which are then due. Upon presentment and
surrender of such MBIA Insured Bonds or presentment of such other proof of ownership of the MBIA Insured
Bonds, together with any appropriate instruments of assignment to evidence the assignment of the insured
amounts due on the MBIA Insured Bonds as are paid by MBIA, and appropriate instruments to effect the
appointment of MBIA as agent for such owners of the MBIA Insured Bonds in any legal proceeding related
to payment of ipsured amounts on the MBIA Insured Bonds, such instruments being in a form satisfactory to
State Street Bank and Trust Company, N.A., State Street Bank and Trust Company, N.A. shall disburse to
such owners or the Fiscal Agent payment of the insured amounts due on such- Bonds, less any amount held
by the Fiscal Agent for the payment of such insured amounts and legally available therefor.

Municipal Bond Investors Assurance Corporation

MBIA is the principal operating subsidiary of MBIA Inc., a New York Stock Exchange listed
company. MBIA Inc. is not obligated to pay the debts of or claims against MEIA. MBIA is a limited liability
corporation rather than a several liability association. MBIA is domiciled in the State of New York and
licensed to do business in all 50 states, the District of Columbia and the Commonwealth of Puerto Rico.

As of December 31, 1992, MBI1A had admitted assets of $2.6 billion (audited), total liabilities
of $1.7 billion (audited), and total capital and surplus of $896 million (audited) determined ip accordance with
statutory accounting practices prescribed or permitted by insurance regulatory authorities. As of September
30, 1993 MBIA had admitted assets of $3.0 billion (unaudited), total liabilities of $2.0 billion (unaudited),
and total capital and surplus of $95! million (unaudited) determined in accordance with statutory accounting
practices prescribed or permitied by insurance regulatory authorities. Copies of MBIA’s year end financial
statements prepared in accordance with stamtory accounting practices are available from MBIA. The address
of MBIA is 113 King Street, Armonk, New York 10504.

Moody’s Investors Service rates all bond issues insured by MBIA "Aaa" ‘and short term loans
MIG 1", both designated to be of the highest quality. Standard & Poor’s Ratings Group, a division of
McGraw Hill ("Standard & Poor's"), rates all new issues insured by MBIA "AAA" Prime Grade.

The Moody’s Investors Service rating of MBIA should be evaluated independently of the
Standard and Poor’s rating of MBIA. No application has been made to any other rating agency in order to
obtain additional ratings on the MBIA Insured Bonds. The ratings reflect the respective rating agency’s
current assessment of the creditworthiness of MBIA and its ability to pay claims on its policies of insurance.
Any further explanation as to the significance of the above ratings may be obtained only from the applicable
rating agency. :

The above ratings are not recommendations to buy, sell or hold the MBIA Insured Bonds,
and such ratings may be subject to revision or withdrawal at any time by the rating agencies. Any downward
revisions or withdrawal of either or both ratings may have an adverse effect on thc market price of the MBIA
Insured Bonds.
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ADDITIONAL DEBT

Subordinated Short-Term Borrowings - Gas Works Notes

The City is authorized to issue, from time to time, Gas Works Notes pursuant to The City
of Philadeiphia Municipal Utility Inventory and Receivables Financing Act of the Commonweaith of
Pennsylvania (the “Inventory and Receivables Financing Act”) and the General Inventory and Receivables Gas
Works Revenue Note Ordinance of 1993, Bill No. 323, approved June 8, 1993 (the "Note Ordinance") in
amounts, as approved by the Mayor, the City Controller and the City Solicitor or any two of them (the
"Committee"), not to exceed $100,000,000 aggregate principal amount at any one time outstanding. The
proceeds of the Gas Works Notes may be used to finance or refund the costs of acquisition or funding of
Inventory or Receivables {as such terms are defined in the Note Ordmancc) of PGW or to refund Gas Works
. Notes. The Gas Works Notes are junior in priority of payment to the Gas Works Revenue Bonds. The Note
Ordinance provides that the final maturity date of Gas Works Notes shall be no later than the earlier of 270
days after the date of issuance or June 8, 1998. The Committes has approved a series of Gas Works Notes
(the "Series A Notes") the principal amount of which, together with interast payable thereon, will not exceed
$85,000,000 at any one time. As of October 31, 1993, $61,800,000 in aggregate principal amount of Gas
Works Notes were outstanding.

The Note Ordinance requires establishment of a sinking fund for the benefit and security of
the holders of each series of the Gas Works Notes. The City covenants to deposit in the sinking fund for the
Gas Works Notes from PGW'’s revenues such amounts as will, together with interest and profits earned and
to be earned on investments held therein, be sufficient to pay, on or before each payment date of the Gas
Works Notes, the amount required, after taking into account amounts paid from refunding Gas Works Notes
and credit support instrumeats, to pay the Gas Works Notes then becoming due and payable.

Subordinated Long-Term Borrowings - Lease Revenue Bonds

The Philadelphia Gas Works Lease Revenue Bonds, Series of 1989 (the "Lease Revenue
Bonds") were issued in August, 1989 by The Philadelphia Municipal Authority ("PMA"). The proceeds of
the Lease Revenue Bonds were used by PMA to acquire the headquarters and administrative office building
of PGW (the "Facility") at 800 West Montgomery Avenue, Philadelphia, Pennsylvania, from the City. The
amount paid to the City by PMA has been used in PGW’s ongoing capital program. PMA and the Ciy
entered into a Lease dated as of August 1, 1989 (the "Lease™) whereby the Cif’y leased the Facility back from
PMA and agreed to maintain the Facility and pay, out of Project Revenues of PGW (after payment of certain
other expenses of PGW including the payment of debt service on Bonds outstanding under the General
Ordinance and Gas Works Notes outstanding under the Note Ordinance), rentals sufficient to pay all debt
service on the Lease Revenue Bonds and other obligations of PMA incurred in connection with the issuance
of the Lease Revenue Bonds, the Lease and the transactions contemplated therein.

Rental payments by the City under the Lease are made solely from any available Project
Revenues. The payment of rentals by the City under the Lease is subject and subordinate to paymeant of the
City’s Gas Works Revenue Bonds, the City’s Gas Works Notes and certain other debt obligations relating to
PGW. The City has covenanted in the Lease that during the existence of any default under the Lease, it will
oot pay -out of Project Revenues any portion of the Base Payment due to the City for a PGW Fiscal Year
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unless and until all rentals due under the Lease for such fiscal year shall have been paid. As of October 31,
1993, the City’s rental obligation to PMA aggregated $23.285.000 in principal amount.

REMEDIES OF BONDHOLDERS

Remedies under the Act and the General Ordinance available to Bondhelders, including the
holders of the Fifteenth Series Bonds, and to any trustes for Bondholders appointed by the holders of 25%
in principal amount of any series of Bonds in default are described in the summaries contained in APPENDIX
C hereof. In addition to the remedies described therein, Bondholders or a trustee therefor are entitled under
the Pennsylvania Uniform Commercial Code to all remedies of secured parties in respect of the Project
Revenues and the funds on deposit in the Sinking Fund, incjuding the Smklng -:Fund Reserve.

Limitation on Remedies of Bondholders

The ultimate enforcement of Bondholders’ rights upon any default by the City in the
performance of its obligations under the Act, the Fifteenth Supplemenial Ordinance, the General Ordinance,
and the Fifteenth Series Bonds will depend upon the application of remedies provided in the Act, the Fifteenth
Supplemental Ordinance, the General Ordinance and other applicable laws. Litigation may be necessary to
obtain relief in accordance with these remedies. Such litigation may be protracted and costly. Remedies such
as mandamus, specific pcrformance or injunctive relief are equitable remedies that are subject to the discretion
of the court.

The following references to the Federal Bankruptcy Code, the Distressed Municipalities Act
and the Iptergovernmental Cooperation Act should not be construed as implying that the City has any
expectation or plan to seek to invoke the provisions of such statutes, or that if the City were to seek to invoke
such provisions, that the consent of the Governor, if required, would be obtained. Further, such references
are not intended 1o imply that even if the City were to file for protection under the Federal Bankruptcy Code,
any proposed restructuring would include a dilution of the sources of payment of and security for the Fifteenth
Series Bonds. The foregoing statutory provisions have not been subject 10 extensive interpretation by the
courts and there can be no assurance that the following discussion accurately reflects the interpretation that
a court may make,

Enforcement of Bondholders’ rights may be iimited by and is subject to the provisions of the
Federal Bankruptcy Code, as now or hereafier enacted, or to other laws or legal or equitable principles which
may affect the enforcement of creditors’ rights. The lntergovernmental Cooperation Authority Act for Cities
of the First Class (Act No. 6, P.L. 9) {the "Intergovernmental Cooperation Act"} adopted in 1992 prevents
the City from filing a petition for relief under Chapter 9 of the Federal Bankruptcy Code as long as the
Authority created thereunder has outstanding any bonds issued pursuant to the Intergovernmental Cooperation
Act, or if no such bonds are outstanding, requires approval, in writing, by the Governor, prior to a filing
under Chapter 9, by the City. There are currently bonds outstanding that were issued under the
Intergovernmental Cooperation” Act, which bonds are scheduled to mature at various dates to and including
June 15, 2023, subject to redemption prior to maturity. If the City were to obtain authorization from the
Governor to file a petition under Chapter 9 of the Federal Bankruptcy Code and in fact filed such a petition,
the enforcement of Bondhoiders' rights and remedies might be limited. See "BACKGROUND - The
Pennsylvania Intergovernmental Cooperation Authority” in APPENDIX D.
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The filing of a petition under Chapter 9 operates as an automatic stay of the commencement
or continuation of any judicial or other proceeding against the debtor or its property. However, a petition
filed under Chapter 9 does not operate as a stay of application of pledged special revenues to the payment of
indebtedness secured by such revenues, Special revenues include receipts derived from the ownership or
operation of systems that are used to provide utility services and the proceeds of borrowing to finance such
systems and would include the piedged Project Revenues. The Federal Bankruptey Code further provides that
special revenues acquired by the debtor after commencement of a Chapter 9 case shall remain subject to any
lien resulting from any security agreement entered into by the debtor before the commencement. However,
the lien on special revenues derived from a system will be subject to the payment of the necessary operating
expenses of that system. Therefore, Project Revenues acquired by the City after the filing of a Chapter 9
petition will remair subject to the lien of the General Ordinance and the Fifteenth Supplemental Ordinance
in favor of Bondholders, but will be subject to the payment of PGW’s necessary operating expenses as
determined by the City. These required payments could be inconsisgent with the requirement in the General
‘Ordinance that, under certain circumstances, at least 50% of the Project Révenues be deposited in the Sinking
Fund on a daily basis. If the pledged Project Revenues cannot sypport both the debt service requirements and
operating expenses of PGW, it is possible that payments to Bondholders may be reduced. The Federal
Bankruptcy Code also provides that a transfer of property of a debtor to or for the benefit of a bondholder,
on account of such bond, may not be avoided as a preferential transfer,

Unless the debtor consents or the plan proposed under Chapter 9 provides, the bankruptey
court may not interfere with any of the property or revenues of a Chapter 9 debtor or with such deblor’s use
or enjoyment of any.income-producing property. Accordingly, if the City should decide to use the proceeds
of the Fifteenth Series Bonds or the Project Revenues pledged for the benefit of the Bondholders other than
to benefit the Philadelphia Gas Works, it is unclear whether a bankruptcy court would have the power 1o
interfere with that decision. Even if a bankruptey court had such power, the court, in the exercise of its
equitable powers, could refuse to require the City to use the proceeds of the Fifteenth Series Bonds and the
Project Revenues to pay Bondhoiders, could permit a subordination of the Gas Works Revenue Bonds liens
to new boands if the former were found more than "adequately protected” or could avail itself of a broad range
of equitable remedies. The Bankruptcy Code gives a bankruptcy court wide power to effectively administer
the bankruptcy estate,

Under the Federal Bankrupicy Code, the debtor may file a plan for the adjustment of its
debts which may include provisions modifying or altering the rights of creditors generally, or any class of
them, secured or unsecured. The plan, when confirmed by the court, binds all creditors which had notice or
knowledge of the plan and discharges all claims against the debtor provided for in the plan. No plan may be
confirmed unless certain conditions are met, among which are that the plan is in the best interest of ereditors,
is feasible and has been accepted by each class of claims impaired thereunder. Each class of claims has
accepted the plan if the votes of at least two-thirds in dollar amount and more than one-half in number of the
allowed claims of the class that are voted are cast in favor of the plan. Even if the plan is not so accepted,
it may be confirmed if the court finds that the plan is fair and equitable and certain tests arc met. Thus, under
the above-described "cramdown" provisions of the Federal Bankruptcy Code, a plan of adjustment could be
imposed on the Bondholders that would give them less than their anticipated rate of interest on the Bonds or
possibly even less than a full return of their principal and/or exiend the time for payment of principal of or
interest on the Bonds.
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PHILADELPHIA GAS WORKS

General

PGW consists of all the real and personal property owped by the City and used for the
acquisition, manufacture, storage, processing and distribution of gas in the City, and all property, books and
records employed and maintained in connection with the operation, maintenance and administration thereof.
Included in such assets, in addition to an extensive distribution system, are facilities for the production of gas
to supplement the patural gas supply from pipeline transmission companies and facilities for storage. Such
facilities inelude 2 liquefied patural gas ("LNG") plant and a liguid propane gas ("LPG") plant.

Of total gas revenues for the twelve month period ended: August 31, 1993, 70% was derived
from residential customers, 25% was derived from commercial and industrial customers and approximately
5% was derived from Municipal and Housing Authority sources.

Recent operating results for PGW and debt service coverage are shown below under the

heading "HISTORICAL REVENUES AND DEBT SERVICE COVERAGE." For a further explanation of
revenues and expenses, see "MANAGEMENT'S DISCUSSION AND ANALYSIS OF THE SUMMARY

STATEMENTS OF INCOME" and APPENDIX B. See also the table enutlcd "Debt Service Requirements”
below for future debt service payments.

-

PGW Service Area

PGW, the nation’s largest municipally-owned gas utility, purcbases, sells and distributes gas
within the limits of the City. The City’s boundaries enclose a predominantly urbanized area of 129 square
miles in soutbeastern Peansylvania along the Delaware River. Within these boundaries PGW maintains a
distribution system with approximately 6,000 miles of gas mains and service pipes serving slightly more than
a half million customers. The mix of sales to PGW's customers, net of transportation sales, during the last

five years is shown in the following table:

Percent of Gas Sales
Years Ended August 31

1989 19%0 1991 1992 1993
Residential ... ........ 67.2 66.8 63.0 66.0 65.3
Industriat and
Commercial ... ... .... 28.1 28.5 32.5 29.3 30.1
Municipal and Housing
Authority . .......... _4.7 _4.7 4.3 4.7 4.6
Total ............ 100.0 100.0 1000 100.0 109.0

For a discussion of PGW's sales, see "MANAGEMENT’S DISCUSSION AND ANALYSIS
OF THE SUMMARY STATEMENTS OF INCOME" and "PGW BUDGET, RATES AND FINANCING
PROGRAM - Sales."



Management Agreement

PFMC has operated PGW pursuant to the Management Agresment since January 1, 1973.
Under the Management Agreement, various aspects of PFMC's management of PGW are subject to review
and approval by the Gas Commission and, where authorization of City Council is required, recommendation
of the City's Director of Finance or the Gas Commission or, as appropriate, both. The Gas Commission has
various responsibilities for the oversight of the operations of PGW; the Director of Finance oversees certain
financial practices of PGW and the operations of its pension plan; and the City’s Law Department is
designated as the legal advisor to the Gas Commission and PGW. See "THE GAS COMMISSION" and
"PGW BUDGET, RATES AND FINANCING PROGRAM" for a discussion of the Gas Commission and rate
proceedings.

; The term of the Management Agreement commenced %h']ag'_g_ary 1, 1973 for a period of two
years. In the absence of notice of cancellation, the term is automatically extended for additional two year
periods. The term is subject to cancellation by the City at any time, or upon the expiration of the two year
period, upon ninety days notice. No cancellation will be effective unless and until approved by resolution or
ordinance of City Council.

Management

PFMC is résponsible for providing executive management of PGW under the Management
Agreement, The Mapagement Agresment states that PFMC shal] provide a chief executive officer, chief
operating officer, chief financial officer and other personnel as deemed appropriate by PFMC. All PFMC
personnel are subject to the approval of the Gas Commission. PFMC’s officers also serve as officers of PGW.

The following brief resumes provide pertinent information on the major management
qualifications of the PFMC and PGW senior managers:

Alfred P. Degen, Executive Vice President

Mr. Degen joined PGW in 1968 and has held management positions in the Finance, Customer
Activities and Administrative areas of PGW, including the positions of Assistant Vice President-Customer
Activities, Vice President-Administration and Senjor Vice President and Chief F_inancial Officer. On January
12, 1988, Mr. Degen was appointed to the position of Executive Vice President. Since August I, 1989, Mr.
Degen bas served as the senior PGW executive with responsibility for all PGW activities. He is 2 member
of the Managing Committee of the American Gas Association’s Finance and Administrative Section, immediate
past chairman of the American Gas Association’s Consumer and Community Affairs Committes and a current
member of the Society of Gas Lighting.

Sydney M. Avent, Esq., Senior Vice President Administration and General Counsel

Ms. Avent joined PGW in January, 1984 as a Staff Attorney, was named Senior Attorney in
December, 1984, Corporate Counsel in October, 1985, Senior Vice President and General Counsel in January,
1988 and Senior Vice President Administration and General Counsel in September, 1930. Ms. Avent is a
member of the Managing Committee of the American Gas Association Legal Forum; the past president of the
Women Lawyers Division of the National Bar Association; President of the Philadelphia Bar Foundation; and
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a member of the American, Pennsylvania and Philadelphia Bar Associations and the Barristers Association
of Philadelphia. She also is a member of the American Association of Blacks in Energy.

Joseph G. Horan, Senior Vice President and Acting Chief Operating Officer

Mr. Horan joined PGW in 1956 and has held management positions in the Operations,
Customer Activities and the Corporate Planning and Development areas, including the pesitions of Vice
President-Operations and Vice President-Customer Activities. He was named Senior Vice President-Corporate
Planning and Development on March {, 1986, Senior Vice President in January, 1968 and Senior Vice
President and Acting Chief Operating Officer on September 11, 1990, He is a member of the American Gas
Association and serves on the Managing Committee of the Operating Section, as well as a member of the
Government Relations Committez. He is also a member of the Executive Committee of the Associated Gas

Distributors and the Society of Gas Operators.

Edward H. Morris, Jr., Senior Vice President and Chief Financial Officer

Mr. Morris joined PGW as Assistant Vice President of Finance in 1984, was named Vice
President of Finance in 1986, appointed Vice President and Chief Financial Officer in 1988 and Senior Vice
President and Chief Findncial Officer in December, 1990. He has overall responsibility for PGW's Operating
Budget, and the administration and overview of the Accounting and Budget. Treasury and Claims and
Insurance Departments. In addition, Mr, Morris directs the functions of the Customer Activities, through the
Vice President of Customer Activities. He is a member of the American Gas Association, Financial Executives
Institute and Board of Trustees of the American Gas Foundation. Mr. Morris is aiso a member of the Board
of Directors and Chairman of the Audit Committee of Independence Blue Cross.

Employee Relations

At November 26, 1993, PGW employed 2,388 people. Presently, approximately 74% of
PGW’s employees are represented by the Gas Works Employees’ Union Local 686, approximately 1% are
represepted by the United Plant Guard Workers of America, Local 506 and 25% are unaffiliated management.

The current agreement with the Gas Works Employees’ Union Local 686 expires on May 15,
1998.

The previous agreement with the Gas Works Employees’ Union expired without the parties
reaching an agreement. On August 6, 1993, there was a work stoppage by the Union over a number of
issues, including salary issues, in the contract proposed by PGW. This work stoppage lasted 85 days until
it was settled in October, 1993 with the current agreement. It was the third work stoppage in the history of
PGW, the previous two of which cccurred in 1971 and 1989 and were of shorter duration.
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Facilities

Production Faciljties - The principal PGW natural gas facilities include eight city gate stations
and 1wo major gas production plants, Richmond and Passyunk. Located at these plants are two LNG facilities,
a gas control center, a de-activated propane/air facility and two gas holders.

Natural gas is received through eight City gate stations from two pipeline transmission
companies, Texas Eastern Transmission Corporation (TETCO)} and Transcontinental Gas Pipe Line
Corporation {TRANSCO). The facilities at each of the City gate stations perform two basic functions,
metering the flow of gas and controlling the pressure delivered to PGW'’s distribution system.

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

The LNG storage and vaporization facility at the Passyunk plant receives its liquefied gas
supply from the Richmond plant via cryogenic trailer trucks. The Passyunk LNG facility consists of one LNG
storage tank of 3,066,000 galions (i.e., the equivalent of 253,300 thousand cubic feet (Mef) of natural gas)
and three LNG vaporizers, each having a capacity of 45,000 Mcf per day.

——

The Richmond LNG plant has facilities for liquefaction in addition to storage and
vaporization. During the non-heating season, PGW uses the Richmond LNG plant to liquefy and stor= natural
gas from the pipelines. The LNG plant has the capacity to liquefy and store approximately 23,500 Mcf per
day and the two storage tanks have a combined 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 480,000 Mcf per day.

The Passyunk LPG plant has the air compression and propane vaporization capacity to
produce 60,000 dekatherms (Dth) of LPG mix per day and has a liquid propane storage capacity of
approximately 662,250 gallons. This facility is idle since its use is not anticipated in the current gas supply
forecast before 1998, and then only in design winter conditions.

Both the Richmond and Passyunk plants have a low pressure. gas holder. Holders are used
for keeping daily pipeline purchases within contract limitations and for hourly peak shaving requirements.
These holders have operating capacities of 1,000 Mcf and 6,000 Mcf for the Richmond and Passyunk plants,
respectively. .

Distribution Facilities - The principal gas distribution facilities consist of approximately 3,021
miles of main, 507,319 service pipes, 205 regulator stations, 525,963 active meters, miscellaneous valves,
instruments and other appurtenances. There are five different operating pressure systems; each system is
connected to the others by control regulators. The high pressure systems operate at approximately 110, 60
and 35 pounds per square inch of gas (psig); the intermediate pressure system operates at 5 psig; the low -
pressure system operates between 6 and 9 inches of water column (approximately .25 psig). The majority of
customers are served from the low pressure system. '
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Approximately 61 percent of the gas mains are cast iron pipe, 33 percent steel pipe, 5 percent
ductile iron pipe and 1 percent plastic pipe. Approximately 62 percent of the service laterals are stee] and 38
percent plastic. The part of the system subject to corrosion is cathodically protected.

Other Facilities - PGW’s executive and operating offices are located at 800 West Montgomery
Avenue which is a 150,000 square foot office building completed in 1988. The old office building houses
distribution and customer service dispatch centers, operating stations and warehousing, as well as management
information systems, 2 metal fabrication shop and a meter repair shop. Additional facilities include eight
district offices and four operating stations for customer service and distribution crews. In addition, there is
a warchousing facility and an automotive maintenance and repair facility. The automotive maintenance and
repair facility is responsible for the upkeep of PGW's fleet of over 1,000 vehicles and equipment. PGW also
maintains minor automotive repair facilities at three of its operating stations.

; =

THE GAS COMMISSION

The Management Agreement provides for a five member Gas Commission coansisting of the
City Controller (or his representative), two members appointed by City Council and two members appointed
by the Mayor, and vests in the Gas Commission the responsibility for oversesing the operation by PFMC of
PGW. The current members of the Gas Commission are listed below:

-y

Marian B. Tasco, Chairwoman - Mrs. Tasco currently represents the Ninth District in
Philadeiphia City Council. Her current term as a member of City Council expires January 1, 1996. Mrs.
Tasco was appointed to the Gas Commission by City Council.

Jopathan A. Saide] - Mr. Saidel is the City Controller of the City. Mr. Saidel’s term of office
as Controller and his position on the Gas Commission expire on January 1, 1998.

Robert J. F. Brobvn, Esq. - Mr. Brobyn serves as a mayoral appointee to the Gas
Commission with a term expiring lanuary 1, 1996. Mr. Brobyn’s law firm is Robert J.F. Brobyn &

Associates focated in Plymouth Meeting, Pennsyivania.

Happy Fernandez - Mrs. Fernandez serves as Councilwoman-At-Large in Philadelphia City
Council. Her current term as a member of City Council expires Janua_ry 1,,1996. Mrs. Fernandez was
appointed to the Gas Commission by City Council.

Tarleton . Williams - Mr. Williams serves as a mayoral appointee to the Gas Commission
with a term expiring January 1, 1996. Mr. Wiliiams recently retired as an executive with Unisys Corporation.

The Management Agreement grants to the Gas Commission certain specified powers and
duties and all other powers not specifically granted to PFMC. The powers and duties granted to the Gas
Commission include fixing of PGW rates and charges, approval of personnel provided by PFMC, review of
gas supply contracts for approval by City Council, approval of changes in tests and standards of gas quality
and pressure, approval of the annual operating budget, review of the capital budget and recommendations
thereon to City Council, approval of certain loans, access to and review of all books, records and accounts
of PGW, prescription of insurance requiremeants, promulgation of standards for procurement and disposal of
material, supplies and services, and approval of all real property acquisitions for further approval of City
Council,
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PGW BUDGET, RATES AND FINANCING PROGRAM

The Project Revenues which PGW uses to pay debt service on the Bonds and to fund its
operations are derived primarily from the sale of gas and related services to its customers. Rate and tariff
charges for the sale of gas and services are proposed by PGW based on anticipated revenues and expenses,

required debt service coverage and need for funds for capital expenditures, among other factors.

PGW Budget Process and Rate Charges

The Management Agreement, in its current form, requires PGW to prepare an annual
operating budget and an operating forecast for four years compnsmg the ensuing year and the three years
following the budget year. The operating budget and forecast are’ sui:uccr. to the approval of the Gas
Commission. PGW also prepares annually a proposed capital budget and a forecast for six years comprising
the budget year and the five years following the budget year. The capital budget and forecast are reviewed
by the Director of Finance of the City and the Gas Commission and are forwarded to City Council for
approval. These budgets and forecasts are estimates and are subject to future events and the passage of time.

Whenever a rate change is sought by PGW or other parties, the Gas Commission holds public
hearings on the proposed change at whick PGW and other interested parties are permitted to present evidence
supporting their position with respect to the rates. Community Legal Services, Inc. was appointed by the Gas
Commission in 1988 16 serve as Public Advocate in rate hearings to represent residential customers. The Gas
Commission issues orders based upon its findings. These orders may direct PGW to reduce expenses in
certaip areas or increase spending on certain items or to undertake specific projects. The Gas Commission
considers a oumber of factors before determining whether to accept, modify or reject the rate increases
proposed by PGW. The Gas Commission orders regarding rates may be appealed by PGW and other
interested parties to the Court of Common Pleas of Philadelphia County with further right of appeal to the

Commonwealth Court.

Rates and Charges

The rates determined by the Gas Commission to be charged by PGW for providing gas and
related services, are subject to various statutory provisions. The General Ordinance and the Mapagement
Agreement, the complete text of which was authorized by ordinance, each contain a rate covenant. See
APPENDIX C for a further description of the General Ordinance.

The Management Agreement directs the Gas Commission, without further authorization of
City Council, to fix rates and charges (other than charges to the City and the Philadelphia Board of Education,
which are subject to appraval of City Council) which, together with other Project Revenues, will in each fiscal
year produce revenues sufficient, at a minimum:

(a) to pay all the operation and maintenance costs and expenses of PGW,
including, but not limited to, depreciation, employes retirernent costs and a management fee to PFMC not
exceeding $300,000 annually; to pay debt service (inciuding sinking fund deposits} becoming due in such fiscal
year on debt incurred for PGW and to meet applicable rate covenants;
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®&) to make annual payments to the City in the aggregate principal amount of
$18 million; ’ :

(e) to provide appropriations for debt reduction and capital additions not
otherwise provided which are determined by the Gas Commission to be reasonable and which are approved
by City Council; and

{d) to provide reasonable additions to working capital as may be determined by
PFMC and approved by the Gas Commission.

The Management Agreement provides that, for purposes of complying with such rate
requirements, the amount of operating expsnses which do not represent an “actual outflow of funds (e.g.,
depreciation) may be included in determining whether revenuss are sufficient to meet other costs, expenses
and requirements.

The Management Agrecment also requires the rate schedules to be nondiscriminatory and
based on a suitable and reasonable ¢lassification of the services provided, taking into consideration the nature
and purpose of the use, the quantity used, the time when used, the available supply of gas and other competing
fuels, the maximum demand and State and Federal laws, regulations and guidelines. The Gas Commission
has granted a 20% discount to'persons &5 years of age and over for residential use.

‘The Philadelphia Home Rule Charter contains provisions which authorize the Department of
Public Property of the City, pursuant to standards ordained by City Council, to fix rates and impose charges
in the amount necessary to yield the City at least an amount equal to PGW's operating expenses and deht
service payments (including sinking fund requirements), but only in the event PGW is not managed and
operated pursuant to a lease with an entity other than the City. Since PGW currently is, and since January
1, 1973 has been, managed by PFMC pursuant to the Management Agreement, the Department of Public
Property of the City currently does not fix rates and impose charges as provided in the Philadelphia Home
Rule Charter.

Capital Improvement Program

The rates proposed by PGW and approved by the Gas Commissicn also take into account the
needs of PGW’s capital improvement program (the "Capital Improvement Program") which generally is
funded by the sale of revenue bonds and internally generated funds ("IGF"). Net proceeds of revenue bond
sales.are placed into restricted segregated accounts for the Capital Improvement Program and are requisitioned
for expenditures as required for the Capital Improvement Program or to reimburse PGW for expenditures
made in advance of issuance of Gas Works Revenue Bonds. For use of the proceeds of the Fifteenth Series
Bonds, see "PLAN OF FINANCE AND ESTIMATED SOURCES AND USES OF PROCEEDS." PGW
determines its capital improvement requirements from projected customer additions, pipeline gas availability,
peak day gas requirements, enforced relocation due to highway and bridge construction and the need to
maintain its plant and equipment in a safe, adequate and reiiable manner. For further discussion of the Capitai
Improvement Program, see "1993 Capital Budget and Forecast" below and APPENDIX B - "Engineering
Report."



The following table presents information regarding actual net capital expenditures for Fiscal
Years 1989-1993:

FISCAL YEAR
NET CAPITAL EXPENDITURES ® -
(Dollar Amounts in Thousands)

1989 1990 1991 1992 1993
Gas Supply $ 6,320 $ 6,763 $ 6,457 $ 4,310 $ 7,047
Distribution 39,419 39,164 ,36,497 37,073 33.044
Customer Service 3,004 4,155 i-4,638 3,971 6,870
Other 8.380 8.116 6.30T 8,048 3,930
Total $57,123 $58,198 $53.,893 53,402 $50.891
Internally Generated
Funds to Fund
Capital Improve-
ments 8,200 $17.300 0- $11,400 $12,100

{1} Net of reimbursements,  contributions and salvage.

Internailly Generated Funds

PGW provides for a portion of capital costs to be funded through the use of IGF. 1GF consist
of funds generated by PGW net revenues after payment of City Charges which are available in part because
of the level of debt service coverage established by the Gas Commission and achieved by PGW’s. operations.
See "Debt Service Coverage Ratio” below. A decline in net revenues reduces IGF and requires that the
shortfall be funded from the sale of additional revenue bonds. In Fiscal Year 1991, due to the warmer than
normal winter season, which adversely impacted revenues, PGW did not generate any IGF. In Fiscal Years
1989-93, IGF funded from a low of zero to a high of 30% of the capital expenditures and averaged 18% over
the fiscal periods.

Gas Cost Rate

PGW’s greatest-expense is the cost of natural gas and raw materials. These costs are
recovered through the operation of the Gas Cost Rate ("GCR") as authorized by the Gas Commission. The
base rate established from time to time by the Gas Commission in its rate proceedings includes a fuel
component cost. The GCR is designed to permit PGW, on a quarterly basis, to adjust its charge to residential
customers to approximate its actual cost of fuel materials. PGW calculates its anticipated annual cost for fuel
and allocates that cost to its customers on a levelized basis for payment during the fiscal year. GCR
collections are then matched against actual costs for the year to date, and the GCR is adjusted quarterly, if
necessary, to credit or charge consumers in the upcoming period for overpayment or underpayment for fuel
costs fo date. For Fiscal Year 1992, the base cost of fue] raw materjals included in the rates was $3,18 per
Mef, and the GCR effective as of December 19, 1991 was 35.65 cents per Mef, reflecting a charge on
customers bills. On September 1, 1992, PGW filed with the Gas Commission & GCR charge of 40.75 cents
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per Mcf to be effective on September 1, 1992, The Gas Commission approved the GCR charge of 40.75 cents
per Mcf on December 8, 1992, effective retroactively for all applicable gas use on or after September 1, 1992,
On August 2, 1993, PGW filed its GCR Tariff proposal for Fiscal Year 1994 as a charge of €9.41 cents per
Mef to be effective September 1, 1993. On November 9, 1993, the Gas Commission approved a GCR charge
of 69.57 cents per Mef to be effective-retroactively for all applicable gas used on or after September 1, 1993.

Fiscal Year 1992 Operating Budget and Rate Proceeding

On July 16, 1991, PGW filed the Operating Budget for the 1992 Fiscal Year and a request
for a rate increase designed to produce additional net revenues of $28,000,000, as amended, for Fiscal Year
1992 with the Gas Commission. PGW believed this proposed base rate, increase was necessary to produce
additional revenues sufficient 1o meet the anticipated requirements of PGW's Capital Improvement Program,
operating expenses and debt service coverage ratio.

On December 19, 1991, the Gas Commission approved a base rate increase of $15,032,000.
Certain aspects of this rate decision order have been appealed by the Public Advocate and cross appeaied by
PGW and PFMC 1o the Court of Common Pleas of Philadelphia County. The City has also intervened in this
appeal. .

The order issued by the Court of Common Pleas of Philadelphia County on October 16, 1992,
rejected the issues raized by the Public Advocate, including its objections to the $18 million payment to the
City from PGW, accepted certain expense adjustment changes proposed by PGW and remanded certain items
back to the Gas Commission for adjudication, The Public Advocate has zppealed the decision to the
Commonwealth Court of Pennsylvania. On Japuary 14, 1994, the Commonweajth Court, en banc, affirmed
in all respects except one the Orders issued by the Court of Common Pleas of Philadeiphia County on
September 22, 1992 and October 16, 1992 including certain expense adjustments proposed by PGW. The
Commonwealth Court reversed the Court of Common Pleas and held that the City Ordinance requiring the
fixed payment (currently $18,000,000) each year from PGW to the City is arbitrary and invalid, and remanded
to the Gas Comimission the recalculation of PGW’s rate increase request without the fixed payment. The City
is expected to seek reconsideration from the Commonwealth Court or file a Petition for an Allowance of
Appeal to the Supreme Court of Pennsylvania challenging this ruling of the Commonwealth Court. At this
time, PGW cannot estimate what effect, if any, this decision will have on its operating budget.

.

Fiscal Year 1993 Operating Budget

On May 29, 1952, PGW filed with the Gas Commission its 1993 Operating Budget. This
filing did not present a request for an increase in base rates. On March 16, 1993, the Gas Commission
approved the 1993 Operating Budget.

Fiscal Year 1994 Operating Budget

On June 30, 1993, PGW filed with the Gas Commission its 1994 Operating Budget. This
budget was based on base rate levels approved by the Gas Commission on December 19, 1991 and which
continued in effect at the time of filing. The filing did not present a request for an increase in base rates.
On November 9, 1993, the Gas Commission approved the 1994 Operating Budget and made no change to
PGW’s base rates. The Public Advocate has filed a notice of appeal with the Philadelphia Court of Common
Pleas of certain aspects of the 1994 Operating Budge! regarding the effect on the Operating Budget and
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payment to the City of Philadelphia associated with PGW’s work stoppage in the months of September and
October, 1993. PGW cannot estimate what effect, if any, this appeal will have on the approved 1994

Operating Budget.
1994 Capital Budget and Forecast

PGW'’s proposed capital budget for Fiscal Year 1994 and its Five-Year Forecast were filed
with the Gas Commission on March 1, 1993. On May 4, 1993, the Gas Commission adopted PGW's
Proposed Capital Budget for Fiscal Year 1994 and Five-Year Forecast with several adjustments. On May 11,
1993, the City’s Finance Director gave a favorable recommendation to the Gas Commission regarding PGW’s
Proposed Capital Budget. On June 11, 1993, PGW Petitioned the Gas Commission for reconsideration of s
decision regarding the Capital Budget for Fiscal Year 1994 and Five:Year Forecast. "On August 16, 1993,
the Gas Commission granted PGW reconsideration and will take addlﬁonal ewdence On January 11, 1994,
the Gas Commission agreed to forward the proposed Capital Budget, with' tcchmcal corrections, to the City

Council with a favorable recommendation for approval.

The Fiscal Year 1994 Capital Budget and Forecast in the ner amounts of $61.0 million and
£318.8 million, respectively, provide funds for the customary maintenance, construction and replacement items
necessary to continue service to PGW's customers, Over 78% of the gross Fiscal Year [994 Capital Budget
and over 74% of the five-year forecast expenditures are for replacement of facilities to ensure continuing safe,
Teliable and adequate service. The balance of the projected capital budget expenditures are included to provide
new and expanded ga$ service to present and future customers. For a discussion of the Fiscal Year 1994
Capital Budget and Forecast, see APPENDIX B - "Enginsering Report - Capital Improvement Program”.

Debt Service Coverage Ratio

The annual operating budget approved by the Gas Commission estimates the evel of revenues
" required to reach the debt service coverage ("DSC") ratio authorized by the Gas Commission. As shown
below, during four of the last five fiscal years, PGW's actual operating results have produced a DSC ratio
appreciably lower than the coverage estimated in the approved Operating Budget:

Fiscal DSC Ratio
Year Budgst Actual
M? 1.79 1.5%
1990 1.73 1.51
1991 1.81 1.51
1992 1.79 1.53
1993 1.63 1.65

The differénce between budgeted debt service coverage and actual coverage is attributable
to a variety of factors, including (a) shortfalls in revenue, and (b) differences between PGW and the Gas
Commission in the calculation of cerain expense items such as reserve for bad debts. The major reasons for
the shortfalls in revenue are weather conditions which result in differences between budgeted and actual degree
days and levels of interruptible sales and associated profit margins which depend on fuel oi] prices. In order
1o compensate for these changes over which PGW has no control, PGW recommends a DSC ratio of
approximately 1.80 to provide a margin of comfort. Certain cost cutting programs, based on assumptions
about PGW’s operations made by the Gas Commission during rate proceedings, are sometimes difficult to
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implement as planned, due to timing restraints and implementation costs and actual results of the
implementation of Gas Commission orders may not have the effect on revenues and expenses anticipated by
the Gas Commission. See also "HISTORICAL REVENUES AND DEBT SERVICE COVERAGE",

Other Regulatory Matters

During 1992, as part of the operating budget and GCR tariff hearings, the Gas Commission
ordered PGW to perform the following actions: 1) to file by February 1, 1992 a proposal to secure limited
Gas Commission authority for the recovery through PGW's fue] cost adjustment clause (GCR) of both gains
and losses op financial hedging contracts for natural gas purchases oo the futures market; and 2) to file with
the Gas Commission by March 1, 1993 a proposal, either separately orjointly with the Public Advocate, to
define procedures 1o maintain the appropriate level of confidentiality for the“disclosure, and discussion, of
proposed natural gas purchase contracts, .

The required filing on bedging authority was made. A hearing was held and the matter
currently awaits the presentation of the Hearing Examiner’s Recommended Decision to the Commission for
their decision.

The required filing to define procedures for maintaining appropriate levels of confidentiality
for commercially sensitiye data contained in natural gas purchasing contracts has been made and jointly
stipulated 1o by PGW ‘and the Public Advocate. It is currently awaiting Commission action.

- GAS SUPPLY AND REGULATION

In 1992, the Federal Energy Regulatory Commission ("FERC") issued Order 636 which
completed the restructuring to the naturaj gas market to provide open-access to all suppliers and transporters,
Previously, pipelines provided a bundled sales service delivering the pipeline’s gas at a utility’s city gate. In
the restructured, unbundled marketplace PGW must contract individually for its supply, storage and
transportation needs. During the summer and fall of 1993, both Texas Eastern and Transcontinental Gas
pipelines, which provide the only direct connections with PGW’s city gates, made this transition.

PGW now has put into place firm contracts for natural gas supply with tweive producers,
marketers and pipeline merchants, assuring virtually all of its supply requirements. Further, it has contracted
for natura) gas storage service with five different pipeline affiliates’ operating storage facilities. This permits
the injection of summer supply and its storage and later withdrawal to meet the higher winter demands of its
heating customers. Finally, it has contracted for firm transportation service with the two direetly connected
pipelines, as well as with the necessary upstream pipelines feeding these lines, to deliver all volumes
purchased, together with those volumes withdrawn from storage.

In addition, PGW owns and operates suppiemental LNG and LPG facilities to meet
incrementa) demand in excess of flowing pipeline and storage supplies. PGW's supplies of natural gas and
LNG are adequate to meet its projected demand under either normal or design {colder than normal) conditions
through 1997. The use of the LPG facility is not anticipated until Fiscal Year 1998, and it is therefore, at
present, temporarily out of service.

Under the Federal Clean Air Act Amendments of 1990, the gas compressors at PGW's LNG
plant will require major changes in combustion controls to avoid exposure of PGW to severe penalties for non-
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attainment. To date, the Pennsylvania Department of Environmental Resources (the "DER") has not set
emission standards which are necessary for design of the controls. PGW is proceeding with controi
engineering in Fiscal Year 1994, but must, along with owners of about 400 other compressors in
Pennsylvania, have final emission requirements specified to complete design and then attempt to order and
install the coptrols prior 1o the May, 1995 mandated compliance date. PGW's actions are consistent with
compliance requirements; however, unless the Pennsylvania DER issues emission standards in a timely
manner, PGW and the other Pennsylvania compressor owners will not be able to comply. PGW has budgeted

amounts believed necessary to comply.
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SUMMARY STATEMENTS OF INCOME

{nformation for the Fiscal Years ended August 31, 1992 and 1993 should be read in conjunction with the audited financial staternents

and notes included in Appendix A hereto.

Operaling revenues

Operating Expenses:
Natural gas
Gas processing
Cuslomer service
Distribution
Customer activities
Administrative and general
Pensions
Taxes, other than income
Depreciation

Total operating expenses

Operating income (loss)
Interest and other income

Income (loss) before interest expense

Interest expense

Net income (loss) (1)

238,087
24,410
20,382
16,244
46,652
27,185
21,497

5,831
19,015

419,303

53,403
12,858

66,261
47,736

$ 18,525

(Dollars Amounts in Thousands)
Fiscal Years Ended August 31,

1990
$472.172

230,362
25,390
19,229
20,588
51,144
26,989
17,748

6,153
18.872

416,475

55,697
11,880

67,577
49,007

$ 18,570

1991

$461,57

J

208,402 |

22,362
17,835
18,519
57,644
28,687
16,204

6,340
20,890

396,883

64,689
12,636

77,325
32,871

§ 24,454

(1) Net income is before payment of the $18,000,000 Base Payment portion of City Charges.
(2) Provided by PGW Management. Interim results are nol necessarily indijcative of year-end resulls as certain revenues and expenses are seasonal.

-

211,730
21,389
21,387
19,422
57,854
35,357
14,245

6,683
21,978

410,045

80,169
10,238

90,407
55,553

$ 34,852

Two Months

Ended

October 31, (2)

1993 1992
$526,917 $57.752
243,250 25,620
21,482 3,166
20,100 3,798
20,674 3,251
61,672 10,197
39,960 5,540
12,469 2,054
8,127 1,205
23,010 3,745
450,744 58,576
76,233 (824)
11,203 1,542
87,436 718
:53,967 8 587
L
7$33.469 $.(7.869)

29,806
1,298
3,037
3,228
11,772
4,319
2,068
4,391

(2,324)
1,102

(1,222)
8,990

$(10,.212)



MANAGEMENT"S DISCUSSION AND ANALYSIS OF THE SUMMARY STATEMENTS OF INCOME

General Considerations

During the five fiscal years ended August 31, 1993 (presented in the foregoing Summary
Statements of Income), PGW experienced slightly fluctuating natural gas sales caused, in part, by varying
winter weather conditions, conservation efforts on the part of PGW’s customers and varations in the numbar
of customers PGW serves., PGW’s annual sales of natural gas pet of transportation sales varied from a high
of 75.4 billion cubic feet (bef) in 1993 1o a low of 68.7 bef in 1991,

Other major factors which influenced natural gas sales and overall financial results during this
period include: (i) volatility of patural gas costs to PGW; and (ii) concurrent decreases in the cost of
alternative fuels such as oil which resulted in volatility in demand and profjt. margins for interruptible sales
{see "Five Year Summary of Gas Sales" below). e

Five Year Summary of Gas Sales

Total gas sales for PGW are comprised of sales to firm and interruptible customers. Firm
customers receive gas service under various schedules which anticipate no interruptions in delivery of natural
gas, Firm service is sold to residential, commercial and industrial customers depending on the type of service
required and represented 84_"2.5 of total gas sales by volume as of the end of Fiscal Year 1993. Interruptible
service is offered to customers under schedules or contracts which anticipate and permit interruptions on short
notice, generally in peak-load periods. Interruptible service is sold to high volume commercial and industrial
customers and represented 16% of otal gas sales in Fiscal Year 1993. (See "SELECTED OPERATING
DATA" below for a five year summary of gas sales).

Gas sales in fiscal year 1989 iotaled 72.5 bef, a decrease of 2.9 bef from the prior year.
Temperatures during the 1989 heating season were slightly warmer than normal (a "normal year" is 4,600
degres days) resulting in 4,579 degree days, a decline of 21 depree days from normal and 97 degree days or
2.1% less than experienced in 1988. Sales to firm customers of 62.0 bef were down .8 bef from the previous
year. Associated interruptible revenues decreased by 10.7% 1o $36.7 million as competition from alternative
fuels lowered demand for gas service.

In Fiscal Year 1990, gas sales totaled 71.7 bef, a decrease of .8 bef from the previous year.
Temperatures during the 1990 heating season were warmer than normal resulting in 4,431 degree days, a
decrease of 169 from the normal level and 148 degree days or 3% below the level experienced in 1989, Sales
to firm customers were 61.5 bef, down 0.5 bef from the 1989 level reducing revenues by $4.4 million. This
decrease is mainly attributable 1o the impact of the warmer temperatures on residential beating customers.
Sales to interruptible customers declined moderately from 10.5 to 10,3 bef, reflecting both reduced customer
demand and cold weather curtailments during the heating season. However, revenues for interruptible
customers increased 9.5% to $40.2 million or improved margins.

Gas Sales in Fiscal Year 199] totaled 68.7 bef, a decrease of 3.0 bef from the previous year.
Temperatures during the 1991 heating season were significantly warmer than normal resulting in 3900 degres
days, a decline of 700 from normal and 331 degree days or 12.0% less than experienced in 1990, Sales to
firm customers of 56.2 bef were down 5.2 bef from the previous year. This decrease is mainly attributable
to the impact of the warmer temperatures on residential heating customers. Sales o interruptible customers
increased 21 % to 12.5 bef and associated interruptible revenues increased 29.6% to $52.1 mijllion largely as
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a resuit of increased customer demand and higher average prices. Gas transportation volumes were .6 bef
producing revenues of $.5 million,

In Fiscal Year 1992, gas sales totaled 71.8 bef, an increase of 3.1 bef over the previous year.
Temperatures during the 1992 heating season were significantly cooler than during the 1991 heating season
totaling 4,542 degree days, a slight decline of 58 degree days from the normal level, but 642 degree days or
16% above the 1991 level. Sales to firm customers were 61.1 bef, up 5.0 bef or 8.8% from the 1991 level,
increasing revenues by 10.6%. Sales to interruptible customers declined from 12.5 bef in 1991 10 10.7 bef
in 1992 reflecting reduced customer demand. Associated interruptible revenues decreased 28.3% to
$37.3 million. Gas transportation volumes were 3.9 bef producing revenues of $2.4 million.

Gas Sales in Fiscal Year 1993 totaled 75.4 bef, an increase of 3.6 bef from the previous year.
Temperatures during the 1993 heating season were cooler than normal resulting in 4,731 degree days, an
increase of 189 over the 1992 heating season apd [3] over the normal degree days level. Sales to firm
customers were 63.0 bef, up 2.0 bef from the 1992 fevel, increasing revenues by 5.7%, Sales to interruptible
customers increased from 10.7 bef in 1992 to 12.3 bef in 1993 largely as a result of increased customer
demand. The related interruptible revenues increased 24.9% to $46.7 million. Gas transportation volumes
were 2.8 bef producing revenues of $.5 million.

oy

Natural Gas

In fiscal year 1989, natural gas expenses rose by $8.8 million or 4% from: the previous year’s
level primarily due to higher pipeline supplier prices. The higher costs were offset, in part, by lower sendout
requirements and the application of refunds deferred from the 1988 fiscal year.

Natural gas expense for the 1990 fiscal indicates a decrease of §7.7 million or 3% from the
1989 fiscal year level. This decrease was attributable to lower pipeline prices and reduced sendout
requirements stemming from warmer heating season peeds.

In Fiscal Year 1991 natural gas expenses declined by $22.0 million or 10% from the previous
year’s level. This decrease was primarily the result of reduced sendout requirements, stemming from a
warmer than normal heating season and lower prices from pipeline suppliers.

Natural gas expenses for Fiscal Year 1992 increased by 33.3 million or 2% from the 1991
Fiscal Year jevel, This was the resuit of higher sendout requirements due to the return of a normal winter
and a decline in refunds received from pipeline suppliers’ settlements. These additional costs were offset, in
part, by continuing lower prices from pipeline suppliers.

In Fiscal Year 1993, natural gas expenses rose by $31.5 million or 15% from the previous
level. This increase was mainly the resuit of higher pipeline supplier prices and additional sendout
requirements. These increases were offset, in part, by.a rise in the refunds received from pipeline suppliers.

Accounts Receivable

High accounts receivable balances and a large number of delinquent accounts have troubled
PGW for several years. The Gas Commission, through its regulatory review and orders, seeks to obtain a
balance between the concerns of PGW, the City and the customers. Consequently, PGW has taken a
progressive position in assisting customers in meeting energy costs. PGW has been active in various City
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communities in promoting its Conservation Works Program. It has also actively promoted customer financial
assistance in meeting energy costs through programs funded from both governmental and private sources,

As the result of these activities, the financial assistance programs provided a total of $13.3
million and $13.6 million in aid to customers in the 1992 and 1993 fiscal years.

In addition, PGW maintains the following programs to assist customers in meeting past
obligations:

° Forgiveness Repayment Agreements - (5%-2% Agreements) permit customers
meeting income eligibility tests to enter into an agreement initially paying 5% of
account arrearages and monthly current gas usage plus 2% monthly of the ininal
arrears. This program offers a potential for a maximum forgiveness of 50% of

" initial arrears. This repayment program is now closed to"new entrants and will be
phased out over time as current members successfully complete or default their
agreements.

. 20% Repayment Agresments - offered to customers whose household income is
above 150% of the federal government poverty guidelines - provides for a 20%
initial payment of past due amount with the remaining amount to be paid over a
maximum of 24 months. :

As of August, 1993, there were 54,736 delinquent customers who had 5%-2% Agreements,
of which 18,831 were currently active with a tota] receivable balance of $15.5 million. There were 91,566
delinquent customers which had 20% repayment agreements, 26,717 of which were active with a total
receivable balance of $13.1 million. The total amount of active outstanding accounts under these two
repayment plans was 22% of total Gas Accounts Receivable:at August, 1993. PGW has increased the reserve
for uncollectible accounts to provide for account reinstatements under the two repayment plans.

I the summer of 1988, PGW petitioned the:Gas Commission to modify the Customer Service
Regulations. Rather than litigate the issues, PGW and Community Legal Services ("CLS"), acting as the
Public Advocate, entered into settlement negotiations. As a resuit of this action, a joint proposal was
developed which was submitted to and approved by the Gas Commission.

Inciuded in the settlement agreement was a two year pilot program known as the Energy
Assurance Program (EAP). This percentage of income plan is offered to customers whose household income
is at or below 150% of the federal government poverty guidelines. Instead of paying the actual cost of the
gas, the customers pay only a set percentage of the household’s gross monthly income, toward their current
usage. The percentage they are asked to pay depends on their level of poverty. Customers are also asked
to pay $4.00 a month toward their arrearages. The shortfal] between current usage and the percentage of
income payment reduces the reported billed revegues. After a three-month history of payment compliance
is established, a proportional amount of the arrearages is written off monthly over a three year perod. As
of August, 1993, approximately 8,292 customers coptinue to meet the program requirements and are currently
enrolled in the EAP Plan. The amount of current active outstanding EAP accounts receivable at August, 1993
was $4.6 million.

The Conservation Works Program is the weatherization energy conservation segment of EAP.
Estimated savings in gas energy usage of up to 20% per customer are anticipated.
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After completion of the EAP pilot program and a subsequent expansion of the program from
5,000 customers to a total of 15,000, an evaluation of EAP was filed with the Gas Commission. This report
provides an evaluation of the first year of operation of the EAP.

At its March 16, 1993 meeting, the Gas Commission asked that all interested parties file
comments on the EAP year one report. After filed comments were received by the Gas Commission, it was
determined by the Gas Commission that a formal tariff amendment process was required. Following
evidentiary hearings, community input hearings and circulation of proposed tariff changes, the Gas
Commission issued an order in November, 1993 that will change PGW’s customer regulations.

As a result of this process a new payment program has been approved and the EAP has been
eliminated. The new program, named the “Customer Responsibility Program” (CRP"), is open to all
customers whose household income is at or below 150% of the federal government poverty guidelines.
Current EAP members will be automatically enrolied in the CRP. New entrants other than current EAP
customers will be required to pay 5% of their arrearage upon entering the CRP. Customer payments are set
at the customer’s actual usage plus 2% of the participant’s starting arrearage, 7.35% of household income or
a $30 minimum bill. The CRP has a maximum payment of 12% of the household’s gross annual income.

To address the escalating accounts receivable balance of PGW, the new regulation calls for
the assignment of CRISIS and/or LIHEAP grants to PGW, the limitation of one repayment agreement per year
and a shortened moratorium- period.

The financial impact of these changes is not yet quantified by PGW. The CRP is expected
to be in place and accepting applications in February, 1994.

The status of Accounts Recejvable during the 1989 to 1993 period is reflected in the following
table:
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ACCOUNTS RECEIVABLE, ACCUMULATED PROVISIONS FOR UNCOLLECTIBLE

ACCOUNTS, WRITE-OFFS OF ACCOUNTS RECEIVABLE, DELINQUENT
CUSTOMERS, AND REVENUE STATISTICS

Billed gas revenues
during the year

Accounts receivable at
August 31

Accumulated provisions
for uncollectible
accounts at
August 31

Net accounts receivable
at August 31

Accumulated provisions for
uncoliectible accounts
as a percentage of accounts
receivable (%)

Write-offs during the
year”

Receivables as a percentage
of billed gas revenues
during the year (%)

Delinquent customers
{annual average)

Delinquent customers at
August 31

{Pollar Amounts in Thousands)

Fiscal Years Ended August 31,

1689

$469,569

$87,994

$39,18]

$48,813

445

$20,920

18.7
141,095

121,462

® Net write-offs.

1990 1991

§470,110 $443,124
$51,215 $93,§6!
$41,053 $48.027
$50,162 $45,334

45.0 51.4
$22,137 $23,361

19.4 21.1
133,610 134,363
123,024 120,161

-42-

1992

$492,742

$116,688

$53,051

$63,637

45.5

$22.474

23.7
138,721

125,385

1993

$526,723

$132,574

£54,565

$78,009

41.2

$28,355

25.2
145,092

145,298



ar August, 1993 and August, 1992:

The following table presents information regarding the aging of Gas Accounts Receivable of PGW

AGING ANALYSIS OF GAS ACCOUNTS RECEIVABLE

o
{Dollar Amounts in Thousands)
August 31, 1993
Total Gas
Custorner 90 Days Accounts Delinquent
PY Receivables Current’ 30 Davs 60 Days & Qver Receivable Accounts
Residential & T
small
epmmercial $28,255 $ 5,099 $ 5,564 $74,709 $113,627 $85,372
Industrial and
° large
commercial 4,804 1,181 665 2,562 9,212 4,408
Fina] billing(a) 780 _3.49%) 3.011 2,318 9,599 2.819
Total §33!839 " §-9.770 $ 9,240 $79.589 $132 438(b) §98!599(b)
o (Dollar Amounts in Thousands)
August 31, 1992
Total Gas
Customer 90 Days Accounts Delinquent
Receivables Current’ 30 Days 60 Davs & Over Receivable Accounts
@
Residential &
small
commercial £33,935 $ 4,254 $ 4,832 $44,712 $ 87,733 $53,798
{ndustrial and
large ot
@® commercial 4,014 1,195 883 2,467 8,555 4,545
Final billing (a)
2,941 4.704 5,184 7314 20,143 17,202
Total '.240!890 §]0! 153 __$_105899 §54!493 $116,435(b) §75!545(b)
® ) . .
(a) Gas service on these accounts has bean terminated. Amounts include voluntary and involuntary termination.
{b) This amount represents Gas Accounts Receivable and does not include other miscellaneous Accounts Receivabie which would
be included in the Accounts Receivable figures on the preceding chart.
°® * Current includes ali amounts upder repayment agreements, regardiess of age.
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Two Months Fiscal Period Ended October 31, 1993 Compared To Two Month Fiscal Period Ended
October 31, 1992

Gas Sales for the two month fiscal period ended October 31, 1993 were 6.7 bef, which is 0.1 bef
more than experienced in the similar period in 1992.

Sales to non-heating customers decreased by 0.5 bef to a tota] of 2.1 bef, as a significant decline
in sales to interruptible customers, which sales are directly affected by lower posted oil prices, more than offset
additional sales to firm non-heating customers. Gas sales to heating customers of 4.6 bef were 0.5 bef or 12%
greater than sales in the similar period in 1992, This increase was due mainly to additional average usage per firm
heating customer. Cycle degree days in Fiscal 1993 totaled 186, the same as in the comparable period of 1992,

Operating revenues for the two-month period ended October 31, 1993 were $61.3 million. $3.6
million or 6% more than those for the comparable period in the prior year. Non-heatmg revenues were $1.0 million
less than for the comparable period in 1992. 2 .

Heating revenues increased by $5.3 million reflecting the additional usage by residential heating
customery while unbilled gas revenues declined by $1.6 million due mainly to the additional billed sales in 1993.
Both the heating and non-heating categories benefitted in 1993 from the increase in the GCR, which was 2 positive
40.75 cents per Mcf.

Operating expenses for the two-month fiscal period ended October 31, 1993 were $63.7 million,
up 5.1 million or 9% from the expense level in the comparable pericd in 1992. Natural gas costs were $4.2 million
higher in the 1993 fiscal penod During the 1992 fiscal period natural gas costs were lowersd by $7.4 million in
applicable natural gas refunds. The 1993 fiscal period reflects lower pipeline prices totaling approximately $3.3
million compared to the prior fiscal period, however, ne new natural gas refunds were applicable to the two-month
period ended October 31, 1993,

The appropriation for uncollectible gas accounts increased by $4.2 million reflecting a higher
customer gas accounts receivable balance and a greater write-off of past due accounts. Taxes rose by $3.2 million
primarily due to additional state unemployment taxes due to employee benefits during the work stoppage. All other
expenses in total were $6.5 million lower than the comparable period in 1992 principally as a result of lower costs
during the work stoppage which ended October 30, 1993, See "Summary Statements of Income” herein.

Interim results are not necessarily indicative of year-end results because certain revenues and
expenses are seasonal.
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SELECTED OPERATING DATA

The following data are based upon the records of PGW. For further information, see "Appendix
A - Audited Financial Statements of PGW."

SELECTED OPERATING DATA

Fiscal Years Ended August 31,

1989 19% 1991 1992 1993
DEGREE DAYS 4,579 4,431 3,900 4,542 4,731
% of normal (4,600
degres days) 99 96 &8s 99 103
MAXIMUM 24-HOUR SENDQUT
{mcf) 576,771 649,033 608,226 589,241 591,425
Peak-day avg. temper-
ature (degrees) 17 12 17 20 20
GAS REVENUES & SALES BY __.
CUSTOMER CLASSIFICATION
Gas operating revenues
(8000 omitted)
Residential:
Heating $313,722 $309,265 $277,434 $324,644 $347,666
Non-heating 25,836 25,334 22,955 25,345 25,421
Industrial and commercial:
Firm 70,134 72,619 69,440 78,954 81,321
Interruptible 36,715 40,198 52,126 37,349 46,663
Other gas revenues {muni-
cipal, Phila, Housing
Authority ("PHA"), unbilled
revenues and the '
GCR adjustment) 20,573 18,685 33,052 " 16,592 16,564
Total gas
‘revenues 466,980 466,101 455,007 482,884 $517,635
Other operating :
revenues 5.726 6,071 6,565 7,330 9,342
Total operating
revenues 472,706 472,172 461,572 490,214 $526,977
Other ipcome 12,858 11.880 _ 12,636 _ 10,238 _ 11,203
Total revenues and
other income §485.564 $484 052 $474 208 ..$500.452 $538.180
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SELECTED. OPERATING DATA
{continued)

Fiscal Years Ended August 31,

1889 1990 1991 1992 1993
SUMMARY OF CUSTOMERS AT

END OF PERIOD
Residential 497,596 494,253 497,696 495,176 499,189
Industrial and Commercial:

Firm 20,242 24,630 . 24,786 24,258 23,898
Interruptible 302 ) 321 - 350 388 416

Municipal and PHA 2 2 - 2 2 : .2

Total Customers 518,142 519,206 522 834-, 319,824 323,505
GAS SALES BY CLASSIFICATION : :

(MMcf)

Residential:

Heating: 45,376 44 612 40,332 44 470 46,327
Non-beating 3,354 3,285 2,993 2,961 2,883

Industrial and commercial:

Firm 9.805 10,126 9,757 10,323 10,383

Interruptible . 10,550 10,334 12,537 10,703 . 12,324

Other - 3,448 3,366 3,098 338 - 3,437

Total gas sales 72,533 71,723 68,717 71,843 75,354
SUPPLY AND DISPOSITION

OF GAS (MMch :

Natural gas purchased 73,769 73,782 72,294 74,364 79,363
Liquid petroieum 29 113 41 0 0
Liquefied natural
gas 1.626 3,108 . 1,714 388 3,330

Total supply 75.424 77,003 74,049 76,752 82.693

Deduct:
Additions to (withdrawals
from) gas storage (1.435) 1,426 2,044 . (465) 1,974
PGW’s use and '
other 4,326 3,854 3,288 5.374 5.365
Total gas sales 72,533 71,723 68717 71,843 15,354
AVERAGE MONTHLY USAGE OF

RESIDENTIAL CUSTOMER (Mcf)

Heating 9.5 9.4 9.4 _ 9.0 9.1

Non-heating 2.7 2.8 2.7 2.7 2.7

AVERAGE MONTHLY BILL OF

RESIDENTIAL CUSTOMERS

Heating $68.26 $67.51 $66.88 $71.29 $72.50

Non-heating $21.01 $21.98 $20.99 $24.19 $24.32
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HISTORICAL REVENUES AND DEBT SERVICE COVERAGE

The financial operations for the years ended August 31, 1989 through 1993 and
the revenues available for debt service are shown in the following table:

1989

Operating revenues . . ... .. ... .. $472,706
Otherincome . . . ...... ..., _12.858

Total revenues . . .. ............ 485,564
AdJUStmEDLS . . . L 1,581

Project ravenues . .. ........... 487.145
Operating expenses . .. ........... 419,303
Less:

Depreciation . ................. 21,887

Other adjustments . ... ........., 1,662
Net operating expenses 395,754
Netrevenues . .. ............... 91,391
Debt service requirements:

Revenue bonds . . . .............. 57,326

Commercial paper

NOLES . . . . . ..t iia e 4,668

Total debt service . ... .......... 61,994
Net project revenues

available for other

PUTPOSES . . . . . it $.29.397
Debt service coverage:

Revenue bonds . . .. ............. 1.59x

1990 1991
$472,172 $461,572
11,880 12,636
484,052 474,208
2,570 1,530 |

486,622 475 738
416,475 396,883
22,155 24,525
489 {1,324)
393,831 373,582
92,791 102,156
61,654 67,789
4,361 4.678
66,015 72,457
$26,776 $ 29,689
1.51x 1.51x%
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$450,214
10,238
500,452

1,031
501,483
410,045

25,728

(1.624)
385,941

115,542

74,535

$37.727

1.55x%

1993

$526,977

11,203

538,180

1,370

539,550
450,744 .
27,185

{1,640}

425,199
114,351

69,189



INSURANCE

PGW is principally insured through insurance carriers. PGW’s property is insured against
the risk of loss or damage, without aggregate limits, in the amount of $250 million per occurrence with a
$100,000 deductible; subject, however, to an annual aggregate limit of $100 million for earthquake and an
annua) aggregate limit of $50 million for flood, generally, and to lower flood limits as to the Richmond Plant.
A deductible of $250,000 applies to specific storage tanks at the Passyunk Plant. In addition, PGW maintains
boiler and machinery, bianket crime, and other forms of property insurance. With respect to incidents arising
on or between October 1, 1986 and August 31, 1991, PGW maintained policies of liability insurance insuring
against the risk-of damage or injury to the public for $25 million in excess of $500,000 for any one ipcident,
generally without aggregate amounts, and for incidents exceeding the foregoing coverage, there is aggregate
coverage of $175 million. Pursuant to a Gas Commission order, the retention level was raised to $2.0 miilion
for incidents arising on or after September 1, 1991. PGW also maintains $25 million of workers’
_ compensation insurance in excess of $500,000 per incident for on duty injuries to employees. A reserve is
also maintained to cover current estimated losses which are excluded from coverage under the deductible
provisions of the liability insurance policies. Charges against the reserve are made as claims are settled.

LITIGATION

On January 16, 1988, an explosion and fire resulted from a broken gas main. Damage

occurred to approximately 25 properties and alleged injuries to two persons. Seven complaints were filed in
State Court representing claims for injuries and damages - two of which were dismissed based upon
governmental immunity. All cases are consolidated for discovery and trial purposes and total exposure may

exceed $500,000.

On January 30, 1988, an explosion and fire occurred resulting from a crack in a gas main.
Eleven alleged injuries were reported, plus damage to six properties in varying degrees. Four complaints in
State Court were filed, only one 6f.which is pending., All other claims are resolved. Tbe outstanding action
represents a combination injury and property damage claims. PGW exposure is not expected to exceed
$500,000.

On January 4, 1990, a fire and explosion occurred caused by a broken gas main. Extensive
property damage to three commercial buildings in a mini mall plus surrounding properties and six alleged
injuries resulted. Four complaints were filed in State Court - one of which bas been settled. The others
represent injuries to three occupants and two claims for damages. All other claims are resolved. PGW
exposure may be in excess of $500,000.

On February 13, 1990, a fire and explosion occurred caused by a broken gas service.
Alleged injuries to three persons and damage to 11 properties resulted. Three civil actions were filed in State
Court, one of which has been settled. The two remaining actions are subrogation claims by insurance carniers
for insured property damage. Exposure to PGW will .most likely be upder $500,000.

On May 13, 1990, an explosion and fire occurred caused by vandalism and theft of a gas
appliance in an unoccupied property. Three deaths, three injuries and property damage to 27 residential
buildings resulted from this incident. Two actions were filed in State Court. One action, which involved
three death claims, was resolved without any payment by PGW. The other action alleges personal injuries
to a passerby, Exposure is expected to be under $500,000.
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On February 25, 1993, an explosion and fire occurred resulting from a crack in 2 gas main.
Two alleged injuries have been reported, plus damage to 14 properties in varying degrees. Two of the
property damage claims have been settled. Total exposure to PGW is expected to be less than $500,000.

PGW management does not believe that resolution of the above-described matters will have
an adverse effect on PGW’s financial position or on its results of operations.

UNDERWRITING

The Underwriters have jointly and severaily agreed, subject to certain terms and conditions,
to purchase the Fifteenth -Series Bonds from the City at a purchase price of- $179,041,542.90 (including
underwriter’s discount of $1,231,032.35 and an original issue discount of _§3,607,424.75) plus accrued
interest. The Underwriters' obligations are subject to certain conditions precedent, and they will be obligated
to purchase all of the Fifteenth Series Bonds if any are purchased. The Fifteenth Series Bonds may be offered
and sold to certain dealers and others at prices lower than the offering price stated on the inside of the cover
page bereof, and such public offering price may be changed, from time to time, by the Underwriters without
prior notice.

RATINGS

Uninsured Bonds

The Fifteenth Series Bonds (Subseries 3) maturing on August 1 of the years 2002 through
2010 and on August 1, 2015 are rated Baal by Moody's Investors Service, BBB by Standard and Poor's
Corporation and A- by Fitch Investors Service, Inc.

Any explanation concerning the significance of such ratings must be obtained from the rating
agencies, Certain information and materials concerning the Fifieenth Series Bonds were furnished to the rating
agencies by PGW, the City and others. If, in their judgment, circumstances so warrant, the rating agencies
may lower or withdraw their respective ratings. There is no assurance that the ratings stated above will
continue for any period of time or that they will not be revised or withdrawn. Should a downward change
or withdrawal of cither rating occur, it could have an adverse effect on the liquidity and the market price of
the Fifteenth Series Bonds in the secondary market. :

AMBAC Insured Bonds

Payment of the principal of and interest on the Fificenth Series Bonds {Subseries 1) (the
"AMBAC Insured Bonds"), when due, will be insured by a municipal bond insurance policy to be issued by
AMBAC Indemnity Corporation simultaneously with the delivery of the AMBAC Insured Bonds, Standard
& Poor’s Corporation and Moody's Investars Service Ine. have assigned their municipal bond ratings .of
"AAA" and "Aaa," respectively, to the AMBAC Insured Bonds with the understanding that upon delivery of
the AMBAC Insured Bonds, a policy insuring the payment when due of the principal of and interest on the
AMBAC Insured Bonds will be issued by AMBAC Indemnity Corporation.

FSA Insured.Bonds
The scheduled payment of principal of and interest on the Fifteenth Series Bonds (Subseries

3) maturing on August 1, 2021 and August 1, 2024 (the "FSA Insured Bonds") when due will be guaranteed
under ap insurance policy to be issued concurrently with the delivery of the Fifteenth Series Bonds by
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Financial Security Assurance Inc. ("Financial Security”). Financial Security’s claims-paying ability is rated
"Aaa" by Moody’s Investors Service, Inc. and "AAA" by Standard & Poor’s Corporation.

The Moody’s Investors Service rating of Financial Security should be evaluated independently
of the Standard and Poor’s rating of Financial Security. No application has been made to any other rating
agency in order to obtain additional ratings on the FSA Insured Bonds. The ratings reflect the respective
rating agency’s current assessment of the creditworthiness of Financial Security and its ability to pay claims
on its policies of insurance. Any further explanation as to the significance of the above ratings may be

obtained only from the applicable rating agency.

The above ratings are not recommendations to buy, sell or hold the FSA Insured Bonds, and
such ratings may be subject to revision or withdrawal at any time by the rating agencies. Any downward
revisions or withdrawal of either or both ratings may have an adverse effect on the market price of the FSA
Insured Bonds. g

i,

MEIA Insured Bonds

Payment of the Fifteenth Series Bonds (Subseries 2) (the "MBIA Insured Bonds™) will be
insured by Municipal Bond Investors Assurance Corporation ("MBIA"). Moody’s Investors Service rates all
bond issues insured by MBIA "Aaa" and short term loans MIG 1", both designated to be of the highest
quality. Standard & Poor’s Ratings Group, a division of McGraw Hill ("Standard & Poor’s"), rates all new
issues insured by MBIA "AAA" Prime Grade. :

The Moody’s Investors Service rating of MBIA should be evaluated independently of the
Standard and Poor’s rating of MBLA. No application has been made to any other rating agency in order to
obtain additional ratings on the MBIA Insured Bonds. The ratings reflect the respective rating agency’s
current assessment of the creditworthiness of MBIA and its ability to pay claims on its policies of insurance.
Any further explanation as to the significance of the above ratings may be obtained only from the applicable
rating agency.

The above ratings are not recommendations to buy, sell or hoid the MBIA Insured Bonds,
and such ratings may be subject to revision or withdrawal at any time by the rating agencies. Any downward
revisions or withdrawal of either or both ratings may have an adverse effect on the market price of the MBIA
Insured Bonds.

TAX MATTERS

In the opinion of Co-Bond Counsel, assuming continuing compliance with covenants pertaining to
provisions of the Internal Revepue Code of 1986, as amended (the "Code") and subject to certain provisions
of the Code which are described below, under laws, regulations, rulings and judicial decisions existing on the
date of the original delivery of the Fifteenth Series Bonds interest received by a holder of the Fifteenth Serjes
Bonds will be excludable from gross income for federal income tax purposes, and will not be treated as 2
preference item for purposes of the alternative minimum tax imposed by Section 55 of the Code. However,
ioterest on the Fifteenth Series Bonds may become taxable retroactively if certain requirements refating to
arbitrage and arbitrage rebate under Section 148 of the Code are not complied with. For certain corporate
holders, interest on the Fifteenth Series Bonds will be taken into account in the calculation of such holders’
alternative minimum tax liability and may subject such holder to the Environmental Tax imposed by Section
59A of the Code.
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The Code contains a number of provisions that apply to the Fifteeath Series Bonds including
restrictions relating to the use or investment of the proceeds of the Fifteenth Series Bonds and the payment
of cenain arbitrage earnings in excess of the "yield" on the Fifteenth Series Bonds to the Tredsury of the
United States. Non-compliance with such provisions may result in interest on the Fifteenth Series Bonds not
being excludable from gross income for federal income tax purposes retroactive to the date of issuance of the
Fifieenth Series Bonds. The City has covenanted to comply with these reguirements.

The Code imposes an alternative minimum tax on individuals and corporations. loterest received with
respect to certain types of private activity bonds issued after August 7, 1986 is considered a tax preference
subject to the alternative minimum tax. As the Fifteenth Series Bonds are not private activity bonds, interest
received by individual and corporate holders of the Fifteenth Series Bonds will not be considered z tax
preference item for purposes of the alternative minimum tax for individuals and corporations. However,
interest on tbe Fifteenth Series Bonds will be reflected in calculating a corporate holder’s alternative minimum
tax liabiliry.

A corporation’s alternative minimum taxable income will include seventy-five percent (73%) of the
amount by which adjusted current earnings of the corporation exceeds alternative minimum taxable income.
Interest on tax exempt boads would generally be includable in the adjusted current earnings of a corporate
holder, and thus the interast on Fifteenth Series Bonds held by corporations may be subject to the alternative
minimum tax.

The alternative minimum tax is imposed on a corporation to the extent such tax exceeds its regular
tax liability, and is calculated at a rate equal to twenty percent (20%) of the amount by which the
corporation’s altermative minimum taxable income exceeds its exemption amount. A $40,000 exemption is
provided, but such exemption phases out if the alternative minimum taxabie income exceeds $150,000.

Section 265(b) of the Code generally denies to banks, thrift institutions and other financial institutions
any deduction for that portion of interest expense incurred or continued to purchase or carry tax-exempt
obligations.

Fifteen percent {I15%) of the interest earned on tax exempt obligations must be used to reduce
deductions for losses incurred by property and casualty insurance companigs.

Interest on the Fifieenth Series Bonds may also be subject to the Environmental Tax imposed by
Section 59A of the Code while the Fifieenth Series Bonds are held by certain corporations. This tax is
computed at a rate of .12 percent of a corporation’s modified alternative minimum taxable income in excess
of $2,000,000.

Ownership of tax exempt obligations may also result in collateral federal income tax consequences
to certain taxpayers, including, without limitation, certain foreign corporations doing business in the United
States, certain S corporations with excess passive income, individual recipients of Social Security or Railroad
Retirement benefits and taxpayers who may be deemed to have incurred or continued indebtedness to purchase
Or carTy tax exempt obligations.

Under the laws of the Commonwealth of Pannsylvania, as enacted and comstrued on the date of
original delivery of the Fifteenth Series Bonds, the Fifteenth Series Bonds, and income thereon (including any
profits made on the sale thereof, if the Fifteenth Series Bonds are issued prior to February 1, 1994) are
exempt from personal property taxes in Pennsylvania, the Pennsylvania personal income tax and the
Pennsylvania corporate pet income tax. As of February 1, 1994, Pennsylvania law will change with respect
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to the taxation of profit made on the sale of cbligations such as the Fifteenth Series Bonds. Profit made on
the sale of obligations issued after such date is not exempt from taxation.

Original Issue Discount

The Fifteenth Series Bonds maturing on and after August 1, 1957 (the "Discount Bonds") will be
issued at an initial public offering price which is less than the amount payable on the Discount Bonds at
maturity. The difference between the initial public offering price of the Discount Bonds of the same matunty
and the principa] amount payable at maturity constitutes original issue discount whick, in accordance with the
accrual conventions described below, is treated as interest and is excludable from gross income for federal
income tax purposes o the same extent described above. 1In the case of any holder of Discount Bonds, the
amount of such original issue discount which is treated as having accrued with respect to the Discount Bonds
is added to the cost basis of the holder in determining, for federal income tax purposes, gain or loss upon
disposition (including sale, redemption or payment at maturity). For federal inéome tax purposes, any holder
of a Discount Bond will recognize gain or loss upon disposition of such security (including sale, redemption
or payment at maturity) in an amount equal to the difference between (i) the amount received upon such
dispaosition and (ii) the sum of (a} the holder’s cost basis in the Bond, and (b) the amount of original issue
discount attributable to the period during which the holder held the Discount Bond.

Original issue discount on Discount Bonds will be attributed to semiannual compounding periods
during the life of each Discount Bond in accordance with a constant rate of interest accrual method. The yield
to maturity of the Discount Bonds is determined based on semiannual compounding. Such yield is then used
to determine an amount of accrued interest for each semiannual compounding period. For this purpose,
interest is treated as compounding semiannually on days which are determined by reference to the maturity
date of the Discount Bonds. The amount of original issue discount which is treated as having accrued in
respect of a Discount Bond for any particuiar semiannual compounding period is equal to the excess of (i) the
product of (a) ane-half of the yield for the Discount Bond (adjusted as pecessary for an initial short period)
multiplied by (b) the amount that would be the tax-basis of the Discount Bond at the beginning of such period
if held by an original purchaser who purchased at the initial public offering price, over (ii) the amount acwally
payable as interest during such period. The tax basis of a Discount Bond, if held by an original purchaser,
can be determined by adding o the initial public offering price the sum of amounts that bave been treated as
accrued interest for such purposes during all prior periods. )

If a Discount Bond is sold or otherwise disposed of between semiannual compounding dates, then
interest which would have accrued for that semiannual compounding period for federal income tax purposes
is to be apportioned in equal amounts among the days in such compounding period.

The foregoing summarizes certain federal income tax consequences of original issue discount with
respect to the Discount Bonds, but does not purport to deal with all aspects of federal income taxation that
may be relevant to particular investors or circumstances. Purchasers of the Discount Bonds should consider
possible state and Jocal income, excise or franchise tax copsequences arising from original issue discount on
the Discount Bonds. In addition, corporate purchasers should consider the possible federal tax consequences
arising from original issue discount on the Discount Bonds under the altermative minimum tax, the
environmental tax or the branch profits tax, as described above. The amount of original issue discount
considered to have accrued may be required to be included in the year of accrual in determining such
purchaser’s income for state or jocal tax purposes in the state or locality in which such purchaser resides or
in determining a corporate purchaser’s liability for the alternative minimum tax, the environmental tax or the
branch profits tax. In such cases, the purchaser could be deemed to have accrued original issue discount
reportabie for state and local tax purposes or for purposes of the alternative minimum tax, the environmental
tax or the branch profits tax without a corresponding receipt of cash with which to pay any tax lability
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attributable to such discount. Purchasers with questions concerning the detailed tax consequences of
transactions in the Discount Bonds should consult their tax advisars.

PROSPECTIVE PURCHASERS OF THE FIFTEENTH SERIES BONDS SHOULD CONSULT
THEIR TAX ADVISORS WITH RESPECT TO THE FEDERAL, STATE AND LOCAL TAX
CONSEQUENCES OF THE OWNERSHIP OF THE FIFTEENTH SERIES BONDS.

CERTAIN LEGAL MATTERS

All legal matters incident to the authorization, issuance and sale of the Fifteenth Series Bonds
are subject to the approval of the legality of the issuance of the Fifteenth*Series Bonds by Cohen, Shapiro,
Polisher, Shiekman and Cohen and Andre C. Dasent, P.C., both of Philadelphia, Pennsylvania, Co-Bond
Counsel. The proposed form of such opinion is included herein as Appendix E. Certain legal matters will
be passed upon for the Underwriters by Drinker Biddie & Reath and Frank Canty, Esquire, both of
Philadelphia, Pennsylvanja. Certain legal matters will be passed upon for the City by the Office of the City
Solicitor. Certain legal matters will be passed on for PGW by Obermayer, Rebmann, Maxwell & Hippel, of
Philadelphia, Pennsylvania.

ST FINANCIAL ADVISOR

Public Financial Management, Inc., of Philadelphia, Pennsylvania, served as financial advisor
to the City in respect to the sale of the Fifteenth Series Bonds. The financial advisor assisted in the
preparation of this Official Statement, and in other matters relating to the planning, structuring and issuance
of the Fifteenth Series Bonds and provided other advice. Public Financial Management Inc. is a financial
advisory and consulting organization and is not engaged in the business of underwriting, marketing or trading
of municipal sscurities or any other negotiable instruments. Public Financial Management, Inc. is a wholly-
owned subsidiary of Marine Midland Bank, N_A. '

INDEPENDENT AUDITORS

The financial statements of PGW as of August 31, 1993 and-1992, and for the years then
ended, have been audited by Deloitte & Touche, independent auditors, as stated in their report included in
APPENDIX A 1o this Officia) Statement. '

ENGINEER-ING REPORT

The Enginecring Report prepared~by Stone & Webster Management Consultants, Inc.,
APPENDIX B, has been included in reliance upon'the expertise of that company as an independent consulting
firm having broad experience in the design_ an"d‘analysis of the operation of gas works or gas distribution
systems of the magnitude and scope of PAW and having skill in assessing assumptions used in the preparation
of forecast financial statements of gas works systems.
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NO LITIGATION CERTIFICATE

There is no controversy or litigation of any nature now pending or threatened restraining or
enjoining the issuance, sale, execution or delivery of the Fifteenth Series Bonds, or in any way contesting or
affecting the validity of the Fifteenth Series Bonds or any proceedings of the City taken with respect to the
issuance or sale thereof, or the pledge or application of any moneys or security provided for the payment of
the Fifteenth Series Bonds or the existence or powers of the City.

Upon delivery of the Fifieenth Series Bonds, the Office of the City Solicitor shall furnish a
certificate, in form satisfactory to Co-Bond Counsel, to the effect, among other things, that, except for
litigation which in the opinion of the Office of the City Solicitor is without merit, and except as disclosed in
the Official Statement, ne litigation or other legal proceedings are pending, or, to the best of its knowledge,
threatened to restrain or. epjoin the issuance or delivery of the Fifteenth Series Bonds or'the collection or
pledge of any moneys pravided for the payment of the Fifteenth Series Bonds or contesting or affecting the
validity of the Fifteenth Series Bonds or contesting the powers of the City or its"authority for the issuance of
such Bonds,

NEGOTIABLE INSTRUMENTS

The Act provides that bonds issued thereunder shall have all the qualities and incidents of
securities under the Uniform Commercial Code of the Commonwealth of Pennsylvania and shall be negotiable
instruments, - )

VERIFICATION OF MATHEMATICAL COMPUTATIONS

The accuracy of (a) the mathematical computations of the adequacy of the maturing principal
amounts of and interest on the investments held pursuant to the Escrow Deposit Agreement or the General
Ordinance to pay (1) interest wheo due on all Refunded Bonds and (2) the principal amount and applicable
redemption premium, if any, of the Refunded Bonds when due, and (b) the mathematical computations
supporting the conclusion that the Fifteenth Series Bonds are not "arbitrage bonds" under the Internal Revenue
Code of 1986, as amended, will be verified solely as to mathematical accuracy by Drucker and Scaccetti.

CERTAIN REFERENCES

All summaries of the provisions of the Fifteenth Series Bonds and the security therefor, the
Act, the General Ordinance and the Fifteenth Supplemental Ordinance set forth herein and in APPENDIX C
hereof, and all summaries and references 1o other materials not purported to be quoted in full are only brief
outlines of certain provisions thereof and do not constitute complete statements of such documents or
provisions. Reference is made-hereby to the complete documents relating to such matters for the complete
terms and provisions thereof. So far as statements are made in this Official Statement involving matters of
opinion, whether or not expressly so stated, they are made merely as such and not as representations of fact.

ADDITIONAL INFORMATION

Upon written request to the Office of the Director of Finance and payment of the costs of
duplication and mailing, the Annual Report of the City for the Fiscal Year ended June 30, 1993, and, when
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available, the audited combined financial statements of the City for the Fiscal Year ended June 30, {993, will
be made available, as well as other pertinent information. Such a reguest should be addressed 10: Office of
the Director of Finance, 1600 Arch Street, Suite 1300, Philadelphia, Pennsylvania 19103, The City will
provide copies of the foregoing documents to one or more nationally recognized municipal securities
information depositories. The City will provide financial and other information regarding the Philadelphia
Gas Works from time to time to Standard & Poor's Corporation, Moody's Investors Service, Inc. and Fitch
Investors Service, Inc. in connection with securities ratings issued by those rating agencies of obligations of
the Philadelphia Gas Works. The City will continue these practices in future years on an annual basis on
behalf of the Philadelphia Gas Works as well as all bonds issued for the Philadeiphia Gas Works.

The Official Statement has been duly executed and delivered by the following officers on
behalf of the City of Philadelphia.

2

CITY OF PHILADELPHIA

By:
/s{ Edward G. Rendell
Mayor
T ' /s/ Joseph A. Dworetzky

Acting City Solicitor

/s/ Jonathan A. Saidel
City Controller

Approved:

/s/ _Ben Hayllar

Director of Finance
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; /\ Twenty-Fourth Floor Telephone: (215 248.7300
A, 1700 Market Street Telecopier: {215) 558-2441
Philadelphia, Pennsylvania 19103-3984

INDEPENDENT AUDITORS' REPORT

To the Controller of the

City of Philadelphia and the
Chairwoman and Members of the
Philadelphia Gas Commission
Philadelphia, Pennsylvania

We have audited the accompanying balance sheets of the Philadelphia Gas Works
(the "Company") as of August 31, 1993 and 1992 and the related statements of
income, changes in City equity and cash flows for the years then ended. These
financial statements are the responsibility of the Company's management. Cur
respongibility is to express an opinion on these financial statements based on

our audits.

We conducted our audits in accordance with generally accepted audizing
standards. Those standards require that we plan and perform the audit to
obtain reascnable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test baBis, evidence
supparting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principlesa used and aignificant
estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that cour audits provide a reasonable basis

for cur opinion.

In our opinion, such financial statements present fairly, in all material
respects, the financial position of the Philadelphia Gas Works as of Rugust
31, 1993 and 1992, and the results cf its operations and its cash flows for
the years then ended in conformity with generally accepted accounting

principles.

The supplementary information of pension funding progrese on page 24 is not a
required part of <the basic financial statements but is supplementary
information required by the Governmental Accounting Standards Beard. This
supplementary information is the responaibility of the Company’s management.
We have applied certain limited procedures, which consisted principally of
inguiries of management regarding the methods of measurement and presentation
of the supplementary information. However, we did not audit the supplementary
information and, accordingly, express no opinion on it,

!
SxolodG + s ke
Philadelphia, Pennaylvania 19103-3984
November 2, 1993

Deloitte Touche
Tohmatsu
Internationai
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PHILADELPHIA GAS WORKS
BALANCE SHEETS
August 31, 1933 and 1892
{Thousands of Dollars) (Thousends of Dollars)
ASSETS Notes 1892 1992 EQUITY ANG LIABILITIES Hotos 1993 1992
Utility plant, at arlginal coet: 1,8 Clty equity 2 240728  § 225257
In sarvice $1,014,279 $ 969,543
Under construction 17,313 17,894 Long—term debt: R
Total 1,031,592 947,437 Revenys bonds 866,943 585,875
Less accumulated depreciation 313,184 292,718 Subordinate lease obligation 22,178 22,629
Utllity plant, net 718,411 894,719 Total long—tarm debt 689,121 608,304
Rastricted funde: Current liabllities:
Sinklng fund, revanue bonds 3.8 77,374 78,511
Crpltal Improvement fund 3.8 29,896 — Notos payable é - 34,500
Current assato: Current portlon of long—term dabi: a9
Cash and cash sequlvalents: 3
Cash 2,040 1,33 Revanus bonds 21,789 31,228
Temporary Investments - 29,000
Subordinate lsasa obligation 451 420
Totel cash and cash equivaiants 1 2,040 30,313
Accounts payable 32,488 25822
Accounta raceivable: Customar depobsits 1,397 1,045
Customers 1 132,574 116,688
Othere 2 3,238 13,018 Other current liablliities and
Accrued gas revenues 1 5,650 7.050 datarrad crodila 1,711,122 15,302 24,058
Accumulated provision for uncollectible
accounts {54,565) (53,051) Accrued accounts:
Interest, taxas and wages ) 13,368 12,039
Accounts recalvable, naet 88,895 83,703 ) G
Dlatrdbutien to the City . 2 3,000 3,000
Maoteriale and suppllea 1 52,568 41,529 R
Other current aaasts and deferred dabls t,7,12 : 22,342 11,874 '
i Tolal current Habllities 107,795 132,913
Total current assols 183,843 167,419
Employees' delerred compensation plan 5 12,044 9,220
Unamaortized bond Issuance coets 1 7,254 5629 .
Other llabliities end deferred cradits 1,11,12 13,108 5,920
Unamortized losses on reacquired dobl 1 39,400 18,400
Commltments and contingencles 12
Employees’ deferred compensation plan 5 12,044 9,220 :
Othor assots and deferred debits 1,411,112 14,572 7,718
Totel assols $1,082,794 $ 981,814 Total aquity and liabllities $1,062,794 $ 981614

See accompanying noles to financial aiatements.




SiATEMENTS OF INLUME

For the Years Ended August 31, 1593 and 1992

Operating revenues:
Nonheating
Gas transport service

Haating

Unbilled gas adjustmant

Total gas revenues

Othar operating revenues

Total oparating revenues

Operating sxpansas:
Natural gas
Other raw material
Gas processing
Customer sarvice
Distribution
Collection
Meter reading

Provision for uncollectible

accounts
Customer ralations
Customer accounting
Marketing

Administrative and ganeral

Pensions
Taxes
Total aparating expenses

except undistributed depreciation

Depreciation

Less dapreciation distributed
through clearing accounts

Total
Total operating expensas

Operating income
Interest and other income

Incoma befors interest expense

Interast expense:
Long—term dabt
Other

Allowance for funds used during

construction
Total interest expense

Net income

Distribution to the City of Philadelphia

Transfgrrad to City equity

See accompanying notes to financial statements.

MNotes

16,78

14,12

10

{Theusands of Dollars)

1893

$ 95416
62t
422,998
1,400
517,635
9,342
596,977

243,250
i 24
21,458 -
20,100
20,674

8,226
6,521

29,866
9,625
2966
4,468

39,960

12,469
8,127

427,734
27,185

4175
23,010

450,744

76,233
11,293

87,436
47,760
6,815

608
53,967

33,469
18,000

$ 15469

1992

$ 86,494
2,354
393,336
700
482,884
7.330

450,214

211,730
(105)
21,494
21,387
19,422
7,425
6,553

27,520
9,156
2,929
4,271

35,357

14,245

6,683

388,067

25,728

3.750

21,978

410,045

80,169

10,238

90,407

43,171
7.488

104
55,555

34,852
18,000

$ 16,852



PHILADELPHIA GAS WORKS
STATEMENTS OF CHANGES IN CITY EQUITY
For the Years Ended August 31, 1933 and 1892

{Thousands of Dollars)

1993 1992
Balance, beginning $ 225257 $ 208,405
Transferred from statements of income 15,469 16,852
Balance, ending $_ 240,726 § 225257

See accompanying notes to financial statements.



STATEMENTS QF CASH FLOWS
For the Years Ended AUGUST 31, 1993 AND 1992

{Thousands of Dollars)

1993
Cash flows frem opaerating activiiias:
Operating income $ 76,233
Adjustments to reconcile operating income to net cash
provided by cperating activitios:
Deoprociation and amortization 27,198
Otherincomae 3,989
Changes in assets and liabilities:
{incroase) in accounts roceivable {3,222)
{Incresss) in materials and supplies inveniories (11,037)
{Increase} Decroase in ather current assets and dolerred debils {10,468)
{increase) Decroase Iin ather asaats (9,680)
Increase in accounts and construction contracts payable 6,666
' Incrense in other current lisbilitiss 12,809
increase in other liabilities & deforred credits 10,012
Neot cash provided by operating activities % 102,501
Cash flows from noncapital financing activitias:
interest income on temporary investments 1,529
interest paymenis on notes payabie {2,250)
(Decrease) increaase in notes payabile (34,500)
Decrease {increase) in accounts receivable —interesst 30
Distribution te the Clty of Philadelphia 18,000
Net cash (used in) provided by noncapital financing activities (53,191)
Cash flows from capital & relsted financing activities:
Capital spanding activities:
Net construction expenditures {50,091)
Drawdowns on capital improvement fund 38,748
Not cash {(used in) capital spending activities (11,343)
Other capital financing activities:
Proceeds from long—term debt 369,119
Advance refunding of long—term debt (294,652)
Capital improvement fund depoasits {68,644}
Interost income on sinking fund 4,549
Intorost income on capital improvement fund 754
Principal paymants on long—term debt (29,090)
Interost payments on long—term debt {45,805)
Long—term debt iznsuance costs {3,608)
Sinking fund deposits {40,460)
Withdrawals from sinking fund 41,597
Neot cash (used in) capital! financing activities {66,240)
MNet cash (used in) capital & reiated financing activities ,583
Not (Decrease) increass in cash and cash squivalents {28,273)
Cash and cash equivalants at beginning of the year 30,313
Cash and cash equivalants at end of the yoar $ 2,040

Suppiemental Disclosure of Non—Cash Capitai and Related Financing Activities
The company incurred non—cash interest oxpanse as foliows for the years ended

Augusat 31, 1993 and 1982:

Accreted intorest

Amortization of discount

Amartization of bond issusnce costs
Amortization of losses on reacquired debt

s 2,553

2,478

1992

$ BO,1E9

(53,269
43,285

9,584

(1,011}
5,346
987
{31,020)
{45,767)

(5,346)
8,369

{70.442)
(8C,426)

23,214

7,098

3 30.313

1992

$ 2,381
1,419

585

1,918

In 1883, the company incurred & loss on reacquired debt of $23,634 which included the write —off
of ynamortized bond insuance costs and unamortized losses on reacquired debt of $1,385 and

$156, respectively (see nots B).

Sews accompanying notss to financial statements.



PHILRDELPHIA GAS WORKS

NOTES TO FINANCIAL STATEMENTS
for the vears ended August 31, 1993 and 1892

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting methods employed by the Philadelphia Gas Works (the
"Company") are prescribed by the cCity of Philadelphia (the "City") and
have been prepared, in all material respects, in conformity with
generally accepted accounting -principles. The principal accounting
policies within thip framework are described as follows:

Regulation

The Company is subject to the rules and regulations of the Philadelphia
Gas Commission (the "PGC") and generally maintains its accounts in
accordance with the prescribed Uniform System of Accounts.

)

Oon May 29, 1992, the Company filed with the PGC its 1993 oOperating
Budget, which did not present a reguest for an increase in base rates.
On March 16, 1993, the PGC approved the 1393 Operating Budget.

On June 30, 1993, the Company filed with the PGC its 1594 Operating
Budget, which is” based upon base rate levels approved by the Commisgion
on December 19, 19%91. Due to the unresclved labor negotiations between
the Company and the Gas Works Employees’ Union of Philadelphia, the 1994
fiscal year budget did not jinclude any costs or savings which may result
from the contract settlement. On November 9, 1993, the PGC approved the
1994 Operating Budget with no change to the Company’s base rates.

Dtility Plant

Utility plant is stated at original cost. Utility plant in service
includes a Synthetic Natural Gas Plant ("SNG Plant") that is being
maintained primarily in a reserve sgtatus and a propanefair facility
{"L.P. Plant"™) which is not currently in use, At Auguat 31, 1993 and
19%2, the net book wvalue of the SNG Plant was §36,855,000 and
540,039,000, respectively and the net book value of ,the L.P. Plant was
$6,583,000 and $6,894,000, respectively.

Effective November 1, 1591, the Company entered inte an operating lease
for two naphtha storage tanks of the SKG plant at an annual base rental
of 52,612,000 which expired on October 31, 1993. Negotiations have been
completed to continue leasing a single naphtha storage tank beyond
October, 1993 on a month to month basis for approximately §111,000 per
month,

Allowance for Funds Used During Construction '

Bllowance for funds uBed during constructicn ("AFUDC™) is an estimate of
the cost of funds used for construction purposes. The AFUDC, asn
calculated on borrowed funds, reduces interest expense and that derived
from internally generated funds, is reported as other income. The AFUDC
rate applied to construction work in progress was 7.25% in 1993 and 7.20%
in 1%92.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Property Additions, Retirements, Sales and Maintenance

The cost of additions, replacements and betterments are capitalized and
included in the utility plant accounts. The cost of property sold or
retired is eliminated <from the wutility plant accounts ‘and charged to
accumulated depreciation. Gains and losses on sales of utility plant are
inc¢luded in other income. Normal repairs, maintenance and the cost of
minor property items are charged to operating expenses as incurred.

Depreciation

Depreciation is provided on a straight-line method using rates applied to
each asset category. A depreciation study undertaken in 1987 establighed
rates depreciating utility plant over its revised  remaining useful 1life
and included a net salvage component. In a previous rate order, the PGC
disallowed the accrual of the net salvage component in depreciation.

Consequently, costs of removal are recorded as depreciation expense when

incurred,

Accrued Gas Revenues

Revenues are recognized as gas is distributed. Estimated revenues from

gas distributed and unbilled are accrued and included in income.

Customers

The Company’'s service territory encompasses the City of Philadelphia. O0©f
the Company‘s approximately 520,000 customers, over 95 percent are

regidential.

Customer Receivables

The Company’s tariffe provide for various agreements under which
residential and commercial customers may pay their bills. Certain of
such agreements, if adhered to, provide for forgiveness of arrearages.
At Jpugust 31, 1%93 and 1992, the number of customers with agreements
providing for forgiveness of arrearages approximated 63,000 and 56,700,

respectively.

Gas Cogt Rate

The Gas Cost Rate ("GCR") is designed to provide a mechanism to recover,
on an annualized and level basis, the estimated difference between actual
purchased gas, net of the full amount of pipeline refunds received and
interest thereon, and raw material c¢ost and <the amount of gas cost
included in base rates. This difference results in an underbilling or
overbilling of costs at the end of a fiscal period. Overbillings are
liabilities at the end of the fiscal year in which they occur while
underbillings are deferred debits until billed. The GCR is adjusted in
the subseguent £fiscal year to reflect the underbillings or overbillings.
Changes in the GCR impact the reported amounts of gas revenues and
natural gas operating expenses but do not affect operating income or net

income. {Also, see Note 7).



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Gas Cost Rate (Continued)

On ARugust 2, 1991, the Company filed its GCR Tariff proposal for the
1991-92 f£fiscal year which proposed a charge of §.2515 per/Mef to he
effective September 1, 1991, The PGC did not act on this proposal and
authorized the continuation of the GCR credit of §.175 per/Mcf then in
effect pending the outcome of hearings. On September 20, 1881, the
Company revised its GCR filing reducing the GCR charge from the initial
proposed rate of §.2515 per/Mcf to §.2265 per/Mcf to be effective
September 1, 1991. On December 1%, 1981, the PGC authorized a GCR charge
rate of 5.3565 per/Mcf to be effective on the date of its order.

On September 1, 1952, the Company submitted its ‘proposed GCR for the 1993
fiscal year as a charge of 5.4075 per/Mcf to be “effective September 1,
1992, The PGC approved the GCR charge on December 8, 1992, effective
retroactively for all applicable gas used on or after September 1, 1992.

on August 2, 1993, the Company filed ite GCR Tariff proposal for the 19%4
fiscal year as a charge of §.6941 per/Mcf to be effective September 1,
1993. On November 9, 1993, the PGC approved a GCR charge of §.6957
per/Mcf to be effective retroactively for all applicable gas used on or

after September 1, 1963,

Materials and Supplies

Materials and supplies, consisting primarily of fuel stock, gases stored
to meet peak demand requirements and spare parts, are stated at the lower
of average cost or market.

Bond Igguance Costs and Debt Discount

Discount and expenses arising from the issuance of revenue bonds are
amortized using the interest method over the term of the particular bond

issue.

Losges on Reacquired Debt

.

Losees on reacquired debt are deferred and amortiiéd, using the interest
method, to interest expense over the life of the refunding bond issue as
required by the PGC,

Pensions

The Company has a noncontributory pension plan ({the “"Pension Plan")
covering all employees and providing for retirement payments at age
sixty-five or earlier wundear wvarious optiocns. In ° accordance with
‘Resolutions of the PGC, Ordinances of City Council and as prescribed by
the City’s Director of Finance, the Pension Plan is being funded with
contributiong by the Company to the Sinking Fund Commission of the City.

(Also, see Note 10).



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Statements ¢f Cagsh Flows

For the purpose of reporting cash flows, all non-restricted highly liguigd

investments ({stated at cost) with original maturities of three months oy

less are considered cash equivalents.

Reserve for Injuries and Damages

The Company 4is principally insured through insurance carriers; however,
the Company is regquired tc cover settlement of claims which are excluded
under +the provisions c<f such insurance policies. A regerve has been
established, in accordance with PGC regulations, in an amount which
estimates settlements to be paid by the Company in the next £fiscal year.
Estimated losses from claimg for occurrences not .covered by insurance,
which will not be paid in the next fiscal year -have been accrued and
deferred. Such liabilities have been established based wupon Company
history and consultation with counsel. Such expenses are expected to be
recovered through future rates, Charges against the reserve are made as

claims are settled. (Also, see Note 11}.

Pregentation

Certain 1992 amounts have been reclassified to conform with the 1993

presentation.”

OWNERSHIP AND MANAGEMENT:

The Company is owned by the City. As of January 1, 1973, under the terms
of a two-year agreement automatically extended for successive two-year
periods unless cancelled upon 90 days notice by the City, the Company is
being managed by the Philadelphia Facilities Management Corporation
{"PFMC"). The agreement, as amended, provides for reimbursement to PFMC
of actual cogts incurred in managing the Company, not to exceed §$300,000
annually. The agreement requires the Company to make annual payments of

518,000,000 to the City.

The Company engages in various other +transactions with the City. The
Company provides gas service to the City. operating revenues include
$6,898,000 in 1993 and §7,185,000 in 1992 relating to msales to the City.
Water and sewer services and licenses are purchased from the City. Such
purchases totaled $330,000 in 1993 and $331,000 in 19%32. Amounts
receivable from the City were 51,938,000 and 52,284,000 at August 31,

1993 and 1992, respectively.

Certain activities of the PGC are paid for by the Company. Such payments
totaled $1,059,000 in 1993 angd $1,047,000 in 19%2.

Company employees are subject to payrell wage taxes imposed by the City.
Such wage taxes ©paid teo the City totaled 54,938,000 in 1993 and

54,780,000 in 1992.



3.

CASH AND INVESTMENTS:

A.

Cash

Cash consists primarily of bank deposits. Bank balances of psuch
deposits at Rugust 31, 1%%3 and 1992 were 52,470,000 and §3,483,000,
respectively. Book balances of such deposits at August 31, 1993 and
1992 were $2,040,000 and $1,313,000, respectively. Deposited funds
are either insured by a federal agency or collateralized in

accordance with City and State statutes. Federal depository
insurance on these balances at August 31, 1993 and 1992 was $458,000
and $471,000, —respectively. The composition of the Company’s

deposits throughout the year ended BRugust 31, 1993 wae not
significantly different from that at the balance sheet date.

Investments

Statutes authorize the Company to invest in obligations of the U.S.
Treasury, U.s. Government Agencies and Instrumentalities, and
repurchase agreements (collateralized by abligations of U.s.
Government Agencies)}. For the years ended August 31, 1993 and 1992,
the Company operated, in all material regpects, within the

provisions of such Statutes.

+

The Company '8 investmente are categorized below to give an
indication of the level of <credit risk assumed at year-end.
Category 1 includes investments that are insured or registered or
for which the Becurities are held by the Company or its agent in the
Company's name. Cateqory 2 incliudes uninsured and unregistered
investments for which the securities are held by the counterparty’s
trust department or agent in the Company’s name. Category 3
includes uninsured and  unregistered investments for which the
securities are held by the counterparty or by its trust department
cr agent, but not in the Company’s name, There were no Category 2
or Category 3 investments at August 31, 1993 and 1992,

REPURCHEASE AGREEMENTS

£

Category - Carrying Market
1 2 3 Amount Value
August 31, 1993 H - 3 - 3 - $ - s -
August 31, 1992 29,000,000 - - 29,000,000 29,000,000

The Company’s Sinking Fund and Capital Improvement Fund deposits are
maintained by the City or in the Company’'s name by its agent and are
considered dategory 1 investments. The amount of the Company’s
investments in the wvarious categories of credit risk during the year
ended August 31, 1993 was not significantly different from the
categorization at the balance sheet date.



DETERRED EXPENSES:

In compliance with rate crders issued by the PGC, the cost of projects which
produce benefits over an extended period are deferred. Such costs are being
amortized to expense over a period matching their useful lives which range
from two to ten years. The unamortized remaining amount of such expenses
included in other assets and deferred debits ag of August 31, 1993 and 1992
wasg 52,280,000 and 52,624,000, respectively.

DEFERRED COMPENSATION PLAN:

The Company offers its employees a deferred compensation plan (the
“Plan") created in acrcordance with Internal Revenue Code Section 457.
The Plan, available to all Company employees, permits <them to defer a
pertion of their salary until future years. Thé deferred compensation is
not available to employees until termination, retirement, death or
unforeseeable emergency. Effective October 1, 1993, the Company will match
10% of the employee’s contribution to the Plan to a maximum of $500 annually.

All amounts of compensation deferred under the Plan, all property and
rights purchased with thoee amounts, and all income attributable to those
amounts, property, or rights are (until paid or made available to the
employee or other beneficiary) solely the property and rights of the
Company (without being restricted to the provisions of benefits under the
Plan), subject only to the claims of the Company’s general creditors.
Participants' rights under the Plan are egual to those of general
creditors of the Company in an amount egual to the fair market value of
the deferred account for each participant. The Company believes that it
is unlikxely that it will use the assets to satisfy the claims of general

creditors in the future.

The Plan provides that in +the absence of grosse negligence, fraud or
willful misconduct, neither the Company nor the Plan Administrator shall
be accountable or liable for any investment loss.

The folleowing is a summary of the increases and decreases of the fund for

the year:
Thousands _of Dollars
1993 1992
Fund Assets, September 1 5 9,220 5 7,114
Contributions from Employees 1,935 1,615
Investment Income 1,123 722
Paymentsa to Eligible Participants
and Beneficiaries {234} {231}

Fund Assets (at estimated Market
Value), August 31 512,044 $.2.220



NOTES PAYABLE:

Pursuant to the provisions of certain Ordinances and Resolutions of the
city, the Company may eell short-term notes in a principal amount which,
together with interest, may not exceed 585,000,000 outstanding at any one
rime. These notes are jntended to provide additional working capital.
They are supported by an irrevocable letter of credit and a subordinated
Becurity interest in the Company's revenues.

There were no notes outstanding at August 31, 1993, The notes outstanding
at August 31, 1992 had an average weighted interest rate of approximately
3.05% and an average term to maturity of 59 days. The principal amount
outstanding at August 31, 1992 was 534,500,000.

1,

GCR TARIFF RECONCILIATION:

Puring the years ended August 31, 1993 and 1992, the Company’'s billed gas
costs exceeded its actual gas costs under the GCR Tariff by $14,085,000 and
$6,40%1,000, respectively. Accordingly, the Company deferred this excess
which is included in other current liabilities and deferred credits. The GCR
Tariff mechanism amortizes the liability through a reduction in rates during

the subsequent fiscal year.

Ry

‘

LONG-TERM DEBT:
Revenue Bonde

The following summary of revenue bond debt consists primarily of term and
serial bonds issued by the City under agreements whereby the Company must
reimburse the City for the principal and interest payments reguired by
the bond ordinances: '

August 31, 1993 August 31, 1992
Current Long-Term Current Long-Term
Portioh _Portion Total Portion _Portion Total
(T housands o f b ol larsh
Revenue BONdS...seeeesnmaanns $ 23,090 $681,050 $704,140 $ 32,535 8400,977 $433,512
Unamortized Debt Discount.... €1.301) (14,107) _(15,408) £1,307) _(15,302) _(15,609)
Total 3 21,789 $666,943 $688,732 3 31,228 3585675 361,903



LONG-TERM DEBT (Continued):

Principal maturities  and scheduled  intrerest payments related to
outstanding revenue bond issues during the next five fiscal years are as

follows:
Year Ending {Thousands of Dcollars)
August 31 Principal Interest
1994 $23,090 §43,129
1995 32,975 41,575
1996 35,128 39,426
1997 33,320 37,230
1598 33,135 35,1135

Under the authority o©of the General Ordinance, -the City has issued
fourteen series of Gas Works Revenue Bonds consisting of serial and term
bonds. Proceeds of all series of Revenue Bonds were applied to reduce
capital improvement loans from the City which had been previously
approved by the voters, but for which bonds had not been issued, to fund
future capital improvements or to refund bonds previously issued. The serial
bonds are not subject to redemption prior to maturity while the term bonds
are subject to redemption at the option of the City after a designated date,
either in whole or in part, at varying redemption prices. 1In addition, the
term bonds are subject to mandatory redemption after a designated date prior
to maturity at a redemption price of 100% of principal amount and accrued
interest. Funds deposited in a Sinking Fund may be used for this purpose.

Under the terms of the General Ordinance, the City is required to
maintain rates to allow the Company to satisfy revenue bond debt coverage

ratio requirements.

Rlso provided by +the General Ordinance is the establishment of a Sinking
Fund into which deposits are made sufficient to meet all principal and
interest requirements of the bonds as they become due. The General
Ordinance also provides that sinking fund reserves be maintained as part
of the ‘Sinking Fund, which reserves have heretofore initially been funded
from the proceeds of each series of bonds in an amount egqual to the
maximum annual debt service regquirement on the bonds of each such series
in any fiscal year. Monies in the sinking, fund reserve are to be applied
to the payment of debt service, if for any reason, other monies in the
Sinking Fund shouwld be insufficient.

Capital Improvement Funds are revenue bond proceeds to be utilized for
construction expenditures.

The revenue bonds are, and will be, egually and ratably collateralized by
a security interest in all of the Company's project revenues and monies
in the' Sinking Fund and sinking fund reserve.



B.

LONG-TERM DEEBT (Continued):
The following is a summary of the principal amount of out’.sté.nding
revenue bonds:
Aygust 31, 1993 August 3%, 1992 Year of
‘Yesr of Original Current Long-Term Current Llong-Term Interest Final
Series Issue Amount  Portion _Portion Portion _Portien Rotes Maturicy
(Theusanpds o § p ol |l ars)
3rd: Term..... 1976 § 33,885 3 -8 - 3 3,435 3 16,480 . .
4th: Term..... 1978 L&, B5S - - 4,450 27,265 - -
Sth: Term..... 1979 33,320 - - 2,965 22,495 - -
Tth: Tere..... 1982 10,675 - - - 10,5675 - -
8th: Serisl.., 1985 19,455 1,425 11,255 1,325 12,680 T7.40-8.60% 2000
Term,.... 1985 70,830 - 5, 145 - 5,145 8.70% 2015
90,285 1,425 16,400 1,325 17,825
Fths: Serisl.., 1985 37,750 2, 045 2,210 1,395 4. 253 8.00-8.50% 2001
10th: Serinl... 1986 88,090 6,675 61,230 6,285 67,905 6.25-7.20% 2001
1tth: Serial... 1987 62,520 7.180 19,105 6,755 28,535 6.30-7.40% 2000
) Term..... 1987 79,920 - - - 7¢,920 - -
142,440 7,180 9,105 &, 755 108,455
11th *C*: Serial... 198% 46,183 2,805 35,908 2,640 | 38,713 6.30-7.15% 2004
Term..... 1989 85,337 - 86,337 - B6, 337 6.75-7.25% 2015
132,520 2,805 122,245 __ 2,640 125,050
Accreted Interest 7,453 S,606
129,698 130,456
12th “A"“: Seriasl... 1990 20,911 1,120 16,796 1,055 12,916 6.16-7.10% 2006
Term..... 1990 29,510 - 29.510 - 29,510 6.00% 2012
50,421 1,120 46,306 1,055 47,426
Accreted Interest 2,226 1,520
48,532 L8, 946
12th "B%: Serial.,, 1990 12,670 95 9,020 935 10,015 6.10-7.00% 2001
Term..... 19%0 62,330 - 7. 390 - 62,330 7.00-7.10% 2020
75,000 995 16,410 935 72,345
t3th Serial,... 1991 10,215 B4S 7,825 795 8,570 6.40-7.50% 2001
Term..... 1991 65, D05 - 5.590 - 85,005 7.70-T.74% 2021
75,220 845 _ 16,415 795 _ 73,675
14th Serial... 1993 116,690 - 113,190 - - 4.50-5.50% 2004
Term.... 1903 259, B&0D - 25%,850 - - 65.45-6.625% 2026
376,550 - 373,050 - -
TOTAL $ 23,090 $681,050 $ 32,535 $600,977

4 -



LONG-TERM DEBT (Cecntinpued):

A portion of certain revenue bonds were issued as zero coupon securities.
Interest on these Bpecurities is accrued and compounded on the payment
dates of the current interest bonds within the issue. The accrued
interest to the date of compounding is reflected in the preceding
schedule as accreted interest and is reported as long-term debt.

On February 1, 1993, the Company issued the Fourteenth Series Revenue
Bonds in the amount of $376,550,000. These bends, maturing through 2026,
were isgued for +the purpese of restructuring the Company’s debt,
refunding certain portions of the Company’s outstanding debt at lower
interest rates and providing approximately $68,000,000 in funding for
capital improvements with such proceeds being deposited in the capital
Inprovement Fund. The debt eervice payments of the restructured and refunded
bonds prior to the sale of the Fourteenth Series Révenqe Bonds were scheduled
to bhe approximately $610,431,000. The debt service payments of the
Fourteenth Series Revenue Bonds, including the new money portion, are
scheduled to be 5791,543,000. The Fourteenth Series Revenue Bonds were
ispued with. an average true interest cost of 6.54 percent. At August 31,
1993, §29,896,000 of the funds remained on deposit. The advanced refunding
and the debt restructuring portions o©f this debt issue resulted in a net
economic gain of 56,448,000 and an accounting loss of $§23,634,000 (see Note

1).

Subordinate Lease Obligation

In 1989, the Company refinanced the net book wvalue, which approximated
the fair market value, of its Headguarters and office complex at 800 W.
Montgomery Avenue. This was accomplished through the sale of the
facility to the Philadelphia Municipal Authority ("PMA"), an agency of the
City, and its leaseback to the Company under a lease which expires June 1,
2014 at which time title transfers to the Company. &s part of the indenture,
the Company has guaranteed lease payments in an amount equal to the sacheduled
debt service on the bonds issued by PMA to finance the facility purchase.
This lease obligation is subordinate to the Gas Works Revenue Bonds,
other general obligation debt and notes payable. Proceeds from the
refinancing of the building were wutilized in the Company’'s capital
program. The total amount financed was $25,000,000.

The following 18 a summary of the subordinate lease obligation:

Auqust 31, 1993 August 31, 1992
Cuyrrent tLang-Term Lurrent lLong-Term
Portion _Portion Total Portion _Portien Total
(T housands o f b ol larsy)
Subordinate Lease
Ob{igation.c - vunvaennann . $ 500 s22,785 $23,285 $ 476 $23,285 $23,755
Unamortized Debt Discount, (L9 (607) (4656) (50) (6567 {706)
Total s__ 451 s22,178 s2,e23 5 420 322,629 523,049



LONG-TERM DERT (Continued):

Subordinate Lease Obligation (Continued)

Future minimum rentals, including interest, on the lease are as follows:

.

Thougands of Dollars

1954 § 2,242
1995 2,243
1996 2,246
1997 2,246
1958 2,243
Thereafter 35,921
Total Minimum Rentals 47,141
Lesg: Imputed Interest - {24,512)
Total 822,623

The gross amount of assets under such 1lease obligation approximated
§23,084,000 at the end of both years while accumulated amortization

approximated -$2,557,000 and 52,095,000, respectively, at August 31, 1993 and
1492, The amortization of such assets is included in depreciation expense in

the statements of income.

DEFEASED DEBT:

Defeased debt of tﬁe Company (bonds issued by the Company now payable
from the proceeds of irrevocably pledged agsetg} at August 31, 1993 and
1992 wase as follows:

Revenue Bond Isgue

and Scheduled Thousands of Dollars
Final Maturity Interest rate 1993 1992

7th March 15, 2012 6.0 = 10.25% T 813,898 S 4,620
8th May 15, 2015 8.70 - 8.75% 65,685 &5,685
9th March 15, 2012 8.70 -~ 9.125% B8,795 88,7958
11A July 1, 2017 7.4 = 7.B75% 82,170 -
i2B May 15, 2020 7.0% 54,940 -
13th June 15, 2021 7.7% 58,415 -

The assets pledged are primarily noncallable U.S. Government securities and
the interest to be earned thereecn. The investments had a carrying value of
$367,217,000 and $156,322,000, respectively, at August 31, 1993 and 1%32,
respectively, bearing interest on face wvalue at 0% to 10.25%. The
investments are held by the Trustee, and maturities and interest payments are
stheduled to coincide with Trustee cash requirements for debt service.

The defeased bonds described above and the investments pledged f£or their
redemption are not recognized on the Company’'s balance sheets in
accordance with the terms of the Indenture of Defeasance.
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ACCOUNTING FOR PENSION COSTS:

A.

Plan rescription

The Company sponsors a public employee retirement system ("PERS"), a
single employer defined benefit plan to provide pension benefits for
all of its employees, whose annual covered payroll {(which wasg
substantially equal teo total payroll) at August 31, 1993 and 1992 wasg

£100,512,000 and §100,003,000, respectively,

At September 1, 1952, the date of the last actuarial valuation, the
Pension Plan membership consisted of:

Retirees and bensficiaries currently
receiving benefits and terminated .
employees entitled to benefits but not e
yet receiving them "1,901

Current employees:

Vested 1,542
Non-vested 884

Total Current Employees 2,426
Total Membership 4,327

The Pensgion Plan provides retirement benefits as well as death and
disability benefita, Retirement benefits vest after 10 years of
credited service. Employees who retire at or after age 65 are
entitled to receive an annual retirement benefit, payable monthly,

in an amount egual to the greater of:

(i) 1.25% of the first 56,600 of Final Average Earnings plus 1.75%
of the excess of Final Average Earnings over 36,600, times
years of credited service, with a maximum of 60% of the highest
annual earnings during the last 10 years of credited service,

applicable to all participants, or;

(ii} 2% of total earnings received during the pericd of credited
service plus 22.5% of the first $100 of such amcunt, applicable
only +to participants who were employees on or prior to March

24, 19&7.

Final Average Earnings are the employee’'s average pay, over the
highest 5 of the last 10 years of credited service. Employees with
15 years of credited service may retire at or after age 55 and
receive a reduced retirement benefit.

Covered employees are not required to contribute to the Pension

Plan. 'The Company is required by statute to contribute the amounts
necesgary to finance the Pension Plan. Benefit and contribution
provisions are established by City ordinance and may be amended only

as allowed by City cordinance.
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ACCOUNTING FOR PENSION COSTS (Continued):

B.

c.

Summary of Significant Accounting Policies and Plan Asset Matters

Basis of Accounting

Pension Plan financial statements are prepared using the accrual
bapis of accounting. Employer contributions are recognized as
revenues in the period in which employee services are performed.

Method Used to Value Investments

Pension Plan investments are reported at cost. Investment income is
recognized as earned. Gains and losses on sales and exchanges are
recognized on the transaction date. -

Funding Status and Progress

The amount shown below as "pension benefit obligation” is a
standardized disclosure measure of the present wvalue of pension
benefits, adjusted for the effects of projected salary increases,
estimated to be @payable in the future as a result of employee
gervice to date. The measure ia the actuarial present wvalue of
credited projected benefits and is intended to help users assess the
Pension. Plan’'s funding etatus on a going-concern basis, assess
progress made in accumulating sufficient assets to pay benefits when
due and make comparisons among PERS.

Significant actuarial assumptiona used include: (a) a rate of
return on the investment of present and future assets of B% per year
compounded annually (which reflects an increase from the 7.5% utilized
in 1992), (b) preojected salary increases of 5% per year including 1%
representing merit and progression increases and 4% representing general
wage increase compounded annually, and (c) 62 as the assumed retirement

age.

The change in the return on investment from 7.5% to 8% lowered the
pension benefit obligation by approximately 518.8 million at
September 1, 1992. -

At September 1, 1992, the estimated unfunded pension benefit obligation
was $39,573,000, as follows:

Pension benefit obligation:

Retirees and beneficiaries currently
receiving benefits and terminated
employees not yet receiving benefits $168,279,000

Current employees:

Accumulatediemployee contributions including
allocated investment income

Vested 67,804,000
Non-vested . 63,401,000
Total pension benefit obligation $§299,484,000

Net agsets available for benefits, at cost
{Market Value $314,776,000) 259,911,000
Unfunded pension benefit obligation § 39,573,000

_]8_
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ACCOUNTING FOR PENSION COSTS (Continued):

b.

Contributions Required and Contributicons Made

The Pension Plan funding policy provides for pericdic employer
centributions at actuarially determined rates that, expressed as
percentagee of annual covered payroll, are sufficient to accumulate
sufficient assets to pay benefits when due. Level percentages of
payroll employer contribution rates are determined wusing the
Projected Unit Credit actuarial funding method. Amortization of the
unfunded pension benefit obligation over a 40 year period commenced

in 19€7.

Contributions totaling 512,469,000 or 12.4% of the covered payroll were
made in 1993. These contributions consisted of: (a) $6,950,000 normal
cost (6.9% of the covered payroll) and (b) §5,519,000 amortization of
the unfunded pension benefit obligation (5:5% of the covered payroll).
Fiscal 1993 and 19%2 contributions represented contributions in
accordance with the actuarially recommended contribution through the
actuarial study performed in September 1992 and 1990, respectively. The
change in the return on investment from 7.5% to 8% reduced the

contribution requirement by 52,768,000 in 1983.

Historically, payments to beneficiaries are made by the Company and
not from the assets of the Pension Plan. In 1933 and 1992, payments
to beneficiaries exceeded the Company’s actuarially computed pension
contribution and withdrawals of §7,112,000 and §5,086,000,
respectively, from the pengion assets were necessary to meet beneficiary

payment obligations.

Significant actuarial aggumptions used to compute contribution
requirements are the same as those used to compute the standardized
measure of the pension obligation discussed above.

Post FEmplovment Benefit Information

In addition to providing pension benefits, the Company also provides
health care and life insurance benefits to Peneion Flan
beneficiaries and their dependents. Such benefits are funded on a
pay-aa-you-go basis. The Company recognizes the cost of providing
health care benafits for the 1,772 and 1,767 beneficjaries and their
dependents for the 1993 and 1992 £fiscal years, respectively, and the
cost of providing such benefits for 2,400 and 2,417 active employees and
their dependents for the 1993 and 1992 £fiscal years, respectively, by
charging the annual insurance premiums to expense, Total premiums
incurred for health care amounted to $19,415,000 in 1993 and 518,724,000
in 1992, of which approximately 31% in both years represents payments on
behalf of retired employees and their dependents. Total premiums for
group life insurance were §1,375,000 in 1993 and $1,171,000 in 1992, of
which approximately 20% and 21%, respectively, is attributable to

retired employees.
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ACCOUNTING FOR PENSION COSTS (Continued):

F. Trend Information

Trend information gives an indication of +the progress made in
accumulating sufficient assets to pay benefits when due. Certain
historical trend information for the Company's PERS 1is presented
below for the last three years.

For the Years Beginning

September 1,
1992 1991 1990

Net assets available for benefits (at )

cost} as a percentage of the pension = -

benefit obligation: B6.8% 74.5% 73.9%
Unfunded pension benefit obligation as

a percentage of annual covered

payroll: 3%.4% Bl.5% 83.8%
Company contributions to the PERS as a

percentage of annual covered payroll: 12.4% . 14.2% 17.1%

«

G. Ten—-Year Historical Trend Information (unaudited)

Additional historical trend informaticn designed to provide
information about the progress made by the Company in accumulating
sufficient assets +to pay pension benefits as they become due is
presented on page 24 ("Analysis of Pension Funding Progress®).

RISK MANAGEMENT:

The Company is exposed to various risks of losa related to torts; theft
of, damage to, and destruction of assets; errors and omissions; injuries
to employees; and natural disasters. The Company is principally insured
through insurance carriers. The Company's property--is insured against
the risk of loss or damage, without aggregate limits, in the amount of
$250 million per occurrence with a 5$100,000 deductible; subject, however,
to an annual aggregate limit of 5100 million for earthguake and an annual
aggregate limit of 5§50 million for flood, generally, and to lower flood
limits as to the Richmond Plant. In addition, the Company maintains
boiler and machinery, blanket ecrime, and other forms of property
ingsurance. With respect teo incidents arising between October 1, 1986 and
August 31, 1991, +the Company maintained policies of liability insurance
insuring against the risk of damage or injury to the public for $25
million in excess "of §5D0,0p0 for any one incident, generally without
aggregate limits. Effective September 1, 1991, the liability insurance
retention level was increased from $500,000 to 52.0 million for any one
incident in accordance with instructions from the PGC. For incidents
exceeding the foregoing coverage, the Company has aggregate coverage of §$175

- 20 -
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RISK MANAGEMENT {(Continued):

million. The Company algo maintains $25 million of workersg*
compensation insurance in excess of §500,000 per incident for on-duty
injuries to employees. buring the last three fiscal years, no claim

settlements have exceeded the level of insurance coverage. None o©f <these
losses have been settled with the purchase of annuity contracts. Director’s
and officer‘s liability insurance i8 the responsibility of the City.

claims and pettlement activity is as follows (Also, see Note 1}:

Thousands of Dellars

Current Year

Beginning Claims and End of current

Year Ended of Year Estimate Claims Year Reserve
August 31, Claims Adjustments Settled :. .Elaims Amount
1992 s 7,B&2 $ 3,964 $ (3,157 $ B,669 $ 2,795
1993 8,669 3,829 (4,623) 7,875 3,625

Also, the Company has entered into several one year contracts to provide
health care for both active and retired employees which are experience rated,
and premiums are adjusted annually; in addition the Company has acguired
approximately 5162 million of group life insurance coverage for both active
and retired .employees, which is retrospectively rated on a monthly basis.

(Alsc, see Note 10E).

COMMITMENTS AND CONTINGENCIES:

Commitments for major congstruction and maintepance contracts were
approximately $2,507,000 and §3,923,000 as of August 31, 19%3 and 1992,

regpectively.

The Company is c¢ommitted under various noncancellable operating lease
agreemente to pay minimum annual rentals as follows:

Year Ended

Avgqust 31, Thousands of Dollars
1994 5444
1995 236
1996 45
1997 41

Total 5766

Rent expense far the years ended August 31, 1993 and 1992 amounted to
$1,435,000 and $1,452,000, respectively.

-2} -
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COMMITMENTS AND CONTINGENCIES (Continued):

In the 1993 fiscal year, the Company paid, as part of its normal wonthly
bills, pipeline take-or-pay costs billed by its interstate pipeline
suppliers under Federal Energy Regulatory Commission ("FERC") approved
tariffs. Through the conclusion of the payment schedule in May, 1993,
the amount of these costs paid by the Company was 536,316,000 which
includes 55,023,000 and $8,903,000 for the years ended August 31, 1993
and 1992, respectively. -At August 31, 1933, the Company had ne remaining
liability under the multi-year cost recovery period established by FERC.
Costs incurred by the Company B&ince its inception have been recovered

through the normal GCR.

Oon April 16, 1992, FERC issued Order No. 636 which requires the Company's
pipeline suppliers, among other things, to","ur}bundle all services
performed and to implement a etraight fixed-variable rate design. FERC

Order HNo. 636 alse reguires +the Company to pay transition costs. At
August 31}, 1993, the ©pipelines had received FERC authorization to
commence billing a portion of their transition costs. The Company's

total exposure to transition costs stemming from FERC Order No. §36 is
not fully determinable until pipeline suppliers file for cost recovery.
Based on their approved filings and in anticipation of future filings for
knoun costs, it is estimated that the Company’s liability for transition
cests on  Bugust 31, 1993 ranges from 524,500,000 +to 548,000,000,
Therefore, .the Company has recorded both a deferred debit and a deferred
credit on the balance sBheet of $24,500,000. At August 31, 1993, <he
Company has paid approximately §1,693,000 of transition costs to its pipeline
suppliers. In addition te the above, FERC Order No. 636 allows the pipeline
suppliers to pass on the coets of reguired system upgrades. The Company
estimates that its future obligation for such costs ranges from $5,000,000 to
$10,000,000. It is anticipated that such costs will be recovered through the

normal GCR.

As part of the revisions teo the Company's contracts with its pipeline
suppliere resulting from FERC Order No. 636, the Company is required to
buy-out ga# in certain storage facilities owned and operated' by the
pipeline suppliers. In July 1953, the Company paid §8,192,000 to buy-out
gas in such a sgtorage facility; this amount is included with materials
and supplies on the balance sheet. At August 31, 1993, the Company has
additional commitments to buy-out gas in such storage facilities of
approximately $1,500,000.

The Company in the normal course of conducting business, has entered into
long-term contracts for the supply of natural gas and firm transportation
and long-term firm gas gtorage service. The Company‘s cumulative
obligations for demand charges for all of these services is approximately

$6.0 million per month.

SUBSEQUENT EVENTS

On October 30, 1993, the 1,800 members of the Gas Works Employees’ Union
of Philadelphia returned to work ending an B85 day work stoppage. While
thie work stoppage impacted the level of service which the Company was
able to offer, the financial impact for the period ending August 31, 1993

was not material.

_22_



13.

SUBSEQUENT EVENTS (Continued):

on November %, 1953, the PGC met and approved revisions to the Company’'s
Customer Service Regulations. The new regulations create a Customer
Responsibility Program ("CRP") which absorbs the current Energy AsBurance
Program and closes the 5%-2% payment Pplan to new enptrants (plans that
were in effect to assist customers in meeting their payment obligations);
current 5%—2% participants will not be able to continue in the 5%-2% plan
in the event of a default on their payment plan, but instead, will be
required to enter CRP. CRP requires participants to apply for and assign
to the Company at least one fuel rant annually and pay a fixed
percentage of income toward their current bills. Additionally, the new
Customer Service Regulations include limits on agreement availability and
provisions reguiring customers to cure existing payment agreements in
default prior toc entering into new agreements. While the total impact of
theee changes to the Customer Service Regti_'lations is not presently
determinable, it is anticipated that the changes-will have a positive

impact on collections of accounts receivable.

- 23 -
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PHILADELPHIA GRS WORKS

Schedule 1]

REQUIRED PENSION SUPPLEMENTARY INFORMATION
ANALYSIS OF PENSTON FUNDING PROGRESS {Unaudited}

Ten-year historical trend ilnformation designed to provide information about the Pension Plan’'s progress made in
accumulating sufficient asseta to pay benefite when due is premented below:

ANARLYSIS OF PENSION FUNDING PROGRESS
(Thousands of Doliars)

(unaudited)
(6)
{4) Contri- Unfunded
Unfunded bution Penslon Benefit
(1) (2) (3) Penslon (5) as a % of Obligation as a
Net Assets Penslion Percentage Benefit Annual Annual Percentage of Annual
Available Benefit Funded Obligation Annual Covered Covered Covered Payroll
Year for Benefits Obligation (11712} {2 - (1) Contribution Payroll Payroll (41/15)
‘1983 $111i,012 N/A - N/A §16,276 $ 70,418 23.1% -
1984 129,803 N/A - N/A 16,710 75,330 22.2 -
1985 145,845 $232,714 62.7% $ 86,869 16,936 80,017 21.2 108.6%
1986 169,936 262,394 64.8 92,458 17,571 B5,537 20.5 108.1
1987 187,417 275,514 68.0 88,097 16,763 90,139 18.6 97.7
1988 194,818 294,539 66.1 99,721 17,016 96,825 17.6 103.0
1989 207,914 309,266 67.2 101,352 i7,748 93,1137 19.1 108.8
1990 224,176 303,402 73.9 79,226 16,204 94,534 17.1 B3.s8
1991 238,415 319,903 74.5 81,488 14,245 100,003 ~14.2 B1.5
1992 259,911 299,484 B86.8 39,573 12,469 100,512 12.4 39.4

N/AR - Information not avallable for these parlods.

Isolated analysle of the dollar amounta of net assets available for benefits, pension benefit obligation, and unfunded
penslon beneflt obligatlon can be misleading. Expressing the net aesets avallable for beneflts as a percentage of the
pension beneflt obligation provlides one indlcation of the pension plan’s fundlng status on a going-concern basis.
Analysls of thls percentage over time indicates whether the system is becoming financlally stronger or weaker.
Generally, the greater this percentage, the stronger the pension plan. Trends in unfunded pension benefit obligatlion
and annual covered payroll are both affected by inflation. Expressing the unfunded pension benefit obligation as a
percentage of annual covered payroll approximately adjueste for the effects of inflation and alds analysis of the

Pension Plan's progress made in accumulating sufficlent assets to pay beneflts when due. Generally, the smaller this
percentage, the atronger the pension plan.
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STONE & WEBSTER MANAGEMENT CONSULTANTS, INC.

ONE PENN PLAZA « 250 WEST 34TH STREET + NEW YQRK, NEW YORK
g

101
212.2%0-7000 FAX: 212-.2 70

0-

December 13, 1993

Honorable Ben Hayliar

Director of Finance

City of Philadelphia R
1600 Arch Street, 13th Floor

Philadelphia, Pennsylvama 19103

Subject: Independent Consultant’s Report
City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Fifteenth Series

Dear Mr. Hayllar:

The attached report contains the findings and conclusions of Stone & Webster Management
Consulranrs, Inc., (Stone & Webster) with respect to the issuance of up ro $75,000,000 of Gas Works
Revenue Bonds, Fifteenth Series (the Bands). These Bonds are being issued in order to fund a portion
of the City of Philadelphia Gas Works’ (PGW) capital improvement program and establish sinking
fund reserves. 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 the Philadelphia Gas Works and
has a favorable reputation for compertence in such field and is qualified 1o do such work (see Appendix

for Stone & Webster qualifications).

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, facilities, 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. In this regard; we have reviewed PGW’s operations, facilities and
customer, sales and financial forecasts. 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. It reviews and evaluates existing and planned natural gas
supply contracts with respect 1o volumes of gas to be delivered and evaluates the adequacy of present
inventory, current and future gas supplies, and supplemental gas production capabilities. Furthermore,
an evaluation and description of PGW’s capital improvement program for fiscal years 1994 through
1999 is addressed with the objective of judging the consistency and reasonableness of the major
replacements, improvements and benefits which will be made to the gas system.

The report provides an overview of PGW's long-term capital program and an assessmen: of the

ATLANTA « BQSTON + OENVER - HOUSTIW
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regulatory and rate setting environment under which the imposition and collection of rates and charges
will occur. This financial assessment, based on PGW’s 1994 through 1998 financial forecast, is
structured to permit the reader to make an estimate of PGW’s ability to meet the current and future
costs of operation and maintenance, as well as its ability to meet debrt service coverage tests and other

bond covenants set forth in the legislation which govern debt financing.

FINDINGS AND CONCLUSIONS

Detailed findings and conclusions are contained in the arrached report; however, subject 1o such
findings and conclusions, the following points summarize Stone & Webster’s key opinions relevant to

issuance of the Bonds:

o PGW isa competently managed and operated gas distriburion utility. PGW and its facilities are
organized, operated and maintained equal to or in excess of regularory requirements and
generally accepted industry practices. Based upon our investigation, we believe PGW’s facilities
are in good operating condition.

® Based on our investigation and evaluation it is our opinion that over the financial forecast
period, 1994 through 1998, 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 the Fifteenth Series Bonds, current and future project revenues as defined in section 2 of The
First Class City Revenue Bond Act (The "Act”) will be adequare to meer all expenses of
operation and maintenance, repair and replacement, reserve fund deposits, debt service on the
bonds issued under the General Ordinance and the surplus requirements of the rate covenants
contained in section 4.03(b) of the Ordinance of Ciry Council approved May 30, 1975, Bill
Number 1971, as amended (The "General Ordinance”).

© The project revenues which are pledged as security for the bonds issued under the General
Ordinance are currently and are projected to be sufficient 1o comply with the Rare Covenant
set forth in Section 4.03(b) of the General Ordinance.

® The Bonds are being issued with the intent of funding the capital improvement program and
establishing sinking fund reserves.

e Achievernent of the forecasted results, 1995 through 1998, is premised on 2 net revenue increase
of $25.0 million during fiscal year 1994-1995. This could either be through rarte increases,
expense reductions, efficiencies, increased sales, etc.

e If approved by City Council, the capiral improvements proposed during the forecast period,
1994 through 1998, will along with coniinued good operation and maintenance practices, enable
PGW to maintain its system in good operating condition. Qur review of present management
practices indicates that this is likely to continue, provided the company is authorized the
necessary funds. (Detailed engineering quality assurance inspections and testing were not

performed.)
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® 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
(2 design peak day), or an hour of maximum demand (a design peak hour), and during a year

of maximum demand (a design year).

® PGW’s customer count has risen slightly in recent years (0.7% from 1992 to 1993) bur is
forecasted by PGW 1o begin to decline. The continuing decline in Philadelphia population
(decline of 6.1% berween 1980 and 1990) and loss of jobs (decline of 4.0% berween 1980 and
1990), if they continue, will eventually limit customer growth. The current unemployment level
is 11.9% for the city of Philadelphia (as of September, 1993) versus 7.9% for 1992,

® Total PGW sales volumes over the forecast period are expected to increase by 0.4 percent per
year after weather normalization,

® PGW has been without a President and Chief Executive Officer since August 1, 1989 when the
former President and Chief Executive Officer, Mr. Robert J. Patrylo resigned. The Philadelphia
Facilities Management Corporation organized a Search Committee and has conducted two
national searches. To date no appointment has been made. Mr. Alfred P. Degen, PGW
Executive Vice President, has served as senior company officer since August 1, 1989.

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 informarion as was considered appropriate for use in evaluating the
assumptions pertaining to the financial staremenr forecasts and, in this connection, it is our opinion
that these assumptions are reasonable. These assumptions may be affected by future events and,
therefore, the actual results that will be achieved may vary from the forecast.

Sincerely,
STONE & WEBSTER MANAGEMENT CONSULTANTS, INC. - *

QK Mo /

Richard F. Morrow
Vice President
(Responsible Ofﬁcer)

.0 b / F
Edward A. McGee
Assistant Vice Presidemt

(Project Manager)

EAM/aye
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INTRODUCTION

The Philadelphia Gas Works (PGW), a city owned gas diswibution utility in the City of Philadelphia (City),
retained Stone & Webster Manaécme:m Consuitants, Inc. (Sione & Webster) 1o prepare this report in connection
with the isspance of wp to $75,000,000 Gas Works Revenue Bonds, Fifteenth Series (the Bonds). Stone &
Webster was asked to investigate, evaluate and state conclugions regarding:

am,

" The adequacy of PGW gas supplies;

= The adequacy of current and furere PGW revemues 10 meet oparation and maintenance expenses,
reserve fund deposits, debt service on the Bonds, lease payments on the Administration building and
the requirements of the General Ordinance rate covenamts; and,

- The appropriateness. of the capital improvements (being financed with the proceeds of the Fifteenth
Series Bonds as well as internally penerated 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 1-7, Tables 1-18, and Exhibits I-VI which are an integral part of this
szpont. This report also cootains Stone & Webster’s independent assessment of PGW's organization and

management.

In November 1993, a review and evaluation, based upon on-site inspectons, was made of production, storage,
distribution and general plant facjliies. 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 justificadon of improvements and benefits to the gas
system. Finally, Stone & Webster prepared an assessment of 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
eoverage requirements and other bond covenants set forth in the stanntes which govemn debt financing.

Major factors and key assmmptions relative 1o the forecast and discussed in more detail in the report are;

n Base Rates - The Philadelphia Gas Commission is responsible for reviewing and approving PGW'’s
proposals for rate changes, PGW's most recent request for $31 million in fiscal year 1992 was filed
in july, 1991, This request was reduced to $28 million with the proposed GCR decrease filed August
1, 1991. On December 19, 1991, the Commission approved a $15 million increase in base rates.
Certain aspects of this rate decision have been appealed by the Public Advocate and cross appealed
by PGW and PFMC to the Court of Comroon Pleas of Philadelphia. The order issued by the Court
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of Common Pleas of Fhiladelphia Comty on October 16, 1992, rejected the issues rzised by the Public
Advocate, accepted certain expense adjustment changes proposed by PGW and remanded certain items
back to the PGC for adjudication. The Public Advocate has appealed the decision to the
Commonwealth Court of Pennsyivania. PGW anticipates that it will file a request for a base rate
increase before the end of the fiscal year 1994 intended to provide additional net revenues during

fiscal year 1995,

Based on our financial analyses, approval of PGW’s anticipated base rate mcrease for fiscal year 1995
and fanure GCR requirements will be required in order for PGW to meet the enclosed financial
farecasts and the terms of its bond covenants. R

PN

Sales Forecast -- Sales volume -in one of PGW’s interruptible customer classes (LBS-XL Direct) is
forecasted to drop significamtly (by 73%) after fiscal year 1995 due to the anticipated loss of PGW's
largest customer - the Philadelphia Navy Yard, However, increased sale voiumes in other interruptible
customer classes offset this effect to a decrease of oniy 0.1 percent over the 1994-1998 forecast
pericd.
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GENERAL

THE PHILADELPHIA GAS WORKS

The Philadelphia Gas Warks consists of real and personal property, whether tangible or intangible, owned by the
City of Philadeiphia, plus the organization and personnel necessary for the acqui?ﬁon, delivery and sale of gas
within the City. T

In March 1835 a City Ordinance was passed authorizing private ownership and operation of a public utility ander
trustec mznagement. 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
Febmary 8, 1836 and service was inaugurated February 10, 1836 to 46 gas lamps along Second. Street. PGW
thys has completed 157 years.of service to the citizens of Philadelphia

During its 157 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 184], 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 onder the Director of
~ Public Works. Serious financial and operating problems led to replacement of this amrangement on November
12, 1897. At that time, the City, wmable to sell PGW, contracted with the United Gas Improvement Company
{(UGI), now UGI Corporation, for the operation and management of PGW under authority granted by the City
Charter. Operation and management by UGI continned through December 31, 1972.

On Janunary 1, 1973 the Philadelphia Facilities Management Corporation (PFMC), 2 not-for-profit Pennsylvania
corporation; was organized for the specific purpose of operating PGW, PFMC cwrrently manages PGW in
accordance with the original ‘Apreement ‘with the City dated December 29, 1972 as subsequently amended
" (Agreement). The functioning of PGW under the current Agreement is as follows:

City of Philadelphia ‘ Owns PGW property and establishes legislation for PGW
: functioning.
The Gas Commission Established vnder the Philadelphia Home Rule Charter, operates

onder the terms of the Agreement and is responsibie for
overseeing operation of PGW by the PFMC.
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PFMC Provides sxecutive management and operates PGW facilities.
PGW Manages construction, operation and maintenance of the gas
system on a day-to-day basis.

The Agreement states thar for the operadon of PGW the PFMC shall provide:

A Chief Execurive Officer,

A Chief Operating Officer,

A Chief Financial Officer, and
Other persomel as deemed appropriste by PFMC.

All FFMC personnel are sabject to the approval of the Philadelphia Gas Commission (Commission). The
Commission copsists of five members: the City Controller (or his designes), two Mayoral appointees, 'and wo
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, 1n addition the Agreement specifies certain funcrions
of the Commission, mainly: .

8 Approval of PF'MC- personnel,

= Review and make recommendations regan.iing gas sopply contracts for City Council approval,
a Approval of PGW’s anmual operating budget,

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

Approval of short-term loans,

a Power to establish procurement standards and to fix and regulate rates and chmge§ for supplying gas
to customers other than the City and the Board of Eduvcation, which will zmnually produce revenues

sufficient to:

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

b) pay $18,000,000 to the City each year and,

c) provide such other funds as may be approved by the Gas Commission or City Council.

WL
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= Review and approval of all PGW real estate acquisitions, sales, or Jeases for submittal to City Council
for approval by ordinance,

ORGANIZATION AND ADMINISTRATION

The current PGW organization, a typical line orgamization, is shown in Figure 1. In preparing this stmdy
interviews were conducted with the Board Secretary of PFMC, who is on 2 Board assignment approved by the
Chairman, and all of PGW's officers: its acting Prasident and Executive Vice President, S?Ch of the three Semior
Vice Presidents, and nine of the ten Vice Presidents. The interviews were sq:ﬁplemt:me'dl by review of PGW
policies, practices, procedures and field observation of numerous empioyees 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 November, 1993 was 2,388. The Gas Works Employees’ Union of Philadelphia,
Local #5686, Service Employees’ International Unit (an AFL-CIO affiliated union) represents 1,758 employees.
The United Plant Guards Workers of America, Local # 506, represents 34 employees. These figures represemt
about an 1}.5% decrease from manpower at February, 1989 in accordance with the Gas Commission’s order of
October, 1988, directed at reduction of expenses.

On- Augnst 6, 1993 there was a work stoppage by the Gas Works Employees’ Union over a number of issues,
incinding salary issues, in the proposed contract. This work stoppage lasted 85 days umtl it was seftled in
October, 1993 with a five-year agreement. It was the third work stoppage i the history of PGW. The first two
which occurred in 1971 and 1989 were of shorter duration.

The following brief resumes provide pertnent information on the major management qualifications of the
PFMC/PGW Senior Officers: .

Alfred P. Degen. Executive Vice President

Mr, Degen joined PGW in 1968 and has held manapement positions i the Finance, Customer Activities, and
‘Administrative areas of PGW, including the positions of Assistant Vice President-Customer Activities, Vice
President-Administration and Senior Vice Presidemt and Chief Financial Officer. On January 12, 1988 Mr.
Degen was appointed to the position of Executive Vice President  Simce August 1, 1989 Mr. Degen has
served as the senior company executive with responsibility for all company activities. He is 2 member of
the Managing Commitiee of American Gas Association's Finance and Administrative Section, immediate past
chairman of the American Gas Association’s Consumer and Commumity Affairs Committec and a current
member of the Society of Gas Lighting,




Svdney M. Avent. Esq.. Senior Vice President Administration and General Counsel

Ms, Avent joined PGW in January, 1984 as Staff Attorney, was named Senjor Attorney in December, 1984,
Corporate Comnsel in October, 1985, Senior Vice President and General Counsel in January, 1988 and Senior
Vice President Administration and General Counsel in September, 1990. Ms. Avent is 2 member of the
Managing Committee of the American Gas Associaton Legal Forum; the past presidemt of the Women
Lawyers Division of the National Bar Association; President of the Philadelphia Bar Foundation; and a
member of the American, Pennsylvania, and Philadelphia Bar Associations, and the Barristers Association
of Philadelphia. She also is 2 member of the American Association of Blacks in Energy.

Joseph G. Horan_Senior Vice President and Acting Chief Operating Officer , .

Mr. Horan joined PGW in 1956 and has held management positions in the Operatiofis, Customer Activities,
and the Corporate Planning and Development areas, including the positions of Vice President-Operations and
Vice President-Custorner Activiies. He was pamed Semior Vice President-Corporate Planming and
Development an March I, 1986, Semior Vice President in January, 1988 and Senior Vice President and
Acting Chief Operating Officer on September 11, 1990. He is a member of the American Gas Association,
and serves on the Managing Committee of the Operating Section, as well as 2 member of the Government
Relations Commirtee. He is also a member of the Executive Commitiee of the Associated Gas Distributors

and the Society of Gas Operators.

Edward H. Morris, Jr.. Senior Vige President and Chief Financial Officer
Mr. Morris jeined PGW as Assistant Vice President of Finance in 1984, was named Vice President of
Finance in 1986, appointed Vice President and Chief Financial Officer in 1988 and Senior Vice President

and Chief Financial Officer in December, 1990. He has overall responsibility for PGW's Operating Budget -

and the admmistration and overview of the Accountng and Budget, Treasury, and Claims and Ipsurance
Departments, In addition, Mr. Moris directs the functions of Customer Activities through the Vice President
of Customer Activities. He is a member of the American Gas Association, Financial Executives Institate,
and Board of Trustess of the American Gas Foundation. Mr. Momis is also a member of the Board of
Directors of Independence Blue Cross and is Chairman of the Audit Committee. :
In October, 1991, as a result of the resignation of Joseph Watlington, Jr., Mr. James N. Wade became Chairman
of the Board of PFMC and Jacqueline F. Allen, Esq. was named Vice Chair. Other members include Elizabeth
H. Gemmill, Esq., Treasurer, Chris R Van de Velde, Secretary; Asa G. Muray and Kenneth A. Youngbloqd

appointed October, 1991 and Marsha Perzlman appointed May, 1992.

SERVICE AREA

Philadelphia Gas Works is the largest mimicipalty-owned gas utility in the nation. PGW purchases, sells, and
disuibutes natural and supplemental gas within the limits of the City of Philadelphia (see Figure 2). The Chty’s
borders emvelop a predominately urbanized area of 129 square miles in southeastern Pennsylvania along the

o
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Delaware River. Within these boundaries PGW maintains a distriburion system with approximately 6,000 miles
of gas mains and service pipes serving approximately 524,000 customers,

The Ciry is the largest incorporated area in the Delaware Valley region. The 1990 U.S. census, as reported by
the Delaware Valley Regiopal Planning Commission (DVRPC) in April, 1991, counted 1,585,577 inhabitants
the City, a decrease of 6.1% since 1980, and 5,182,705 in the region’s nine countes, an increase of 3.2%. The
region is comprised of Bucks, Chester, Delaware, Montgomery, and Philadelphia counties in Pennsylvania, and
Burlington, Camder, Gloucester, and Mercer counties in New Jersey. The five Pennsylvania counties in the
Tegion coniain 31% of the state’s toral population T

Fhiladelphia’s sconomic orientation bas been shifting steadily towards service-related activites, In 1990, sarvices
accounted for 308,343 jobs (36.1%), retail accounted for 117,017 jabs (13.7%) and mamufacturing accounted for
84,559 jobs (9.9%) in Philadeiphia County, The main service industries in the City of Philadelphia are msurance,
law, finance, health, 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-Boston corridor, and the
preseace of major research univérsities assures Philadelphia a continuing capacity to attract and retain a dynamic

private sector.

The Delaware Valiey Repiopal Planning Commission (DVRPC) is forecasting total employment gains of 1.2%
(years: 1990-2000), 5.3% {years: 2000-2010), and 4.5% (years: 2010-2020) for the Counfy of Philadelphia At
the same time the DVRPC is forecasting substantially higher employment gains for each of the countes
sumounding the City of Philadelphia. Overall, Philadelphia has been experiencing a continual trznd of jobs
transferring from the City to the Suburbs.

If the proposed near-to-total shindown of the Philadeiphia Naval Base occurs as announced, ten to twenty
thousand jobs (including support industries) could be lost in the Philadelphia area. The propesed closing of the
Naval Base would directly affect PGW since the Naval Base and its shipyard together are PGW’s largest
commercial/industrial customer. Indirectly PGW would also be impacted negatively through the job loss of
residents employed at the Naval Base or at retated service industries,

The revitalization of Philadelphia’s central neighborhoods has included the construction of new office buildings,
hotels, and the renovation of existing structeres. Many of the City’s older sections continue to be rejuvenarted
through the restoration of existing buildings for residential use.

A new Convention Center has just been completed in downtown Philadelphia, This Center should ativact many
visitors and businesses 1o the Philadelphia area. PGW has already secured the Center as a heating and air-
conditioning customer, thus the new Convention Center has become one of PGW's largest customers. The gas
1evennes generated from the Convention Center are expected to partially compensate for revenues lost due to the

Naval Base closing,

Ll



The impact of the City’s revitalization on PGW is not clear. While PGW will indisputably benefit from the
growth in commercial market and office space in the Ci: - the residential outlook is mixed. The retum of wrban
professionals and so-called "empty nesters” to the Citt  attracted by a shorter comminte and the advantages of
urban life, will be counter-balanced by continuing out-migration by other City residents and the concentration of
residential growth outside the City limits. '

Despite the last decade’s population decline in the City, PGW has maintained a relatively constant level of
residential customers during the last four fiscal years (see Table 1).

Table 2 shows the historical pattern of PGW’s sales. In figcal year 1993, PGW sold.’;63.0 gﬂhm cubic feet (Bef)
to firm customers. Fimm sales volnmes have varied due to changes in the number of heaﬁx{gﬂdegree days and the
number of firm customers. Total PGW interruptible sales have varied up and down between 10.2 Bef and 12.5
Bef gver the past frve years, with 1990 sales at 10.2 Bef and 1991 saies at 12.5 Bef,

SALES FORECAST

PGW'’s actual sales for fscal 1993 and anticipated sales for fiscal 1994-1998 are shown in Table 3. The 1994
sales forecast contains the budget figures for the fiscal year. The 1994 total sales and transponiation volumes are
forecast 10 increase 2.3 percent from 1993 weather adjusted actual total sales. The 1994 sales forecast is based
on 4,600 degree days which is 3% warmer than the previous year's actual degree days. The forecast excluding
Load Balancing Service (LBS) sales for 1994 - 1998 is based on an analysis of historical usage patiermns and also
wtilizes a normal (average) weather pattern containing 4,600 degree days. Factors considered in the forecast
include the historical growth or decline m number of customers, changes in rates of consumption by customers
in each rate classification, the exdsting and anticipated price advantage of natural gas over alternative fijels, 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 avatlability of gas for sale at a competitive price after the
demand for gas by all other classes of customers has been satisfied.

Total sales are forecast to increase by 1.2 Bef or 1.6 percent from fiscal years 1994 through 1998, an average
ammual growth rate of 0.4 percent. However the fiscal yvear ending 1996 represents a decline of 1.6 percent from
fiscal year 1995. This is due to the expected closure of the Philadelpbia Naval Base (PGW’s largest customer)
and associated industries. This appears as a decreass in large and extra large load balancing services (direct).
Excluding fiscal year 1996, sales show a real average ammual growth rate of 1.1 percent. New air conditioning
markets and additional steam System copversions are primarily responsible for this projected growth.

Annual firm sales for fiscal 1994 are forecasted at 63.0 Bef and, wnder normal weather conditions, are expected
to increase to 64.3 Bef by the end of the forecast period. Ovemll, the composite growth rate for firm sales is 0.5

percent per year.



Interruptible sales are expected to fall 1o 11.8 Bcf in fiscal 1998, representing a decline of 1.0 percent over the
forecast period. This fall is due to the closure of the Philadefpbia Naval Base and its associated industries.

Table 4 presents PGW's actual tota] customers for 1993 and a customer forecast. Between 1993 and 1994, the
total number-of customers is forecast to decrease by 417. The total number of customers is expected 1o decrease
by 1,398 or 0.3 percent over the forecast periad 1994-1998. The number of residential customers will decrease
by 0.9 percen: for 2 net decrease of 4,596 customers by 1998. Combined commercial and industrial customers
are expected to increase by 3,090 customers, or 12.0 percent. Interruptible customers will increase by 105 or 23.9
percent. The total numbers of PHA and municipal accownts are projected to be flat throughout 1994 to 1998,

This forecast imcludes load growth resulting from new construction, rehabilitation atd conversion over the forecast
period. Table 5 restates the forecast to illustrate that it envisions a modest decline in market share relative 1o the
City's declinmg population. In 1993 residential gas customers accounted for 81.63 percemt of the City's

households; it is expected that they will account for 81.46 percent by 1398,

Table 6 illustrates a sensitivity analysis estimating total residential sajes under the assumprion that PGW's
forecasted percent of population served in fiscal 1993 (i.e. market share} remains constant through the forecast
period. At that level, residential sales over the five-year forecast period would be 0.4 Bef higher than PGW's

forecast.

PGW'’s forecast of sales to its firm commercial and industrial markets projects an increase from 10.7 Bef to 11.4
Bef from 1994 to 1998. Included i PGW's forecast is the sale of natural gas 10 commercial customers presently
pwrchasing steam from the Philadelphia center city steam loop. PGW's marketing department estimates that a
sipnificant amount of the steam loop's original load will be converted 10 gas by 1998 (see Figure 3). This will
‘r.cprescm an annual sales volume of 2.5 Bef by the end of the forecast period. PGW is able to demonstrate a
savings to many of these customers relative to the current cost of steam through the use of natoral gas. The steam
loop has already lost 29.5% of its customers since 1980 and PGW is aggressively competing for futare
conversions. For fiscal 1994 the number of steam Joop conversions is expected to total naw load representing

35.0 MMcf. *

In gemeral, it is owr opinjon that PGW's sales forecast is a reasonable projection of sales in light of existing

-economic conditions within its service territory.



FACILITIES

PRODUCTION FACILITIES

The principal PGW peaking of supplemental facilities inciude cight City Gate stations and two major gas
production piants, Richmond and Passyunk. Located at the plants are two liguefied natural gas (LNG) facilities,
a gas control center, a de-activated propane/air plant, and two gas holders,

a)

b)

<)

City Gate Stations

Natural gas is received through eight city gate stations from two pipeline transmission companies - Texas
Eastern Transmission Corporation (TETCO) and Transcontinental Gas Pipe Line Corporation (TRANSCO).
The facilities at each of the city gate stations perform two basic functions - to meter the flow of gas and
to control the pressure delivered to PGW’s diswribution system.

.

Gas Control Center ..

The gas control dispatchers, located at the Richmond Plant, monitor and contrul gas flow and pressure
from the eight city gate stations to the high pressure distribution system. The gas control dispatchers also
provide direction to the production plant operalors concerming startap, shutdown and gas flow output from
the supplémental facilities. Operations are facilitated throngh the nse-of a computer system which inchades

a backup unit and an awxiliary power supply

Liguefied Natural Gas Facilities

There are two LNG facilities - one at the Passyunk Plant and one at the Richmond Plant.

The LNG storage and vaporization facility at the Pasgyunk FPlant receives its liquefied gas supply from the
Richmond Plant via aryogenic trailer trucks. The Passyunk LNG facility consists of one LNG storage tank
of 3,066,000 galions (i.e., the equivalent of 253,300 Mcf of natural gas) and three L.NG vaporizers, each

having a capacity of 45,000 Mcf per day.

The Richmond LNG plant is the largest facility in the U.S. for liquefaction in addition to storage and
vapoerization. During the non-heating season, PGW uses the Richmond LNG Plant to liquefy and store
natural gas from the pipeline. The plant has the capacity to liquefy and store approximately 23,500 Mcf
per day and the two storage tanks have a combined capacity of 48,970,000 gallons of LNG (4,045,800
Mcf). Regasification of the liquid is accomplished with six vaporizers having a total outpnt of 480,000

Mef per day.
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d) Propane/Air Facilitieg

The Passyunk propane/air plant has the air compression and propane vaparization capacity to produce
60,000 Dth 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 is idle since its use is not anticipated in
the current gas supply forecast before 1998, and then only In design weather conditions.

e} Gas Holder Starage Facilities

Both Richmond and Passyunk plants each have a Jow pressure gas holder. These holders have operating
capacities of 1,000 Mcf and 6,000 Mcf for Richmond and Pa.ssylmk plants, respectively. The holders were
installed in the manufactured gas era and are in good working order. Holders are used for keeping daily
pipeline purchases within contract limitations and for hourly peak shaving requirements. '

DISTRIBUTION FACILITIES

The principal gas distribution facilities consist of approximately 3,021 miles of main, 507,319 services, 205
regulator siations, 525,963 actve meters, miscellaneous valves, instruments and other -appurtenances. There are
five different operating pressure systems, cach 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 .25 psig). The
majority of customers are served from the low pressure sysiem.

Approximately 61 percent of the gas mains are cast iron pipe, 33 percent steel pipe, 5 percent ductile iron pipe
and 1 percent aré plastic pipe. Approximately 62 percent of the services are steel and 38 percent plastic. The
part of the steel system subject to corrosion is cathodically protected.

OTHER FACILITIES

PGW has its executive and opt:raﬁné offices located at 800 W, Montgomery which is a relatively new 150,000
square foot office building. The former general office building houses distribution and customer service dispatch
centers, gperating stations, and warehousing, as well as management information systems, a meter repair shop,
and a metal fabrication shop. Additional facilities include eight district offices and four operating stations for
customer service and dismibution crews. In addition, there are a warchousing -facility and an amcmotive
maintenance and repair facility. The automotive maintenance and repair facility is responsible for the upkeep of
PGW’s fleet of over 1,000 vehicles and equipment. PGW also maintains minor automotive repair facilities at

three of its operating stations.
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CONDITION OF FACILITIES

In November, 1993 Stone & Webster conducted site inspections of cerain PGW facilities as deemed appropriate,
In the course of these inspections the following facilities were visited;

® 800 W. Montgomery
- General Offices
- Network Analysis Work Stations

-@ 1800 N. 9th Street (former general office building) u
- Meter Repair Shop
- Meter Warehouse
- Distribution and Customer Service Dispatch Centers
- Distribution and Customer Service Work Stations

B 1849 North 9th Street
- Vehicle Maintenance Facilities
- Vihicle Refueling Station
- General Offices

2 Homting Park
©. ‘Warehounse

B 5138 Belfield (Customer Service and Distribution Satellite Operations Center}

- Customer Service Building
- Distribution Facilities
- Yard Area and Fence

a Passmunk Plant
- Boiler & Water Treatment Facilities
- LNG Facilities
- Propane/Air Facilities (idle)
- Gas Holder Facilities

8  Rjchmond Plant
- LNG Plant
- Gas Contro] Center
. Gas Holder

12



Citv Gate Stations

Richmord (TRANSCO)
Ashmead (TRANSCO)
034 (Texas Eastern)

Large Volume Meters

-

Temple University (1001 W. Montgomery)

N -

-

Odor of Gas Report - A PGW crew responded to am odor of gas report at 240 Christian
Street The crew vestigated and confirmed the presence of gas. The suspected leak location
was cxcavated where a 1% " steel collar on a 6" main was found leaking. A welder was

called-in to make the repair.

Leak On Main - PGW located a leak on a 20" high pressure cast iron main at the comer of
Passywok and Queen Streets. The leak originated at a Dresser Coupling. Having excavated
and ventilated the site, the crew was preparing to make a temporary repair to reduce the
quantity of leaking gas. Once the leaking gas was reduced, the pipe surface around the
coupling would be cleaned to allow the instaliation of a full encirclement repair sleeve,

Cast Iron Main Replacement - City plans called for the installation of new sewer and water
lines adjacent to a cast ron main in Weike] Street, north of Clearfield. PGW had replaced the
cast iTon main with a 6" plastic main A PGW crew was transfearing service lines from the
cast iron main to the plastic main

New Service Line Installation - A PGW crew was preparing to mstall a new service line to
the Police Athletic League at Belgrade and Clearfield due to increased load. The crow had
completed the excavation and 2 2" Thread-O-Let was welded onto the 6" stee] main

Live Tie-in - A PGW crew was preparing to make a hot tap into a 20" cast iron main at the
corner of Allegheny and Thompson. The 20" x 8" sleeve was being pressure tested prior to
tapping to insure its imegrity. The hot-tap would tie-in a contractor installed 8" steel main and
service line which would serve the James Anderson Asphalt Campany.

In addition to the site inspections, Stone & Webster imterviewed the Semior Vice President and acting Chief
Opecrating Officer, Senior Vice President and Chief Financia] Officer, the Senior Vice President and General
Counsel, Vice Presidents of Operations, Marketing, Customer Activities, Administration, Internal Auditing,
Techaical Services, Rates and Federal Regulatory Affairs, Public Affairs, and Governmiemt and Community
Relations, 2nd the managers and superintendents of Distribution, Customer Sexrvice, and Gas Supply Departnents.
On this or on previous inspections we have reviewed construction, maintenance and operating practices, System
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design criteria, inventory levels, material and construction standards, safety, regulatory compliance and maps and
records.

PGW maintains maps and other records of the digribwtion system in good order, and has comprehensive written
copstruction, 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 1.eak Records) into .compmcr databases, thus facilitating and improving the accuracy of accassmg
information. PGW’s highest operating priofity is response to emergencics and the maintenance of a safe gas
distrbution system. Reasonable sectmity measures are provided at the major facilities visited such as the two
production facilities, the city gate stations and the headquarters building. é' T

Based on the inspections and interviews conducted, it is our opinicn that PGW operatés and maintains its system
prudently and in accordance with current regulatory standards and generally accepted industy practices.

ENVIRONMENTAL

The influence of recent and increasing state and federal attention to and regulation of corporate actions affecting
the environment is affecting PGW operations. PGW is increasingly involved in dealing with such matters. Four
such situations involving PGW are:

& Passymumk Plant Undergroond Contamination - PGW recently entered into a setilement agresment with
Son Co., Inc, (Sun) involving clean-up of materials released on Sum’s property that migrated to the
adjacent PGW Passyunk plant. Smn agreed to reimburse PGW $1,7 million for past cleanup efforts
and PGW and Sun have agreed to share equally further cleanup costs.

8 Passyunk Plant Waste Disposal - PGW had made arrangements with Sea Land Inc. (Sea Land) of
Mt Pleasant, Delaware 10 haul and dispose of oil gas tar from the Passywk plant 'Disposal was in
a pit at Mit. Pleasant which was managed by Sea Land. After less than a year of up:::azion Sea Lang
declared bankruptcy. The Environmental Protection Agency arranged for emergency clean-up of the
dump site and is attempting 1o invoive PGW as well as other firms in paying for this and a final
clean-up. Sea Land’s records show that PGW shipped material 1o the dwmp, but do not record the
amounts involved. PGW feels that even thongh they are designated as a potentially responsible party
(PRP), they will not be required to contribute to clean-up costs. .

®  Former Manufactured Gas and Gas Holder Site Surface Contarnination - PGW.and its many
predecessor companies manyfactured gas at seven sites and stored them at seventeen other gas holder
sites. PGW did an assessment of these twenty-four sites early this year and concluded that they pose
N0 imminent risk to either the environment or human health, and reported that there is no evidence
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of surface contamination at any of these sites. PGW plans to monitor the situation at frve-year
intervals and will perform a comparable assessment of them at each five-year interval.

m  Passyunk and Richmond Plant Air Quality - Under the Federal Clean Air Act Amendments of 1990
(CAA) gas compressors at PGW's liquefied natural gas plant will require major changes in
combustion conirols 1o avoid exposure to severe pemalties for non-attainment. To date the
Pennsylvania Department of Environmental Resources (DER) bas not set emission standards which
are necessary for design of the controls. PGW is proceeding with control engineering in FY 1994,
bt must, along with owners of about 400 other compressers in Pcnnsylvama, have final emission
requirements specified to complete design and then attempt to order and install the controls prior to
the May, 1995 mandated compliance date. PGW's actions are consistent with compliance
requirements; however, wnless the Pennsylvania DER issues emission standards in a timely manner,
PGW and the other Pennsylvania compressor owners will not be able to comply. PGW has budgeted
amounts believed necessary to comply.

These and other environmentally related issues affect PGW's plaming process and are being handled throngh
normal company proccdm’eé.
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GAS SUPPLY

SUPPLY SERVICES

PGW is directly comnected 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 companics deliver virtually all of PGW’s supplies over the forecast period. The
pipeline comtracts provide for the transportation of gas purchased by PGW. In crde:r to utilize these contracts in
au economic manmer, PGW has contracted for a variety of storage services and owns and operates two LNG
plants which also serve a storage role. These storage gas options permit the matching of supplies to winter-period

peak demands,

Starting this winter the U.S. patural gas industry will begin operating differentty than it bas in the past. Due to
the Federal Energy Regulatory Commission Order 636, all gas services will be sold unbundled. As a resnit PGW
will no Jonger purchase its supplies from either of the pipelines directly. Instead PGW will purchase supplies
from other firms and use the pipeh‘n'es only to transport them

For the past several years PGW has prepared fiself for the new era of mnbundled services. In 1989 PGW begam
converting its gas entitlements on the TRANSCO pipeline from sales service to firm tansportation service. The
following year PGW signed new supply agreements with TETCO permitting partial transportation for the first
" tme. As a result, PGW is well positioned to make the transition to the post 636 marketplace:

As shown in Table 7, PGW has two existing transportation comtracts on the TRANSCO system and on the
TETCOQ system for flowing gas. These firm transportation zgreements are used 1o move gas to the Philadelphia
city gates either directiy from producers or from storage facilitiss. The FT, FT-1 and CDS contracts are for 365
days per year, whereas the smaller PSFT conttact is a winter peaking service gvailable for 90 days per year.

On the TETCO system, PGW employs five storage contracts ($5-14, §8-1B, CNG-GSS-TE, ANR and Equitrans).
The 58-1A, and S5-1B storage services are directly comnected to TETCO, ANR, Equitrans and CNG-GSS-TE
are off-system storage faciliies. PGW has adequate transportation contracts in place to deliver gas withdrawn
from these fadilities to PGW. PGW’s total daily deliverability from these storages is 117,813 DTh

On the TRANSCO system, PGW has four storage contracts (GS8S, S-2, WSS, and LGA), with a total daily
deliverability from storage of 106,006 DTh The LGA contract (10,495 DKT) is still leased 1o an owmside

cormpany.

PGW also owns supplemental LNG and propane/air facilities to mest 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
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large facilities and one satellite tank within the City. Propane/air (LPG) can be produced from: PGW’s Passyunk
plant.

Figure 4 pictorially depicts the peak day gas supply delivery sources available to PGW,

SUPPLY/DEMAND BALANCE

Table 8 restates PGW’s forecast of supply and demand under normal weather conditions (4 600 HDD) for fiscal
years 1994-1998. Over this period it is expected that daily pipeline deliveries (including slorage deliveries) will
account for about 97% of PGW’s requirements, with the balance suppiied from LNG.

Table 9 restates PGW's forecast of supply and demand under design weather (3,280 degree days) conditions for
fiscal years 1994 - 1998  Daily pipeline deliveries through Texas Eastern and Transco fom gas
producers/marketers account for approximately 78 10 80 percent of total demand; and storage gas accounts for
‘approximately 16 to 18 percent of demand throughout the forecast period. Remaining demand is met with LNG,

with LPG required in 1998. -~

As shown in Table 7, the pipeline wansportation contracts provide PGW with up to 109.7 million Dth annually.
To the extent practicable and most prudent, PGW intends to maintam flexibility on both pipelines by contracting
future gas supplies from both marketers and producers. A number of supplies are being selected under varying
term contracts now for the TRANSCO and TETCO system

Table 10 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 temperatare of
zero degrees Fahrenheit (F) (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 et throughout the
forecast period by pipeline deliveries and the use of PGW’s LNG capacity, Figures 5 A and B compare peak day
and peak hour demand to PGW's maximumm sendout capability for each of the forecast years. Figure 5B shows
a small sendout safety factor cxists for peak hour demand.

The maximum daily sendom during the winter of 198%-1990 was 649.0 MMcf (671 MDth) on December 22,
1989. The average daily temperanmre on that date was 12 degrees Fahrenheit. Demand was satisfied with 453.7
MMcf (469.0 MDth) of pipeline gas, and 195.3 MMcf (202.0 MDth) of LNG. No propane was available due
to widespread curtallments throughout the U.S. Two days later, on December 24, PGW faced an unplanned
pipeline curtaliment. Even though demand was lower than on the peak day, amounting to 567.3 MMcf (5§7
MDth), dispaiching was more difficult. Only 345.9 MMcf (358 MDth) of pipeline gas was available and propane
was still unobtzinable. PGW met the difference of 221.4 MMcf (229 MDth) entirely from its LNG supplies.
During the last winter {1992-1993) the peak sendowt occurred on March 14, 1993 when an average temperature
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of 20°F was recorded. Sendout totaled 591.4 MMcf and was derived 67% from pipeline gas, and 33% from LNG.

No LPG was used.
In surnmary, based upon our review of PGW’s gas supply acquisidon policies, proposed budget, and the analyses
described herein, it is our opinion that transportation, storage and supplies of natural gas under contract, along

with LPG, and LNG normally available to PGW, are adequate to meet PGW’s forecast of peak howr, peak day
and peak year demand through the 1998 fiscal year.

w4,
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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 assuntptions as well as certain agreed upon economic parameters to prepare the
capital Tequirement estimates that form the basis for departmental budgets. These budget requircments and
forecasts are based on meeting PGW's design hour and design day forecasts that are prepared by the Energy
Planning and Forecasting 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 and a minus five degrees fahrenheit design hour.

All capital projects and requests are assigned a priority: the highest prierity (poority 1) is reserved for
expenditures reguired to maintain the integrity (safety and reliability) of PGW’s system, the next prierity (2)
indicates expenditures required to improve system efficiency/productivity, and the last priority (3} is used for other
expenditares which may be of a more discretionary panme. In addition to being assigned priorities, capital
projects are also classified according to the following categories of needs:

‘®  Prudemt Replaccment - replacement of existing facilities that are nearing the end of their nseful life.

®  Economic Replacement - replacement of existing facilities with alternatives that are more cost
effective,

@8 Load Growth - provision of facilides necessary to supply customers having additional load
requirements,

‘R Improved Efficiency - reduction of funure operating costs.
B Enforced Relocation - mandated by City, State or other outside construction activities,
®  Other - any other projects thar do not fit into the previously defined categories.

PGW's 1994 Capital Budget and 1995-1999 forecasts incorporate several changes 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 definite life span and adjustments approved by S1. Vice
President and Chief Financial Officer,
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B Muld-year capital projects are divided into phases and subminted for the budget years when funds will
be required.

B Approved projects not adequately progressing are reviewed as to whether they are still necessary,

B Capital project priorides and needs are presented within a matrix format which highlights the
relationship between priorities and project needs.

Proposed capital expenditures for both the fiscal 1994 capital budget and the five-year capital forecast (fiscal 1995
through fiscal 1999) total $379.8 million on a net basis (after reimbursements, contributions, and salvage). The
Capital Improvement Program for fiscal year 1994 - 1998 are summarized in Table 11A and shown graphically
in Figures 6 and 7. The expenditures against these authorizations are summarized in Exhibit IV.

The fiscal 1994 capital budget totals $61.0 million (net basis) with distribution system expendinmre totals for the
six-year forecast accounting for 64.0 percent, gas supply for 8.0 percent, customer service 17.2 percent,
transponation 5.8 percent, and other expenditures 5.0 percent. This budget is $10.8 million (21.4%) more than
last year's original budget filing- (fiscal 1993). The fiscal 1994 gross budget of $63.5 million is comprised of
$49.5 million (78.0%) of replacements and $14.0 million (22.0%) of additions.

Broken out by priority, 75.4% of the proposed fiscal 1994 gross capital budget is categorized as prierity 1,
(essential for safe and reliable service), 22.5% as priority 2 (will reduce future operating costs) and 2.0% priority
3 (discretionary). Broken out by needs categories, the fiscal 1994 gross budget is allocated primarily to prudent
replacements ($29.8 million or 46.9%), other ($8.6 million or 13.5%), and load growth ($8.5 million or 13.4%).
The remaining $16.6 million (26.2%) is either for ecomomic replacement, improved efficiency, or emforced

relocation needs.

Table 11B lists the sixteen largest items in the fiscal 1994 capital budget. These are all of the items budgeted
at over one million dollars each. Together these sixteen major projects account for $51.6 million or 81.3% of
the total gross budget. These same sixieen project categories (twelve of which are annual ref:m‘ring items) also
accounted for $42.6 million of last year's budget. This indicates that in general both the largest projects and the
majority of PGW’s budget are accounted for by znnuaily recurring activities.

GAS SUPPLY PLANT

Proposed investments for addiions and replacements to PGW's gas supply plamt total $5.3 million for the budget
period. The 1994 Gas Supply Budgert is 29.1% more than the budget filed in 1993. The primary reason for the
increase (1994 versus 1993) is the inclusion of emission reducing equipment for LNG liquefaction compressors
(Phase I) at the Richmond Plant This item is expected 10 be required by the Clean Air Act of 1990 which
mandates installaton of such equipniem by May 1995. At this ime, the State of Pennsylvania has not issued its
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final requirements and therefore, this estimats is based on the most likely scenario. This is a two-part project with
Phase 1 scheduled in F.Y. 1995 at a cost of $2,790,000. Project scope will be revised and more definitive
estimates will be prepared to minimize overall cost as much as possible, once the State issues its final regulations.

The expenditure breakdown in the 1994 pas supply budget is §181,000 for Natural Gas Measwrement and Control
Facilides, $4.195 million for Supplemental Gas Facilities, and $546,000 for Building and Grounds, The largest
individual expendinmes are $1.8 million for exhaust emission reducing equipment for the LNG liquefaction
compressors (Phase I} and $1.0 million for replacement of the LNG steam supply system (Phase I} at the

Passyunk Plant. o

DISTRIBUTION PLANT

The proposed expenditures for capital improvements tw PGW’s distribution system in the fiscal 1994 budget
period total $44.2 million before credits of $2.1 million for salvage and reimbursement to yield a net total of
$42.1 million. Main and service replacements amounting to $37.9 million ard additions of $6.2 million account
for 85.9 percent and 14.1 pefcent respectively of the.total gross capital expenditures.

n  The City intends to upgrade significantly the appearance of South Broad Street; Chestnut to Ellsworth
Street, including the footways where 9400 feet of old stesl and cast iron main are located. This
replacement is budgeted at $1.4 million and is to be done in conjunction with the city work and
should reduce fiture maintenance cost.

®  The Roosevelt and Byberry regulator stadon, installed in the 1960°s, is obsolete and does not meet
curent code requirements. The FY 1994 budget includes $750,000 for replacement of the station.

®  For Fiscal 1994 PGW has budgeted $2.3 million for the abandonment of an additional 2,500 services
to vacant properties where accounts have been inactive for at least two years. This reduces potential
probiems and mamtenance/inspection requirements,

W PGW has budgeted $1.7 million in additional fimds for enforced relocations primarily due to higher
recent projections by the City on water, sewer and street work that will impact on PGW facdilities.
These projections were derived from the 1993-1998 City Capital Program and the Deparmment of
Streets proposed FY 1994 Capital Budget.

The largest capital expenditires for the distribution system are scheduled for the replacement of small diameter
{1.25 inches or less) services which account for $14.} million of the FY 1994 proposed capital budget, These
expendinmes are scheduled for the renewal of services based on customer complaints, leak surveys, and city and

state work
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Prudent main replacements for intermediate and low pressure mains of small diameter (8 inches or less) amount
10 $7.3 million of the FY 1994 budget. Main replacements due to anticipated city and state construction actvities
invotve $6.4 million of propased expenditures for the FY 1994 budget.

CUSTOMER SERVICE

PGW’s planned cnstomer service related investments total $6.7 million net in the FY 1994 budget after
consideration of $0.1 million for contributions and salvage. Meter replacements, additions and installations
account for $4.5 million with most of the remaining budget amoumts allocated to éutomated Meter Reading.

MR

TRANSPORTATION

Capital expenditires budgeted for transportation by PGW total $3.9 million less $0.2 million expected for vehicle
and equipment satvage during the 1994 budget year. Vehicle replacements/additions will accoumt for 65.3 percent
of the total; mobile equipment-replacements 16.7 percent, CNG conversions 4.1 percent and the remaining 9.9
percent of the expenditures is planned for miscellaneous equipment.

OTHER DEPARTMENTS

The balance of PGW's budgeted and forecasted capital expenditures amount to $3.2 million over the three year
period from FY 1994 to FY 1996 including $1.88 millior proposed for fiscal 1994, The departmental
expendityres are $2.03 ‘million for building services, $0.48 million for information systems, $0.50 million for
customer activities, $0.12 million for materials management and $0.11 million for Technical Services. Building
services expenditures include fimding for frniture, office machines and equipment, tools and machinery, paving
and structural repairs to PGW buildings and parking lots, a patral gas driven electrical generator, and
replacement of an electric chiller with a gas fired chiller. The largest customer activities budyet item is $248,000
for micro-processor bardware over the next two years. The largest information systems c;cpendimre involves
£200,000 for printing equipment cver the next two years.

RECENT DEVELOFMENTS

Based on discussions with PGW’'s management and our review and evaluation of PGW’s proposed fiscal 1994
capital budget and forecast capital expenditures for fiscal 1995 through 1999, It is our opinion that the budget
is consistent with PGW's corporate objectives and is appropriate for maintaining a safe natoral gas distribution
system for Philadelphia. PGW’s objectives for the proposed capital budget are 10 provide and maintain the
necessary facilities to ensure PGW has the capability to deliver safe, reliable service that is cost effective for
existing and future customers.
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FINANCIAL CONSIDERATIONS

REGULATORY ENVIRONMENT

The Philadelphia Home Rule Charter contains provisions for the sstablishment of the Philadelphia Gas
Commission (Commission) to regulate the acdvites of PGW. Under the Management Agreement the
Commission’s powers and duties include: establishing PGW’s rates and rclatedr‘:éhzrggf,, approval of certain
management personnel selections by PFMC, approval of operating budgers, 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 procursment 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 designess. The current Commission took office Angust 21, 1992,
Municipal ownership of PGW means that all rate regulgtion awhority is held by the Commission and not by the
Pennsylvania Public Utdlity Commission

Requests for mate and tariff changes are initiated by PGW based on amicipated revemies, 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. was first appointed in 1988 to be the Public Advocate
in rate hearings to represent residential customers. Also, the Commission has recenily hired a hearing examiner,
The Commission issues orders based on its findings from the evidence and information available. Subsequent
to the issuance of orders, an appeals process is available that includes a petition for reconsideration and.rights
of appeal through the cowrts. The Commission, through its regulatory review and orders, seeks to obtain a
balance between the concerns of PGW, the City and the customers with an increasing emphasis on needs of the
low-income customer. PGW makes a considerable effort to work with the Commission to keep them informed
on all important matters that affect the company. '

In addition to its base rates, PGW has a gas cost recovery (GCR) adjustment designed to permit the company to
adjust its charge to firm customers, or a quarterly basis, to recover its actual cost of purchased gas. 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 poshive or
negative, together with the cost of gas included in the base rates, are matched against actual costs for the year.
Any diffevrences are then charged or credited to purchased gas costs in the next annual forecast period.

Over the past four years PGW has filed two base rate increase requests:

@ In Jume, 1990 PGW propased 2 base rate increase intended 1o generate $31 million in addidonal net
revenues. The rate increase application was filed on June 29, 1990. On February 5, 1991 the
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Commission issued its Order which authorized an adjustment 1o the structure of the GCR to increase
base non-fuel Tevenues by approximately $16 million a year. This was effectuated by decreasing the
cost of gas in the base rates and keeping the base rates unchanged. The Commission alse granted
ar, $8 million suppiemental increase on May 22, 1991, to offset low revenues due to the mild winter
of 1990/1991. At this time the Commission ordered the cost of gas to be reduced firther, but again
kept the base rates unchanged.

o In July, 1991, PGW submitted a rate increase of $31 million for fiscal year 1992, This request was
reduced 1o $28 miilion with the proposed GCR decrease filed August 1 1991. On December 19,
1991, the Commission issued an Order approving a $15 million; increase “effective September 1, 1991,
Certain aspects of this rate decision have been appealed by the Public Advocate and cross appealed
by PGW and PFMC 10 the Court of Common Pleas of Philadelphia. The order issued by the Court
of Common Pleas of Philadelphia County on October 16, 1992, rejected the issues raised by the
Public Advocate, accepted certain expense adjusiment changes proposed by PGW and remandeq
certain items back to the PGC for adjndication, The Public Advocate has appealed the decision to

the Commonwealth Court of Pennsylvania.

——

The Commission performs an annual review of the GCR procedire. These reviews, which may be technically
comprehensive, can include an investigation into fue] planning and gas purchasing practices of the company. The
Commission has concluded in the past that PGW's gas procurement has fulfilled applicable regulatory
Tequirements by utilizing leastcost gas supplies while maintaining overall system reliability.

PGW expects to apply for a rate increase in the Spring of 1994, 1o take effect in fiscal years 1994/95. Although
it is not possible to anticipate how PGW will fare in futwme rate applications, recent events of note include:

W the fact that the Commission has acted favorably with respect to its recent reviews of the company’s
GCR and operating budget, and

@  financial problems in the City have improved somewhat in the last year,

In light of these circumstances the regulatory outlook is seen to be mors positve,

ENERGY ASSISTANCE PROGRAMS

High accounts receivabie balances and a iarge number of delinquent accounts have occurred at PGW for a number
of years, In response PGW has taken a proactive position in assisting customers in meeting energy costs. The
company works closely with community and legislative groups at the city, state and federal levels to increase
fundimg for energy assistance programs. As a result of its activities these financial assistance programs provided
a total of $13.3 million and $13.6 million in aid.for the fiscal years 1992 and 1993 respectively.
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The Federally-funded Low Income Home Energy Assistance Program (LIHEAP) provides payments to households
in order 1o help ensure continued utility service. This year the program is expected 10 have zm income eligibility
at or below 135 percent of the federal poverty level. Philadelphia’s gas consumers make application through
PGW’s cight neigbborhood offices, Department of Public Welfare and many community sites with the fimds
going directly to PGW for crediting to the customer’s account. For the last fiscal year the gramt program ran from
November 30, 1992 through January 22, 1993. There were 47,280 PGW customers who received $8.1 million
of LIHEAP funds for an average of $171 per customer. In fiscal year 1993, PGW customers also reccived
assistance from the LIHEAP Crisis program with 18,351 customers receiving $5.4 million for an average of $294.
In fiscal year 1993, the Crisis program ran from November 30, 1992, through April: 2, 1993, In fiscal year 1992,
both the cash and Crisis portions of LIHEAP ran from November 15, 1991 through Apriih, 1992. For the cash
portion of the grant program, there were 47,125 PGW customers who received $8.7 million of LIHEAP funds
for an average of $184 per customer. For the Crisis program there were 14,242 customers who received $4.1
million for an average of $288. It is imporant to note the dramatic reduction in the length of the grant program
year from fiscal year 1992 10 1993 due to federal funding levels. The 1992 season contained 20 weeks for both
programs compared with cight weeks for the LIHEAP program and 18 weeks for the Crisis program in 1993.

A "five-and-two" budget repé’y’mcnt‘ program was established to assist customers in paying current bills and
eliminating past arrears. Five percent of the balance is required as a down payment with two percent per month
paid on arrearages, in addition to full payment of cmrent bills on an equal monthly budget plan. In retum, PGW
will forgive up to 50 percent of the amrearages on a schedule which provides for a graduated forgiveness based
on percent of the arrears paid. As of August 1992, there were 45,186 delinquent customers who had a "five-and-
two" percent repayment agreement, of which 22,897 were active with 2 total receivable balance of $18.7 million.
Through August 1993, there were 54,736 delinquent customers who had a "five-and-two™ percent repayment
agreement of which 18,931 were active with a total receivable balance of $15.9 million This program is subject
to an income eligibility criterion at or below 150 percent of the Federal income poverty level. Beginning in early
February 1994 this program will no longer be available to new participants.

PGW has established a Vendor Payment Program for a group of customers known as Scattered Site Tenants of
the Philadeiphia Housing Awthority (PHA). These cusiomers occupy dwellings, usually single family homes,
owned by the PHA and whose rental is subsidized by the Federal government. Under an agreement with the PHA
and the Scattered Site Tenants, the Federal government’s Department of Housing and Urban Development
provides a utlity allowance 10 PHA, on behalf of the tenant, which is then assigned to PGW. About 41 percent
of the 4,800 Scattered Site Tenants are currently participating in the Vendor Payment Program.

PGW is also participating 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, Philadelphia Electric Company 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 1ogether with their own payment, 2 grant from UESF, and a maiching
contribution from the utlity involved, wili enable the customers to zero-out any arrearages they may have. The
maximum allowance that 2 customer may receive is $500; $250 from UESF and a matching grant of $250 from
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the wility. In fiscal year 1992, approximately 2,650 PGW customers received $525,000 under this program. In
fiscal year 1993, approximately 3,200 PGW customers received $653,000.

In February 1989 PGW implemented a program called "Dollar Plus” wherein PGW’s customers were asked to
add $1.00 or more to their gas bill payments as a dopation 10 the Utility Emergency Services Fund. For fiscal
1992 thers were 84,304 Doliar Plus paymenis with contributions totaling $86,016.88, an average donation of
$1.02. For fiscal 1993 there were 53,251 Dollar Plus payments with contributions totaling $61,706, an average

donaticn of $1.16.

For customers whose income is above the poverty level, PGW bas a 20 Percent Dowﬁ-, Pam:m Plan. Under this
plan the customer pays a 20 percent down payment on any arrearages and the balance is '];nd over 3 period as
long as 24 months. In addition, consumption is budgeted for the next year and payment is made in equal monthly
mstaliments. As of August 1992, there were 93,468 delinquent customers participating in the 20 percent
Tepayment agreement, 36,422 of which were active with a total recefvable batance of $16.1 million Through
August 1993, thers were 91,566 delinquent customers participating in the 20 percent repayment agreement, 26,964
of which were active with a total receivable balance of $13.2 million,

In March 1990, PGW reached a negotiated setttement with the Public Advocate regarding proposed changes to
the existing customer service regulations which mcluded a two-year pilot program to keep customers on line by
having them pay at least a portion of the amount due as long as it covers some portion of the costs. Known as
the Energy Assurance Plan (EAP) the customers in the program must be at or below the 150 percent poverty level
and are asked to pay a percentage of income (5, 7 or § percent depending on income level) plus $4 per month
toward any arrears up to a set maximum amount. After a three month history of payment compliance is
cstablished, a proportional amount of the arrsarages will be written off monthly, In additdon, the difference
between cument usage and the percentage of payment amount is shown as a discount. By the end of fiscal year
1993, approximately 15,900 customers had enrolled in the Energy Assurance Program. Since the beginning of
the EAP program approximately 8,700 customers were dismissed le:m.ng approximately 7 200 customers on the
program at the close of the 1993 fiscal year.

The Philadeiphia Gas Commission has approved a Customer Responsibility Program (CRF) - a low income
payment plan - designed to increase cash flow to PGW and decrease accounts receivable, the refated appropriation
for uncollectible reserve and the accumnlated provision for uncollectible accounts. Begmning in early February,
1994, the Energy Assurance Program is scheduled to be phased-out and will be replaced with a new Customer
Responsibility Program (CRP). Existing EAP participants will automatically be mansferred to the new program.
The CRP will be open 10 any customer who is at or below 150% of the poverty level Participants will be asked
to pay the greater of $30 or 7.35% of their income towards their gas bills, and will have to apply for the Crisis
Grant program and assign that grant to PGW. For CRP participants who have excess cdnsr.imption (defined as
consumption in excess of 90% of average consumption for their type of honseholfi) there will be a payment cap
of 12% of the customer’s household income, New customers will be asked to pay 5% of their arrearage as a
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down payment. The forecast contained in this report does not refiect the implementation of this program  PGW
is in the process of quantifying the financial impact of CRP at this time.

PGW has also been active in promoting its Conservation Works Program (CWF) which was the weatherization
energy conservation segment of EAP. As a result of this program, as of the end of fiscal year 1992, 1,871
persons aftended conservadon workshops, and approximately 1,650 propertes received weatherization treatment
which has resnlted in savings in gas usage of approximately 15 percent. With the EAP recently closed to new
participants, CWP hag been promoting its conservation-programs through speaking engagements, romndtables and
direct mail. In 1994 the Conservation Warks Program will be involved with the fiew Customer Responsibility
Program which has a very stwong conservation commponent .

PGW offers a senior citizen discount program to customers age 65 or older. The discount is 20 percent of the
total gas bill. As of August 31, 1992 there were 102,919 customers taking advantage of the senior citizen
discount. This resulted in a discount of 314 47 million for fiscal vear 1992. At the end of the fiscal year 1993,
103,635 customers were enrolied in this program resulting in a discount of $15.93 miilion. There are no income

B

requirements for this program.
The compairy has many programs which it utilizes to inform the commumity about the energy assistance programs
that are available to them. It works with the Emergency Fuel Growp, which is a coalition of approximately 300
community organizations around the city and the region, to get word out about energy assistance programs. Its
other activities include monthly consumer roundtables, speakers bureau in different Philadelphia communities and
individual telephone calls. It also has a tremendous telephone outreach program. In fiscal year 1993, PGW
attempted 147,000 calls and reached 67,000 customers to inform them abowt available fuel grants. -Additionally,
approximately 18,457 field visits were made to customers’ properties where no phone mmpber existed. These
field visits alone resulted in over 6,235 grant applications being taken In November 1992, the company set up
a special LIHEAF Crisis Hotline and advertised in English and Spanish the number to call for each. The special
hottine resulted in 8,906 calls with over 5,000 customers leaving their names and addresses to regeive information
and/or to have an application mailed to them. .

Lastly, in November 1993, the Philadelphia Gas Commission approved changes in PGW's customer service
regulations designed to improve accounis receivables. The revised regulations, scheduled to take effect beginning
in February 1994 include: (1) reduction in the bill due date from 30 to 20 days from the date of transmitial; (2)
shortening of the collection cycle from 73 days to 58 days; (3) shortening of the winter moratoriom period; (4)
a customer limit of one payment agreement in 2 12 month period and a requirement to make up missed payments
in any payment agreement, and (5) permission for PGW to obtain proof of a customer’s Social Security number,

PGW is actively involved in other community programs including Career Exploration for Youth (CEY) a
mentorship program in the public and parochial schools, and the Project Philadeiphia Regional Minorities in
Energy (PRIME) program which highlights math and science opportunities 1o minority students, Commumiry
Clean-ups, Consumer Round Tables, and Volumteers for Literacy.
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PGW'’s active support, sponsorship and participation in programs such as these are anticipated to enhance its
image in the commmity and help to reduce the amownt of uncollectible accounts and thereby benefit all

ratepayers.

RATE SCHEDULES AND DEVELOPMENTS

In order to be responsive to its Management Agreement with the City to offer non-discriminatory rates based on
suitable and reasonable classifications as well as to meet the needs of its consumers and remain competitive with
alternate energy sources, PGW offers a range of rate schedules, _ -
The company’s tariffs can be categorized as either firm sales, interruptible sales, or transportation. Firm sales
service provides gas under rate schedules for which the company does not anticipate any intesTuptions.
Interruptible service is offered to large volume customers under contracts that permit service interraptions, usua]ly
on short notice during peak load conditions or when specified low temperatures are reached. During fiscal year
1993, 83.6 percent of PGW’s gas volumes were provided as firm service 1o residential, commercial and induostrial
customers, including municipal and housing authority cusiomers. Interruptibie sales accounted for 16.4 percemt
of total sales. Most firm custothers are served under the General Service (GS) rate which has a flat rate for all
consuroption and a separate monthly charge for cach customer growp. Mumicipal and Philadelphia Housing
Anthority sales are served under separate firm rate schedules (MS and PHA) and represented 4.6 percent.of
PGW'’s total sales for fiscal year 1993.

Interruptible sales customers are served under various rate schedules includimg GTS, Cogen, NGV, Load
Balancing Service (LBS) and Boiler and Power Plani Service (BPS). BPS is 3 flex rate which is set monthly in
relationship to the posted price of No. 2 (bome-heating) fuel oil. Customers on this rate are generally only
interrupted when temperatures reach 18 degrees Fahrenheit LBS is a flex rate which is set monthly in reference
1o the posted price of No. 6 (industrial) fuel oil. LBS is divided into 3 schedules for small, large, and extra-large
customers, LBS customers have the lowest priority of service. )

The company also offers a Gas Transportation Service (GTS) rate. It provides for transportation of costomer-
owned gas ymder flexible rates with a cap equal to the argin of the customer’s equivalent sales rate. The GTS
rate was designed to provide a revenue-nevwal approach for PGW for existing interruptible customers that are
secking sither interruptible or fixm transportation services for their gas supplies. In fiscal year 1993, 2,848 MMcf
was transported under the GTS rate, which is 3.6 percent of the combined total of gas sales and transportation
volumes.

PGW continues to offer an Economic Development Discount (EDD) rate that frst became effective in 1984. This '
rate provides for a 15 percent discount to certain large volume customers with significant hivestments in gas-
buming equipment that can increase consumption by more than 1,500 Mcf per month above a base level. The
EDD rate discount can be in effect for up to three years.
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In conjunction with the Commission rate case arder for fiscal year 1991, several rate suncture revisions were
approved. One significant change was to create a new Load Balancing Service-Extra-Large-Volume (LBS-XL)
rate for the largest LBS customers. This rate and the LBS-L rate have essentially the same terms, i.¢., the ability
1o set the rate within 2 range of 10 percent above 10 20 pereent below the posted tank car price for No. 6 oil.
However, for flex rate purposes, these two rates now afford PGW the ability 1o maximize its margin by targeting
a different competitive level for each group of customers. The Commission also approved a new interraptible
Cogeneration Service (CG) rate. For cogeneration customers with annnal usage of less than ] million Mcf, the
rate is set at a fixed margin over the commodity cost of purchased gas. For Ia:gcr cogeneration customers the

margin over the cost of gas is negonable. 5 -

Also, arecenily instituted special provision, for gas air-conditioning, incorporated in rates GS, MS, PHA and BPS
for separately metered usage during the months of May throngh September has been attracting many customers.
This provision, which is applicable 1o new installadons with a minimum cooling capacity of 15 tons, offers a
lower rate and provides a benefit to PGW by increasing its system load facior, thereby lowering overall costs 1o
all firm customers.

“

Lastly, in order 1o position itself for the potential Nanmal Gas Vehicle (NGV) market, PGW recently filed two
new rates with the Commission for approval. These rates would enable the cormpany o offer gas 1o a customer-
owned refocling facility. The interruptible NGV rate, whose price changes in relation to the price of unleaded
gasoline, bas already been approved. The firm NGV rate, which is based on a customer’s load factor, is pending
approval by the Commission. The company also plans 1o construct its own compressor station in the next few

years.

Within the environment of a declining larpe-industrial sales base, the company has fought hard to mamtain its
margins and remain competitive with alternate energy sowces by employing both taditional as well as the
innovative rate forms described above.

To illustrate how PGW’s rates compare with those of other gas companies, Stone & Webster calculated typical
bills for PGW’s residential, commercial and indystrial customers and compared these bills with those of other gas
companies using identical gas quantities and customer classes (refer to Tables 12, 13 and 14). These wables
indicate that PGW's rates are comparable to those of other large urban wiilities havmg a similar high proportion

of residential] sales.

STATEMENT OF INCOME '
We have reviewed Philadelphia Gas Works’ forecast of revenues, operating expenses, and annual amounts of

imernally generated funds and bond funds needed to satisfy its capital improvement program, its debt s=rvice,
payments 1o the City of Philadelphia, and working capital requirements. Recognizing current regulatory and
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economic conditions under which the Company operates, we believe that the Company has developed a reasonable
financial plan for fiscal years 1994-1998 and, consequently, we concur with it.

The forecast contemplates one base rate increase over the five-year period in the amount of $25.0 million in 1995,
The rate increase is net of all cost savings and efficiencies deemed realizable by PGW in the forecast years,

As pant of our review of PGW's forecast, we have examined the sensitivity of the plan to changes in net revenues. _
This is meant as a guide for the reader to estimate the impact of important variables. Net revenoe could be
impacted by any number of variables including: ;

"

LU

size of rate increase

timing of rate increase

sales revenues (weather related)
actual interest rates

operating cost savings

actual receivables

Therefore decreased net revenue resulting from any of the above sowrces could be offset in whole or in part
through additional net revenue resuiting from the effect of any of the other above factors.

Regulation - PGW’s bond covenant in the General Orlinance requires the debt service coverage ratio to be at jeast
1.50. In the Company's rate proceeding before the Commission in 1988 all parties agreed that there should be
some cushion above the 1.50 level 1o allow the Company to retain its bond rating. The Company has forecasted
a base rate increase in 1995 resulting in a coverage ratio of 1.85 times.

1. After the prbjecled rate increase, the Company’s financial plan, falls slightly 1o 1.84 times debt
service, However, the Company’s financial plan provides an increase to 1.94 times debt service in
the last two years without any further rate increases. In owr first sensitivity test, étone & Webster
measured the impact of holding those years’ coverages at exactly 1.8 times. Since the Company’s
projection resuited in coverages in excess of 1.8 times, our scenario showed a rate imcrease of $4.0
million less in 1995 bt $9.7 million less in the last two years.

2.  Qur second scenario addressed providing for annual debt service coverage of 1.7. This sccoario
shows that only a $13.3 million rate increase is necessary in 1995.

Financial - On May 17, 1991, Moody’s Investors Service, Inc., lowered its rating on the Gas Works Revenue
Bonds from A to Baal. Moody’s opinion was "The rating revision to Baal from A reflects 2 long term trend
of tightened financial eperations, reductions i operating flexibility and debt service coverage, and increases in
the enterprise’s already high debt rato. While the rate setting commission has indicated its iment to maintain
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rates at a level sufficient to provide adequate margins in normal! operating circumstances, the margins are no
longer wide enough 1o allow the enterprise 1o address contingencies. In addition, the enteprise no longer has
the flexibility to correct its highly leveraged position by providing for a portion of its substantial capital peeds
from intemnally generated funds, as had previously been its practice. Despite concerns over these long-term trends,
the enterprise’s capable management and strong legal covenants assure adequate bondholder security.”

The goal of the Company's financial plan is 10 strengthen and revise upward its current Baa) rating, maximize
intemally generated funds and mirimize outside financing requirements, reduce operating expenses, Teduce
working capital requirements, and obtain the highest retumn on temporary investrmnents and escrow funds.
Therefore, PGW’s financial forecast utilizes a 1.85 times coverage in setting rates, and also projects new debt
costs using the current cost of stmilarly rated financings. Our third scenario therefore addressed a significant rise
in debt costs, in case actual debt costs prove to be higher in a finure bond market.

3. We increased the interest rate by 200 basis points on both projected revenue bond issues. This
change increased the cost assigned 1o those bonds by $9.0 million over frve years. Debt service
coverage averaged 1.82, down slightly from an average of 1.86 in the Company’s financial plan

.
-

After analyzing the results of these major scemarios and several minor ones we believe that the Company’s
fnancial plan is anainable condngent upon adequate rate relief.

The debt service coverages in the base PGW forecast are detailed on Exhibit V and are summarized in Table 15.
Each $1.0 million of net revenue not achieved would result in a decrease in the coverage ratio by 0.013.

REVENUE BOND FINANCING

We have been inforrmed by PGW that the proceeds from the sale of the Fifteenth Series Bond issue will be used

to: -

®  Finance PGW's current and future capital programs.
®  Establish sinking fund reserves.

It is understood that the bonds will be secured solely by the revenues of PGW received from all Gas System
USETS,

The $75 million Fifieenth Series Bgnds, and the projected $75 million of Sixteenth Series Bonds to be issued n
1994 and 1997, respectively, will be used as shown on Table 16. The application of proceeds from these issues -
can be summarized as follows:



Amount

(3000’s)
Total Revenue Boads Issued for Capital Improvements and
Repayment of Capital Advance $150,000 — -
Capital Improvement Fund Balance (8/31/93) 29,890
Less Deposits for Simking Fund Reserve and Issue Expenses 17174
Balance Available 1o PGW as applied 8/31/98 5162 716
Capita! Improvement Fund Drawdown ‘1 _ . $107,500 - .
Capital Improvement Fund Balance (8/31/98) ‘:‘ﬂ“ _55216
Balance Accounted for (8/31/98) $162 716

The rate covenant in the General Ordinance requires that the City, at a minimum, impose, charge and collect in
each Fiscal Year, gas rates and charges equal to the greater of:

A The sum of; T

(i} All Net Qperating Expenses payable during such Fiscal Year,

(ii)  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 omstanding herepnder; and

(ili) The amount, if any, required to be paid into the Sinking Fund Reserve during such Fiscal Year, or
B. The sum of:
i) All Net Operating Expenses payable during such Fiscal Year; and
(ii) Al Sinking Fund deposits required during such Fiscal Year with respect to all omst;mding Bonds and
general obligaton 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.

The Gas Commission is authorized and directed by the ordinance to impose, charge and coliect, or cause to be
collected, all rents, rates and charges which shall be sufficient in each Fiscal Year to cormply with the foregoing
Rate Covenant.

We have also been informed by PGW that the Company i$ investgating the possible refunding or restructuring
some of its outstanding debt. We have not addressed this issue here. However, if such refunding or resopucturing
Wwere 10 ocor, it is our judgement that the financial impiications could cnly improve the coverage ratios as current
debt cost is below the cost of the issues to be refimded.
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1994 PEAK DAY AVAILABILITY
BY DELIVERY SOURCE
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PEAK DAY DEMAND vs. AVAILABILITY
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PEAK HOUR DEMAND vs. AVAILABILITY
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PGW PROPOSED CAPITAL IMPROVEMENT PROGRAM
1994 - 1999
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TABLE 1
HISTORICAL NUMBER OF CUSTOMERS
Fiscal Years
Fiscal Years Ended Aupust 31, Ended June 30,
1993 1992 1991 1950 1989 1980 1975
Residential . 499,189 495,176 497,696 494,253 497,596 516,683 518,929
Commercial & Industrial :
Firm 23,898 24,236 24,788 24,614 20,246 20,328 21,997
Interruptible 416 410 348 337 299 81 288
Municipal & Housing
Authorily 2 2 2 2 2 2 2
TOTAL 523,505 519,824 522,834 519,206 518,143 537,094 541,216

~



Firm:
Residential
Commercial
Industrial
Municipal
Housing Authority
Sales for Resale
TOTAL FIRM

interruptible:
Industrial
Boiler & Powcer Scrvice
Load Balancing Service
Co—-Generation
Gas Transport—Refail Sales
TOTAL INTERRUPTIBLE

TOTAL SALES

Transportation

TOTAL SALES AND TRANS,

Degree Days (a)

Note:

1993

TABLE 2

HISTORICAL SALES
(MMcf)

Fiscal Years Ended August 31,

1992 199]

Fiscal Years

1990 1989
49,210 47,432 43,325 47,898 48,730
8,412 8,226 7,710 7792 7.449
1,971 2,096 2,046 2,334 2.356
1,443 1,554 1,270 1,394 1,442
1,994 1,832 1,829 1.971 2.007
0 168 49 96 _
63,030 61,308 56,229 61,485 61,984
3,319 2,898 3,282 3,251 3,054
7,02 6,174 8,934 6,987 7,496
433 335 162 - -
1,546 1,128 110 - -
12,324 10,533 12,488 10,238 10,550
75,354 71,843 68,717 71,723 72,534
2,848 398 632 - -
78,202 75,771 69,349 71,733 72,534
4731 4,542 3,900 4,431 4,579

(a) POW's normal heating season (September { — May 30) contains 4,600 Degree Days,

Ended June 30,
1980 1975
51,520 50,197
6,510 6,103
3,809 4318
1,641 1,880
2,818 2,604
66,298 65,102
8,211 8,529
1.84 1,756
10,945 -
21,030 10,285
87,328 75,387
87,328 75,387
4,728 4,583



Firm:
'Residential
Commercial
Industrial
Municipal
Housing Authority
Sub-Total

Interruptivle:
BPS—Indirect
BPS-AC
LBS-~1 Direct
LBS—L Indirect
LBS~S Iadirect
LBS-XI Direst
LBS-XL Indirect
COGEN Indirect
NGV
GTS SALES

Sub-Total

TOTAL SALES

GTS TRANSPORT

TOTAL SALES & TRANSPORT

Degree Days

Note:
* Totals may vary due to rounding

TABLE 3

SALES
Fiscal Years 1993 — 1998
(MMCF)

1993 1994 1995 1996 1997 1998
(Actual) (Budget) (Forecast) {Forecast) (Forecast) (Forecast)
. 49,210 49,174 49 196 49,466 49,565 49,868

8,412 8,720 8,881 9,068 9259 9,398

1,971 2,057 2,035 2,013 1,989 1,962

1,443 1221 1,263 1,263 1,263 1,263

1,994 1,798 1,798 1,799 1,799 1,793

63,031 62,970 63,173 63,610 63,875 64,284
3,319 3,664 4,023 4234 4,436 4642
1] 157 172 199 256 m

692 710 710 87 386 386
1,768 1,871 1,871 1,875 1871 1,871
1272 1,557 1,756 1,928 2,070 221
2291 2,442 2,442 665 664 664
1,004 1,020 1,020 1,022 1,017 1,020
433 516 507 558 606 658

0 8 20 21 80 81
1,546 0 0 0 0 0
12,324 11,944 12,520 10,890 11,386 11,835
75,354 74,915 75,6594 74,499 75,261 76,119
2,848 4287 4,287 4287 4,287 4287
78202 79201 79 980 78.786 79 548 80,406
4,731 4,600 4,600 4,600 4,600 4,600




Residental

Philadelphia Housing Authority
Commercial

Industrial

Municipal

Interruptible
Total

Note:

TABLE 4

CUSTOMER BILLINGS*
Fiscal Years 1993 — 1998

1993 1994 1995 1996 1997 1998
Acrual  Forecast  Forecast Forecast  Forecast  Forecast
502,552 501,124 499,9§7 1 498,828 497689 496528
5,189 5,230 5230 5,230 5230 5,230
23,477 24,407 25,115 25923 26,729 27,535
1,281 1,331 1325 1315 1,304 1,293
726 687 ¢ 688 688 688 688
411 440 470 493 519 545
533635 533,218 532794 532477 532,159 531820

*Average number of cusiomer billings.

Totals may vary due to rounding.



TABLE 5

GROWTH IN SHARE OF RESIDENTIAL MARKET
Fiscal Years 1993 — 1998

Forecast of © .. Residential

Residential Customers as

Population(a) Households(b) Customers % of Households

1933 1,576,083 615,657 502,551 81.63%
1994 1,572,930 614,426 501,124 81.56%
1995 1,569,785 613,197 499,967 8153%
1996 1,566,645 611,971 498,828 81.51%
1997 . " 1,563,512 610,747 497,689 81.49%
1998 1,560,385 609,525 496,528 81.46%

Notes:

(2) Represents 2 0.2% decline each year in population for Philadelphia County
based on 1990 census actuals,

(b) Assumes 2.56 persons/occupied housing unit from the 1990 census for Philadelphia County.

{c) PGW forecast (Table 4). ot



1993
1994
1995
1996
1997
1998
Total

Notes:
(a) PGW Forecast.

(b) Assumes 81.63% of houscholds (sce 1993 market share in Tabie 5) are residential customers.

TABLE 6

RESIDENTIAL USAGE WITH MARKET SHARE
UNCHANGED FROM 1993 LEVELS (NO GROWTH)
COMPARED WITH PGW'S FORECAST OF GROWTH

{¢)} Assumes same use per customer as PGW forecast.

(d) Values may vary due to rounding.

Forecast of (a} Sales (a2q) Residential () Sajes at (ezd) Variance ()
Residzptial Forecast Customers at 1993 Level) In Load
Cusiomers (MMcf) 1993 Level .(‘MMcf) (MMcf)
| 502,551 48,182 502,551 48,182 0
501,124 48,214 501,556 48,256 42
499,967 48,706 500,553 48,763 57
498,828 49,363 499,552 49,435 72
497,689 49,562 498,553 49,648 86

- 496,528 49,865 497,555 49,968 103

359



Transportation
Direct Service
Transco

Texas Eastern

Starape Related
Transco

Texas Eastern

Storage Contracts

~Direct Service
Transco

Texas Eastern

Off System Storage

Delivery via Texas Eastern

Supply

Firm Long Term
Transco
Pipeline
3rd Party
Texas Eastern
Pipeline
3rd Party

Note:

TABLE 7

CONTRACTS FOR TRANSPORTATION,
STORAGE AND SUPPLY SERVICES

Copract  § | Coptract Quantity [Dth)
Name | Anpual | Daify
FT 603 333 165,212
PSFT 177,030 1,967 .
CDSs 27,375,000 75,000
FT-1 21,835,030 5982
GSS " 4320359 61,567
§5-2 ) 466,554 5,193
LGA 123 52,475 18,495
_.S5-1A 2,647,080 44,118
’ §5-1B ) 2,462,120 20,847
FIS-2 5394
FTS-7 7470
FTS-8 25,7
IT-1 477
T=-1 398
GSS ) 4320359 61,567
5-2 (1 466,554 5,193
WSS 3,335,909 39,246
LGA 2y 52475 10,495
S5—-1A (0 2,647,080 44118
§5-1B 2,462,120 20847
ANR 1,891,011 13,808
Equitrans 522,500 4,998
CNG~GSS-TE 3,918971 34,047
© FS§ 85,121
Muitiple 60,00
Muitiple 121,019

1 : Bundied storage and transportation scrvice,

2 : Extended on a year—to—year basis.
3 :Volume lcased 10 outside company for peaking service.

Expiration J
Date

037312005
07/312011

10312003
10312003

03/312013
04/15/1974
103171991

043072012
04302012
037312002
04/15/2000
037312006
04/1522000 -
03/312006

037312013
0471511974
03/31/1998 -
10311991

047302012
- 04/302012

037312013
04/012002
03312006

037312001
Various

Vdﬁgus



Supply/Demand Balance(b)
Fiscal Years 1994 — 1998

(Normal Year — 4,600 HDD)

TABLE 8

1994 1995 1996 1997 1998
—(000 Dth)——
Demand(a) -
Firm 66,639 66,943 67313 67,593 67,930
Boiler and Power Service : 4,034 4429 4680 © 4953 5220
Load Balancing Service 7933 8,142 6,175 6313 6,464
Cogeneration 545 535 5%0 640 695
Nararal Gas Vehicles g 2 22 85 8§
Total Sales 79,159 80,071 78,779 79,584 80,39
Plant Use . 1336 1278 1277 1275 1277
Storage Injecton 17522 18,168 17,696 17,535 17,682
Liquefaction 3,139 3578 3,578 3579 3578
Subtotal 21,597 23,024 22,550 22,389 22537
Total Demand 101,156 103,095 101329 101,973 102,932
Supplies
Texas Eastemn(c) 40593 38,548 37,285 37294 37,652
Transco(d) 40,983 42,484 43,290 43,400 43,216
Storage Withdrawal 16,042 18,086 17,171 ‘ 17,693 - 17,885
LNG 3,537 3,578 3,579 3,578 3579
LPG 0 "0 0 0 0
Tota] Supplies 101,156 103,095 101329 101,973 102,932
Notes:

a) Includes unaccounted for

b) Total may vary due to rounding

¢) Delivered on Texas Eastern System
d) Delivered on Transco System




TABLE 9

SUPPLY/DEMAND BALANCE(b)
Fiscal Years 1994 — 1998
(Design Year — 5,280 HDD)

1994 1995 1956 1997 1998
(000 Dth)
Demand
Firm 73,632 73,973 74379 74,702 75,079
Boiler and Power Service 4375 4,662 4,784 4,822 5,013
Load Balancing Service 4,627 4,505 3,680 3,730 3,794
Cogeneration 371 349 397 419 465
Natural Gas Vehicles - 6 15 15 57 57
Total 83,011 83,504 83,255 83,730 84,408
Plant Use 1,496 1,407 1,420 1,421 1,428
Storage Injecdon 17,549 18,132 18,102 17,606 17,750
Liquefacation 4,197 4,634 4,634 4,636 4,635
Subtotal 23241 24,174 24,156 23,663 23,813
Total Demand 106,253 107,678 107,412 107394 108,220
Supplies
Texas Eastern(c) 41,496 39,051 37,836 37,449 37,796
Transco(d) 43,411 45,437 46,207 46,389 46,524
Storage Withdrawal 16,812 18,650 18,815 18,982 19,144
LNG 4,534 4,540 4,554 4574 4579
LPG 0 0 ¢ 0 178
Total Supples 106,253 107.678 107,412 107,394 108,220
Notes:

(2) Includes unaccounted for.

(b) Total may vary due 10 rounding.

(c) Delivered on Texas Eastern Sysu’:'m.
(d) Delivered on Transco System.



TABLE 10

Peak Day and Peak Hour Capacity
Fiscal Years 1994—1998

(Design Peak Day Weather = 65 HDD)
(Design Peak Hour Weather = —5°F)

(MMcf @ 1.030 Bru/cf)
1994 1995 1996 1997 1998
Source of Suppiy (2)
Transco Ll
PFT 7.7 2.2 22 " ..922 o)
FT 82.7 682 682 68.2 58.2
P5-6 1.9 1.9 - 1.9 1.9 1.9
5-2 44 4.4 4.4 4.4 4.4
GSS 523 52.3 52.3 52.3 52.3
LGA 0.0 0.0 10.2 16.2 10.2
WSS 20.0 20.0 20.0 20.0 20.0
Total Transco I 219.0 219.0 292 229.2 2292
Texas Eastern
CDs 72.8 728 728 728 T2.8
FT-1 58.1 581 58.1 58.1 581
§5-~1 35.2 552 55.2 55.2 552
§§-I1 6.5 6.5 “6.5 6.5 6.5
SS-10 213 21.3 213 21.3 21.3
Eguitable 4.8 4.8 4.8 4.8 4.8
ANR 12.9 12.9 129 129 12.9
Total Texas Eastern ’ 218.6 2186 218.6 218.6 218.6
Sub~Total 437.7 4317 4479 447.9 4479
‘Suppiemesntal Gas
LNG 570.0 §70.0 570.0 570.0 570.0
LPG 0.0 0.0 0.0 0.0 43.6
Total Snpplemental 570.0 570.0 '570.0 " 570.0 613.6
Total Peak Day Supply 1.007.7 1.007.7 1.017.9 1,017.9 1.061.5
Tota! Peak Hour Supply 42.0 420 424 424 4.2
Note:
Firm Peak Day Demand 794.8 801.0 807.1 8132 £19.3
Firm Peak Hour Demand 38.5 38.9 %1 39.4 39.7
Footnote:

(2} Dafly available volumes after adjustunent for Coptract Limitations & Fuel Requiretaenis.
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TABLE 11A
PROPOSED CAPITAL IMPROVEMENT PROGRAM
. (sS000) '
Total Total
Category 1994 1995 1996 1997 1992 1999 S %
3

Gas Supply $5,322 $6,633 35,166 $4,784 34,509 $4,023 $30,437 17%
Distribution 44,165 44,964 40,493 41,302 42,590 42,893 256,407 64.8%
Customer Service 6,834 11,105 11,427 11,796 12,223 13,132 66,517 16.8%
Transpotrtation 3918 4,083 3,115 3,891 4,210 4,250 23,467 5.9%
Other 3,226 4,029 4,044 1,645 2,153 3,936 19,033 4.8%

Subtotal §63,465 $70.814 364,245 363,418 365,685 §68,234 $395,861 100.0%
Less:
Reimbursements(a) (2,026) {2,097) (2,171) (2,247) (2,326) (2,407) (13274) —34%
Contribution (b} (113) (117) (121) (126) (130 (135) (142) -02%
Salvage(c) (312) (346) 273) (331) (380) (392) {(2,040) —0.5%

Total 361,014 $68,254 361,680 $60,714 $62,843 §65,300 $179,805 -4.1%
Notes:

(a) Funds available from governmental agencies.
(b) Customer contributions fn aid of construction
(c) Funds reccived from sale of scrap metals, used vehicles, equipment, etc.



TABLE 11B

MAJOR CAPITAL BUDGET ITEMS

FISCAL 1994 BUDGET ($MM)

(COMPARISON OF 1994 1TEMS OVER $1MM)

1994 - 1993
1994 % OF 1993 % OF AMOUNT PERCENT

NO. copEe DESCRIFTION PRIORITY DEPT. AMOUNT BUDGET AMOUNT BUDGET DIFFERENCE DIFFERENCE
1. 52—-24-~2-~01 RENEWAL OF < 1 1/4"SERVICES 1 DIST §14__.l 222% $141 27.0% $0.0 0.0%

2. 52-21-2-02 PRUDENT MAIN REPLACEMENTS 1 DIST $73 11.5% $7.0 13.4% $0.3 4%

3. s2-21-2-01 ENFORCED RELOCATIONS, PRESSURE 1 DIST $6.4 10.1% $5.4 10.3% $1.0 15.6%

4, 52-22-2-01 ENFORCED RELOCATIONS 1 DIST 2.7 43% 520 18% $0.7 25.9%

5  52-99-2-99 REMOVAL & ABANDONMENT 2 DIST 523 3.6% $13 2.5% $1.0 43.5%

6.  52-24-1-01 INSTAL OF NEW 1 /4" SERVICES 2 DIST $18 2.8% $2.4 46% ($0.6) ~333%

7. s2-21-1-0i LOCAL MAINS — NEW HOUSES 2 DIST $LS 24% $1.4 2.1% $0.1 6.1%

8. 52-21-2-03 MAINS REPLACE — AVE. OF THE ARTS 1 DIST st4 21% $0.0 0.0% $1.4 100.0%

9, 32-20~-1—~03 SUPPLY - PHILADELPHIA THERMAL CO. 2 DIST $1.3 20% 30.0 0.0% 513 100.0%

10.  s2-20-2-0 ENFORCED RELOCATIONS 1 DIST - $1.0 1.6% $L.0 1.9% $0.0 0.0%
SUBTOTAL DISTRIBUTION $39.8 62.71% $34.6 54.5% $52 13.1%

1. s0-30-2-01 REPL OF WORN METERS 1 D 523 16% 524 46% (30.1) —43%
12, s0-30-1-01 NEW CUSTOMER METERS 2 CsD $22 3.5% $22 42% 50.0 0.0%
13, 50-36~1-01 NEW AUTOMATIC METER READING EQP. 2 CsD $1.8 2.8% $0.0 0.0% . $18 100.0%
SUBTOTAL CUSTOMER SERVICE DEPT. $63 9.9% $4.6 8.8% $1.7 70%

14, s3-02-1-01 EXHAUST EMISSION EQ. — RICHMOND 1 Gs $1.8 2.8% $0.0 0.0% $1.8 1000%
15.  sa—oz-2-01 STEAM SUPPLY SYSTEM — LNG 1 GS $1.0 1.6% $12 2% ($02) ~200%
SUBTOTAL GAS SUPPLY $28 44% $12 23% $16 $71%

16. 713-01-2-01 ° REFLACEMENT OF MOTOR VEH'S 1 TRAN $2.7 43% $22 42% $0.5 18.5%

i, f,
TOTAL MAJOR PROJECTS $51.6 813% $42.6 B1.5% $9.0 17.4%
TOTAL ALL PROJECTS : $63.5 100.0% $523 100.0% $112 17.6%
@ @ ® ® ®



TABLE 12

TYPICAL RESIDENTIAL MONTHLY BILL COMPARISON()
(Based on 100 Therms as of Quarter Ending June 1993)

revesues from gas sales in exeess of $200 million.

Source: American Gas Association.

[ Typical Monthly
Bill Rank Company Bill (§)
1. Brooklyn Union Gas Company 5. §102.95
2. |Consolidated Edison Company of New York T g9
3, Commonwealth Gas Company, MA 83.09
4. Long Island Lighting Company, NY 82.44
5. New Jersey Natural 77.48
o PhiledbIphid Gas Works 0 o 5 S
7. Nziﬁonai'Fucl Gas, NY 76.74
8. Elizabethtown Gas Company, NJ 74.58
9, Rochester Gas & Electric, NY 71.00
10. Niagara Mohawk Power Corp., NY 67.51
11. Peopies Natural Gas Company, PA 67.09
12. South Jersey Gas, NJ 66.58
13. Philadelphia Electric Company 64.12
14. Public Service Electric & Gas, NJ 61.79
15. Baltimore Gas & Electric Company 61.50
16. Colurnbia Gas of Pennsylvania 57.81
17. Bay State Gas Company, MA 55.07
Boston Gas Company Not Reportzd
UGI Corporztion Not Reparted
Washington Gas Light Company, DC | Not Reparted |

(@) Comparison of utilities in the region surrounding Philadeiphia Gas Works having annual



TABLE 13

TYPICAL COMMERCIAL MONTHLY BILL COMPARISON®
(Based on 300 Therms as of Quarter Ending June 1993)

Typical Monthly
Bill Rank Company Bill ($)
Brooklyn Union Gas Company §321

Long Island Lighting Company, NY

't Philadéiphia Gas Works

4. Consolidated Edison Company of New York
‘5. New Jersey Natural 226
6. National Fuel Gas, NY 221
7. Elizabethtown Gas Company, NJ 216
8. ' Niz;;ara Mohawk Power Corp., NY 208
9. Rochester Gas & Electric, NY 201
10. Philadelphia Electric Company 187
11. Commonwealth Gas Company, MA 183
12. South Jersey Gas, NJ 182
13. Public Service Electric & Gas, NJ 180
14. | Baltimore Gas & Electric Company 168
15. Columbia Gas of Pennsylvania 157 J
16. Bay State Gas Company, MA 156 .
17. Peoples Natural Gas Company, PA 124
| Boston Gas Company Not Report=d
UGI Corporation Not Reparted
Washington Gas Light Company, DC Not Reported

revenues from gas sales in excess of $200 million.

Source: American Gas Association.

(a) Comparisop of utilities in the region surrounding Philadelphia Gas Works having apnunal




TABLE 14

TYPICAL INDUSTRIAL MONTHLY BILL COMPARISON()
(Based on 1,000 Therms as of Quarter Ending June 1993)
Typical Monthily
Bill Rank Company Bill ($)
1. Niagara Mohawk Power Corp., NY $4,467()
2. Long Island nghnng Company. 821
i G Pmladelphla Gas Works: 7 i Lo 754
4, Consolidated Edison Company of New York 747
5. New Jersey Natural 720
6. National Fuel Gas, NY 682
7. | Richester Gas & Electric, NY 643
8, Public Service Electric & Gas, NJY 587
9. Peoples Natural Gas Company, PA 572
10, South Jersey Gas, NJ 566
11. Commonwealth Gas Company, MA 563
12. Elizabethtown Gas Company, NJ 542
13, Baltimore Gas & Electric Company 525
14, Columbia Gas of Pennsylvania 501
135. Bay State Gas Company, MA 417
16. Brooklyn Union Gas Company 321
Boston Gas Company Not Reported
Philadelphia Electric Company Not Reported
UGI Corporation Not Reporied
Washington Gas Light Company, DC Not Reponted |

(3) Comparison of utilities in the region surrounding Philadelphia Gas Works having annual
revenues from gas sales in ¢xcess of $200 million.

Source: Armerican Gas Association.

() Minimum bill provision results in high monthly bill for 1,000 therm consumplion level.



TABLE 15
COVERAGE OF DEBT SERVICE FROM OPERATIONS

Fiscal Years Revenue Bonds
1993 Actual - 1.65x
1994 Projected 173X
1995 Projected 185X
1996 Projected 184X
1997 Projected 1.94 X

1998 Projected 194X




TABLO 16

SOURCES AND USES OF CASH FOR CAPITAL IMPROVEMENT BEXPENDITURES
Flseal Yesrs 1989 Through 1998

(3000's)
ACTUAL . FPROJBECTED
1983 120 1921 199% 1223 i 1324 1393 1336 1297 1238
Saurces;
Dond Proceeds @ Par £75,000 375,220 $376,550 i $75,000 $75,000
Proceeds irom Satefl.eascback - 25,000
PGW Internal Funds 8,159 17,250 36 11,395 12,891 6,968 36,981 41,572 46,963 53,014
Total Sources $33,159 $92.250 §75256 $11,395 $389 441 $81,968 $36981 $41,972 $121,963 $53014
Uses: ,
Changes in Capital Improvement Fund ($27,318) $24011 $13315 ($41,972) $29,890 $13,113 (§19,700) ($17,500) $55113 ($6,300)
Discount & Issuance Expense 1,107 4,006 1,572 (35) 10,915 2,625 2.625
Deposit to Sinking Fund 2,247 6,035 6,476 (369 5,962 5.962
Funds Deposited in Escrow 298,114 )
Capilal Expendilures 57123 58,198 53,893 53,402 50,891 60,268 56,681 59472 57663 59314
Total Uses $33,159 $92,250 $75256 $11,395 $389,441 $81,968 $36,981 $41,972 $12],963 353014
Capital Improvement Fund:
Deposit $21,64¢6 $64,959 567172 %35 $67,890 $66,413 $0 50 $66,41) 30
Drawdown 48,964 40,948 53,857 42,007 38,000 53,300 19,700 ;. 17,500 10,700 6,300
Changes in Fund (527318) 524,011 $13,315 ($41,972) $29.890 $I3t13 ($19,700) ($17,500) $55713 (56,300)

Balance End nf Period $4,646 $28,657 - $41972 $0 $29,890 $43,003 523,303 $5,803 $61.516 $55216




TABLE 17

ACCOUNTS RECEIVABLE, RESERVE FOR UNCOLLECTIBLES,
WRITE—-OQFF EXPENSES, DELINQUENT CUSTOMERS,

AND REVENUE STATISTICS
(Dollars in Thousands} .
Twelve Months at August 31
1989 1990 1991 1992 1993

Billed Gas Revenues ... - $469,569  $470,110  $443,124 $492,742 $526,723
Accounts Receivable 87,994 91,215 93,361 116,688 . 132,574
Reserve for Uncollectible :

Accounts 39,181 ~ 41,053 48,027 53,051 54,565
Reserve as a Percentage

of Accounts Receivable 44 5% 45.0% 51.4% 45.5% 41.2%
Write ~off Expenses 20,920 22,137 23,361 22,474 28,355
Receivables as a Percentage )

of Sales Revenue - 187% 19.4% 211% © 23.7% 25.2%

Delinquent Customers :
(Annual Average) 141,095 133,610 134,368 138,721 145,092



TABLE 18

FORECAST OF CUSTOMER
ACCOUNTS RECEIVABLE, RESERVE FOR UNCOLLECTIBLE ACCOUNTS
AND WRITE—-OFF EXPENSES

{3000)
FISCAL YEARS
1994 1995 1936 1997 1998

Billed Gas Revenues (a) 5546,407 $584,870 $597,772 3618,021 3631,715
Gas Accounts Receivable 141,051 157272 166,900 176,415 178,535
Reserve for Uncollectible Gas .

Accounts . 64,749 71,153 76,513 81,686 83,761
Reserve as a Percentage of

Accounts Receivable 45.9% 452% 45.8% . 463% . 46.9%
‘Write—off Expenses 25,944 26,018 24,229 24242 24,421
Receivables as a Percentage :
of Gas Revenues 25.81% 26.89% 2792% 28.55% 2826%

Note: o

(a) 1995 Fiscal Year includes an increase in base rates of $25.0 million. -



Fiscal Dala

Number of Cusinmers
Miles of Distribution Malns
Uhitity Plam {5000) (1)
Tolal Gas Sales (MMcf) (2)

Operating Revenues ($000);
Healing
Non—healing

Gas Transpotiation

‘Total Opcrating Revenues
Other Income

Operallng Bxpenses (3000):
MNatural Gas
(Gas Processing
Cuslomer Service
Distribution
Callection & Meter Reading (3)
Administrative and General
Other Operaling Expenses (1)

Total Opeeating Cxpenses
Lnterest Expense

Nelt Income

1) QOross Plant st original cost.

BXIUBIT I

PHILADELFPIA OAS WORKS

SELECTED OFERATING STATISTICS

Years Ended August 31

984

1985

2) Includes iransportalion In year August 31, 1991, 1992 and 1993,
3} Includes appropiiation to Reserve for Uncolleciible Accounts,

5} Includes extracedinary loas of $8,488,000 due to early extingulshment of debl,

1986 1987 1988 1989 1990 1991 199 1993
518,869 518,997 518,614 516,046 | 517,001 518,143 519,206 522,834 519,824 523,505
2,983 2,986 2,989 2,993 t 3.0e 3,031 3,014 3,008 3,064 3,021
586,752 624,835 667,339 720,506 787,601 B40,24B 892,970 940,267 987,437 1,031,592
78,269 69,851 71,857 71,338 . 75426 72,534 71,723 69,349 75,771 78,202
394,586 373,937 367,716 363,057 372,007 379,673 376,006 356,150 393,336 422,998
130,842 115,482 103,476 87,461 93,115 87,607 90,245 98,147 86,494 95,416
- - - - - - - 460 2,354 621
532,163 495,286 477,127 456,443 469,567 472,706 472,172 461,572 490,214 526917
16,729 15,906 15,643 12,295 15,940 12,858 11,880 12,636 10,238 11,203
105,835 289,383 266,029 121,119 229,284 238,087 230,362 208,402 211,730 243,250
16,886 17,104 19,729 20,713 24,611 24,410 25,390 22,362 21,389 21,482
18,182 19,455 20,306 20,858 20,786 20,382 19,229 17,835 21,387 20,100
12,335 13,048 13,411 14,350 16,562 16,244 20,588 18,519 19,422 20,674
36,680 34,673 32132 36,215 35,010 12,383 17,241 42,963 41,498 44,613
18,692 19,523 25,068 26,il2 28,413 27,185 16,989 28,687 35357 39,960
49,649 51,405 52,731 57,267 60,745 60,612 56,676 58,115 59,262 60,665
458,259 444 591 429,406 396,634 415411 419,303 416,475 394,883 410,045 450,744
39843 40,766 44,244 44,1235 48,575 47,734 o 49 007 52871 55,555 $3,963
50,790 17,347 (5) 19,120 27,979 21,521 18,525 18,570 24,454 34,852 33,469
&
4) Includes Cuslomer Relatlons, Customer Accounting, Marketing, Penslons, Taxes and Net Depreclailon and Amostization.
"
® @



Operating Revenues

Sales (Current Rates & Changes 10 GCR)

Projecied Rate [ncrease — Frior
- Current
Other Operating Revenues

Total Operating Revenues

Operating Expenses
Natura) Gas

Gas Processing

Other Operating & Mainienance (Exhibit IIT) ~

Operating Expenses Excl. Deprediation

Deprediation
Touwi Cperating Expenses
Net Operating Income
Other Income
Net lncome Before interest
Interext Expense
Leag—term Debt Lnterest:
Revenue Bonds
PMA Bonds
Discount & Expenses
Totai Long—term Interest
Other Intcrest:
Short—term Debt
Loss from Extinguishment of Debt
Interest og Customer Deposits
Miseellaneous
Total Other lnterest
AFUDC

Total Interest Expense

Net Ipcome
Payment to City of Philadelphia

Net income Transferred to Retained Eamings

EXHIBIT II
PHILADELPHIA GAS WORKS

Fizscal Years 1993 through 1998

FORECAST -STATEMENT OF INCOME

(5000)
ACTUAL FORECAST
1993 1994 1995 1994 1997 1998
$517.635 £560,792 $585.572 $597,872 $618,171 $631,815
25,000 25.000 23,000
25,000
9.342 9.276 5.898 10,189 10,386 10.988
526,977 570,068 620,470 633,061 §53,557 667.803
243,250 274,101 286,212 295,064 308,788 316,806
21,482 22494 22,641 3.516 24,474 25.39%
- 163.002 170,392 174,531 176.016 182912 183.774
427734 456,987 483384 494,596 516,174 525,975
3010 24.182 256,095 26,811 27.93% 29.168
450.744 491.169 509.479 521,407 544,113 555,143
76,233 78.899 110,991 111,654 109,444 112,660
11,203 B.095 7.352 6.918 1,713 8.847
87.436 86,994 118343 118,572 117217 121.507
45,997 48,054 49,140 47,200 47,709 48,287
1.763 1,731 1.696 1.657 1,616 1.572
2010 2028 1.983 1,866 1.829 1.7%9
49.770 51.B13 52819 50,73 51154 51.658
2138 2275 1275 2,275 2,275 22758
2.477 2.960 2,880 2,766 2,634 2,494
56 70 75 80 BS %0
134 183
4.805 5.488 5.230 5.121 4.994 4.859
{608) {862} {311) {27%) {170} {100)
53.967 56.439 57.738 55.565 55,978 56.417
33.469 30.555 60.605 63,007 61.239 65090
18.000 18.000 18.000 18.000 18.000 18.000
15,469 12.555 42,605 45.007 43,239 47.090




EXHIBIT III

PHILADELPHIA GAS WORKS
FORECAST OTHER OPERATION AND MAINTENANCE EXPENSES
Fiscal Years 1993 through 1998

($U00’s)
ACTUAL FORECAST
1993 i 1994 1995 1996 1997 1998
" Other Operation and Maintenance Expenses
Administrative & General $39,960 $40,972 $42,353 $44,098 $47,148 $48,953
Appropriation to Rescrve for Uncollectible Accounts 29,866 316,332 32,572 29,739 29,470 26,741
Customer Service 20,100 21,364 22,185 22,971 24378 25313
Distribulion 20,64 21,497 21,597 22,467 23,412 24,364
Pensions 12,469 12,671 12,830 12,376 12,638 12,90
Customer Relations 9,625 10,048 10,113 10,499 10,937 11,394
Collection B.226 8,311 B,431 8,766 9,139 7,540
Taxes 8,127 7384 7,630 7,934 8,261 8,609
Meler Reading 6,521 7,349 7,083 7,081 7172 7211
Marketing 4,468 6,340 6,486 6,717 6,860 7,108
Customer Accounling 2,966 3,242 3251 4 3,362 3,497 3,618
Work Stoppage (5,118)
Total Other Operation & Mainlenance Ea.(‘pc.nses $163,002_ $170,392  $174,531  $176,016  $182,912Z  $183,774
4] { 1 ,
® ® o )



Additions and Replacements
Supply Plant
Distribution Plant
Cuslomer Service
Other

Sub—tolal
Less: Contributionsin Aid
of Canstruclion

Nel Additions and Replacements
Alluowanee for Funds Used During
Construction

Supply Plant

Distribution, Customer Service

and cther Plant

Sub-1iotal
Remaoval Costs (Net)
Removal Cosl

Salvage

Sub—total

TOTAL

L @ @ ® e @
EXMIBITIV
PHILADELPHIA GAS WORKS
CAFPITAL EXPENDITURES
Fiscal Years 1993 through 1999
(3000)
Actual FORRBCAST
1993 1994 1995 1996 1997 1998 1999
4
$4,803 35,828 52,985 $3,435 33,890 33,736 $4,288
32,833 38,79 5,74 38,133 24,754 36,588 38,349
6,922 9,939 10,512 11,225 11,580 11,995 12,838
5227 5414 5,778 5,554 5,996 5,748 8,139
49,785 59,977 55,009 58,347 56,220 58,067 63,614
1,734 3,537 1,309 1,839 1,596 1,914 2,421
48,051 56,440 53,700 56,508 54,624 56,153 61,193
226 275 255 265 256 261 290
YR 700 639 684 658 681 748
799 975 B%4 949 . 914 044 1,038
2,137 1,049 2,431 2,287 T 2,429 2,567 3,019
(96) (196) (344) (272) T (314) (350) (381)
2,041 . 2,853 2,087 2015 2,115 2,217 2,636
$50,§91 360,268 356.681 359,472 357,653 $59314 $64 867
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Funds Provided:
Operating Revenues (Exhibit 11}
Other Income
AFUDC

Total Funds Provided
Funds Applied 10 Operations:
Operation Expenses Excluding
Depredation (Exhibit 11)
Less: Expenses Not Requiring
Expenditure of Funds
Total Funds Applied
Internally Generated Funds Available
for Debt Service

Less: PMA, Bond Debt Service

Intermally Generated Funds Available to
Cover Revenye Bond Debt Service

Funds Applied to Debi Service:
Revenue Bonds ~ Proposed
~ Existing
Touwal Revenue Bonds

Temporary Financing

Towl Funds Applied to
Debt Servics

Intemally Generated Funds
Availabie for City Fec
Paymesnt lo City — Ciry Fee

Internally Generated Funds Available

Debt Serviee Coverage

EXHIBIT V

PHILADELPHIA GAS WORKS
ANALYSIS OF INTERNALLY GENERATED FUNDS
AVAILLABLE TO COVER DEBT SERVICE
Fiscal Years 1993 throagh 1998

(3000)
ACTUAL FORECAST
1993 1954 1995 1996 1997 1998
$526,977 £570,068 $620,470 $533,061 $653,557 $667,803
11965 7,992 7,264 i- 6827 1,678 8,750
608 862 311 279" 170 100
539,550 518,922 §28.045 640,167 661,406 676,653
427,734 466,987 483,384 494,596 516,174 525,975
4,779 4,695 5,061 5,190 5,183 5,283
472,955 442292 49838 489,406 510,991 520,692
116,595 116,630 149,72 150,761 150,415 155,961
2,244 2242 2,243 2,246 2,246 2243
114,351 114,388 147,479 148,515 148,169 153,718
5,063 5,963 5,962 5063
59,189 66,219 74,550 74,551 70,550 74,212
69,189 66,219 79,613 B0, 514 76,512 79,275
2250 2275 2215 17275 2275 2775
71,439 68.494 51,888 52,789 78,787 81,550
42912 45,894 45,591 65,726 69,382 72,168
18,000 18,000 18,000 18,000 18,000 18,000
$24.912 527.894 $47.591 $47,726 5$51.382 $54.168
1.65 173 1.85 1.84 1.94 194



EXHIBIT VI
PHILADELPHIA GAS WORKS

ARALYSIS OF CASH AND ANNUAL CASH BAILANCES
Fiscal Years 1993 throngh 1998

(5000's)
ACTUAL FORECAST
1993 1994 1995 1996 1997 199
Beginning Cash Balance $30.313 52.040 52,325 $2.702 $2.369 $2.175
A -,
Sources of Funds:
Internally Generated
Net Income (Exhibit IT) 33,469 30,555 60,605 63,007 61,23? 65,090
Ttems in Net Income Not Reguiring Funds 27,185 23,024 30282 31122 32,429 33,744
Interest Expenses Inciuded in Net
Income (Exhibit IT) 53,967 56,439 57,7138 55,565 55978 56,417
Total Internal Funds T 114,621 115:628 148,625 149,694 149,646 155,251
Externally Generated:
Revenue Bond Proceeds 67,890 - 66,413 66,413
Capital Improvement Fund Drawdown 38,000 53,300 19,700 17,500 10,700 6,300
Temporary Borrowings
Total External Funds 105.890 119,713 19,700 17,500 7,113 6,300
Total Source of Funds 250,824 236,771 170,650 169,896 229,128 163,726
Uises of Funds:
Debt Service Coverage (Exhibit V) 71,439 68,494 81,888 82,789 78,787 81,550
PMA Bond Debt Service (Exhibit V) 2244 2,242 2,243 2,246 2,246 2,243
Working Capital Increases 3,820 19,029 9,136 5,020 3,854 523
Construction Requirements (Exhibit IV} 50,891 60,268 56,681 59,472 57,653 59.314
Pavment to City of Phila. — Fee (Exhibit IT) 18,000 18,000 18,000 . 18,000 18,000 18,000
Deposit of Capjtal Improvement Fund (Table 16) 67,890 66,413 1] v 66,413 o
Repayment of Temporary Borrowings . 34,500
Touwl Uses of Funds 248,784 734,446 167,948 167,527 226,953 161,630

Ending Cash Balance 52,040 $2.325 2702 52369 2175 $2.096




APPENDIX

A NOTE ON SALES/SUPPLY/DEMAND UNITS

Sales/supply/demand in this report are reported in volume or energy units. PGW purchases gas
in energy units but, usually seils 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 {epergy). More
complex measures evolve from this relationship as follows:

Energy Units

Bru - British thermal umit - the amount of enmergy required to raise the
temperature of one pound of water by one degree Fahrenbeit.

Therm - 100,000 Btu

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

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

MMecf Million cubic fest, 1,000 Mecf (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:

a One Dekatherm eguals one Mcf,
B Onpe thousand Dekatherms equals one MMcf.

Heating Units

HDD - Heating Degree Days
HDH - Heating Degree Hours



Stone & Webster
Management Consultants, Inc.

tone & Webster Management Consultants, Inc. provides pmcu:cal responses
to the challenges of today’s volatile market and regulatory en‘!'immncm and
changing operating conditions. We furnish roanagement 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 managerment 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 utlity
assignment large or small. Lt

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 client's management team to develop their sense of ownership and
understanding of th;: projlécl. Qur services are tailored to each client’s special
requirements and in many cases Stone & Webster's own siaff can take a project

from feasibility studies through implementation.

' Quality o, Service < 1
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Our services take many forms: verbal consultation,
resgarch or analysis, review or verification of work
performed by others, expert testimony, and complete
studies with written reports. A Stope & Webster
report provides clear guides for management action
and is often used as a communication and
implementation tool. We provide a check of
decisions, procedures, and programs that is
independent and objective. Qur testimony and reports
provide the credible evidence necessary to confirm the
prudence of decisions before regulators. stockhoiders,
and boards of directors,

Quiality and litegrity.

Stone & Webster’s tradition of professional
consultation reaches back to the ninetesnth cenmury
and draws on state-of-the-art, comprehensive uulity
expericnce and resources. Year after year 2 significant
portion of our assignments comes from repeat clients
— clients who remrmn to Stone & Webster becanse 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 most
convincing evidence of the goality, integriry, and
value of our services is thc conﬁdence and loyalty of
our repeat clients. =

General practice areas:

General Management Consulting

Strategic Planning

Integrared Resource Planning

IRP Workstarion -

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

Management Audirs & Pre-audit Planning
System and Capacity Planning

Electric Utility Operarions

Gas Utlity Operations

Gas Supply Planning

Rate & Regulatory Services

Financial, Accounting, Tax, & Depreciarion Service

Forecasting Services

Financial and Economic Feasibility Evaluations
Appraisal and Valuation

Risk Management

Management Informarion Systems

Profit & Loss Systems

Human Resource Management

Advisory Services

Utility Management Development Program
Productivity and Performance Improvement
Materials Management

Marketing

Cogeneration

Mergers and Acquisitions

Project Review Services

Process Mapping

Quality Management Programs

A

Stone & Webster
Management Consultants, Inc.

The Utility Experts

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

New York « Boston » Atlanta « Houston* Denver
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Clients

GAS INDUSTRY
Alabama Gas Corporadon

Alabama-Tennessee Natural Gas Company

Alberta Gas Trunk Line Co., Lid.
Alberta Namral Gas Co.

ALGAS, S.A.

Algonquin Gas Transmission Co.
Allied New Hampshire Gas Company
American Gas Association
Arkansas-L_ouisiana Gas Company
Arkansas-Missouri Power Company
Arkansas Western Gas Company
Association Gas District of Florida, Inc.
Atlanta Gas Light Company
Australian Gas Light Company

B. C. Gas Company

Baltimore Gas and Electric Company
Battle Creek Gas Company .
Bay State Gas Company

Berkshire Gas Company (The)

BHP Petrvieurn (Americas) Inc.
BHP Pemoleamn (New Ventures) Inc.
Boston Gas Company

Brazos River Gas Company
Bridgeport Gas Company

Brisbane Gas Company, Ltd.

British Gas PLC
Brockton Taunton Gas Company
Brookiyn Union Gas Company
Buzzards Bay Gas Company

CP National Corp.

Carmody & Tomance

Canadian Western Natural Gas Co., Lid.
Cape Cod Gas Company

Cascade Natural Gas Corporation
Cartalana de Gas y Electricidad S. A.
Centra Gas Alberra, Inc.

Centra Gas Manitoba, Inc.

Central Hudson Gas & Electric Corp.
Central Illinois Electric & Gas Co.
Cenual Hlinois Light Company
Cenual Ilincis Public Service Co.
.Central Indiana Gas Company
Central Telephone & Utilities Corp.

& Stone & Webster Management Consultants, Inc.

Champiain Pipeline Project
Chesapeake Utilites
Chinese Petroleumn Corporation
Cincinnad Gas & Electric Company
Cides Service Gas Company
Citizens Gas Fuel Company
Citizens Gas & Coke Udlity
Citizens Utilities Company
City of Danville, Virginia - --
City of Hamilton, Chio .
City of Holyoke, Massachusans Gas and Electric
City of Mesa, Arizona
City of Norwich, Connecticut

Deparmment of Public Utilities
City of Pensacola, Florida
City of Petersburg, Virginia
City of St. Petersburg, Florida
City of Wesnfield, Massachusetts
City of Winfield
Coastal States Gas Corporation
Cody Gas Company
Colonial Gas Association, Ltd.
Colonial Gas Company
Colonial Gas Holdings, Ltd.
Colorado Interstate Gas Co.
Colorado Springs Gas Department
Columbia Gas of Kenmicky, Inc.
Columbia Gas of Maryland, Inc.
Columbia Gas of New York, Inc.
Columbiz 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 Panlo
Concord Namral Gas Corporation
Connecucut Light & Power Company
Connecticut Namral Gas Corporation
Conoco Pipeline Co.
Consolidated Edison Company of New York. Inc.
Consolidated Nawmral Gas Company
Consumers’ Gas Company



Gas Clients
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Corning Natural Gas Corporation
Cumberiand Gas Company

Dayton Power & Light Company
Delaware Power & Light Company
Delta Namral Gas Company
Distrigas Corporation

Dome Penoleurn Limited

Eastern Shore Natral Gas Co.
Eastern Utdlities Associates

East Midland Gas Board

East Ohio Gas Company
Elizabeth City, North Carolina
Elizabethtown Gas Company

El Paso Nanrral Gas Company
Empressa Nacional del Petroleo (Chile)
EnergyNorth Inc.

Energy Services of Pensacola -~
Equitable Gas Company

Essex County Gas Company

Falcon Seaboard Qil Ca.

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

Florida Gas Company

Florida Public Utilities Company
Frernantle Gas and Coke Cornpany

Gainssville Gas Company .
Gas and Fuel Corporation of Victoria
Gas Company of New Mexico

Gas del Estado (Argentina)

Gas Light Company of Coiumbus
Gas Nampral, S.A_ (Chile)

Gas Service Company

Gas Service Inc.

Gaz Inter-Cite Quebec

Gaz Metropolitain, Inc.

Geelong Gas Company

Granite State Gas Transmission, Inc.
Greater Winnipeg Gas Company
Great Falls Gas Company

Great Northern Gas Unilities, Ltd.
Greenwich Gas Company

Gulf Coast Namural Gas Company
Gulf States Utilities Company

Hartford Electric Light Company
Hasdngs Utilities

Hindustan Petroleum Corporation
Hobbs Gas Company

Henolulu Gas Company

Hope Namral Gas Corporation
Houston Nawral Gas Corporation
Houston Industrial Gas System

ICG Canadian Propane

ldaho Natural Gas Company

Industrial Gas Supply Corporation
Inland Natral Gas Company, Ltd.
Inter-City Gas Corp., Inc.
intermountain Gas Company
Interprovincial Pipe Line Limitad
Interstate Power Company

Iowa Electric Light & Power Company
lowa-Dlinots Gas & Eleciric Company
Iowa Public Service Company
Iroquois 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 & Elecric Company

Main Gas Werke (Germany)

Manchester Gas Company

Manila Gas Corporation

Memphis Light, Gas & Watzr Division
Metropolitan Uhilides District of Omaha
Michigan Consolidated Gas Company
Michigan Gas & Elecmic Company
Michigan Gas Unlides Company
Michigan-Wisconsin Pipe Line Company
Mid-American Pipeline Tompany
Midland Cogeneration Venture
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Midwest Energy Corp.

Midwesiern Gas Transmission Company

Mississippi Valley Gas Company
Missouri Utilities Company
Mabile Gas Service Carporation
Montana-Dakota Utilities Company
Montana Power Company
Mountain Fuel Supply Company
Mustang Fuel Corporation

Nanmcket Gas & Electric Company
Nashville Gas Company

National Fuel Gas Company
National Fue} Gas Supply Corp.
National Fuel Gas Distribution Corp.
Narional Gas & Oil Corporation
Narional Utilities & Industries Corp.
Namral Gas Pipeline Co. of America

New Bedford Gas & Edison Light Co.

New Britian Gas Light Comnpany
New England Gas Association

New Haven Gas Company

New Jersey Natural Gas Company
New York Gas Group

New York State Electric & Gas Corp.
New York State Natural Gas Corp.
New Zzaland Gas Association

North Carolina Narural Gas Corp.

- North Shore Gas Company
Northeast Utilities Servicz Company
Northern and Central Gas Corp., Lid.
Northern Olinois Gas Company
Northern Indiana Public Service Co.
Northern Minpesota Utilines
Northemn:Namural Gas Company
Northem States Power Company
Northern Utilities Inc.

Northwest Pipeline SGS Customer Group

Northwestem Public Service Company
Northwestemn Utilities, Lid.
Northwest Natral Gas Company

Ohio Fuel Gas Corporation

Ohic Gas Company

Ohie Public Utility Commission
Okaloosa County Gas District
Oklahoma Gas & Electric Company

Oklahoma Namral Gas Company
Orange and Rockiand Utilities, Inc.

Pacific Lighting Service & Supply Co.
Pacific Power & Light Cornpany
Panhandle Eastern Pipe Linz Company
Pecos Valley Gas Company

Penn Fuel Gas Ca.

Permsylvania Gas Company
Pennsylvania Gas & Water Company
Pennsyivania Gas Association

Pennzoil United, Inc.

Peaples Gas Light & Coke Company
Peoples Gas System

Peoples Namral Gas Cornpany

Peoples Natural Gas Company of South Carolina
Permian Basin Pipeline Company
Philadeiphia Gas Commission
Philadelphia Gas Works

Piedmont Nawral Gas Company
Pioneer Natural Gas Company
Piains-Western Gas, Led.

Polar Gas / McKenzie Delta

Producers Gas Company

Providence Gas Company

Pubiic Serviez Company of North Carolina, Inc.
Public Service Elecmic & Gas Company
Puerto Rico Gas Co., Inc.

Quebec Natural Gas Corporation

Richmond Gas Corporation
Roancke Gas Company
Rochester Gas & Electric Corporation

St. Lawrence Gas Cornpany, Inc.

San Diego Gas & Elecmic 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, Lid.
South Carolinz Electric & Gas Company
South County Gas Company

South Eastern Gas Boand

South lersey Gas Company

Southeastern Michigan Gas Company
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Southeastemn Public Service Company
Southemn California Gas Company
Southern Connectcut Gas Company
Southemn Indiana Gas & Electric Co.
Southern Namral Gas Company
Southern Union Gas Company
Southwest Gas Corporation
Southwestern Energy Co.

Springfield Gas Light Company
Stadtwerke Dusseldorf

Stadtwerke Wiesbaden Ag.

Suffolk Gas Company

Sugar Bowl Gas Company, Inc.
Sultanate of Oman

Syracuse Suburban Gas Company, Inc.

Technischen Werke der Stadt Snittgart
Tenneco Inc.

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

Transco Companies, L.

Transok Pipeiine Company
Transcontinental Gas Pipe Line Corp.

Trans Quebec & Maritimes Pipelines, Inc.

Tropical Gas Company
Tucson Gas & Electric Company
T. W. Phillips Gas & Qi} 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 Namral Gas Company

United Suburban Gas Company, Lid.
United Texas Transmission Co.

Valero Energy Company

Valley Gas Company oo
Vermont Gas Systems, Inc. -~
Virginia Electric & Power Company
Volunteer Namral Gas Company

Wales Gas Board

Washingron Gas Light Company
‘Washington Nawral 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 & Gii Company

Wisconsin Distributor Corp.

Wisconsin Gas Company

Wisconsin Public Service Corp.
Wisconsin Scuthern Gas & Appliance Corp.
World Bank (JBRD)

Wyoming Gas Company

York County Gas Company

Stone & Webster Management Consuitants, Inc.

One Penn Plaza
New York, New York 10119
(212) 290-7190
FAX (212) 290-7033

New York ¢ Boston + Denver » Houston = Atlanta

&4 — . .
At Stone & Webster, a century of experience, an unparalieled network of specialized technical and managerial
expertise, and a tradition of quality and integrity stand behind comprehensive consulting services. 109
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Summaries of Legisiation
Anthorizing the Issuance
of Gas Works Revenue Bonds
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The following are .summaries of certain provisions of The First Class City
Revenue Bond Act (the "Act™) and the General Gas Works Revenue Bond Ordinance of 1975,
as amended (the "General Ordinance"), which authorize the issuance of Gas Works Revenue
Bonds generally and the Fifteenth Supplemental Gas Works Bond Ordinance (the "Fifteenth
Supplementai Ordinance") which authorizes the issuance of the Fifteenth Series Bonds. The
summaries are not, and should not be regarded as, complete statements of the provisions of this
legislation or of the portions thereof summarized. Reference is made to the Act, the General
Ordinance and the Fifteenth Supplemental Ordinance, copies of which are available from the
Office of the Director of Finance, 13th Floor, 1600 Arch Street, Philadelphia, Pennsylvania
19103, for the complete terms and provisions thereof. Certain terms used in this summary are
defined below. Other terms used herein are defined in the Act, the General Ordinance and the
Fifteenth Supplemental Ordinance and, uniess otherwise stated, shall have the'meanings set forth

therein.

THE FIRST CLASS CITY REVENUE BOND ACT

(Act 234 of the General Assemb]y' of the Commonwealth)
approved October 18, 1972, P.L. 955; 53 P.S. §§15901-24)

General Authorization; Definitions; Bonds to be Special Obligations

The Act is intended to provide a comprehensive authorization to the City of
Philadelphia (the "City") and any other Pennsylvania city of the first class to issue revenue bonds
("Bonds") to finance various types of projects or io refund previously issued Bonds, as more
fully described herein under "Refunding.”

"Project” is defined to include, inter alia, any building, structure, facility or
improvement of a public nature, the related land and rights or leasehold estates therein and the
related furnishings, machinery, apparatus or equipment of a capital nature, which the City is
authorized to own, construct, acquire, improve, lease, operate, maintain or support; any item
of construction, acquisition or extraordinary maintenance or repair thereof;.-the City's share of
the cost of any of the foregoing undertaken jointly with others; and any combination of the
foregoing or any undivided portion of the cost of any of the foregoing as may be designated a
"project” by the City for financing purposes and in respect of which the City may reasonably
be expected to receive Project Revenues.

"Project Revenues” mean, in respect of a Project, all rents, rates, tolls or charges
imposed or charged for the use or product of or services generated from the Project to the
ultimate users or customers thereof, all payments under bulk contracts with municipalities,
government instrumentalities or other bulk users, all subsidies or payments payable by federal,
state or Jocal governments or governmental agencies on account of the cost of operation of the
Project, or the payment of the principal of or interest on moneys borrowed to finance the cost
of the Project, and may include reasonable estimates of all interest on and profits from
investment of moneys derived from the foregoing.

C-1
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Bonds issued under the Act are required to be payable solely from Project
Revenues and to be secured solely by such revenues and by any reserve funds which may be
created or funded in connection with the Bonds. The Bonds are not permitted to piedge the
credit or taxing power of the City, to create a debt or charge against the tax or general revenues
of the City, or to create a lien against any City property other than the Project Revenues pledged
therefor and against the reserve funds established in respect of the Bonds. The obligations
represented by the Bonds do not constitute a debt of the City, and are excluded from the
calculation of the City’s debt-incurring capacity under the Pennsylvania Constitution.

Estimate of Future Revenues

In order 10 establish that Project Revenues will be sufficient to amortize all Bonds
outstandmg, the Act requires a finding to be made in the ordinance aur.honzmg the issuance of
the Bonds that the pledged Project Revenues will be sufficient to pay any prior parity charges
-on such pledged Project Revenues and the principal of and interest on the Bonds. This finding
is to be based on a report of the chief fiscal officer of the City filed with the City Council and
supported by appropriate schedules and summaries. The report of the chief fiscal officer of the
City may be based on the final report of the head of the department or agency of the City having
Jurisdiction over the project or on a certificate of registered engineers engaged by the City to

compile relevant data.

For the purpose of estimating future Project Revenues, the Act provides that only
the following shall be included: (i) those rents, rates, tolls or charges to the general public
which, under existing authorizations, are or will be in effect and will be reasonably collectible
during the fiscal year under the rate schedule which is or will be in effect during such fiscal
year, or which may be imposed by administrative action without future legislation; (if) those bulk
payments which may be imposed under existing legisiation or which are provided under existing
agreements or are the subject of an expression of intent by the prospective obligor deemed
‘'reliable by the chief fiscal officer of the City; and (iii) those governmental subsidies or payments
which, under existing legislation, are subject to reasonably precise calculation and, unless stated
in such lcglslanon or authorization to be of an annual or more frequently recn.rrmg nature, are

payable in such year.

-Details of Bonds and City Covenants

The Act provides that the ordinance authorizing the issuance of the Bonds shall
fix the aggregate amount of Bonds to be issued from time to time and determine, or designate
officers of the City to determine, the form and details of the Bonds. Subject to applicable
constitutional provisions, the City may include in its bond ordinance various covenants with
bondholders, including covenants governing the segregation, custody, investment and
disbursement of construction funds, the imposition, collection and disbursement of Project
Revenues, the operation and maintenance of the Project, the establishment, segregation,
maintenance, custody, investment and disbursement of sinking funds and reserves, the issuance
of additional priority or parity Bonds, the redemption of Bonds, the rights and remedies of
bondholders upon default, and such other provisions as the City deems necessary or desirable
in the interest of or for the protection of the City or of such bondholders. Under the Act, such
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covenants, terms and provisions of the bond ordinance constitute contractual obligations of the
City subject to modification, with such limitations as may be specified in the bond ordinance,
by agreement with a majority in interest of the bondholders or such ilarger portion thereof as
may be provided in the bond ordinance.

Sinking Fund

The Act requires that the bond ordinance shall provide for the establishment and
maintenance of a sinking fund or shall designate a previously established sinking fund for the
payment of the principal of and interest on the Bonds. Payment into such sinking fund shall be
made in annual or more frequent installments and shall be sufficient to pay or accumulate for
payment all principal of and interest on the Bonds for which the sinking fund is established, and
all State taxes, if any, assumed by the City to be paid on such Bonds, as and when the same
shall become due and payable. The sinking fund shall be managed by the chief fiscal officer of
the City and moneys therein, to the extent not currently required, shall be invested, subject to
limitations established by the bond ordinance and the Act. Interest and profits from investment
of moneys in the sinking fund shall be added to such fund and may be applied in reduction of
or to complete required deposits to the sinking fund. Excess moneys in the sinking fund shall
be repaid to the City for its general purposes or as otherwise provided in the bond ordinance.
All moneys deposited in the sinking fund, including the Sinking Fund Reserve established by the
General Ordinance, are subject to a perfected security interest for the Bonds for which the
sinking fund is estabiished until properly disbursed.

Refunding

Bonds outstanding under the Act or other bonds issued for purposes for which
Bonds are issuabie under the Act, whether issued before or after the effectivew of the Act,
may be refunded by Bonds issued under the Act and are subject to the same protections and
provisions required for the issuance of an original issue of Bonds, provided that the maturity
date of the refunding Bonds is not later than ten years after the last stated maturity date of the
Bonds to be refunded. If outstanding Bonds are refunded in advance of their maturity or
redemption date, the principal of and interest to payment or redemption date and redemption
premium payable, if any, will no longer be deemed to be outstanding obligations when the City
shall have deposited with a bank, bank and trust company or trust company funds represented
by demand deposits, interest-bearing time accounts, savings deposits, certificates of deposit or
specified obligations of the United States or of the Commonwealth of Pennsylvania (which, in
each case, are insured or secured as public deposits), the principal and interest of which are
sufficient to effect, and are irrevocably pledged to, the redemption or payment of such Bonds
and, in the case of redemption, notice of such redemption or irrevocable instructions to give
such notice shall have been duly given.

Validity of Proceedings: Suits and Limitations Thereon
Prior to the delivery of any Bonds, the City must file with the Court of Common

Fleas of Philadelphiz County (the "Court") a transcript of the proceedings authorizing the
1ssuance of the Bonds. If no action asserung the invalidity of such proceedings is brought on
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or before the twentieth day following the date of recording of the transcript, the validity of the
proceedings, the City’s right to issue the Bonds, the lawful nature of the purpose for which the
Bonds are issued, and the validity and enforceability of the Bonds in accordance with their terms
may not thereafter be inquired into judicially, in equity, at law, or by civil or criminal
proceedings, or otherwise, either directly or collaterally, except where a constitutional question

is involved.

Negotiable Instruments

The Act provides that Bonds issued thereunder shall have all the qualities and incidents
of securities under Article 8 of the Uniform Commercial Code of the Commonwealth of

Pennsylvania and shall be negotiable instruments. 0

Exemption from State Taxation

The Commonwealth pledges with the holders from time to time of Bonds issued
under the Act that such Bonds, their transfer and the income therefrom, including any gains
made on the sale thereof (other than underwriting profits in a distribution thereof), shall at all
times be free from taxation within and by the Commonwealth of Pennsylvania, but this
exemption does not extendto underwriting profits or to gift, succession or inheritance taxes or
any other taxes not levied directly on the Bonds, the receipt of income therefrom or the
realization of gains on the sale thereof.

Defaults and Remedies

If the City should fail to pay the principal of or interest on any of the Bonds when
the same shall be due and payable, the remedy provisions of the Act permit the holder of any
such Bond, subject to the limitations described below, to recover the amount due in an action
in the Court. However, a judgment rendered in favor of the bondholder in such an action is
collectible only from the assessments, revenues, rates, rents, tolls and charges from the Project
which are pledged for the payment of the Bonds.” The holders of 25% in aggregate principal
amount of any series of Bonds which are in default, whether because of failure of timely
payment which is not cured within 30 days or failure of the City to comply with any other
provisions of the Bonds or any bond ordinance, may appoint a trustee to represent them. On
being appointed, the trustee shall be the exclusive representative for the holders of such series
of Bonds and an individual right of action in the Court shall no longer be available. The trustee
may and, upon written request of the holders of 25% in aggregate principal amount of such
Bonds, and on being furnished with indemnity satisfactory to it, shall take one or more of the
following actions which, if taken, shall preclude similar action, whether previously or
subsequently initiated, by individual holders of Bonds: enforce, by proceedings at law or in
equity, all rights of the holders of Bonds; bring suit on the Bonds; bring suit in equity to require
the City to make an accounting for all pledged Project Revenues received and to enjoin unlawful
action or action in violation of the holders’ rights; and, after 30 days’ written notice to the City,
declare the unpaid principal of the Bonds to be immediately due and payable, together with inter-
est thereon at the rates stated in the Bonds until final payment, and, upon the curing of all
defaults, to annul such declaration. The Court of Common Pleas, in extreme cases of hardship,
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may provide for the payment of sums levied in five or less annual installments with interest at
a rate sufficient to cover the interest accruing on the Bonds. In any suit, action or proceeding
by or on behalf of holders of defaulted Bonds, trustee fees and expenses, including operating
costs of a Project and reasonable counsel fees, which are allowed by the Court, shall be deemed
additional principal due on the Bonds and shall be paid in full from any recovery prior to any
distribution to the hoiders of the Bonds. The General Ordinance limits any such recovery to
Project Revenues. The trustee shall make distribution of any sums so collected in accordance
with the Act.

Refunding With General Obligation Bonds

Upon certification by the City's chief fiscal officer that Project Revenues for the
payment of Bonds have become insufficient to meet the requirements of the ordinance or
ordinances under which the Bonds were issued, the City Council is empowered, but not
required, subject to applicable Pennsylvania Constitutional debt limitations, to authorize the
issuance and sale of general obligation refunding bonds of the City without limitation as to rate
of interest, in such principal amount (subject to the aforesaid limitations on indebtedness) as may
be required, together with other available funds, to pay and redeem such Bonds, together with
interest to the redemption date and redemption premium, if any.

Bond Anticipation Notes

The City is authorized by the Act to issue revenue bond anticipation notes which shall
be payable by exchange for, or out of the proceeds of the sale of, a designated series of revenue
Bonds referred to in such bond anticipation notes. The reference to the revenue Bonds shall
specify a maximum raie of interest to be borne by such Bonds.

THE GENERAL ORDINANCE

Ordinance of: City Council approved May 30, 1975 - Bill No. 1871 (the "Genéral Ordinance”),
as amended by Ordinance of City Council approved July 26, 1979 - Bill No. 2068, Ordinance
of City Council approved July 31, 1980 - Bill No. 274, Ordinance of City Council approved
September 22, 1982 - Bill No. 1316, Ordinance of City Council approved May 17, 1985 - Bill
No. 534 and Ordinance of City Council approved January 28, 1993 - Bill No. 379. Pursuant
to the authorization contained in the Act, the City has adopted the General Ordinance. The City
has made a pledge of, and has granted a security interest in, all Project Revenues and all
accounts, contract rights and general intangibles representing Project Revenues for the security
and payment of all Bonds issued under the General Ordinance.

Definitions
"City Charges" are defined to be the proportionate charges for 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
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contained in the agreement berween the City and the manager of the Gas Works and all other
payments made to the City from Project Revenues.

"Fiscal Year" is defined as the fiscal year for the Gas Works provided in any
ordinance of the City from time to time enacted and, if no other Fiscal Year is estabiished by

ordinance, it shall mean the fiscal year of the City.

"Net Operating Expenses” are defined to be Operating Expenses exclusive of City
Charges.

"Operating Expenses” are defined to be 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 including, without limitation, the manager’s feg salaries and wages,
purchases of services by contract, costs of materials, supplies and expendable equipment,
maintenance costs, costs of any property or the replacement thereof or for any work or capital
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 requirements, provision for
claims, refunds and uncollectible receivables and for City Charges, all in accordance with
generally acceptable municipal accounting principles consistently applied, but shall exclude
depreciation and interest and sinking fund charges.

"Project Revenues” are defined to include 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, including ail
accounts, contract rights and general intangibles representing the Project Revenues and all

proceeds of any of the foregoing.

Additional Bonds

Bonds may be issued in one or more series as the City may from time to time
determine by supplemental ordinance (a "Supplemental Ordinance”). The General Ordinance
provides for the method of setting the details and terms of the Bonds authorized by such
Supplemental Ordinance. The General Ordinance sets forth the general form and content of
Bonds, the manner of making payment of principal, interest and premium, the requirements
governing such payment, the rules regarding registration, transfer and exchange of Bonds, and
general provisions governing redemption and the effect thereof. The General Ordinance
authorizes the issuance of definitive and temporary Bonds, provides for the execution of the
Bonds and provides for the issuzance of Bonds to replace mutilated, destroyed, lost or stolen
Bonds. The General Ordinance authorizes the issuance of Bonds in book-entry form and the sale
of Option Rights (the right to call Bonds of a series for mandatory tender for purchase).

Purposes For Which Bonds May Be Issued, Conditions of Issuance, Engineering Report

Bonds may be issued to (1) pay the cost of projects related to the Gas Works, (2)
reimburse any City fund from which such costs shall have been paid or advanced, (3) fund any
such cost for which the City shall have outstanding bond anticipation notes or other obligations,
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(4) refund any Bonds of the City issued for the foregoing purposes under the Act, or (5) refund
any general obligation bonds of the City issued for the foregoing purposes. However, the City
covenants that it will not issue Bonds to provide funds to refund general obligation bonds or

notes issued prior to January 1, 1974,

The City covenants that so long as any Bonds shall remain outstanding, no Bonds
will be issued unless the financial report of the City’s chief fiscal officer, required by the Act
to be filed with the City Council in connection with such issuance, 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 of the operation of
gas works or gas distribution systems of the magnitude and scope of the-Gas Works and a
favorable reputation for competence in such field. The report must set forth the qualifications
of the engineers and must contain a statement that the engineers have made an investigation of
the physical properties and of the books and records of the Gas Works, as they deemed
necessary. On the basis of such investigation, the engineering report must contain the same
matiers, statements and opinions as are required to be contained in the report of the chief fiscal
officer to the City Council, namely: (1) a brief description of the project or projects for which
the Bonds are to be issued, (2) a statement identifying the sources from which the pledged
Project Revenues are to be derived; (3} a statement that, on the basis of actual and estimated
future annual financial operations of the Project from which the pledged Project Revenues are
to be derived, the Project will, in the opinion of the engineers, yield pledged Project Revenues
over the amortization period of such Bonds sufficient to meet the payment or deposit
requirements of operating expenses, reserve requirements, debt service of all Bonds outstanding
for which Project Revenues are pledged and surplus requirements fixed by the General
Ordinance or the Suppiemental Ordinance authorizing the issuance of any series of Bonds, and
(4) that the revenues upon which the preceding statements are based comply with the definition
of "Project Revenues” contained in the Act. The General Ordinance also requires that the
engineering report state that the pledged Project Revenues are currently and will be sufficient
to comply with the Rate Covenant and that the Gas Works are in good operating condition or
that adequate steps are being taken to make them so. .

Prior to the issuance of the Bonds, a transcript of the proceedings authorizing the
issuance of the Bonds, including the engineering report, shall be filed with the Fiscal Agent.

Security

The Bonds are and will be equally and ratably secured by a pledge of and a
security interest in all Project Revenues and the Sinking Fund, including the Sinking Fund
Reserve. B



Priority in Application of Project Revenues

Prior to default, the General Ordinance, together with the General Inventory and
Receivables Gas Works Revenue Note Ordinance of 1993 (Bill No. 523, approved June 8, 1993)
establishes the following priorities in the application of Project Revenues during each fiscal year:

First: to Net Operating Expenses;
Second: to required payments into the Sinking Fund to pay the principal of

and interest on all Bonds issued under the General Ordinance and t0 accumulate, or to restore
any deficiency in, the Sinking Fund Reserve;

Third: to the payment of general obligatior'i;'°bonds which have been
adjudged to be self-liquidating on the basis of expected revenues from the Gas Works;

Fourth: to the payment of interest and sinking fund charges of other general
obligation debt incurred for the Gas Works; and

Fifth: to the payment of the principal of and interest on the Gas Works
Notes, to the payment of any amounts owed to the issuer of the Credit Facility established with
respect to the Gas Works Notes and to the payment of any other temporary loans or indebtedness
of the City secured by a pledge of the Project Revenues; and

Sixth: to the payment of City Charges including the Base Payment
(currently $18,000,000) and the payment of rentals under the Lease (described under the caption,
"ADDITIONAL DEBT") on a parity basis after the payments listed in items First through Fifth

above.

The balance of the Project Revenues in any fiscal year may, upon the approval of the Gas
Commission, be paid to the City, provided that in a given fiscal year the balance so paid does
not exceed the amount of earnings on the Sinking Fund Reserve transferred and paid to PGW's
operating funds during the same fiscal year.

The General Ordinance does not require the segregation of revenues upon their collection
prior to default.

Rate Covenant

The City covenants that it has authorized the imposition of rates and charges by
the Gas Commission sufficient to comply with the Rate Covenant in the General Ordinance, and
that it will not repeal or materially adversely dilute such authorization.
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The Rate Covenant requires the City, ata mihimum, to impose, charge and collect
in each Fiscal Year such gas rates and charges as shall, together with all other Project Revenues
to be received in such Fiscal Year, equal not less than the greater of:

A. The sum of:
(1) all Net Operating Expenses payable during such Fiscal Year;

(ii)  150% of the amount required to pay Sinking Fund requirements for the
principal of and interest on all Bonds issued and outstanding under the General Ordinance which
will become due and payable during such Fiscal Year; and S

(iif)  the amount, if any, required to be paid into the Sinking Fund Reserv
during such Fiscal Year; or ‘

B. The sum of:

(0 all Net Operating Expenses payable during such Fiscal Year; and

(i)  all Sinking Fund deposits required during such Fiscal Year in respect of
all outstanding Bonds and in respect of all outstanding 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.

Additional Covenants

The City further covenanis (1) that it will pay or cause to be paid from the Project
Revenues the principal of, premium, if any, and interest on all Bonds as the same shall become
due and payable; (2). that it will continuousty maintain in good condition and operate the Gas
Works; and (3) that it will not, in any Fiscal Year, pay from Project Revenues any City Charges
or deposit from the Project Revenues in the general sinking fund of the City any sinking fund
charges in respect of general obligation bonds of the City unliess, prior to or concurrently with
such payment, it shall satisfy all Sinking Fund requirements on Bonds outstanding under the
General Ordinance for such Fiscal Year.

Report Requirements

The City shall file with the Fiscal Agent not later than 120 days after the close of each
Fiscal Year a report of the operation of the Gas Works, including specified financial data,
showing compliance with the Rate Covenant and accompanied by a certificate of the manager
of the Gas Works that the Gas Works are in good operating condition and a certificate of the
Director of Finance that, as of the date of such report, the City has complied with all covenants
and requirements of the General Ordinance and Supplemental Ordinances. Copies of such report
will be available to Bondholders and may be inspected and copied at all reasonable times by
Bondholders or their representatives.

C-9



General Obligation Bonds - Junior Lien Revenue Bonds

The City reserves the right to finance Gas Works Projects by issuing (1) generai
obligation bonds or (2) under authorization other than the General Ordinance and Supplemental
Ordinances, revenue bonds for the payment of which Project Revenues may be pledged,
provided that such pledge is subject and subordinate to the prior payments in each Fiscal Year
of all principal, premium, interest and Sinking Fund requirements of all Bonds issued under the

General Ordinance.
Sinking Fund and Sinking Fund Reserve

A Gas Works Revenue Bond Sinking Fund is established for the benefit of all Bonds
issued under the General Ordinance which shall be held in an account separate and apart from
all other accounts of the City. On or before each interest and principal payment date for the
Bonds, the Director of Finance shall deposit in the Sinking Fund from Project Revenues the
amount sufficient, together with interest and profits on investments held therein, to pay the
principal of and interest on the Bonds due and payable on such interest or principal payment
date. The General Ordinance authorizes the appointment, in accordance with legal procedures,
of one or more banks to act as Fiscal Agent and/or paying agent for all Bonds or for any series
of Bonds issued thereunder and reserves to the City the right to appoint other or additional banks
from time to time. The Fiscal Agent for any particular series will act as registrar and Sinking
Fund Depositary for that series. The moneys in the Sinking Fund are required to be secured,
and invested and reinvested under management of the Director of Finance.

The Sinking Fund Reserve is established as a separate account in the Sinking Fund and
is t0 be held by the Sinking Fund Depositary. The Sinking Fund Reserve shall be funded from
either (i) the proceeds of each series of Bonds in an amount equal to the maximum amount
required in any Fiscal Year to pay the debt service on the Bonds of such series becoming due
and payable in such Fiscal Year or (ii) the accumulation of Project Revenues over a period of
not more than six Fiscal Years.

The moneys and investments (valued at market) in the Sinking Fund Reserve shall be
maintained in an amount equal at all times to the maximum principal and interest requirements
in any subsequent Fiscal Year of all Bonds issued and outstanding under the General Ordinance;
provided, however, that the Supplemental Ordinance authorizing the issuance of any such series
may provide for the funding of such amount from Project Revenues over a period of not more
than six Fiscal Years after the issuance and delivery of such Bonds. If at any time the moneys
in the Sinking Fund, other than in the Sinking Fund Reserve, are insufficient to pay when due
the principal of (and premium, if any) or interest on any Bond or Bonds, the Sinking Fund
Depositary shall withdraw from the Sinking Fund Reserve and pay 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 covenants to restore such deficiency by
daily deposits of at least 50% of Project Revenues.
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Transfer of Income on Sinking Fund Reserve

The General Ordinance provides that all interest and income earned on moneys held in
the Sinking Fund Reserve may, to the extent not required to comply with the requirements of
the General Ordinance relating to the Sinking Fund Reserve, be transferred to the operating
funds of the Gas Works 10 be applied as Project Revenues in accordance with the terms of the
General Ordinance. To the extent that in any Fiscal Year a balance remains in the Project
Revenues, such balance, upon approval of the Gas Commission, may be paid to the City,
provided that in a given Fiscal Year such balance does not exceed the amount of Sinking Fund
Reserve Earnings transferred 1o the operating funds during the same Fiscal Year.

g
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Remedies; Limitations on Liabilities of City

In addition to the remedies provided by the Act, if the City shall fail or neglect to make
deposits into the Sinking Fund, including the Sinking Fund Reserve, in the amounts and at the
times required by the General Ordinance or if, for any reason, moneys in the Sinking Fund shall
be insufficient to pay debt service on any Bonds, the City shall, immediately and without notice,
deposit on a daily basis 50% of all Project Revenues, or such greater percentage thereof as the
Director of Finance shall determine, in the Sinking Fund, so long as the default or deficiency
shall continue. The General Ordinance provides that all remedies are enforceable only against
pledged Project Revenues and invesiments thereof, and that no decree or judgment against the
City on an action brought under the provisions of the General Ordinance shall order, or be
construed to permit, the occupation, attachment, seizure or sale upon execution of any other

property of the City.
Amendments

The General Ordinance and any Supplemental Ordinance may be amended without the
consent of any bondholders (1) to cure ambiguiiies, formal defects or omissions, (2} to grant to
Bondholders or any trustee therefor additional rights, remedies, powers or security, or (3) to
comply with mandatory provisions of state or federal law or with permissive provisions of such
law which do not substantially impair the security or right 1o payment of Bondhoiders. The
General Ordinance and any Supplemental Ordinance may be amended in such other respects as
may be authorized by 67% in principal amount of the holders of Bonds outstanding and affected,
but no alteration of the amount, rate or time of payment, respectively, of the principal thereof
or the interest thereon or of the redemption provisions thereof may be made without the consent
of the holders of all Bonds outstanding and affected.

Amendments Not Affecting Outstanding Bonds

The General Ordinance or any part thereof may be amended and the foregoing covenants
(including the Rate Covenant) may be rescinded, amended or supplemented by further covenants
and agreements, from time to time by Supplemenial Ordinance, but no such amendments or
further provisions, terms, covenants or agreements contained in a Supplemental Ordinance,
other than those permitted by and adopted pursuant to 8.01 of the General Ordinance governing
amendments generally, which shall be inconsistent with, or would impair a prior covenant in,
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the General Ordinance as at the time amended or supplemented, shall become effective until all
Bonds, the hoiders of which are entitled to the protection of, or to force compliance with, such
prior provisions or covenants, shall cease to be outstanding.

THE FIFTEENTH SUPPLEMENTAL ORDINANCE

(Ordinance of City Council approved December 23, 1993,
Bill No, 693}

The Fifteenth Supplemental Ordinance authorizes the Mayor, City Controller and
Ciry Solicitor (the "Bond Committee”), or a majority of them, to sell,’in one or more series, Gas
Works Revenue Bonds in the maximum aggregate principal amount of $300,000,000 provided
that such aggregate principal amount may be increased to reflect sales of such Bonds at discounts
which are in lieu of periodic interest, so long as the aggregate gross proceeds to the City from
the sale of such Fifteenth Series Bonds do not exceed $300,000,000, and authorizes a majority
of the Bond Committee to establish the terms and provisions of such Fifteenth Series Bonds.

The Fifteenth Supplemental Ordinance states that the Fifieenth Series Bonds are
to be issued for any or all of the following purposes: (i) acquiring and cons:ructing the capital
improvements included in the capital program of PGW as from time to time included in the
capital budgets of PGW, as approved by City Council; (ii) refunding of all or 2 portion of
certain series of the City's outstanding Gas Works Revenue Bonds, as designated by the City's
Director of Finance; (iii) paying the costs of issuing the Fifteenth Series Bonds, and making any
required deposit to the Sinking Fund Reserve; and (iv) paying 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 of Project Costs. '

Based on the report of the Director of Finance filed with City Council pursuant
to the Act, the Fifteenth Supplemental Ordinance determines that the pledged Project Revenues
(as defined in the General Ordinance} will be sufficient to comply with the Rate Covenant
contained in the General Ordinance and also to pay all costs, expenses and payments required
to be paid therefrom in their order of priority as set forth in the General Ordinance.

The City covenants in the Fifteenth Supplemental Ordinance that the proceeds of
the Fifteenth Series Bonds applicable to the refunding of the Refunded Bonds will be deposited
in one or more escrow or similar accounts with the Fiscal Agent (as defined in the General
Ordinance), separate and apart from all other accounts of the City or Gas Works.

The City covenants in the Fifteenth Supplemental Ordinance that the proceeds of
the sale of the Fifieenth Series Bonds which remain available for payment of costs of capital
improvements shall be deposited in, held in and disbursed from one or more unsegregated
accounts of PGW which shall be separate and apart from and not commingled with the
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consolidated cash account of the City or any other account of the City not held exclusively for
Gas Works purposes.

The City covenants in the Fifteenth Supplemental Ordinance that, so long as any
Fifteenth Series Bonds issued thereunder remain unpaid, it shall make payments or cause
payments to be made out of the Sinking Fund created under the General Ordinance at such times
and in such amounts as shall be sufficient to pay interest on and principal of any Fifieenth Series
Bonds when due.

The Fifteenth Supplemental Ordinance authorizes the Director of Finance and any
member of the Bond Committee to make such covenants as may be necessary or advisable to
insure that interest on the Fifteenth Series Bonds shall be excludible from gross income for
purposes of federal income taxation.

The Fifteenth Supplemental Ordinance authorizes the City to accumulate from
Project Revenues over a period of not more than six Fiscal Years from the daie or dates of
issuance and delivery of the Fifteenth Series Bonds issued thereunder the amount required to be
deposited in the Sinking Fund Reserve in respect thereof,
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CERTAIN INFORMATION CONCERNING
THE CITY OF PHILADELPHIA

This Appendix presents certain financial and demographic information regarding the City of
Philadelphia.

THE GOVERNMENT OF PHILADELPHIA

General

The City of Philadelphia (the “City”) was founded in 1682. In 1854, the City and County of
Philadeiphia were merged. There are two principal governmental entities in Philadelphia: (1) the City,
which performs not only the ordinary municipal functions but also all of the traditional county functions:
* and (2) the School District, having boundaries coterminous with the City. which has responsibility for all
public primary and secondary education activities. The court system in Philadelphia, consisting of
Common Pleas, Municipal and Traffic Courts, is part of the Commonwealth of Pennsylvania (the
“Commonwealth”) Judicial System. Although judges are paid by the Commonwealth, all other court
costs are paid by the City, with partiaf reimbursement from the Commonwealth.

The City is governed primarily under the Home Rule Charter. which provides for the election,
organization, powers and duties “of the legislative branch (the “City Council”): the powers and duties of
the exscutive and administrative branch; and fiscal and budgetary matters, contracis, procurement,
property and records, An independent Chaner Commission was established in 1992 by City Council and
signed into law by Mayor Edward Rendell. Under the law, the Commission has the authority to
recommend new Charter provisions. However, only voters have the authority to determine if these
proposals become law, with the next opportunity coming at the polls, November 2, 1993. These
proposals may or may not affect the structure of the City’s government. The School District is governed
primarily under the 1965 Educational Supplement to the Home Rule Charter. It has no independent
taxing powers and may levy only the taxes authorized on its behalf by the City and the Commonwealth.
The School District is managed by a nine-member Board of Education appointed by the Mayor from lists
supplied by an Educational Nominating Panel that is chosen by the Mayor. In some matters, including the
incurrance of short-term and long-term debt, both the City and the School District are governed primarily
by the laws of the Commonwealth. The School District is a separate political subdivision of the
Commonwealth and the Ciry has no property interest in or claim on any revenues or property of the
School District.

Elected and Appointed Officials

The Mayor is elected for a term of four years and is eligible to succeed himself for one term. Each of
the seventeen members of the City Council is also elected for a four-year term which runs concurrently
with that of the Mayor. There is no limitation on the number of terms which may be served by members
of the City Council. Of the seventeen members of the City Council, ten are elected from districts and
seven are elected at-large, with 2 minimum of two of the seven representing other than the majority party.
Elected at the mid-point of tie term of these officials are the District Attorney and the City Controller.

Among his primary responsibilities, the City Controller audits and reporis upon the combined
financial statements of the City. In the performance of his Home Rule Charter mandared pre-audit
functions, the City Controller, who has a staff of approximately 150 persons, reviews each transaction
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involving a disbursement of City monies. This review is limited by the Home Rule Charter 10 a
verification of the certification by the Director of Finance that the proposed disbursement is made for the
purpase coniemplated by the appropriation upon which 1 is drawn and is in the correct amount. The City
Controller has investigatory authority to carry out this responsibility.

The principal officers of the City’s government appointed by the Mayor are the Managing Director of
the City (the “Managing Director”), the Director of Finance of the City (the “Director of Finance™), who
is the chief financial and budget officer and is selected from three names submitted to the Mayor by a
Finance Panel, the City Solicitor (the “City Solicitor™), who is head of the Law Department, and the City
Representative and Direcior of Commerce (the “City Representative and Director of Commerce”). These
officials form the Mayor’s Cabinet, which, together with the Mayor, constitute the major policy-making
group in the City’s government,

The Managing Director is respensible for supervising the departments and agencies of the City which
render the various municipal services provided by the City. The City Solicitor acts as tegal advisor to the
Mayor, the City Council, and all the agencies of the City government. The City Solicitor is responsible
for all of the City’s contracts and bonds, for assisting City Council, the Mayor and City agencies in the
preparation of ordinances for introduction into City Counctl, and for the conduct of litigation involving
the City. The City Representative and Director of Commerce is charged with the responsibility of giving
wide publicity to any items reflecting the activities and accomplishments of the City, its inhabitants,
commerce and industry, and is charged with the responsibility of promoting and developing commerce
and industry.

Under the Home Rule Charter, the financial functions of the City are the responsibility of the
Director of Finance. The Director of Finance is responsible for development of financial policy,
development of the annual operating budget, assistance in the development of the capital budget and the
capital program, supervision of the execuiion of the operating budget and the collection of revenues
through the Department of Revenue, supervision of purchasing and some aspects of property
management through the Procurement Department, oversight of pension administration as Chairperson of
the Board of Pensions and Retirement, development and execution of the City’s program of temporary
and long-term borrowing, direction of the treasury functions handled by the City Treasurer appointed by
the Director of Finance and general coordination of other financial matters.

The Board of Revision of Taxes, which administers the assessment of real and personal property
taxes, is appointed by the Board of Judges of the Court of Common Pleas. )

The chart on the following page summarizes the organization of the City’s government.
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ORGANIZATION OF PHILABELPHIA'S CITY GOVERNMENT
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The following are brief biographical sketches of the Mayor, his chief of staff and his cabinet:

Edward G. Rendell, Mayor, was elected in November 1991. He served as District Attorney of
Philadelphia from 1978 through 1985, and is a former partner in the law firm of Mesirov, Gelman, Jaffe,
Cramer & Jamieson. Mayor Rendell received his B A, from the University of Pennsylvania and a J.D.
from Villanova University.

David L. Cohen, Chief of Staff, is a former partner with the law firm of Ballard Spahr Andrews &
Ingersoll, where he worked from 1982 to 1991. He received his B.A. from Swarthmore College and a

1.D. from the University of Pennsylvania.

Judith E. Harris, City Solicitor, was a partner with the law firm of Pepper, Hamilton & Scheetz
before assuming her present position, Prior to that, she was managing partner of Harris and Kahn for 14
years. She has served as a member of the boards of the Southeastern Pennsylvania Transportation
Authority (“SEPTA”) and the Pennsylvania Intergovernmental Cooperation Authority (“Authority™).
She received an A.B. from Mount Holycke College and a }.D. from Howard University Law School,

Ravmond Eugene Shipman, Managing Director, was formerly the City Manager of the City of
Hartford, Connecticut. Prior to that, he was Assistant City Manager for Kansas City, Missouri for 9

years. Mr. Shipman also served as Town Manager of Chapel Hill, North Carolina from 1978 through
i981. He received his B.A_ from North Carolina Agricultural and Technical University and a Master of
Public Administration from Howard University.

Ben Hayliar, Director of Finance, served as the Director of Finance of the City of Pittsburgh for four
years beginning in October 1989. Prior to that he served as a Vice President and Division Manager.of
Equibank. From 1977-1985, Dr. Hayllar was the Assistant Executive Secretary to Pittsburgh’s Mayor
Richard Caligiuri. He holds a B.A. in Literature and a Ph.D. in Communications and Urban Affairs from
the University of Pittsburgh.

Stephen P. Mullin, City Representative and Director of Commerce, served as the Budget Director of
the City of St. Louis for seven years, as Director of Corporate Development for the Laclede Gas
Company and most recently as Deputy Director of the St. Louis Economic Development Corporation, St.
Louis’ main economic development agency. He holds an A.B. from Harvard University and an M.A. in
Economics from the University of Pennsylvania.

Government Services

Municipal services provided by the City include police and fire protection; health care; construction
and maintenance of streets, highways and bridges; trash collection and disposal; provision for
recreational programs and facilities; maintenance and operation of the water and sewer systems; the
acquisition and maintenance of City real and personal property, including vehicles; maintenance of
building codes and regulation of licenses and permits; maintenance of records; coliection of taxes and
revenues; purchase of supplies and equipment; construction and maintenance of airport facilities; and
maintenance of a prison system. Funding for most public assistance benefits or payments is provided by
the Commonweaith and the Federal government. The City shares responsibility with the Commonwealth
for costs of the Children and Youth Program and the Mental Health and Mental Retardation Program.

The City owns the assets which comprise the Philadelphia Gas Works (the “Gas Works”) which
serves residential, the commercial and industrial customers in the City and is the sole utility for natural
gas within a service area which is coterminous with the geographical limits of the City. The Gas Works is
operated by Philadeiphia Facilities Management Corporation (“PFMC™), a nonprofit corporation
specifically organized to manage and operate the Gas Works for the benefit of the City. Rates and



charges of the Gas Works are fixed by the Philadeiphia Gas Commission and not by the Public Utility
Commission of the Commonwealth. The revenues of the Gas Works are segregated from other funds of
the City. Payments for debt service on City of Philadelphia Gas Works Revenue Bonds are made directly
by the Gas Works. The Gas Works also makes an annual payment of $18,000,000 to the City's General
Fund. The Fiscal Year 1994 adopted budget includes the annual payment of §18.000.000 to the City by
the Gas Works.

Local Government Agencies

There are a number of significant governmental authorities and quasi-governmental non-profit
corporations which alsc provide services within the City.

The Southeastern Pennsylvania Transportation Authority (“SEPTA”), which.is supported by transit
revenues and Federal, Commonweaith and local funds, is responsible for developing and operating a
comprehensive and coordinated public transportation system in the Southeastern Pennsylvania region.
As of January 1, 1983, SEPTA’s Regional High Speed Line Division assumed direct operations of' the
commuter rail system formerly operated under contract by Conrail.

The Philadeiphia Parking Authority is responsible for monitoring consiruction and operation of
parking faciiities in the City and at the Philadelphia International Airport.

The Philadelphia Municipal Authority (formerly The Equipment Leasing Authority of Philadelphia)
was originally established for the purpose of buying equipment, primarily vehicles, and leasing them to
the City. Since the time of the approval of its name change, the Authority’s powers were expanded to
include the construction of waste recovery facilities for disposal of City waste, correctional facilities, and

other municipal buiidings.

The Redevelopment Authority of the City of Philadelphia (the “Redevelopment Authority”) and the
Philadelphia Housing Authority develop and administer low and moderate income rental units and
housing in the City. The Redevelopment Authority, supported by Federal funds through the City’s
Community Development Block Grant Fund and by Commonwealth and local funds, is responsible for
the redevelopment of blighted areas of the City.

The Hospitals and Higher Education Facilities Authority of Philadelphia (formerly The Hospitals
Authority of Philadelphia), among other services, assists non-profit hospitals in the City in financing
hospita! construction projects. The City does not own or operate any hospitals. In conjunction with the
change of name of this Authority, the Authority's powers were expanded to permit the financing of
construction of buildings and facilities for certain colleges and universities.

The Philadetphia Industrial Development Corporation (“PIDC™) and its affiliate, the Philadelphia
Authority for Industrial Development (“PAID™) coordinate the City’s efforts to maintain an atiractive
business environment in the City and to attract new businesses to the City.

The Pennsylvania Convention Center Authority (the “Convention Center Authority”) has been
responsibie for the design and construction of the Philadelphia Convention Center, a multi-purpose,
national convention center in the City which opened June 25, 1993. The Convention Center Authority
will maintain, manage, furnish and operate the Convention Center.



PENNSYLVANIA INTERGOVERNMENTAL COOPERATION AUTHORITY

General

The Pennsylvania Intergovernmental Cooperation Authority (“PICA™) has the power, subject to
satisfaction of certain requirements in the Act, to issue bonds and grant or lend the proceeds thereof to
the City. On June 16, 1992 PICA, at the request of the City, issued $474,555.000 of Special Tax
Revenue Bonds (City of Philadelphia Funding Program), Series of 1992 (the “PICA Bonds™). The
proceeds of PICA Bonds were used, (i) 1o make grants to the City to fund the Fiscal Year 1991 General
Fund cumulative deficit, the then-projected Fiscal Year 1992 General Fund deficit and the projected
Fiscal Year 1993 General Fund deficit of the City: (ii) to make grants to the City to pay the casts of
certain capital projects (o be undertaken by the City; (iii) to make a grant'to the.City to provide other
financial assistance to the City 1o enhance productivity in the operation of City government; and (iv) o
fund a debt service reserve fund for the holders of the PICA Bonds, to capitaiize interest on the PICA
Bonds and to pay costs of issuance. See “DISCUSSION OF FINANCIAL OPERATIONS” herein.

Five-Year Plan of the City

One of the conditions precedent to the issuance of the PICA Bonds was the creation by the City and
approval by PICA of a five-year financial pian (the “Five-Year Plan”). The original Five-Year Plan (the
“Original Five-Year Plan"), which covered Fiscal Years 1992 through 1996, was prepared by the Mayor,
approved by City Council on April 29, 1992 and approved by PICA on May 18, 1992. The City updated
the Original Five-Year Plan and the current Five-Year Plan (the “Current Five-Year Plan™) covers Fiscal
Years 1994 through 1998 and includes estimated results for Fiscal Year 1993 for comparative purposes.
It was approved by City Council on March 11, 1993 and was approved by PICA on April 14, 1993. in
the Current Five-Year Plan, the City projects a balanced budget by Fiscal Year 1994 (without a gram
from PICA} through a strategy based upon implementation of personnel and benefit initiatives,
productivity improvements, cost containments, certain service reductions and revenue enhancements.
The City is currently preparing its Five-Year Plan for Fiscal Years 1995 through 1999. See
“DISCUSSION OF FINANCIAL OPERATIONS - Quarterly Report to PICA™ for information relating 1o
the present status of the City's compliance with the Current Five-Year Plan,

PICA Plan of Finance

PICA tssued bonds in late July 1993: (i) to make granis to the City to pay the costs of certain capital
projects to be undertaken by the City; and (ii) to make a grant to the City to provide for the refunding of
certain outstanding general obligation bonds of the City in the aggregate principal amount of
$336,325,000.

Source of Payment of PICA Bonds

The PICA Act authorized the City to impose a tax for the benefit of PICA. In connection with the
adoption of the Fiscal Year 1992 budget, the City enacted a 1.5% tax on wages, earnings and nei profits
of City residents {the “PICA Tax") pursuant to the PICA Act for the exclusive purposes of PICA.
Proceeds of the PICA Tax are solely the property of PICA and are not subject to appropriation by the
Commonwealth or the City. The PICA tax is collected by or on behalf of the Department of Revenue of
the Commonwealth and is required to be deposited once every two weeks in a fund for which the State
Treasurer is custodian, designated the “Pennsylvania intergovernmental Cooperaiion Authority Tax
Fund” (the “PICA Tax Fund™). The PICA Tax Fund is not subject to appropriation by City Council or
the General Assembly of the Commonwealth.



The PICA Act authorizes PICA to pledge the PICA Tax to secure its bonds and prohibiis the
Commonwealth and the City from repealing the PICA Tax or reducing the rate of the PICA Tax while

any bonds secured by the PICA Tax are outstanding.

The PICA Act requires that proceeds of the PICA Tax in excéss of amounts required for (i) deb:
service, (ii) replenishment of any debt service reserve fund for PICA bonds, and (ii) cenain PiCa
operating expenses. be deposited in a trust fund established pursuant to the PICA Act exclusively for the
benefit of the City and designated the “City Account.” Amounts in the City Account are required to be
remitted to the City not less often than monthly, but are subject to withholding if PICA certifies the

City’s non-compliance with the then-current Five-Year Plan.

The PICA Act establishes 2 “Bond Payment Account” for PICA as a trust fund for the benefit of
PICA bondhalders and authorizes the creation of a debt service reserve fund for PICA bonds. Since
PICA has issued bonds secured by the PICA Tax, the PICA Act requires that the State Treasurer pay the
proceeds of the PICA Tax held in the PICA Tax Fund directly to the Bond Payment Account, the debt
service reserve fund created for the PICA Bonds and the City Account. The amount of PICA Tax
collected during Fiscal Year 1992 was S169.5 million. The amount of PICA Tax collected in Fiscal Year

1963 was $186.0 million.

In connection with the enactment of the ordinance levying the PICA Tax, and the adoption of the
Fiscal Year 1992 Budget. the City enacted an ordinance reducing the rates of the existing wage, earnings
and net profits taxes on City residents by 1.5%, from 4.96% to 3.46%. in addition, the City levied a one
percent {1%) sales and use tax for sales within the City, authorized by Chapter 5 of the PICA Act, for
City general revenue purposes (the “City Sales Tax”). The City Sales Tax is imposed in addition to and
on the same basis as the Commonweaith’s sales and use tax. The City Sales Tax became effective
September 28, 1991, and is collected for the City by the Commonwealth Department of Revenue. The
City Sales Tax is levied solely for City purposes and is not available for the repayment of the PICA
Bonds. The City Sales Tax became effective September 28, i991. The amount collected in Fiscal Year
1992 (i.e. from September 28, 1991 through June 30, 1992) was $51.4 million and the amount for Fiscal

Year 1993 was $76.3 million.

CITY FINANCIAL PROCEDURES

Except as otherwise noted, the financial statements, tables, statistics and other information contained
in this Official Statement have been prepared by the Office of the Director of Finance.

Independent Audit and Opinion of the City Controller

The combined financial statements of the City for the Fiscal Year ended Sune 30, 1993, have been
audited and reporied upon by the City Contraller. The City Controller also has examined and expressed
opinions -on the combined financial statements of the City contained in the Annual Financial Report of
the Director of Finance for all prior years.

The City Controller has not participated in the preparation of this Official Statement nor in the
preparation of the budget estimates and projections and cash flow statements and forecasts set forth in
various of the tables contained in this Official Statement or otherwise set forth herein. Consequently, the
City Controller expresses no opinion with respect to any of the data contained in this Official Statement.
The financial statements, tables, statistics and other information contained in this Official Statement have



been prepared by the Director of Finance and can be reconciied to the financial statements in the Annual
Financial Reports of the Director of Finance.

Certificate of Conformance in Financial Reporting

The Government Finance Officers Association of the United States and Canada (“GFOA") awarded a
Centificate of Conformance in Financial Reporting, now called the Certificate of Achievement for
Excellence in Financial Reporting (the “Certificate™), to the City for its Annual Financial Report for each
of the fiscal years ended June 30, 1980 through June 30. 1992. In order to be awarded a Certificate, a
government unit must publish an easily readable and efficiently organized comprehensive annual
financial report, whose contents conform to program standards. A Certificate.is valid for a period of one
year only. The City has applied for a Certificate for Fiscal Year 1993,

Fund Structure

The major operations of the City are conducted through the Principal Operating Funds (Debt
Related), which include the General Fund. [n addition, the City has three other Principal Operating Funds
which are not debt related (“Non-Debt Related Funds™), two of which are financed solely from grants
from the Commonwealth and Federal governmenis. Collectively, the Principal Operating Funds (Debt
Related) and the Non-Debt Related Funds are referred to herein as the “Principal Operaring Funds™.

-

Principal Operating Funds

The Unrestricted Debt Related Funds include the General Fund, whose resources are available for
any City purpose, and the County Liquid Fuels Tax Fund and the Special Gasoline Tax Fund, the
resources of which are available only for servicing general obligation debt issued for construction of
public roads or streets. The Other Debt Related Funds inciude the Water Fund and the Aviation Fund,
whose resources are not generally available for other City purposes, and the Convention and Civic Center
Fund, which was established in Fiscal Year 1990 to account for the operations of the Convention and

Civic Centers.

The Non-Debt Related Funds, whose resources are not available for other City purposes, include the
Grants Revenue Fund, Community Development Fund and the Hot=l Room Rental Tax Fund, The Hotel
Room Rental Tax Fund was established in Fiscal Year 1983 to be wsed for the promotion of tourism and
for the benefit of the Convention Center,

Basis of Accounting
The City’s basis of accounting for annual reporting purposes ©; as follows:

A.  Governmental Funds (which include the General Fun | County Liquid Fuels Tax Fund,
Special Gasoline Tax Fund, Grants Revenue Fund. Co imunity Development Fund, Hotel
Room Rental Tax Fund, Capital Improvement Fut s and Debt Service Funds) and
Expendable Trust and Agency Funds are accounted or on the modified accrual basis.
Under this method, revenues are recognized in th: accounting period in which they
become both available and measurable. Licenses an  permits, charges for service, fines
and forfeits and miscellaneous revenues are recorde as revenues when received in cash
because they are generally not measurable until actu: ly received. General property taxes,
self-assessed taxes and investment earnings are «corded when earned as they are
measurable and available. Expenditures are recogni: :d in the accounting period in which



the fund liability is incurred, if measurable, except expenditures for debt service, prepaid
expenditures, and other long-term obligations which are recognized when paid.

B.  Proprietary Funds (which include the Water Fund, Aviation Fund and Convention and
Civic Center Fund) and Pension Trust Funds are accounted for on the accrual basis, in
which revenues are recognized in the accounting period in which they are earned and
expenses are recognized at the time they are incurred.

During Fiscal Year 1979, financial statements for the Proprietary Funds were changed to conform to
the description above in order to bring their presentation into accord with generally accepted accounting
principles as recommended by the National Council on Governmental Accounting, However, the
Proprietary Funds are shown in the tables herein on the modified accrual basis for two reasons: (i)
because the City’s operating budget is prepared on 2 modified accrual basns and {ii) in order to achieve a

b

consistent presentation of the City’s finances as a whole. S

Budget Adoption Procedure

At least thirty days before the end of each Fiscal Year, as required by the Home Rule Charter, City
Council must adopt by ordinance an operating budget and a capital budget for the ensuing Fiscal Year
and a, capital program for the six ensuing years, Within ten days afier the adoption of each of such
ordinances and its receipt by the Mayor, he must approve or disapprove such ordinance or the ordinance

becomes effective, '

The operating budget for the next Fiscal Year is prepared by the Mayor in proposed form and is
required by the Home Rule Charter to be submitted at least ninety days before the end of the Fiscal Year
to City Council for adoption. The budget as adopted must be balanced and provide for discharging any
estimated deficit or using any estimated surplus carried over from the current Fiscal Year and make
appropriations for all items to be met from City revenues. The Mayor’s budgetary estimates of revenues
for the ensuing Fiscal Year and of surplus or deficit, if any, for the current Fiscal Year may not be altered
by City Council. Not later than the passage of the operating budget ordinance, City Council must enact
such revenue measures as will, in the opinion of the Mayor, yield sufficient revenues to balance the

budget.

The capital program is prepared annually by the City Planning Commission” to show the capital
expenditures planned for each of the six ensuing Fiscal Years, including the estimated total costs of each
project and the sources of funding (local, state, Federal and private) estimated to be required to finance
each project. The capital program is reviewed by the Mayor and transmitted to City Council for adoption
with his recommendation thereon. See Table 16 for a summary of the City's capital program for the
Fiscal Years 1994 through 1999.

The capital budget ordinance, authorizing in detail the capital expenditures to be made or incurred in
the ensuing Fiscal Year from City Council controlled or appropriated funds, is adopted by City Council
concurrently with the capital program. The capital budget must be in full conformity with that part of the
capital program applicable to the Fiscal Year which it covers.

The City's Fiscal Year 1994 budget was presented to City Council on January 21, 1993 and was
approved on March 11, 1993. This budget was prepared by the City in connection with a Five-Year Plan
and included General Fund revenue enhancement and operating expense reduction measures identified in
the Original Five-Year Plan. The budget was introduced approximately 2.5 months prior to March 31,
the date required by the Home Rule Charter, in order to permit coordinated review of the Fiscal Year

10



1994 budget and revisions to the Fiscal Year 1993 budget to bring it into conformance with the Original
Five-Year Plan. At the same time, as required by the PICA Act, the City’s Current Five-Year Plan was
approved by Council on March 11, 1993, then submitied to PICA where it was approved.

DISCUSSION GF FINANCIAL OPERATIONS

Over the past decade, Genera!l Fund spending has grown at a faster rate than Genera! Fund revenues
-and, until'recently. adjustments had not been made to bring the two into alignment.

Over the course of the past eighteen months. however, progress has been made in formulating and
implementing a plan to restore {fiscal health to the City. The following is a brief:description of several of
the key evenis of this period.

Signing of the Iniergovernmental Cooperation Agreement (the "Agreement”) berween PICA and the
City. On January 8, 1992 following months of negotiations, the Agreement was signed. The Agreement
sets forth the parameters under which the City presents its financiai plans 1o qualify for financial
assistance from PICA. The Agreement also sets out the role of PICA in monitoring the financial

performance of the City. ’

Approval of Origina;’ Five-Year Plan by PICA. The City's Original Five-Year Plan was prepared by
the Mayor, approved by City Council on April 29, 1992 and approved by PICA on May 18, 1992. The
Original Five-Year Plan was designed to produce a balanced budget over a five-year period through a
combination of personnel and budget initiatives, productivity improvements, cost containments and
revenue enhancements,

Adoption of Fiscal Year 1993 Budget in Conformity with Original Five-Year Plan. “The City’s Fiscal
Year 1993 budget was adopted by City Council on April 29, 1992. This budget was the first budget
prepared by the City in connection with a Five-Year Plan. The budget process was expedited by the
cooperation of City Council and the Mayor and adopted a full month earlier than City budgets are
customarily adopted. Early adoption of the budget permitied an earlier issuance of the PICA Bonds.

Issuance of PICA 1992 Bonds. On June 16, 1992, PICA issued the PICA Bonds at the request of the
City. The proceeds of the PICA Bonds were used: (i) to make grants to the City to fund the Fisca! Year
1991 General Fund cumulative deficit, the then-projected Fiscal Year 1992 General Fund deficit and the
then-projected Fiscal Year 1993 General Fund deficit of the City; {ii) to make grants to the City to pay
the costs of certain capital projects to be undertaken by the City; (iii) to make a grant to the City to
provide other financial assistance to the City to enhance productivity in the operation of City
government; and (iv) to fund a debt service reserve fund for the holders of the PICA Bonds, to capitalize
interest on the PICA Bonds and to pay costs of issuance.

A grant of $153.5 million was made to the City in June 1992 to pay the cumulative General Fund
deficit through the end of Fiscal Year 1991. PICA also granted the City $71.4 million, to pay the General
Fund deficit for Fiscal Year 1992 and currently has $7.8 million on reserve to pay the FY93 deficit. The
City is drawing down $120 miltion in PICA grants to fund a portion of its capital program as projects are
being, completed. The City utilized $20 million in PICA grants to establish a fund which provides
financial assistance to City departments for productivity projects.

Approval of Current Five-Year Plan by PICA. The City recently updated the Original Five-Year
Plan with the Current Five-Year Plan which covers Fiscal Years 1994 through 1998. The Current Five-

Il
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Year Plan was approved by City Council on March 11, 1993 and was approved by PICA on April 14,
1993. The Current Five-Year Plan projecits a balanced budget over a five-year period through
productivity improvements, cost and service reductions, and revenue enhancements.

Adoption of Fiscal Year 1994 Budget in Conformity with Current Five-Year Plan. The City’s Fiscal
Year 1994 budget was adopted by City Council on March 11, 1993 and signed by the Mayor on March
19, 1993. This year the budget was introduced approximately 2.5 months prior to March 31, the date
required by the Home Rule Charter, in order to permit coordinated review of the Fiscal Year 1994 budget

and the Current Five-Year Plan,

The City intends to build on the accomplishments described above and vigorously pursue the
implementation of the Current Five-Year Plan to restore fiscal stability.

Fiscal Year 1993 General Fund Budget and Actual Results

Table 1 shows the Fiscal Year 1993 General Fund budget and actua] results. The Fiscal Year 1993
budget included $12.1 miilion from a PICA grant, The City closed the fiscal year with a $3.0 million
surplus and did not require deficit funding.

The Fiscal Year 1993 budget anticipated $90.0 million in revenues from the 1% sales and use tax that
went into effect during Fiscal Year 1992. Total collections of this tax for Fiscal Year 1993 (which
represents the first full yesr of collection) were $76.3 million. Overall, tax revenues were $15.6 million
less than originally budgeted due largely 1o a revision of the sales tax base.

Revenues from other governments were $l..5 million less than the budgeted amount. Revenues from
other governments includes the PICA City Account (PICA wage tax less PICA expenses and PICA debt

service).

On the obligation side, total estimated obligations are $2,280.4 million, slightly less than budgeted.

Adopted Fiscal Year 1994 General Fund Budget

The adopted General Fund budget for Fiscal Year 1994 (including prior year adjustments), does not
project an operating deficit and therefore achieves a balanced budget as required hy law without a deficit

elimination grant from PICA.

[n preparing the budget for Fiscal Year 1994, the City believes it took a conservative approaci (v
revenue estimation, and included revenue enhancement and operating expense reduction measures
identified in the Original and the Current Five-Year Plans. Revenue estimates prepared for the Fiscal
Year 1994 budget are consistent with those in the Current Five-Year Plan which projected overall
revenue growth at below the rate of inflation. All such revenue estimates were approved by PICA as part

of the Current Five-Year Plan review process.



TABLE 1

CITY OF PHILADELFPHIA
GENERAL FUND

SUMMARY OF OPERATIONS

{Modified Accrual Basis)
(Amounts in Millions)

Adopted Adopted
Actusl Budget Actual Budget
1988 1989 1990 19591 1992 1993 1993 1994
REVENUES
Real and Personal Propeny Taxes §275.2 5286.7 $314.0 53265 $343.3 53485 (b) 33452 (b) 53694 ()
Wape and Earnings Tax (d) 856.7 8923 927.6 9507 799.0 7910 (b 804.4 () 838.8 {b)
Net Prafits Tax 316 21.7 20,2 239 16.9 21.4 i) 15.6 (b) 16.6 (b}
Business Privilege Tax 165.7 2017 207.5 2173 200.3 222.8¢b) 2151 (b}  209.1 (b)
Sales Tax (¢) 0.0 0.0 0.0 0.0 51.4 ; 80.0 76.3 84.0
Other Taxes 86.7 85.0 93,4 72.7 70.2 67.5 7" 69.0 74.2
Total Taxes 14159 1,491 .4 1,562.9 1,591.1 1,481.1 1.5341.2 1.525.6 1.592.1
Locally Generated Non-Tax Revenue [05.9 [23.4 110.6 105.9 G682 125.0 124.6 162.5
Revenue from Other Governments (d)  288.7 310.8 2921 346.4 567.5 (¢) 5905 (cy  589.0(c) 589.0
Reeeipts from Other City Funds 19.5 20.2 18.5 i3.1 10.1 12.2 15.3 23.0
Total Revenue 1.830.0 1,945 8 1,984.3 2,026.5 1.156.9 2,266.9 2.254.5 2,366.6
OBLIGATIONS/APPROPRIATIONS
Personal Services 7870 810.7 8213 §53.0 884.1 879.6 873.9 863.1
Purchase of Services 533.i 623.9 601.6 632.8 665.0 689.3 689.9 771.4
Materials, Supplies and
Equipmen! 587 51.3 550 53.5 55.) 86.8 6.2 75.6
Employce Benefits 3134 3213 3396 387.9 437.2 404.9 418.2 4393
Indemnities, Contributions
and Granlts 63.0 {a) 59.9 424 54,5 60.2 59.8 Bl.6 56.6
Debt Service: 93.7 1293 126.1 123.0 133.2 134.5 1201 134.2
Other * - - 4.0 4.0 49 197 18.3 21.9
Payments to Other City Funds 12.5 14.5 12.9 17.9 159 187 17.2 22.5
Total Obligations/Appropriations  1,894.4 2.0109 2,008.9 2,126.6 2,255.6 22933 2,280.4 2,384.6
Operating Surplus {Deficit) for the Ye  (64.4) (65.0 {24.6) (100.1) (98.7) (26.6) {25.9) {18.0)
Net Adjustments - Priar Year 19.9 219 27.1 i9.2 27.3 143 289 18.0
Cumulative Fund Batance !
(Deficit) Prior Year 12.4 (32.1) (15.2) (72.1 (151.5) 0.0 0.0 0.0
Year End Fund Balance Prior
1o Deficit Financing (32.1) {75.2) {72.7) (153.5) (224.9) (12.1) 3.0 0.0
PICA Deficit Financing FY91 and Pric - - - - 153.5 0.0 0.0 0.0
PICA Deficit Financing
Current Year - - - - 71.4 12.1 0.0 0.0
Cumulative Adjusted Year
End Fund Balance (Defici) ($32.1) (5752}  ($72.7)  (S153.9) 50.0 50.0 §3.0 50.0
NOTES:

(a) Includes City's contributions to the School District in FY 1988 of $8.0 millicn.
(b) Includes collections attributed 1o revenue enhancement initiatives in the Revenue and Law Depanments
(c} Net of deficit finaneing through PICA and subsequent PICA grants,
(d) In FY 1992 and for subsequent fiscal years during which PICA bonds are gutsianding Lhe Cily reduced the resident Wage and Earmings
and Net Profits Taxes rom 4.96% to 3.46% and levied new resident PICA Wage and Eamings and Net Profits Taxes at a rate of [.50%.
After paying debt service on the PICA Bonds and PICA expenses, net procecds from the PICA Wage and Eamings and Net Profits Taxes
are remitied 10 the City, which proceeds are reflecied in Revenue from Other Governments.
() A 1% sales tax went into effect on Sepiember 28, 1991, Accordingly. the FY 1992 figure represents nine months of coilections.
Budgets and estimates for FY 1993 and thereafler assume 2 full year of sales 1ax collections.

FIGURES MAY NOT ADD DUE TO ROUNDING
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TABLE 2
CITY OF PHILADELPHIA
PRINCIPAL OPERATING FUNDSI(DEBT RELATED)
SUMMARY OF OPERATIONS
{Modified Accrual Basis)
{Amounts in Millions}

Adapred Adopted
Actual Budget Actual Budget
1988 1989 1990 1591 1981 1993 1993 1994
REVENUES
General'Fund (a) $1.8330.0 51.945,9 31983 §3.026,5 321569 (e} 52366.% [e) $2254.5 {e) 5236646
Water Fund (b) 282.6. 273.2 2829 285.6 Jaal 1526 315%.4 366.6
Aviation Fund (¢} 0.2 723 774 923 109.1 134.2 114.9 131.0
Other Cperating Funds (d) 1387 19.4 677 17,6 284 8 305 19.7
Tata! Revenue 22013 2310.8 24123 1.432.0 26387 % 17988 2.759.3 2,883.9
OBLIGATIONS/APPROPRIATIONS
Personal Services 8853 905.8 919.2 954 6 9947 998 | 991.0 983.%
Purchase of Services 659 699.9 TIRE 1.1 7611 5243 798.2 370.1
Materals. Supplies and Equipment B35 786 87.8 84 7 8.1 128.2 %40.0 118.7
Employes Benafits 3434 355.4 7R6 430.5 4315 s 461.7 481.8
Indemnnies, Comripwions and Grans 34 665 520 50.2 66,1 876 93 §5.9
Debt Service 246 263.8 621 2736 260 313.8 2802 3193
Cthet - P 40 4.0 4.9 w2 13,3 2.2
Payments to Other City — b
Funds 34,5 9.6 37.3 2.5 51.0 40 8 4.9 §8.4
Total Obligations/A ppropriations 23656 24108 2469.6 2.560.2 27264 28383 27916 2930.3
Orperating Surpius (Defick)
for the Year (641} (99.8) (57.3) 128 h (87.7) (39.8) (313) (46,4}
Net Adjustments.Prior Year 423 4.2 40.7 322 40.8 28.) 42,1 285
Cumutative Fund Balince
(Delicn) Prior Year 399 18.¢ {47.6) (64.2} {160.1) 17.9 17.9 3.5
Year End Fund Balance Prioc
lo Defeit Financing 18.0 (47.6) (64.2) (1601 {207.0) 54 27.7 4.4
PICA Deficnl Finaneing
FY%1.and Prior - - - 153.5 0.0 0.0 0.0
PICA Deficit Finarcing
Current Year - - - - 7.4 2.1 2.0 0.0
Cumulative Adjusted Year .
End Fund Balance {Defet) 5180 {547.6) {36423 18160.)) 53119 518.5 $27.7 4.4
NOTES:

(a) See Table | for details.
{b)

obligations of 1he City until, on an annual basis, al! revenue bond debt service requirements and covenants relating (o those
bonds have been satisficd. and then only (o the extent of $4,994,000 per year prowvided cerain further conditions

are satisfied. The City has determined that only $4,138.000 per year shall be avatiable for transfers from the Water Fund to
the General Fund provided centain other conditions are met

{c)
(d)

Airport'revenues are not avaitable for other City purposes.
Includes County Liquid Fuels Tax Fund. Special Gasoline Tax Fund. and the Comvention and Civie Center Fund.

e}

Net of deficit financing through PICA and subsequent PICA grants.

(N Operations of the Convention and Civic Center Fund will be wransferred to the General Fund in FY 1994,

FIGURES MAY NOT ADD DUE TO ROUNDING.

Warter and Sewer rates were increased January 1. 1991, Revenues of the Warer Fund are not legally available for payment of sther



Quarterly Report to PICA

On November 16, 1992 the City submirted the first of its quarterly repc_n;ts to PICA. This reporting
is required under the PICA Act so that PICA will be able to determine whether the City is in compliance
with the then-current Five-Year Plan, Under the PICA Act, a “variance” js deemed 1o have occurred as
of the end of a reporting period if (i) a net adverse change in the fund balance of a covered fund of mere
than 1% of the revenues budgeted for such fund for that fiscal year is reasonably projecied to occur, such
projection to be calculated from the beginning of the fiscal year for the entire fiscal year, or (ii) the actual
net cash flows of the City for a covered fund are reasonably projected to be less than 95% of the net cash
flows of the City for such covered fund for that fiscal year originally forecast at the time of adoption of
the budget, such projection to be calculated from the beginning of the fiscal year for the entire fiscal year.
The Mayor is required to provide to PICA a repon describing actual, or current estimates of revenues,
expenditures and cash flows by covered funds compared to budgeted revenues. eXpenditures and cash
flows by covered funds for such previous quarterly or monthly period and for the vear-to-date period
from the beginning of the then-current fiscal year of the City to the last day of the fiscal quarter or-month,
as the case may be, just ended. Each such report is required to explain any variance existing as of such
last day.

PICA may not take any action with respeci to the City for variances if the City (i} within 30 days
provides a written explanation of the variance that PICA deems reasonable: (i} within 45 days proposes
remedial action that PICA believes will restore overall compliance with the then-current Five-Year Plan;
(iii) provides information in the immediately succeeding quarterly financial report required to be
delivered to PICA demonstrating to the reasonable satisfaction of PICA that the City is taking remedial
action and otherwise complying with the then-current Five-Year Plan; and (iv) submits monthly
supplemental reports as required by the PICA Act.

Because the City showed a variance with the Original Five-Year Plan in the General Fund in the
November 16, 1992 quarterly report submitted to PICA, the City began filing monthiy reports with PICA.

On January 21, 1993 the City submitted a Transfer Qrdinance realigning the adopted budget for
Fiscal Year 1993, and ordinances proposing the Fiscai Year 1994 operating and capital budgets and the
Current Five-Year Plan to City Council. In addition, the City announced its plan for eliminating the
General Fund variance through a program of service and personnel cuts. The City's report to PICA for
the period ended December 31, 1992, submitted on February 1, 1993, reported the absence of a variance
for Fiscal Year 1993, taking into account, among other things, the actions described above.
Subsequently, on April 14, 1993, PICA declared that the City was no longer at variance with the Original
Five-Year Plan. The City's most recent quarterly report was submitted to PICA on November 15, 1993
and reports no variance with the Current Five-Year Plan.

REVENUES OF THE CITY
General

In 1932, the Pennsylvania General Assembly adopted an act (commonly referred to as the Sterling
Act) under which the City was permitted to levy any tax which was not specifically pre-empted by the
Commonwealth. Prior to 1939, the City relied heavily upon the real property tax as the mainstay of its
revenue system. Acting under the Sterling Act and other legislation, the City has taken various steps over
the years to reduce its reliance on real property taxes as a source of municipal income, including: (1)
enacting the wage, earnings, and net profits tax in 1939; (2) introducing a sewer service charge to make
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the sewage treatment system self-sustaining after {9435; (3) requiring under the Home Rule Charter that
the water, sewer, and other utility systems be fully self-sustaining; and (4) enacting in 1952 the
Mercantile License Tax (a gross.receipts tax on business done within the City), which was replaced as of
the commencement of Fiscal Year 1985 by the Business Privilege Tax.

Major Revenue Sources of Principal Operating Funds {Debt Related)

The City’s revenues are stagnant and the City’s tax structure continues to put it at a competitive
disadvantage with other cities and with surrounding suburbs. These facts form the basis of the two major
policies reflected in the Current Five-Year Plan, As noted in the Current Five-Year Plan, General Fund
revenues barely kept pace with inflation for the past eleven years.

The City derives its revenues primarily from various taxes, non-tax rq_".fenues and receipts from other
governmenis. The following description does not take into account reveénues in the Non-Debt Related
Funds. See Table 5 for tax rates for Fiscal Years 1985 through 1994,

‘Wage. Earnings and Net Profits Taxes - These taxes are levied on the wages, earnings and net profits
of afl residents of the City and all non-residents employed within the City. The rate for both residents
and non-residents was 4.3125% from Fiscal Year 1977 through Fiscal Year 1983, For Fiscal Years 1984
through 1991 the wage and earnings tax rate was 4.96% for residents and 4.3125% for non-residents and

the net profits tax rate was 4.96% for both residents and non-residents.

pa

In Fiscal Year 1992, the City reduced the City wage, earnings and net profits tax on City residents by
1.5% and imposed a wage, earnings and net profits tax of 1.5% on City residents for PICA (the “PICA
Tax™. The City wage, earnings and net profits tax rate is presently 3.46% for residents and 4.3125% for
non-residents. The proceeds of PICA Tax are revenues of PICA and are pledged by PICA to secure 115
bonds. As described herein under “PENNSYLVANIA INTERGOVERNMENTAL COOPERATION
AUTHORITY?", the portion of PICA Tax in excess of the amounts necessary to pay debt service on
deficit reduction bonds issued by PICA and to pay PICA operating expenses is required under the PICA
Act 10 be remitted to the City and is accounted for by the City as revenue from other governments,

The wage, earnings and net profits tax base has three components: all residents of Philadelphiz,
regardless of where they work, are subject to these taxes; all non-residents of Philadelphia who work in
Philadelphia are subject 1o these taxes; and all unincorporated businesses, professions and the like
located in Philadelphia are subject to the net profits tax. The City estimates that between one-fourth and
one-third of the total wage, earnings and net profits tax is paid by non-residents.

Real Property Taxes — The City levies real estate taxes on all taxable real property situated within
its boundaries. For Fiscal Year 1994, the rate for the City is 37.45 mills an¢ the rate for the School

District is 45.19 mills.

Business Privilege Tax — In May 1984, the City enacted an ordinance substituting the Business
Privilege Tax for the Mercantile License Tax. The Business Privilege Tax has been levied since January

{985 on every entity engaging in business in the City.

The Business Privilege Tax is a composite tax. Tax rates vary according to business classification

(reguiated, non-regulated, persons registered under the Pennsylvania Securities Act of 19721,

manufacturing, wholesale or retail) and method of tax computation employed. The varigus methtods of
tax computation are as follows: effective Fiscal Year 1989, ali regulated industries, banks, tru..
companies, insurance companies, and public utilities, among others, are taxed at an annual rate of 3.25
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mills on annual receipts not to exceed 6.5% of their net income. The tax on annual receipts and net
income of all businesses, other than regulated industries; is levied at 3.25 mills and 6.5%, respectively,
provided that persons registered under the Pennsylvania Securities Act of 1972 shall in no event pay a tax
of less than 5.711 mills of aii 1axable receipts plus the lesser of 4.302% of net income or 4.302 mills on

gross taxable receipts.

Non-regulated industry manufacturers can opt for a lower 5.395% rate on receipts from sales after
deducting the applicable cost of goods. Non-regulated wholesalers may choose a gross receipts tax on
wholesale transactions at a lower rate of 7.55% afler deducting applicabie product and labor costs. Non-
regulated retailers have the option of choosing the lower rate of 2.1% on receipts from retail sales after
deducting applicable product and labor costs. -

All persons subject to both Business Privilege Tax and Net Profits Tax liability are entitled to apply a
credit of 60% of their Business Privilege Tax liability against what is due on the Net Profits Tax, which
credit may be carried back or forward for up to three years.

In accordance with the ordinance, all business activity is assessed a one-time $200 licensing fee
administéred by the Departiment of Licenses and inspection.

Sales and Use Tax — In connection with the adoption of the Fiscal Year 1992 Budget. the City
adopted a 1% sales and use tax~for City general revenue purposes. The Commonwealth has authorized
the levy of this tax under the PICA Act. Vendors are required to pay this sales tax to the Commonwealth
Department of Revenue together with the similar Commonwealth sales and use tax. The State Treasurer
deposits the callections of this tax in a special fund, and disburses the collections, including any
investment income earned thereon, less administrative fees of the Commonwealth Department of
Revenue, to the Ciry o a monthly basis.

Other Taxes — The City also collects a personal property tax, real property transfer tax, parking lot
taxes, and other miscellaneous taxes such as the Amusement Tax.

ther Locallv Generated Non-Tax Revenues -— These revenues include license fees and permii
sales, traffic fines and parking meter receipts, court related fees, stadium revenues, interest earnings and
other miscellaneous charges and revenues of the City. L

Revenue From Qther Governments — The City’s Fiscal Year 1994 General Fund budget projects

that 25% of General Fund revenues will be received from other governmental jurisdictions. including: (1)
$280.0 million from the Commonwealth for health, welfare, court, and various ather specified purpases;
(2) $119.2 million from the Federal government; (3) $22.2 million of revenue from other governments,
which revenues are primarily principal and interest payments on loans made by the City on SEPTA’s
behalf and rents paid to the City by the Philadelphia Gas Works; and (4) $7.2 million of revenue
characterized as “State-Federal,” approximately one-half of which is from the Commonwealth and one-
half from the Federal government. In addition, the projected net collections less debt service on the
PICA Bonds of the PICA Tax ($166.4 million) are included. These amounts do not include the
substantial amounts of revenues from other governments received by the Grants Revenue, Community
Development and other operating and capital funds of the City, which are not part of the City’s General
Fund.
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City-Owned Facilities

In addition to taxes, the City realizes revenues through the operation of various City-owned facilities
such as Water and Sewer Systems, the Gas Works and the Philadeiphia International Airport. The City
has issued revenue bonds with respect to the Water and Sewer Systems. the Gas Works and the
Phitadelphia Airport o be paid solely from, and secured by a pledge of, the respective revenues of these
facilities. The revenues of the Philadelphia Airport are not available for other City purposes. The
revenues of the Water and Sewer Systems and the Gas Works do not represent moneys which are

unconditionally available for the payment of general obligations of the City.

Effective June 1991, the revenues of the Water Department are required to be segregated from other
funds of the City. Under the City’s Water and Sewer Revenue Bond General Ordinance as presently
enacted, to the extent that there are interest and income earnings at the eng of any fiscal year remaining
in the capital subaccount of the Water Fund, these earnings shall be used as operating funds. If a balance
exists in these operating funds such balance may be applied 1o any lawfu! purpose of the City, including
the City’s General Fund, and therefore is available for payment of other obligations of the City, provided
that in a given fiscal year the amount transferred does not exceed the lowest of (i) the amount of Sinking -
Fund Reserve Earnings transferred to these operating funds during the same fiscal year. (i) the amount of
earnings from the capital improvement funds transferred to these operating funds during the same fiscal
year or (iii) $4.994 miltlion. No such transfers were made for Fiscal Year 1992. In Fiscal Year [993, §2.7
million was transferred from.the Water Fund to the General Fund. The Fiscal Year 1994 adopted budget
includes a $4.138 million wansfer from the Water Fund to the General Fund.

The revenues of the Gas Works are segregated from other funds of the City. Payments for debt
service on City of Philadelphia Gas Works Revenue Bonds are made directly by the Gas Works. The
Gas Works also makes an annual payment of $18,000,000 to the City's General Fund. The Fiscal Year
1994 adopted budget includes the annual payment of $18,000,000 to the City by the Gas Works.

[INTENTIONALLY BLANK]}
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TABLE3 -
CITY OF PHILADELPHIA
PRINCIPAL OPERATING FUNDS {DEBT RELATED)
REVENUES BY MAJOR SOURCE
(Madified Accrual Basis)
{Amounts in Millions-of Dollars)
Real & Wage Other Revenue
Personal Earpings &  Mercantile Business Sales Water & Locally Tolal From Translers
Fiscal Property Net Profits License Privilege and Use Other Total Sewer Airport Generated Local Other Between
Year Taxes (o) Taxes (a) Tax {a){c) Tax {a)(c) Tax (a) {b) Tazes (a) Taxes Charges {d) Chnrges Revenue Revenue Governmenty Funis ‘Tolal
1984 2383 7102 86.6 - - 409 10762 15'4.?. si8 128.5 14105 pALAA ha 1 hes
1985 2283 745.6 - 107.1 - 489 1,129.9 lTI,é 539 155.0 15107 e 80 18456
1986 24112 .0 - 1352 - 609 12154 1809 58,6 144,7 1.599.6 312 267 19615
1987 261 3 8349 - 156.6 - 738 13266 2003+ 60.1 140.0 1,727.0 3088 293 20651
1988 2752 888.3 - 163.7 - 86.7 14159 209.7 68.9 146.7 1.841.2 J28.2 RPN 22013
1989 2867 9139 - AN 7 - 891 14914 2071 624 167.2 19287 34713 348 23108
1990 3140 947.8 - 2075 - 931.6 1,562.9 205.5 37 200.5 20426 3191 506 2412)
— 199! 266 974 6 - 2173 - nT 15911 2177 89.7 149.6 20481 J413 az7 24321
o992 3433 B159(c) - 2001 514 702 14811 268 8 1074 1640 20213 3919 255 26387
Budgeted
199) BLIY BIGI (¢} - 2219 %00 726 15412 2795 130.0 2038 2,154 6162 276 27985
- Actual
1993 345.2 8200 (e} - 2150 763 65.0 1,525.6 294 8 113.5 176.5 2,104 617.1 l.g 2,759
Budgeted
1994 3644 842 0 (e) - 207.3 840 94.2 15921 2795 129.5 2313 22324 614 1 374 28839
Noles;

{a)} See Table 3 for Tax Rates,

(b} Effective Seplember 28, 1991,

£ N '
(c) An ordinance enacted by the Cily on May 31, 1984 repealed the MercantileiLicense Taxand imposed a new Business Privilege Taxbeginning July 1, 1984 on persbns cngaging in business

within the City. (See “Major Revenue Saurces of Principal Operating Funds - Business Privilege Tax" for explanation.)
{d) Water and Sewer rales were increased on July |, 1983, January 10, 1986 and December 1, 1991, Rates will also be increased effective July 1, 1993,
() In FY 1992 the City reduced the resident Wage and Eamings and Nel Profits Taxes from 4,96% to 3.46% and levied new PICA resident Wage and Eamings and Net Profits Taxes at a rate of
1.50%, the proceeds of which are remitied 1o the Pennsylvania Intergovemmental Cooperation Authority for pament of debt service on the PICA Bonds and PICA expenses
FIGURES MA Y NOT A DD DUE TO ROUNDING
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TABLE 4
CITY OF PHILADELPHIA
GENERAL FUND

TAX REVENUES (a})
(Amounts in Millions}

Adopted Adopted
Actual Budget Actual Budget
1988 1989 1990 1991 1992 1993 1993 1994
Rea! Property Taxes
Current $249.1 $262.8 $286.4 £293.6 $305.% 53108 53039 $324.4
Prior 13.8 2.2 14.9 18.9 21.1 20.8 26.6 22.7
Total $262.9 5275.0 $301.3 $312.5 $327.0 $331.6 $330.5 3347.1
Personal Property Taxes
Current L1135 11.2 12.3 13.3 15.1 LY 4.4 16.0
Prior 0.8 0.5 0.5 0.8 1.3 U 08w, 03 1.5
Toial 512.3 $11.7 $12.8 5141 516.3 $15.0 5147 $17.5
Wage and Earnings Tax (b)
Current 847.5 882.0 %16.5 938.6 786.7 776.9 7815 g12.4
Delinquent 9.1 10.3 1.0 12.2 12.3 12.2 16.9 13.5
Sub-Total Wage Tax 3856.6 1892.3 39275 §950.8 5799.0 578%.1 3$804.4 38259
BUSINESS TAXES:
Business Priviiege
Current 139.8 173.3 179.7 181.8 167.3 137.6 178.1 175.5
Delinguen: 259 28.4 27.8 354 32.5 34.3 37.0 31.8
Sub-Total Business Privilege 165.7 201.7 207.5 217.2 200.3 221.9 215.1 -207.3
Met Profits Tax
Carrent 289 19.0 17.6 19.5 13.9 16.9 12.6 3.6
Delinquent 2.7 2.7 2.6 4.3 3] 4.1 3.0 2.5
Sub-Total Net Profits Tax 3.6 21.7 20.2 23.% 16.9 21.0 15.6 16.1
Total Business Taxes §197.3 5223 4 5227.7 $241.0 $217.2 5242.9 $230.7 §221.5
Other Taxes
Sales and Use Tax (c) - - - - 51.4 90.0 76.3 84.0
Amusement Tax 4.2 5.4 6.0 5.0 5.4 5.4 ‘! 33 0.3
Real Property Transfer Tax 64.1 64.4 66.8 46.4° 427 39.5 40.3 39.4
Parking Taxes 18.1 18.6 20.5 20:8 219 221 212 218
Increaszd Collection/Enforcement 0.0 0.0 0.0 0.0 0.0 st 0.0 (&) 20.0
Cther Taxes 0.4 0.6 0.3 0.5 0.2 0.5 0.2 0.3
Total 586.8 589.0 $93.6 572.7 51216 5162.6 51453 5178.2
TOTAL 51,4159 $1491.4 51,5629 SI5¥0.1 Si481.1  §1.541.2 51,5256 $1.592.1
NOTES:

{a) See Table 3 for tax rates,
(b} For FY 1992 and forward the City reduced the resident Wage and Eamings and Net Profits Taxes from 4.96% (0 3.46% and

levied new resident PICA Wage and Earnings and Net Profits Taxes at a rate of 1.50%, the proceeds of which are remitted
to the Pennsyivania (ntergovernmental Cooperation Autherity for payment of debt service on the PICA Bonds and PICA expenses.
After paying debt service on the PICA Bonds and PICA cxpenses, net proceeds from the PICA taxes are remitted to the City
and classified by the City as Revenue from. Other Governments. Amounts shown in FY 1992 and therealter reficct this reduction.
(c) EfTective Sepiember 28, 1991,
{d) In FY 1993 the Revenue and Law Departments have undertaken a tax enforcement project the efforts of which are expected 1o yield
$5.1 million in additional 1ax coflections. The FY 1953 estimate allocates these anticipated collections in the aggregate amoun!
of $5.1 million to the relevant 1ax categories above.
FIGURES MAY NOT ADD DUE TO ROUNDING.
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TABLE S
TAX RATES OF THE CITY OF PHILADELPHIA

AND SCHOOL DISTRICT REAL ESTATE TAX RATES
FOR THE TEN-YEAR PERIOD 1985 THROUGH 1994

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994
Tax Classificauon
Real Propeny.

{% on Assessed Yelualion)

Chy 3.505%  1.505% 3.505% 3.505% 1745% 1% 1N 3.735% 1.745% 3.745%

School District 3.970%  3.970% 3.910% 3.970% 4,120% 4.120% 4.519% 4 519% 4.519% 4:519%

Total Real Propery Tax 1.475% 7.475% 7.475% 7.475% 7.865% 7.865% 8.264% g 264% 8,264% 8.264%
Asscssment Ratio as

Determined by Saks 22.3% 22.5% 25.8% 24.3% 25.0% 21.8% 24.6% 23.06% va wva
Effective Tax Rale -

{Real Esizie-Tax Kale x i .
Assessment Ratio) 1.665% 1.682% 1.929% 1.816% 1.965% 1.872% 2.033% 2033% v na
Wage, Earnings and Net !

Profis Taxes (a) 4.96% 4.96% 4.96% 4:96% 4.9%6% 4.96% 4.96% 4.9%6% 4.96% 4.96%
Real Property Transfer Tax 2.5% 5% (b)  2.5% 2.5% 4,0 (£) 4.07% 192% (¢} 369% {d) 1.46% (dy 1.24% (d)
Personal Propery Tax (% on )

Taxabk Intangible ltems} 4% 0.4% 0.4% 0.4% 0.4% Q4% 04% a4% 4% 0.4%
Busmess Privikege Taxes ’

{% on Gross Receipis) (¢) 0.305%  0.3%0% 0.39%0% 0.3%0% 0.325% 0.325%  0.325% 0.325% - 0.325% 0.325%

(% gn Nel Income) (¢) iT% 4.35% 4.35% 4.35% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50%
Sakes and Use Tax () - - - - - - - 1.00% 1.00% 1.00%
Amusement Tax 5.0% 5.0% 5.0% 5.0% T.3% 5.0% 5,00 0% 50% 5.0%
Parking Lot Tax (On Gross - * N

Receipts (rom Parking Operators) 10.0% 2002 (g} 17.5% (g) 15.0% (g) 15.0% 15.0% 15.0% 15.0% 15.0% 15.0%
Sound Reproduction Tax :

(Qn Gross Income) (h) 5.0% 5.0% 5.0% 50% 5.0% 50 - 50% 50% - -
Bowlnp Alley Tax

{Annual Per Alley) (b} $25.0 $25.0 525.0 525.0 5250 . §25.0 525.0 $25.0 -
Mechanxcal Amusement Device '

Tax (Annual Per Device) (i) $100.0 $100.0 $100.0 $100.0 $100.0 5100.0 51000 5100.0 5100.0 1000
Vending Machine Tax {Annual per

Machine, Newspapers Exempx) - - - $1000 (Y - - - . -
Real Estaie Non-Utilzation Tax

{% on Assessed Vaiation) 10.0% 10.0% - {k - - - - - .
Condomimium Conversion

Priviicge Tax {% on Assessed

Valvation) 8.0% 3.0% 8.0% 8.07% 83% - - - . -
Hotel Room Renwi Tax .

(% on Cost of Room Renal) 3 (h 3.0% 504 () S0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% (m

NOTES:

{a) The rate for the Wage, Eamings and Net Prafits Tax for non-residents i 4,3125%, Effective July |, 1991 the Ciy's share of the
Wage, Earnings and Net Profis Taxes for Ciy resdents & 3.46%, white PICA receives |.5%.
(b) Effective July |, 1985, ransfers made by cozporate entities are subject 1o Reahy Transier Tax

Tax effective July 1, 1984, Increase effective July 1, 1985, 60% of Net income Tax peid i credited agains: Net Profas Tax puvabic

Inctease effective July |, 1985, Decreases effective July 1, 1985, and Juiy !, 1987

Tax effective January 1, 1983 and 10 be deposited mto a special account eswblished solely for the purposes of the wourist promotion ayency, and not available for

(e} Inérease effective July 1, 1988
{d) Phased decreases beginning July [, 1990
(e} 5
{N)  Effective Sepxetber 28, 1991,
(g
[h) These zxes were repealed in FY 1993,
(i) The City expects to convert ths tax 10 a lkensing fee n FY 1994
) TaxefTective July |, 1988, repeakd effective July 1, 1989
{k) Tex ro longer asscssed,
0}
gencral purposes. Increase effeciive December |, 1986,
(m)

Tax rale increase to 6% upon substantial completion of the Convention Center which will occur in FY 1984,
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Assessment and Collection of Real and Personal Property Taxes

The Board of Revision of Taxes (the “Board™) appoints real estate assessors who annually assess all
real estate located within the City. The assessors return assessments for each parcel of real esiate to the
Board. The Board may increase or decrease the property valuations contained in the returns of the
assessors in order that such valuations conforms with law. Afier the Board gives proper notice of ajl

changes in property assessments, and afier it has heard all assessment appeals, it then makes assessments
and certifies the resulis to the Department of Revenue.

With regard to the assessment of personal property. each taxpayer who resides in the City s required
to file an annual return indicating the aggregate actual value of all personal property subject to the
Phitadelphia personal property tax, which is a tax on certain intangibles. The Board may increase or
decrease the property valuations in any personal property tax returns so that such valuations conform

R
"

with law. »

Real estate taxes, if paid by February 28, are discounted by 1%. If the tax is paid during the month of
March, the gross amount of tax is due. If the tax is not paid by the last day of March, tax additions of
1.5% per month are added to the tax for each month that the tax remains unpaid through the end of the
calendar year. Beginning in January of the succeeding year the 15% tax additions which accumulated
during the last ten months of the preceding year are capitalized and the tax is registered delinquent.
Interest is then computed on the new tax base at a rate of 0.5% per month until the real estate tax is fully
paid. Commencing in February of the second year, an additional 1% per month penalty is assessed for a
maximurm of seven months, See Table 7 for levies and rates of collections.

[INTENTIONALLY BLANK)
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TABLL 6
CITY OF PNILADELPHIA
ASSESSED AND MARKET VALUE OF TAXABLE REALTY IN PHILADELPHIA
FOR TTIE CALENDAR YEARS 1984 TIIROUGIT 1993
(Amounts in Millions of Dollars)

€T

Assessed Value Adjusted to 6/30/93 (a) Market Value on Basis of STER Ratio Estimated Marketr Value Based an Sale
Percentage Assessment Pcr‘.:crltage Percentage
Increase Ratio of Increase Assessment Increasc

{Decrease) State Tax (Decrease) Ratio as (Decrease)

Calendar Over Equalimtion Over Determined Over
Year Amount Prior Year Board (b) Amount Prior Year by Sales (d} Amount Prior Year
1584 5981 1.08% 0372 16,078 14.94% 0.241 24,869 13.48%
1985 6,271 4.85% 0.365 17.181 6.86% 0.223 28,146 13.18%
1986 6,687 6.63% 0.333 20,081 16.88% 0.252 26,504 (5.83%)
1987 7.156 7.01% 0.329 21,751 8.31% 0.258 27,758 4.73%
1988 1,577 5.88% (.308 . 24601 13.10% D243 31,194 12.38%
1989 7,595 0.24% 0.308 24,659 0.24% 0.250 30.38¢ (2.61%)
1990 §.455 11.32% 0.300 28,221 14.44% 0.238 33,540 16.99%
19914 8,367 437% 0.300 29,576 4.80% . 0.246 36,103 1.58%
1992 9,049 2.05% 0.300 30,183 2.05% 0.252 35.952 (0.42%)
1993 (c) 9.099 0.55% N/A N/A MIA NIA NiA NIA

Total Increase
1984-1993 3181 52.13% - - . - - -

Compounded

Annual Average . we
Rate ol Increasc

1984-1993 4.77%

NOTES:

{3) The adjusiment refleets reductions in assessments pursuant (o established proceduces for 1eview of waessmems

(b)Y The State Tax Equalization Board (STEB) delermines annuaily for each municipalty in the Commaonscalth a ratio of assessed vahition 1o tue value
The ratio & used for the purpose of equalizing certain state school aid distribution

{c) Al lune 10, 1993,

{d) The Assessment Ratio as presented has not been adjusted to allow for the effects of large or unusuat sales
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TARLE 7
CUUY OF PHILADELPIIA
REAL PROPERTY TAXES LEVIED AND COLLECTED
FOR THE CALENDAR YEARS 1984 TNROUGH 1993
($ in Millions)

Collections
Within Year

Amount of Levy asa
Assessed Yalue Collectible in Percent of Total Collectio
of Taxahle Real Year of Levy Amount Adjusted Collections of as a Percent o
Calendar Original Property Less Amount Not  Adjusted tg | Ceollected in -~ Amount  Delinquent Taxes Total Adjusted Amaon
Year of Assessed Adjusted to Millage Adjusted Collectible as of 6/30/93 (&) ° Year of Collectible  Relating to Year Collections Collectible
Levy (a) Value (&) 6/30/93 {c} Rate {d} Gross Levy §-30-93 (e) {4)—(5) Levy (6 {T){6) of Levy (T + (D) [10){6)
{(n 2) &) (4) (8) (6) N (8) (9 (o) (11)
1984 $6.370 $5.981 39.00 $233.3 $0.4 $232.9 $219.6 94.3 $13.0 £2132.6 99.9
1985 6,709 6271 35.05 219.9 0.4 219.5 205.9 93.8 12.3 118.2 99.4
1986 7.223 6,687 35.05 2344 04 234.0 220.3 9d.1 11.7 232.0 99.1
1987 7272} 7.156 3505 250.8 0.5 . 250.3 236.2 94.4 1.5 M7 99.0
1988 8.242 7.577 35.05 265.5 0.6 264.9 248.4 931.8 11.2 261 .6 98.8
1989 8,317 7.595 37.45 2844 1.4 283.0 261.4 931 15.1 278.3 98.4
1990 9.261 8,455 37.45% 316.6 1.8 314.8 290.5 92.3 17.1 307.4 97.7
1991 ‘ 9,604 8.B67 37.45 3zl 32 3289 297.6 90.5 16.0 IR ¥ 953
{992 0681 2.04% 3745 340.2 1.9 3383 306.4 90.6 5.7 H PR 921
1993 9.676 9.099 37.45 T 3406 Q.1 340.5 288.5 (g} 84,7 ] N/A NIA N/A
NOTES:

{n) Real propeny tax bills arc seal owf in catly January and are payble at onc percent discount until February 28, and the face amount is due on or hefore March 31, without inlerest ar pcfll\aliy

(h) Inclsdes $334.2 nillion in 1984, $395 5 million in 1983, 5474.1 milficn in 1986, $501.7 million in [987, $566 8 mitlion in 1938, $603 7 million in 1989, $592.8 wmillion in 1990, $546 @ millian in 19, $415 6 illan
in 1992 and 3334 | million in 1993 classified as exeinpt under ordinance {1411 1130) appraved February 8, 1978 which provides relicl from real estate taxes on improvements to deseriorated industrial,
commercial or other business property for a period of five years, Alse includes $1.0 million in 1983, $2.6 million in 1986, 54,1 million in 1987, 344 9 miltion in 1988, $47.9 mitlion in 1989, $4) & million in 1990,
$30.9 million in 1991, $45.4 mitlion in 1991, snd $40.4 million in 1992 and $35.8 million in 1991 classificd as exempt under ordinance (Bill 1456-A) ns amended, approved January 28, 1983 which provides for
for a maximum threg-yesr tax abatement for owner-occupams of newly consirucied residential property; and Legislaiive Act 5020-205 as amended, approved Octaber 11, 1984 which provides for a maxinnun
thisty month wx abalement to developers of residential property.

(¢} The adjustmeni reflects reductions or increases in assessments pursuant to csiablished procedures for review of nssessinents

{d} In 1983 the miltage rate was reduced o 35.05 as & result of a rate iransfcr io the School District of Philadclphin. The millage rale was increased to 37 45 in 1939,

{c) Amounts shown as not collcctible are (1) amounts which have been incomectly cenified ns assessable where property belonged 10 n non-1axable governmental or a non-profit arganization, (2] amounis fur
propedtics which are considered vacant or abandancd and have delinquencics ol more dian 2 years and (3) smounts diec by tanpayers who are in bankruptsy and proteeted by the conrts fram collection of
iaxes levied, These amounis imay not refleet all taxes that are in 3 non-collechible siatus as the records ofthe Depariment of Revenus do notreflect ol propeaies in bankrupicy. RMercover, the amounis o
not rellect the propenies which hase been taken over by public agencies and which wese nat remeved from the assexsment rolls in a timely manner

N Amconis shown as collected intlude ampunts allowed as discouws for pay menis during the discoun period.

g] ncindes collections theough Junc 30. 1993 while the other years include collcclions through December 31 ol the year ol tlie Tesy 1135 estimated the approximaicly 915 of the nes lesy for FY 1993
will be collected within the year ol levy. resulting in appeoximately $309,9 nullwn by Decenber 31,1993
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EXPENDITURES OF THE CITY

The major City expenditures are for personal services, purchase of services, employee benefits, debt
service and materials and supplies.

The Current Five-Year Plan proposes several initiatives concerning personnel, management and
productiviry.

Personal Services (Personnel)

The adopted budget for Fiscal Year 1993 authorized the City to employ 29,690 full-time employees,
and the salaries of 24,777 were authorized to be paid from the General ‘Fund, a reduction of 1,600
positions since 1986. The actual number of employees supported by the General Fund was 22,846 as of
June 30, 1993, representing a reduction of 1,207 employees since June 30, 1992. Additional employment
is supported by other funds, including the Water Fund and the Aviation Fund.

Additional operating funds for employing personnel are contributed by other governments, primarily
for categorical grants, as well as for the conduct of the community development program. These activities
are not undertaken if funding is not received.

The following table sats forth the number of filled full-time positions of the City as of June 30 for
Fiscal Years 1986 through 1993 and budgeted positions for Fiscal Year 1994

TABLE 8
CITY OF PHILADELPHIA
FILLED, FULL-TIME POSITIONS - ALL OPERATING FUNDS
Actual at June 30 Adopted
) Budget
1986 1987 1988 1989  -1990 1991 1992 1993 1994
Funds ;
General .
Police 7,487 7,557 7,310 6,921 7,396 7,224 7,175 6,885 7,053
Streets 3,365 3311 3,273 2,851 2,718 2,706 2611 -2416 2,356
Fire 2,729 2,628 2,603 2,424 2,488 2,409 2,354 2,293 2,417
Health 1,614 1,683 1,696 1,523 1,555 1,449 1,387 1,257 871
Courts 2,365 2414 2,462 2,439 2,550 2,415 2,128 2,068 2,099
Other 8819 8.886 9,141 8,485 8,532 8.388 8.400 1527 8.953
Total General 26,377 26,479 26,485 24,643 25,239 24,591 24053 22,846 13,749
Other Funds 3,586 3,527 4,106 4,076 4.176 4,283 4,340 4,395 4.786
TOTAL 29963 30.006 30,591 28719 20415 28.874 28,393 _ 27.24] 28.535

Labor Relations

The City conducts collective bargaining with four major bargaining units. Approximately 16,000
non-uniformed employees are represented by District Councils 33 and 47 of the American Federation of
State, County and Municipal Employees, AFL-CIO. The bargaining units for uniformed employees are
the Fraternal Order of Police (the “F.Q.P.”), Lodge No. 5 and The Philadelphia Fire Fighters Association,
Local 22, lnternational Association of Fire Fighters, AFL-CIO, which together represent a total of
approximately 9,200 employees. Uniformed employees bargain under Act 111 of 1968, which provides
for final and binding arbitration for collective bargaining disputes.
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On July 1, 1992, the four year contracts with non-uniformed union members and the two year
contracts with uniformed union members both expired.

The City recently compieted collective bargaining with representatives of the non-uniformed unions.
The resulting four year contracts call for no wage increases in years one and two, a 2% increase in the
last quarter of the third year and a 3% increase in the last quarter of the fourth year. The contracts also
provide for reduced payments by the City to the unions to cover the costs of union-administered health
plans, a reduction in the number of paid holidays from 14 to 11 over a three year period, a reduction in
sick days for new hires from 20 to 15 and numerous work rule changes which will grant the City greater
flexibility in managing its work force. The contracts also increase the number of paid adminisirative
leave days per year from 3 to 4, maintain longevity pay and prohibit layoffs of non-uniformed employees
to make up budget shortfalls arising out of unfavorable arbitration awards relating to uniformed
employees. The members of the non-uniformed employees unions hav%'rétiqu the four vear contracts.

The bargaining units representing the uniformed City workers opted for binding arbitration for their
new labor contracts. Contract awards were made for the F.O.P. and the fire employees which are
consistent with the contract for the non-uniformed unions. The PICA Act provides that labor arbitration
decisions made pursuant to Act |11 resulting in increases in wages and fringe benefits shall consider and
give weight to the then-approved Five-Year Plan and the ability of the City to pay the cost of such
increases, Both parties have the right under certain circumstances to appeal arbitration decisions, which

are subject to limited judicial-review.

The F.O.P. appealed the 1993 arbitration award to the Philadelphia Court of Common Pleas. The
Court of Common Pleas upheld the arbitration award in all respects, except as such award related to the
reduction in temporary disability pay. The F.O.P. appealed the decision of the Court of Common Pleas
to the Commonwealth Court and the City cross-appealed such decision with respect to temporary
disabiiity pay. The City expects to prevail in this matter, but if the F.O.P. should prevail in its appeal. the
financial condition of the City could be materially adversely affected. .

A large part of the savings projected in the Original Five-Year Plan were contingent upon the
outcome of labor negotiations and arbitration awards. The Current Five-Year Plan factors in the outcome
of the new contract with non-uniformed workers and assumes similar terms in the contracts for police

and fire employees.

[INTENTIONALLY BLANK]
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Table 9 presents employee wage increases for the Fiscal Years 1986 through 1996.

TABLE 9

CITY OF PHILADELPHIA
EMPLOYEE WAGE INCREASES
FISCAL YEARS 1986-1996

District District Fraternal Philadelphia
Council Council Order Fire Fighters
Fiscal Year No. 33 No. 47 of Police tation
1986 8.0% (a) 8.0% (a) 8.0% (2) 8.0% (a)
1987 4.0% (b) 50% (c) 6.0% (d) *°  _6.0% (d)
1988 6.0% (&) 5.0% (f) 6.0% (g} 6.0% (g)
1989 no increase (h) no increase (h) 5.0% (i) 5.0% (i)
1990 50% () 3.0% (j) 6.0% (k) 6.0% (k)
1991 6.0% () 6.0% () 5.0% (m) 5.0% (m})
1992 8.0% (n) 8.0% (n) 5.0% (o) 5.0% (o)
1993 ne increase (p) no increase (p) no ingcrease {p) no increase (p)
1994 no increase {q) no increase (q) no increase (q) no increase (g)
1995 20% () 2.0% () 2.0% (1) 2.0% (1)
1996 3.0% (s) 3.0% (s) 3.0% (u) 3.0%(u)
NOTE:
(a) Second year of two year contract effective July 1, 1984.
(b) Increase effective August 15, 1986 — contraci expired June 30. 1988.
(c) 2% increase effective July 1, 1986 and 3% increase effective March [, 1987 - contract expired
June 30, 1988.
(d) 4% increase effective August |, 1986 and 2% increase effective January 1, 1987 - contract expired
June 30, 1988.
(e Second year of two year contract: 6% effective January 1, 1988.
() Second year of two year contract: 5% effective January 1, 1988,
{g) Second year of two year contract: 3% effective July [, 1987 and 3% effective Januaryl, 1988.
(h) First year of a four vear contract - received two cash bonuses ($500 Auvgust 15, 1988, $500
January 15, 1989). These bonuses did not become part of base salary.
(1) First year of a two year contract: 3% effective July 1, 1988 and 2% effective Januaryl, 1989.
)] Second year of a four year contract: 5% effective February !, 1990.
(k) Second year of two year contract: 6% effective July 1, 1989,
(I Third year of a four year contract: 6% effective March 1, 1991,
(m)  First year of a two year contract: 5% effective July 1, 1990.
{n) Fourth year of a four vear contract: 8% effective April 1, 1992.
(o) Second year of a two vear contract: 5% effective July 1, 1991,
{p} First year of a four year contract.
{(q) Second year of a four year contract.
{r) Third year of a four year contract: 2% effective April 1, 1995,
{s) Fourth year of a four year contract: 3% effective April I, 1996.
(1) Third vear of a four year contract: 2% effective January [, 1995,
{u) Fourth year of a four year contract: 3% effective January 1, 1996.
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Employee Benefits

The City provides various pension, life insurance, health and medical benefits for its employees.
General Fund employee benefit expenditures for Fiscal Years 1988 through 1994 are shown on Table 10.

TABLE 10
CITY OF PHILADELPHIA
GENERAL FUND EMPLOYEE BENEFIT EXPENDITURES
FISCAL YEARS 1988-19%4
{Amounts in Millions)

Adopted
Actual Budget

Pension Contribution $1309  $136.2  §127.5 $1475 $187.1 $186.2 31915
Health-Medical-Dental 124.2 121.5 139.1 i61.0 166.6 136.9 150.3
Social Security 355 38.6 37.9 397 40.9 42.7 43.7
Other 22.8 250 35.1 39.7 42.6 52.4 53.8

Total $313.4 33213  $339.6 $387.9 34372 34182 34393

[INTENTIONALLY BLANK]
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Purchase of Services

The City accounts for a number of expenditures as purchase of services. Major purchases of services
in the General Fund in Fiscal Years 1988 through 1994 are shown on Table 11.

TABLE 11
CITY OF PHILADELPHIA
PURCHASE OF SERVICES IN THE GENERAL FUND ()
FISCAL YEARS 1988-1994
(Amounts in Millions)

: Adopted  Adopted
Actua) “Budget Budget
1988 1989 1990 1991 1992 1993 1994

Refuse, Garbage and Sludge $49.8 639 $57.4 §58.7 $62.0 $ 66.6 5663
Utilities and Postage 532 53.5 52.7 52.7 56.4 60.i 58.8
Vehicle Leasing 16.7 204 233 243 243 5.2 12.7

Building Rentals, Demolitions

and Abatements, Other Rents,

and Repairs and Maintenance 497 529 552 56.8 682 64.1 68.2
Care of Individuals (b) 2256 2539 252.5 268.8 2749 303.7 3526
Payment to SEPTA for Commuter

Services and Leased

Properties (¢} - 45.8 53.1 50.7 54.1 48.8 50.2 50.8
Criminal Justice Related (d) 17.2 263 30.8 27.1 342 33.5 54.9
Health Care and Occupational

Health 17.2 26.0 22.6 26.3 26.2 28.3 242~
Convention Center and Port (€) 1.1 10.9 0.0 0.0 0.0 0.0 0.0
All Other 46.8 63.0 56.4 64.0 67.6 71.7 82.9

Total $533.1 $623.9 $601.6  $632.8 $662.6 $689.3 $771.4
(a) Figures do not include accounts payable.
{b) Includes Mental Health and Mental Retardation and Child Welfare whose costs are reimbursed in part

by the Commonwealth, subject to appropriation being made by the Commonwealth. .

{c) Southeastern Pennsylvaniz Transporiation Authority (“SEPTA”) directly operates buses, trolleys,
subways, and other transit service in the City and in parts of four suburban counties. SEPTA's Regional
High Speed Line Division ("RHSL™) had been operated under contract by Conrail.

(d) Includes payments for the Public Defender, Dependent and Delinquent Placements, Prison Mandates,
and court ordered support of the “Core Count™ agencies.
(&) Payments to the Convention Center were formerly on 2 contractual basis but are now reflected -as

advances to the Pennsylvania Convention Center Authority.

FIGURES MAY NOT ADD DUE TO ROUNDING

City Payments to SEPTA

SEPTA, the region’s mass transit system, is the fourth largest mass transit system in the nation. In
recent years SEPTA’s operations have been pressured by increasing operating costs. Requirements to
replenish the capital plant are not being met and are growing. The City's Fiscal Year 1994 adopted
budget assumes annual operating subsidies by the City of $50.8 million to SEPTA, The Current Five-
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Year Plan provides that the City’s contribution to SEPTA wili grow to $56.7 million by Fiscal Year
1998.

Municipal Pension Fund (Related to All Funds)

The City is required by the Home Ruie Charter to maintain an actuarially sound pension and
retirement system covering all officers and employees of the City. Court decisions have interpreted this
requirement to mean that the City must make contributions to the Municipal Pension Fund sufficient to

fund:

(a8)  Accrued normal costs. Accrued normal costs for any vear are actuarially computed
amounts necessary to be contributed to the pension funds to provide, in the future, the
pension and sufvivor benefits earned by the work force during such year.

.

(b) Interest on the unfunded accrued liability of the pension system at an assumed interest
rate of 6%.

{c} Amortization over periods of twenty and forty years of certain unfunded prior service
costs and interest thereon as ordered by the Court of Common Pleas of Philadelphia
County in two class action sufts brought by pension fund beneficiaries (referred to in
Table 12 as the Bogen and Dombrowski cases).

City non-uniformed employees become vested in the Municipal Pension Plan upon the completion of
ten years of service or upon the attainment of age fifty-five. Upon retirement, non-uniformed employees
receive up to 80% of the average salary of their highest three years, based on years of service. City
uniformed empioyees become vested in the Municipal Pension Plan upon the completion of ten years of
service or upon the attainment of age forty-five. Upon retirement, uniformed employees receive up to
100% of their “average final compensation”, which is equal to their highest salary during an
uninterrupted twelve month period or the final year of employment, subject in either case to certain

adjustments.

The pension fund was actuarially valued every two years through 1984 and beginning with the July
1, 1985 valuation report, is required 10 be actuarially valued each year.

The July [, 1980 unfunded fiability, as amended by subsequent reports, will be amortized over 38
years through annual contributions which will closely approximate a level percent of payroll. The
Pennsylvania Municipal Pension Plan Funding Standard and Recovery Act, enacted December 18, 1984
adopted changes in funding of municipal pensions that have been reflected in the valuation report for
July 1, 1985. In particular, this act generally requires that unfunded actuarial accrued liability be funded
in annual level dollar payments. The City is permitied to amortize the July 1, 1985 unfunded actuarial
accrued liability over 40 years ending in 2025. Based on an actuarial schedule providing payments
increasing at 6% per annum, the unfunded accrued liability should be fully amortized by 20)9.

Table 12 is a comprehensive statement of operations of the City Municipal Pension Fund for Fiscal
Years 1989 through 1993,
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TABLE 12
CITY QF THILADELPHTA
CITY MUNICIPAL PENSION FUND
COMPARATIVE SCHEDULE OF OPERATIONS
FOR THE FISCAL YEARS 1989 THROUGH: 1993
{Amounts in Millions of Dollars)
1989 19949 1991 1992 1993
Amount Ve Amount K Amount e Amount Y Amount k3
Revenue, ’
Conributions.
Employces:
Members' Contributions 5 40.6 12.3 s 4¢3 10.7 5 44 8 14,1 s 44,8 0.4 3 450 107
Less; Refunds to Members 6.9 2.0 7.2 1.9 7.2 2.3 57 1.2 4.9 1.2
Nel Members” Contribwtions 337 10.3 JEN) 8.8 316 1.8 391 81 an.) 8.5
Employer's: -
Cily of Philadeiphia 1350 380 142 .7 193 169.8 51.6 176.6 174 1143 49.6
Commanwealth of Pennsylvania '
Theough City of Philadelphia 213 83 - - - 348 73 35.1 -
Quasi Governmental Agencies 14 1.0 3.2 0.9 29 09 4.8 1.0 16 a9
Tolal Employer's Canisibutions 1557 473 i509 40,2 1127 §4.5 2162 457 2130 50.5
Commonwealth of Peonsylvania 136 4.1 40,9 0.9 16.4 14.8 11.9 2.8 6.5 1.6
Tonal Contributions 2000 617 2249 59.9 2569 Bk 169.2 568 259.6 616
Investment Earnings 1250 L1 R 150.2 A0 593 18.7 W35 41.0 161.6 183
Other 0.7 0.2 0.4 0.1 0.7 0.2 0.6 0.1 0.5 0.t
To1al Revenues 328.7 100.0 375.5 100.0 3169 100.0 4733 100.0 421.7 0.0
Disbursements:
For Pension Benefits 250.4 260.5 7 287.8 3125
For Othet Purposes, Excluding Relunds 10.5 9.6 9.4 10.4 43,2 (1)
Toal Disbussements 260.9 2701 1821 208.2 155.7
Excess of Revenue Over Disbursemenis I 57.8 3 105.4 $ 348 5 175.1 5 66.0
Ner Assets
Opening 3 14640 5 15118 5 a2 3 1.6720 s 1.BATN
Closing 1,531.8 1,617.2 1,672.0 |,847.1 19111
Iserense Dwnmp-be Year 5 67.8 $ 105.4 $ 4.8 3 175.1 5 66.0
LEXHIBIT
| Pension Benefits Paid as a Peicent of
A. Net Contributions of Members 743.0 78710 7253 736.1 7793
B. Revenue 6.2 694 86.1 60.8 741
C. Closing Nel Assels 16.3 15.9 16.3 156 16.3
2. The Closing Assets as g Percent of
Total Disbursements 5874 606.1 5921 6194 53T 8
3, Coverage of Revenues over Disbursements 126,0 139.0 B3 1587 1186
4 Investmen! Farnings as a Percent of
Pension Benclits 19,9 517 217 w7 597
(1 Ieburscin, ars e Ul Pugpangs s s amouat of 38802 il snghaty 853 2 grllmen o doses slug b the pimangsl dechine o makat sabo sl s ang signes
: ) l H : 1 )




DEBT OF THE CITY

The Constitution of the Commonwealth provides that the authorized debt of the City “may be
increased in such amount that the total debt of the City shall not exceed [3.5% of the average of the
annual assessed valuations of the taxable realty therein, during the ten years immediately preceding the
year in which such increase is made, but said City shall not increase ils indebtedness of an amount
exceeding 3.0% upon such average assessed valuation of realty without the consent of the electors
thereof at a public election held in such manner as shall be provided by law.” It has been judicially
determined that bond authorizations once approved by the voters will not be reduced as a result of 2
subsequent decline in the average assessed value of City property.

The Constitution of the Commonweaith further provides that there shall be exciuded from the
computation of debt for purposes of the Constitutional debt limit, debt (herein called “self-supporting™
incurred for revenue-producing capital improvements which may reasonably be expected to yield revenue
in excess of operating expenses sufficient to pay interest and sinking fund charges thereon. The amount
of such setf-supporting debt to be so excluded must be determined by the Court of Common Pleas of
Philadeiphia County upon petition by the City. Seff-supporting debt is general obligation debt of the
City, the only distinction from tax-supported debt being that it is not used in calculation of the
canstitutional debt limit. Self-supporting debt has no lien on any particuiar revenues,

As of July 1, 1993, the Constitutional debt limitation for tax-supported general obligation debt was
approximately $1.063 billion. After legally authorized deductions, approximately $981.0 million of tax-
supported general obligation debt was authorized as of such date (none of which was unissued), leaving a
balance of $82.0 miliion available for future authorization. The City is also authorized to issue revenue
bonds pursuant to The First Class City Revenue Bond Act of 1974. Bonds so issued are excluded for
purposes of the calcuiation of the Constitutional debt [imit.

Short-Term Debt

The City has issued notes in anticipation of the receipt of income by the General Fund in each fiscal
year since Fiscal Year 1972, Each note issue was repaid when due prior to the end of the fiscal year of

iIssuance.

The City sold a $350 million credit enhanced tax and revenue anticipation note (“TRANT} issue on
July 1, 1993. Credit enhancement for the TRANS is in the form of irrevocable diréct pay letters of credit
provided by Canadian Imperial Bank of Commerce (“CIBC"), CoreStates Bank, N.A., Morgan Guaranty
Trust Company of New York, and PNC Bank, National Association. The TRANs were successfully sold
in the public capital markets. The City also sold a 3100 million TRAN issue in November 1992,
subsequent to the approval of the Original Five-Year Plan by City Council and PICA and PICA’s
issuance of the PICA Bonds. The TRANSs sold in 1992 were credit enhanced by letters of credit from
CIBC, CoreStates Bank, N.A., Fidelity Bank, National Association, Mellon Bank, N.A., Meridian Bank,
and'Provident National Bank, were also successfully sold in the public capital markets and were repaid in
full by the City when due. In July of 1992 the City privately placed a 3155 million tax anticipation note

issue with PICA.

The City was unabie to sell notes in the public capital markets during Fiscal Year 1991 and
experienced substantial difficulty negotiating the sale of the notes to local financial institutions. The City
initially expected to sell approximately $375 million of notes during late summer 1990: the City
ultimately was able to sell only $150 million of notes in a private placement in January and February
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1991, upon. more stringent terms and at a higher interest cost than the City would have normaliy expected
to recetve in public capital markets.

Long-Term Debt

Table 13 presents a synopsis of activity in the bonded debt of the City and its component units for
Fiscal Year 1993. Table 14 sets forth 2 ten year historical summary of tax-supported debt of the City and
School District. Table -15 sets forth the debt service requiremnents to maturity of the City’s outstanding
bonded indebtedness. As of June 30, 1993 the City’s tax-supported general obligation debt. less sinking
fund assets, equalled $792.6 million. Prior to 1974, items presentty funded from revenue bonds were
funded from general obligation debt of the City. '

i

Of the tota] balance of City tax-supporied general obligation bonds outstanding at June 30, 1993,
without subtracting sinking fund assets, 29% was due to mature within 5 years and 55% was due to
mature within 10 years.

[INTENTIONALLY BLANK]
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Bonded Debt Outsanding,

Tuly 1. 1992*

Bonds I53ucd
General Gblyation
Revenue Refundng

Toul Bonds l1sved

Bonds Manged/Relunded
General Qbamuan
Revenue

Revenue Refunded

Toul Bonds
MangedRefunded

Bonded Deln Qusandng, June 30, 1993

Genersl Oblyzaton

Revenue

Tou! Bondad Debe
Qurstundny,
Fune 10. 1993

Snkng Fund Assets
Avslible for Payment
af Proceal

Smkny Fund Assers
HcH“by Fucal Agem
Agert

Mer Debr

TABLE 13
CITY OF PHILADELPHIA
CITY RELATED BOND INDEBRTEDNESS
June 38, 1993
{Amounts in Milliens)

General Fund Types

Enterprise Funds

School

City District  Municipal Gut Redevelopment Parking Totals
Genersl  Genatral  Authority Waler  Aviation  Warky Authamiy  Aulhori(y AN
Fund Fuad Fung PICA Tonsis Fund Fund Fund Fund Fund* Totals Fundy
—ene e
HEICH gdlid 4706 $4745 523673 $1.434 2 0 08 581 3 S04 | S246%ab 55061 %
RIE IV ) L
s Fiva 1799 - 3926 - - ~ - - - 926
N . : - . . 3766 - -- 1766 176.6
——
2127 e - 1926 - = 166 - - 17686 769 2
=l -
FAES
1048 2234 1579 - 4353 (3] 66 - Fr " 3K 499 2
)
- - - - - 433 [ 3] 3] 1565 " 11 w76 ¥7e
. . - — - -~ - 1799 . . 799 2799
—
104 3 1234 157 % - 4851 . 501 i2 ¢ 3Lz 156 1.1 190¢ 576 7
5063 007 &2 6 ans 1nat %9 %9 . . Loy 23779
- - - 13572 2524 7660 619 M0 25765 2576 5
%0613 '—2007 . 4928 445 2774 1.384 1 1591 wE0 . T 679 1030 2680 4954 4
1.9 P} 13 049 44 134 ne 750 55 L1 2561 pEIN}
&7 0 - = - A67.C s a1 - - - o1 §7.1
2574 572 3481 § $4245 21127 31,249 ) $3J04 5638 0 5524 5954 524235 B45d462

" " The Farkng Autharar x prescites # ofthe chsc of thew fcel year March 11, 199
** Acticay af he Coavcncar end Cn g Canter Feod, elaged June 30 1990, mleeied m the Ceneral fuad
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TABLE 14
CITY OF PHILADELPHIA

CITY AND SCHOOL DISTRICT NET TAX SUPPORTED DEBT AND DEBT SERVICE RATIOS

0 Net Tax Supponed Debr {Milliens)

i
Bended Debt
Qther Long-Term Obligations (1}
Toral Ty

Qvarlapping Schoo! Distnz
Bended Debr
Dther Lory-Term Obligauens (1)
Tonl School Distnet
Total Debt

Estmaied Popuiatian (Thousands) (3}
Assessed Valuation (Millions) (4)
Esimmed Marker Vaiue {Millions) (4)

Cuty Ner Tax Supported Annual Debs Service
Bonded Deby
Crher Long.Term Obligations
Toual tLine 11 and Line 12)

Cirv Genernal Governmenul Obligatons (5}

Mey Tax Supponed Debl per Capina
Culy Bonded Debt (Lint [/Linc 3)
Citv. Total Loag-Term Debt (Line YLinc 8)
S¢hool District Tow! (Line 6/Line 8)
Taotal {Line Miinz £)

Net Tax Supponed Debl as & Percenuge of Assessed
W aluattgn
City Bonded Debt {Line |/Line 9)
City Tow! Long-Term Debi (Line 3/Linc §)
$choc! Distnct Toial (Line 6/Line 9)
Total (Linz Wlane B)

Net Tax Supponed Debt as a Percentage of Estimated
Market Value
Lty Bonded Debt (Line 1/Line 10)
Cuy Total Long-Term Dedt {Line 3/Line 10)
School Dhserict Toral (Line 6/Line 10}
T ol (lane Wline 19}

City Net Tax Supponed Debt Scrvier as @ Percentage of

Cn» General Govemmentl Okligations
Ciw Bonded Debi (Line | {/Line 14)
Ciny Toul Long-Term Gbhyations (Line 13/Ling 14)

(Amounts in Millions of Dollars)

FOR THE FISCAL YEARS 1984 THROUGH 1993

Canwsts of leasing obligausns and payments an contingent Lkabilities, Beginning imv 1984, alss includes accrued compensaied absenses.

Consists of amounls dug the Commanwealth of Peansylvama for vocationad education, the State Public Building Authorily and lcasing oblations,
Bewnningsn 1984, also includes acerucd Terminal and Severance Pays

Seurce’ LS, Department of Commerce, lurcau of the Census and Whanen Econometric Foregasting Associates.

Sec Table 6

Consisis of General Fund and Speetal Revenue Funds, all of which account far general yovernmenzal lunciions.
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1984 1985 1986 1987 1938 1988 1990 1981 1991 1993

3 6621 3 633.2 § 575 § 6807 57512 5 T8 38411 3 3554 5319 5 e
3318 4166 3616 a71 188 1,064 13320 1,126.% 16220 18173
1,000.1 1,049 § 1,142 7 13517 1,669 8 1.7810 2,079.1 2,182.1 15059 26099
2081 2811 e 1029 FEEN 377" 3507 400.5 4114 o
7153 248.6 230.1 291.8 308.2 3285 T2t 3693 392.0 32).3
a1n s 500.3 5820 596.7 5633 1057 6914 7703 50) 4 7220
$1,6407 31,8501 31,9247 51968 4 $1.335 1 524887 52.7TLS $29518 $.309.3 $3.391.9
165} 1643 1.647 1619 1629 1,647 1.543 1,586 1,588 1,526
5.981 6,271 6687 7156 1.577 7.595 5,455 t.367 9,049 .09
24,869 23,148 18,504 17,758 31,194 30380 35,540 36,103 35951 NIA
3 LI 865 1029 1172 1e1 1104 124.8 2254 176 4
123 344 16.) 423 LR b4 834 L.t 97% %6 !
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2010 1854 3518 4152 4611 3. 545.1 £19.3 $19.6 @97
605.7 6390 693.9 5247 1,025.0 1,082.6 13474 13759 14800 16456
2068 3045 1534 164.0 LLER] 6285 449 4 435.7 5066 4931
3725 9414 1,047.3 11887 14135 IR 1.796.8 1,861.6 2.086.4 1337
11 07% 10.10% 8 66% 9.51% 9% 9.50% 5% 9.65% 9.10% 1T1%
1572 V6 14 1709 1389 12.04 2} .41 24,59 25.61 27.6% 1868
717 7.98 170 534 878 5.29 820 569 11 .59
209 24 72 2579 . 1082 hp Ay} 1w 3130 16,57 R
266 2,28 218 248 241 238 137 2.37 2.29 NIA
4,02 3D 431 437 538 587 5.45 04 6591 A
177 ] 2.20 .15 113 232 193 215 223 NIA
579 551 631 102 149 119 7.30 Lis 9.20 NIA
$4) LR L 479 55 Sob LR 3] sa7 5.2% 513 672
$87 708 079 777 796 742 754 1,94 12.67 19,09
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CITY RELATED ANNU

General Obligarion Bonds

TABLE JS
CITY OF PHILADELPHLA

AS OF JUNE 30, 1993

{Amounts In:511ons ol Dollars)

AL DEBTSERVICE ON LONG-TERM DERT

Revenue Bonds

Fisgal Tux Supported Sel.Supporing Telal Wsaterand Sewer Gay Worky Avintisn Fund
Pringipal lnigrey} Total Pringipal Interes| Tatal Principsl Inigresy Totsl Prngips! Interggl Total Pringipal Interest Total Printipak _ Interzsd Jotal

1994 1013 564 1650 174 [X] 0 186 T4 1950 43 9 144 ME 43 676 [1] o m
1993 1717 $T1 Mo (LX) 16 54 3 859 1KH N7y 118 ] 13a2 17 41l [ 3] 12 HE m1
1994 19 Hé 4 173 75 e .1 611 13 ] 50 09 10 n 0] Mo 17 HE b1
1997 LN ne 196 161 87 129 Se H "4 n7 T 102 ue w2 Mo 12 ws m?
1998 161 421 559 L] 1) T brks 341 1070 367 4 1M1 M 360 01 L1} vy n7
1999 166 462 s 151 45 126 3,7 307 o4 L1 @0 129% uo ne 678 94 193 e
o 113 ant wr 124 14 15 99 “e 9% 634 641 1196 ne W (53} L} na b1}
2001 me w02 300 97 17 124 98 g 924 L] 36 ¢ 16 ni ] ) (30 LT T2 n?
2007 331 313 ne 79 19 L] at w12 174 . T 854 1281 ns ny 41 e 170 1111
7003 6% 1% Mna 5P (L] 74 s 0 ne b 30 1217 HE %6 543 s 1 ®7
2004 70 0 627 62 10 71 411 317 L1 104 451 1259 10 1) 569 11e 152 F1Y]
2005 15) ue &2 7 06 &1 410 93 ms nz? 0 1233 98 uz 40 148 " n?
2006 111 60 ) 10 02 LY 39) 82 635 v 412 Yo L1 ] 32 27 4r¢ 313 Ho H.E)
007 al? 9 13 [:33 ol 09 413 no 613 x1 e (A N] 73 I 4971 91 na w9
2008 289 194 483 03 0 0é B4 194 449 14 16) 17 b g4 194 4T 48 "a w0y
2009 ni 171 401 ()] - 02 ni 1" 404 55 %1 (V1) 18 ITs 432 106 192 201
1010 134 133 JLE] - - - te4 [13] STh] Y] 2% "9 17 158 429 ns L] W
W04 161 140 101 - - - 162 1114 hli ] ni M3 451 %8 My 447 113 L] W09
2002 (k] 127 0z - - - 175 1”7 01 e 9 an Uy 1z bE] s 1) w01
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1014 08 98 304 - - - 08 (1} j04 264 194 s ni 114 N 159 1) 09
2013 173 12 093 - - - n3 [} LLEY 4 173 439 ne 100 nz 1 17 w9
2016 149 4 w4 - - - HD &4 304 04 155 439 1ne E? 0 9} 21 ins
1017 251 it 03 - = - 231 43 01 24 134 451 L} 17 261 100 13 "ns
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1015 o9 Ve 111 - - - 103 117 111 1 t7 we 161 48 F1% - - -
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001 ni 61 1 “ - - (3R] 2] 131 21 1 [13 ] 136 ls m - - -
1032 - - - - - - - - - 04 [ M2 122 i 1350 - -
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216 - . - - - - - - - - - - 53 L} 11 = - -
27 - - - - - - - - - - - - 31 [}] 54 -~ - -
Toul § 8615 {a) T2 3 L3M6T (U $ 541 [FEREYTITH 631§ 174 § 13372 3 11024 % 24396 1 7650 SE004 5 1DM4 3 2814 3138 15%0
Sinkin g Fund

Assets Held by
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Sinking Fund k3

Assens N 07 16 04 - 04 i) or 10 14 - 134 4e} no t .| e - 2B

Net Deb $ 1924 j A $ 15008 [ § 340 $ 202 1 3 9407 1 1619 317047 $1.221% $ 11024 $ 23281 1§ 630 3 5,1 $1,131) 3 1318 5336 3 3672
) - "

NOYES,

(3) Included in this anounl is 536 } millian issued for Port purpased which has been u:lu.: ified as Tax-Supported due ta (he sule ol the Pan Compenion

{b) O Masch 22, 1990, 348 0 million was ypucd ws 30 year vatisble e bonds. The varisbie rate bonds weie hedged with & ten year 6 35% hicsest mic swap tansaction A 6 53% inleress rate was 133umed for the 1emaming termal the Bongs
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of 31} rillien.
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i Fiscal Yent 199,

{c} In addition 10 the 5134 4 nvllion available in Sinking Fund Asscis, 5322 million has been reserved in the Water and Scwer Ranewal and Replacement Fund in sgcordance with the Seventh Supplement Amendment 10 the Genena), Water and Sever
Revenwe Band Ocdnance of (974 !

{N Ln addition to the 511 & millian available in Sinking Fund Asses, 520 milban has been reserved in & Reaewal, Replacement and Cuntingency Fuad which has been funded by the procceds of the Senes 1971 Aviavon Revenue Bands
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TABLE L5 -{Continued}
CITY OF PRILADELFHIA
CITY RELATED ANNUAL DEBT SERVICE ON LONG-TERM DEBT
AS OF JUNE 39, 1993
(Amounts in Millions of Dollars)
Total Generad Qullgation
Torad: 2nd Revenve Bonds Citer Long-Term Oligation Total Long-Term Debr Fiseal
Principel interest Total Principal Iiterest _ Tolal Principml Interest Toly Prineipal Inleresl Totn Year
811 1497 2308 199.7 226 4158 105.5 267 1z 3082 2518 5580 1954
86 142.2 2288 1364 .M 3491 927 259 1186 2288 21320 4678 1995
o1 1423 2118 i43.6 2044 3530 LIk ) Pk 106§ 2304 2287 459.1 1996
967 1362 1319 1503 1949 3454 9.6 230 taz T 2101 2130 4481 1957
6 1393 2289 1513 184} 3359 T8 . 221 101.9 M6 206.2 4378 1998
104 4 « 22 2268 1361 1728 1289 34.2 %l L] 1052 21403 1938 444, 999
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CAPITAL IMPROYEMENT PROGRAM

The Capital Improvement Program for Fiscal Years [994-1999 contempiates a total comrnitment of
$3.574 billion of which $1.816 biilion is financed through Federal, Commonwealth and other sources and
$1.757 billion is supported through City funding. Table 16 shows the amounts anticipated to be spent

each year from various sources of funds for capital projects.

The Current Five-Year Plan discusses the City’s capital budget and its expected commitments and

funding sources.

TABLE 16
CITY OF PHILADELPHIA
1994-1999 Fooe
CAPITAL IMPROVEMENT PROGRAM ™
(As Adopted)
{Amounts in Thousands)
1994 1993 1996 1997 1998 1999 Total
City Funds - Tax Supported
New Loans s 0 $ 96334 $ TIBGO § 72,148 § 66,049 § 60,863 $1367254
Operating Revenues . 5,134 4,109 4,143 [.i69 1,179 1,189 16,923
City Funds - Seif-Sustaining
Prior Funds 70,725 70,725
New [Loans 198,460 122,428 141,156 179,426 255,839 115,845 1,013,154
Operating Revenues 4,000 500 300 500 500 500 6.500
Other City Funds
Authority 205,564 1] 0 G 0 a 215,564
Previously Authorized
Authority 33,707 0 0 4 0 ¢ 33,707
Revolving Funds 5,000 3,000 3,000 16,500 3,000 3.000 33,500
Total City Funds 532,590 226371 220,659 268,743 326,567 181,397 1,757,327
Other Than City Funds '
Federal 299,873 195,209 116.259 170,262 142,243 108309 1,032,157
State 123,757 59.528 50,341 89,992 90,376 83,363 567357
Other Governments &
Agencics 12,335 11,884 11,092 11.644 12,965 12574 72.494
Private 84,604 5,107 15,107 16,456 9,543 1,320 144177
Totai Other Than
City Funds 520,571 320728 222799 288394 255127 _207.366 1.816.185
TOTAL ALL FUNDS §_1.053.161 548.099 5443438 558137 $581.6094 388,691 £3.573.512

Source:

Phitadefphia City Planning Commission.
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Various claims in addition to the lawsuits described above have been asserted against the Water
Department and in some cases lawsuits have been instituted. Many of these claims have been reduced to
judgment or otherwise settled in a manner requiring payment by the Water Department. As of June 30,
1992, the aggregate loss for Fiscal Year 1992 which resulted from these claims and lawsuits and which
was paid out in June 1992 was $5.0 million. The Water Department’s budget for Fiscal Year 1993
contained a reserve for Water Department claims in the amount of $6.5 millien. Fiscal Year 1993
settlements in excess of that amount will be paid during Fiscal Year 1994 from a Water Department

ciaims reserve of $6.5 million.

[INTENTIONALLY BLANK]
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SOCIOECONOMIC INFORMATION
Iatroduction

The City includes within its boundaries an area of approximately 130 square miles and a resident
population of over 1.5 million people. The City is in the heart of an eight county metropolitan area with
approximately 4.8 million residents. Air, rail. highway and water routes provide easy access to the City.

The City is strategically located on ihe east coast with easy access to markets, resources,
government centers and transportation. The City’s metropolitan area is the nation’s fourth largest in
terms of total retail sales and disposable income. Approximately one-haif of the population of the United
States fives within an overnight drive, ’

Quality of Life

The City is a very livable city with relatively Jow housing and business costs. According to Federal
government statistics, the City is among the safest large cities in the country. In a recent survey of crime
data, the City had the lowest crime rate of the ten largest cities in America.

The City is rich in history. art, architecture and entertainment. Cultural and historic attractions
include the Philadelphia Orchestra, Academy, of Music, Pennsylvania Ballet. Pennsylvania Academy of
Fine Arnts, Philadelphia Museum of Ar Franklin Institute, Mann Music Center. Opera Corr{pany of
Philadelphia and the Rodin Museum. The South Philadelphia Sports Complex. consisting of Veterans
Stadium and the Spectrum, is home to the Philadelphia Phillies, 76ers, Fiyers and Eagles. The City also
offers its residents and visitors the Independence National Historical Area, which inciudes Independence
Hall and the Liberty Bell, and one of the largest urban park systems in the world, including Pennypack
Park and the 8,000 acre Fairmount Park, containing the country’s first zoo.

The City is a center for health, education, and science facilities. With its many hospitals, six
medical schools, two dental schools, schools of optometry and podiatry and the Philadeiphia Center for
Health Care Sciences in West Philadelphia, the City is one of the iargest health care and health care
education centers in the world.

The City has thirty-one institutions of higher education with a total enrollment of over 110,000
students. Included among these institutions are the University of Pennsylvania, Temple University,
Drexel University, St. Joseph’s University and LaSalle University. Within a short drive from the City
are such schools as Villanova University, Bryn Mawr College, Haverford College, Swarthmore College
and the Camden Campus of Rutgers University. The undergraduate and graduate programs at these
institutions help provide a well-educated and trained wark force to the Philadelphia community.

The City also has major research facilities, including those located at its universities, the medical
schools, the Wistar Institute, the Fox Chase Cancer Center and the University City Science Center
(“Science Center”). The Children’s Hospital of Philadelphia broke ground in 1992 for a new 3100
million biomedical research facility located within the Philadelphia Center for Health Care Sciences in
West Philadelphia.

Demographics

During the ten year period between 1980 and 1990, the population of the City decreased from
1,688,210 to 1,585,577, This 6% loss of population was less than half of the 13% loss experienced
during the 1970’s.

4i
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TABLE 17
POPULATION
CITY, PMSA & NATION

: % Change
1980 1990 1980-1990
Philadelphia 1,688,210 1,585,577 (6.1)%
Philadeiphia PMSA* 4,716,818 4,856,881 3.0%
United States 226,500,000 249,632,692 18.2%
Source U.S. Dept. of Commerce. Bureau of the Census.
* PMSA: Primary Metropolitan Statistical Area is. by definition of the Bureau of the Census. 2 large urbanized

county, or cluster of counties, with very sirong internal economic and social‘"]inks.-a_eA PMSA must have a
cambined total population of one millien or mare. 1n addition, a PMSA must also be comprised of counties
that conform to: () a total popuiation of at least [00.000: {b) a population that is at least 60% urban: and (c)
a population where less than 50% of the resident workers commute to jobs outside of the county. The
Philadelphia. Pa.-N.J, PMSA includes the couniies of Bucks., Chester, Delaware, Monigomery and
Philadeiphia in Pennsyivania and the counties of Burlington. Camden and Gloucesier in New Jersey.

The average age of the City’'s population is increasing. This trend toward an older population is
consistent with the population patterns in the United States as a whole.

-

TABLE 18 e
POPULATION AGE DISTRIBUTION
Philadelphia Pennsylvania
% of % of % of % of
Age 1984 Total 1950 Total 1980 Total 19%0 Total
0-24 633,899 38.4 563,816 35.6 4,623,651 38.9 4,021,585 33.8
25-44 4335458 264 490,224 30.9 3,068,618 259 3657323 30.8 -
45-64 340,744 20.6 290,303 18.3 2,641,397 223 2,373,629 20.0 -
65-84 219,272 13.3 217913 13.7 1,404,384 11.8 1,657,270 13.9
85 & up 20.966 1.3 22.801 1.4 125,345 1.1 171,836 1.4
Total 1,688,210 100.0 1,585,577 106.0 11,863,895 '100.0 | 1,381_.634 100.0
United States
% of _ % of
Age 1980 Total 1990 Tota]
"0-24 93,756,684 41.4 90,342,198 36.2
25-44 62,706,876 27.7 80,754,835 323 -
45-64 44 497,132 19.7 46,371,009 18.6
65-84 23,304,412 10.3 28,161,666 11.3
85 & up 2.239.721 1.0 3.080.165 1.2
Total 226,504,825 100.0 249,632,692 100.0

Source: U.S. Dept. of Commerce, Bureau of the Census.
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The Economy

The City economy is composed of diverse industries. Virtually all classes of industrial and
commercial businesses are represented. The City is a major business and personal service center with
strengths in insurance, law, finance, health, education and utilities.

The cost of living in the City is relatively moderate compared to other major metropolitan areas.
The City, as one of the country’s education centers, offers the business community a large, diverse and
industrious labor pool. Office occupancy rates as of March of 1993 are among the highest in the Country
with approximately 84% of office space occupied or committed, while the average cost per square foot
for office-space in the City also compares favorably with costs in other cities.

TABLE 19
RENTAL RATES CBD* OFFICE SPACE
IN § PER SQUARE FOOT

verag
New York City {(midtown) 38.88
Washington, D.C. 37.79
Chicago 31.54
Los Angeles 29.79
Bosion 28.46
Miami 26.33
San Francisco 2531
Philadelphia 23.48
Piasburgh 20.63
Atlanta 20.25
Dallas 20.02
Phoenix 19.44
Houston 17.67

Source: ONCOR Inmernational, Midyear 1991,
. CBD = Central Business District .

Employment

Empioyment data for the City residents show growth in the City's labar force and in the number of
City residents who are employed (see Table 20). In 1992, City residents represented 28% of all
employed residents of the PMSA. The number of employed City residents increased by more than
50,000 during the period 1980 to 1990.

The total number of jobs within the City increased during the period 1983 1o 1988 (Table 22),
reversing nearly two decades of job losses. The tolal number vl jobs declined again beginning in 1989
and continuing through 1992, as the City and region began to ship into recession,

The employment changes within the City principally have been due to declines in the manufacturing

sector and the relatively stronger performance of the service cconomy. The City's and region’s economy
is diversified, with strong representation in the health care. povernment, and education sectors bul
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without the domination of any single employer or industry. This continues to moderate the effects of
national economic downturns on the local economy.

In accordance with the Federal government’s plans to close military facilities, the Philadelphia Navy
Base and Shipyard (the “Shipyard™) is in danger of being currently targeted for closure. The Shipyard
has aver 15,000 employees and this figure, if closure occurs, will be reduced io 2,500.

The City's plans to participate to the fullest extent possible in the fight to keep the Shipyard open,
including pursuit to an existing federal court lawsuit. But it would be less than prudent for the City to
assume complete success in these efforts. Consequently, the City has embarked on a major effort to
analyze and plan for the potential reuse of the Shipyard, as well as the job training and placement issues
related to the work force. The City has established a tri-state Commission on Economic Development at
the Shipyard to provide policy guidance. The City also has convened a working group of City agencies
ted by the City's Commerce Department, including the Planning Commission,"the Law Department, and
the Philadelphia Industrial Development Corporation (“PIDC”). Three technical working groups have
been set up on Labor, Business and Technology, and Land and Facilities Reuse. The City is in the
process of obtaining $3.3 million in grants funds to support the planning and study efforts refated to this
activity.

The City’s planning goal, assuming closure occurs, is to seek reuse of this facility in closely related
economic activity (e.g. manufacturing or as 2 Marine Technology Center), which will utilize a significant
portion of the current work force and in-place faciiities and infrastructure.

TABLE 20
LABOR FORCE DATA ANNUAL AVERAGE
BASED ON RESIDENCY

1980 1982 1984 1986 1988 1990 1991 1992

Philadelphia (000)*
Labor Force 695.0 693.2 702.7 724.1 728.9 7324 7277 699.4
Employment 634.1 621.2 637.3 673.8 686.6 6882 669.7 638.0
Unemployment 60.8 72.0 65.4 50.3 423 44,1 58.1 6l1.4
Unemployment Rate (%) 8.8 10.4 93 6.9 5.8 6.0 8.0 8.8
' Philadelphia PMSA (000)* ‘
Labor Force 2,173.0 2,207.1 22591 23643 24200 24384 24312 24347
Employment 2,0253 2,0154 2,103.8 22395 23202 23247 22747 22558
Unemployment - 148.5 191.7 1553 124.8 09.8 [13.6 1565 179.0
Unemployment Rate (%) 6.8 8.7 6.9 53 4. 4.7 6.4 7.4
United States (000,000)
Labor Force 106.9 110.2 113.5 - 117.8 121.7 124.8 1253 127.0
Employment §9.3 99.5 105.0 109.6 115.0 1179 116.9 117.6
Unemployment 7.6 10.7 8.6 8.2 6.7 6.9 8.4 9.4
Unemployment Rate (%) 7.1 9.7 7.5 7.0 5.5 5.5 6.7 7.4
Source: Commonwealth of Pennsylvania Department of Labor and Industry, Office of Employment Security,

Director of Research and Statistics. Pennsylvania Civilian Labor Force Serics by County of Residence and
Pennsylvania Civilian Labor Force Series by Labor Market Area.

* Re-benchmarked figures,
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TABLE 21
PHILADELPHIA
‘TOTAL MONTHLY EMPLOYMENT AND MONTHLY UNEMPLOYMENT RATES
BASED ON RESIDENCY
January 1991 - Novémber 1993

Total Unemployment
Employment Rate %

Month 139] 1992 1993 1991 1992 1993
January 663,700 634,400 630,900 7.4 83 9.0
February 665,800 632,900 431,400 7.8 9. 9.0
March 655,200 630.300 626,500 30 8.3 8.1
April 670,800 627,300 624,900 7.8 7 <90 8.5
May 665,300 629900 630,800 8. o5 8.5
June 679,900 642,700 639,600 8.1 5.0 8.8
July 678,800 640,600 642,900 8.5 9.2 9.8
August 668,900 641,900 715700 8.1 9.2 9.8
'Septernber 665,100 639300 699,200 8.1 8.9 9.0
October 675,360 643900 639,600 8.0 9.0 9.2
November 675,800 649,500  642,200* 7.6 8.1 8.9*

December 671,300 643.200 7.3 7.6

-

Source: Pennsylvania Department of Labor and Industry. Bureau of Research & Statistics.

* Preiiminary Data
TABLE 22
PHILLADELPHIA
NON-FARM PAYROLL EMPLOYMENT*
(Amounts in Thousands)
1983 1984 1985 1986 1987 1938 1989 1990 1991 1992
Totai Employment 743.1 7524 7554 7603 7723 7759 7616 7467 7184 696.1
Manufacturing 1092 108.6 103.2 9958 96.0 92.2 87.0 8l.6 74.8 689
Non-Manufacturing 6339 6438 6522 660.5 6763 6837 6746 6651 6438 6272
Construction and .
Mining 17.0 17.2 17.3 17.2 17.3 17.5 17.0 16.0 134 114
Transportation/Public ‘
Utilities 46.6 46.4 452 443 45.0 44.4 40.9 39.9 89.5 374
Trade 142.5 1450 1458 1481 148.1 1493 1443 1363 126.52 119.9
Finance/Insurance
Real Estate 64.7°  66.4 G6.6 69.5 72.8 71.5 68.6 64.7 61.3 .
Services 2250 2285 2359 2425 2503 257.2 2621 2652 2644 2635
Government 138.] 1403 1415 1389 1428 1438 141.7 1430 1395 135.]
Source: Commonwealth of Pennsylvania, Department of Labor and Indusiry, Office of Employmemt Security.

Bureau of Research and Siatistics.

* Includes persons employed within the City, without regard to residency.
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Source:

(2)
(b)

Source:

TABLE 23
LARGEST 20 NON-GOVERNMENTAL EMPLOYERS
IN THE CITY OF PHILADELPHIA

1992
No. of
Employer () Empioyees

University of Pennsylvania 22,196 (0)
Thomas Jefferson University 7,886
CoreStates Financial Corporation 7,429
CIGNA Corporation 5,067
Strawbridge & Clothier 4,739
Albert Einstein Healthcare Foundation ) 4,630
Philadelphia Eiectric Company S 4,166
Hahnemann University : 4,110
Bell of Pennsylvania 3,419
Metlon PSFS 3,411
Provident National Bank 3.381
The Medical College of Pennsylvania 3,381
Consolidated Rail Corporation {Conrail} 3,300
ARA Services Inc. 2,549
Philadelphia Newspapers, Inc. 2,797
Pennsylvania Hospital 2,665
The Children's Hospital of Philadelphia 2,650
Graduate Health System 2,524
Drexel University 2,335
1.974

USAIr

Philadelphia Business Journal, Book of Business Lists, 1993 Edition; December 28, 1992,

Does not inclyde fzderal, state and city agencies.
Inctudes Hospital of the University of Pennsylvania.

TABLE 24
FORTUNE 300

LARGEST INDUSTRIAL CORPORATIONS

WITH HEADQUARTERS IN PHILADELPHIA PMSA

1992
Sales
Corporation Type of Industry Ranking (3 Millions)
Sun Petroleumn Refining 59 8,626.0
Unisys Computers 62 8,421.9
Campbell Soup Food 85 6,278.5
Scott Paper Paper Products i10 4,886.2
Crown Cork & Seal Metal Products 131 3,780.7
Rohm & Haas Chemicals 53 3,083.0
Amtek Electronics 420 776.2
Tyco Toys Toys, Sporting Goods 423 768.4
Betz Laboratories Chemicals 438 710.2
Toy Technoiogies Electronics 480 621.1

Fortune Magazine, April [993.
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TABLE 25
FORTUNE 500
LARGEST SERVICE CORPORATIONS
WITH HEADQUARTERS IN PHILADELPHIA PMSA

1992
Assets
Corporation Type of Industry Ranking (§ Millions)
CIGNA Financial 8/Financial 69,287.0
Bell Atlantic Utility 3/Utilities 28,099.5
Corestates Finance Corp. Banking 30/Banking 23,699.1
Philadelphia Electric Utility 19/Utilities 12,578.2
Consolidated Raii Transportation ! 6/Transportation; - 7.315.0
. Penn Muwal Life Insurance 46/Life Insurance Tt 6,248.4
Alco Standard Service 21/Service 2,444.8
ARA Group Service 23/Service 2,005.2
Advanta Financial 50/Service 1,775,
U.S. Healthcare Service 60/Service 981.1
Aico Health Svs. Service 37/Service 848.7
Inielligent Electronics Service 45/Transportation 6303
Source:  Fortune Magazine, May 31, 1993,
TABLE 26
TOTAL INDUSTRY EMPLOYMENT BY ESTABLISHMENT

ANNUAL AVERAGES

{Amounts In Thousands)

PHILADELPHIA PMSA

ESTABLISHMENT DATA 1989 1990 1991 1992
Non-Agricultural Employment 22102 2203.1 2126.6 2095.5
Goods Producing ' 469.2 446.6 405.8 386.7
Construction & Mining 105.2 97.3 79.0 73.7
Manufacturing 364.0 3493 326.8 313.0
Durable Goods 1894 1774 160.4 . 1499
Nondurable Goods i74.6 i71.9 1664 = 163.1
Service Producing 1741.0 1756.5 1720.8 1708.8
Transp. & Public Utilities 100.6 101.5 100.7 97.8
Whojesale & Retail Trade 514.1 502.1 431.1 486.9
Fin, Insurance & Real Estate 161.9 160.9 156.3 157.4
Services 662.8 687.4 681.6 685.0
Government 3016 304.7 3011 299.7
Federat Government 80.4 80.4 78.8 75.0
State & Local Government 221.2 2243 222.3 224.7
Source: Burcau of Research & Statistics, Pa. Department of Labor and Industry.

Income

The following table shows comparable data relating to per-capita income for the City, the PMSA,
and the United States.
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As shown below, over the past few years, real per-capita income has generalty outpaced the urban
cost of living index, suggesting that on average, the newly created service jobs have generated positive
real income growth for City wage earners.

TABLE 27
CONSUMER PRICES PERSONAL INCOMES

% change
1985 1990 1991 1985-1991
CP1-U United States (2) 107.6 130.7 136.2 26.6%
CPI-U Philadelphia PMSA (8) 108.8 135.8 142.2 30.7%
Personal Income Per Capita (b)
Philadeiphia 12,410 16,721 17,430 40.5%
Philadelphia PMSA 15,253 21,347 *f.8.383"; 20.5%
United States 13,899 18,696 19,091~ 37.4%
Source:
{a) Consumer Price index.- All Urban Consumers. U.S. Bureau of Labor Statistics,
(b) U.S. Department of Commerce, Bureau of Economic Analysis. Regional Economic Information System.
TABLE 28
NUMBER OF FAMILIES BY INCOME RANGE IN PHILADELPHIA PMSA
” Number of Families Percentage of Families
Income 1990 1980 1970 1990 1980 1970
Under $5,000 244,825 533,891 510,178 5.4% 13.1% 16.9%
$5,000-9,999 452,700 672,333 1,100,275 10.1 15.9 36.5
$10,000-14,999 415,303 653,060 348,781 9.2 15.5 28.2
$15,000-24,999 818,918 1,199,078 434,007 18.2 284 14.4
$25,000-49,999 1,572,890 1,007,274 96,779 35.0 239 32
$50,000 and over =~ _ 988,322 155.024 21,110 _22.0 3.7 0.1
Total 4,492,958 4,220,660 3,011,130 100.0% 100.0% 100.0%
NUMBER OF FAMILIES BY INCOME RANGE IN UNITED STATES
Number of Families (000’s) Percentage of Families
Incgme 1990 J980 1970 1990 1980 1970
Under- $5,000 4,901 10,663 10,373 5.2% 13.3%, 20.3%
£5,000-9,999 9,184 12,772 16,630 9.7 159 32.5
$10,000-14,999 8,925 12,342 13,617 9.3 153 26.6
£15,000-24,999 16,723 21,384 8,177 17.7 26.6 16.0
£25,000-49,999 31,334 19,614 2371+ 332 . 243 4.6*-
£50.000 and 23246 _ 36%2 — N/AT 246 4.6 N/A*
over
Total 94,313 80,4487 51,168 _ 100.0% 100.0% 100.0%
Source: U.S. Department of Commerce, Bureau of the Census.
. In 1970 the highest income range was $25.000 and over.
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Retail Sales

The following table compares retail sates activity among the City, the PMSA, and the United Siates.

TABLE 29
RETAIL SALES
1984 1985 1986 1987 1988 1989* 1960* 199i1*

Philadelphia

(% Billions)
Durable Goods i.4 1.2 1.1 2.1 N/A N/A N/A NiA
Non-Durable Goods 3.1 5.3 5.1 4.8 N/A N/A N/A N/A
Total 6.5 6.5 6.2 6.9 7.4 8.7 9.1 9.6
Philadelphia PMSA

(% Billions)
Durable Goods 84 0.8 11.9 11.6 11.9 12.2 12.2 15.2
Non-Durable Goods 16.0 17.3 18.0 18.8 20.0 22.1 22.9 23.0
Total 244 27.1 30.3 304 119 343 35.1 38.2
United States

(% Billions) -
Durable Goods 463.0 511.3 562.8 5766 6274 6455 6464 6530
Non-Durable Goods 830.9 866.5 8827 9655 1,022.6 1,088 1,151.5 1,189.7
Total 1,293.9 1,377.9 1,445.5 1,542.1 1,650.0 1,753.0 1,797.9 1,842.7
Source; 1984-1987 Wharton Econometric Forecasting Associates; for 1988-1992, U.S. Department of Commerce,

Current Business Reports, BRE9-R.

b The City has ceased its subscription to the Wharton (WEFA) Ecoﬁomelric Philadelphia Model. For 1988-92,

Retail Sales per WEFA has been replaced with Retail Sales per U.S. Department of Commerce. The two

statistical series may not be exactly equivalent.

The following table reflects taxable sales for Philadelphia from fiscal years 1987 t0°1992.

TABLE 30
CITY OF PHILADELPHIA
TAXABLE SALES 19§7-1992
(5000's)

Fiscal Year Taxable Satles
1987 6,978,483
1988 7,438,700
1989 " 7,930,683
1990 8,184,333
1991 8,010,867
1992 9,274,167

Souree: Pennsylvania Depariment of Revenue.

N/A
N/A
8.9

4.7
249
39.6

The City of Philadelphia is the nation’s 4th largest metropolitan area in terms of total retail sales.
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TABLE 31

RETAIL SALES BY STORE GROUP (S000)*

1991
Philadelphia PMSA Pennsyivania United States
Total Retail Sales 7,451,387 35,120,446 80,941,685 1.821.385,935
Faod 1,826,320 7.708.966 17,794,603 370,234,607
Eating & Drinking 972,845 3,107,033 7,300,361 189,192,158
Gen. Merchandise 837.029 3,999,091 9,230,884 2§7.493,516
Furmiture, Furnishings
& Appliances 284,502 1,693,050 3,713,716 89,838,952
Automotive 992,815 7.329,641 16,697,888 375,644,032
Drug 446,234 1,430,456 3,382,091 74,094 27]
Other 2,091,642 9.852,209 22,822,142 503,968,400
Per Household
Retait Sales 12,382 19,486 17.856 19,443
Source: Sales and Marketing Management. “/992 Survey of Buying Power”. August 24, 1992,
* Total Retail Sales reflects net sales (less refunds and allowances for returns) for 2]l establishments primarily

engaged in relail trade. Receipts from repairs and other services are also included, but retail sales by
wholesalers and service establishments are not.

Effective Buying Income and Household Income

The median household effective buying income for the City in 199] was 327,520, 86.1% of the
Commonwealth median household effective buying income, and 85.8% of the U.S. median household
effective buying income. The Philadelphia metropolitan area has the nation’s 4th largest total effective
buying income. Effective buying income (“EBI") is defined as all personal income less personal taxes,
non-tax payments (fines, fees and penalties) and contributions 1o social insurance. EBI is also commonly

referred to as disposable or after-tax income.

v
550,600

$10,000-  $20,000- $35,000- and

19.999 34,999 49,999  gver

TABLE 32
CITY AND PMSA EFFECTIVE BUYING INCOME
1991
% of Hou
Median !
Total EBI Household
(200) EBL
Philadelphia $20,575,850 527,520 19% 24%
Bucks Co. 1,512,840 46,731 9 19
Chester Co. 8,297,170 49,334 9 18
Delaware Ce. 0,843,248 40631 12 21
Montgomerv Co. 15,462,219 47,238 9 19
Burlingtor Co., N.J. 7,787,897 48,361 G 18
Camden Co., N.J. 83617024 40,538 13 2}
Giouster Co., NI 3,870,100 43834 h 19
Total Metro Area 84,966,348 39,012 13 21
Pennsylvania 178,188,888 31,968 17 25
United States 3,728,967.043 32.073
Source: Sales and Marketing Management. /992 Survey of Buving Power”, August 24. 1992,
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Infrastructure

The residents of the City and surrounding counties are served by a2 commuter transportation system
operated by SEPTA. This system includes two subway lines, a network of buses and trolieys, and a
commuter rail network joining Center City and other areas of the City to the surrounding counties. The
Pennsylvania General Assembly in 1991 enacted legislation providing a dedicated source of revenue 1o
SEPTA for use in maintaining and upgrading its infrastructure. A high speed train line runs from
southern New Jersey to Cenier City and is operated by the Delaware River Port Authority (“"DRPA™).
The opening of the commuter rail tunnel in 1984 provided a unified City transportation system linking
the commuter rail system. the SEPTA bus, trolley. and subway lines, the high speed line to New Jersey
and the airport high speed line. An important addition to the area’s transportation system was the
opening of the airpont high speed line between Center City and the Philadeiphia‘International Airport in
1985. The line places the airport less than 25 minutes from the Center City business district and connects
directly with the commuter rail network and the Convention Center which opened in June 1993,

Amtrak, SEPTA, Conrail. CSX Transportation and Delaware and Hudson Ratlread provide inter-
city, commuter and freight rail services connecting Philadelphia to the other major cities and markets in
the United States, More than |00 truck fines serve the Philadelphia area.

The City now has one of the most accessible downtown areas in the nation with respect to highway
transportation as well as high speed rail by virtue of the recent completion of 1-95 in the vicinity of
Philadelphia International Airport: the Vine Street Expressway (1-676), running easi-to-west through the
Central Business District between [-76 and 1-95; and now the “Blue Route” (1-476) in suburban
Delaware and Montgomery Counties which feeds into the Schuylkill Expressway (1-76) and thus into
Center City Philadelphia.

The City owns the Philadelphia International Airport (“PHL") located eight miles southwest of
Center City and a smaller airport in Northeast Philadelphia. The PHL is accessible by major highways
within the City and from surrounding communities and SEPTA’'s high speed train line. The PHL
annually provides its 16 million passengers with service from seven domestic air carriers, ten commuter
airlines, four foreign flag carriers, eleven charter airlines and ten all-cargo carriers. USAIir has hub
operations in the City. A new terminal with 12 gates for both international and domestic operations
opened in March 1991. After sustaining a 7.8% decrease in passengers during 1991, airport traffic
rebounded in 1992 with a 6.3% increase, restoring totai airport traffic to 16 miliion passengers. This
increase was due primarily to a stabilized international environment after the Persian Gulf war, deep
discounts resulting from “air fare wars” in mid-1992 and continued USAir growth in its air hub
operations at PHL, including new non-stop service to Paris. A $50 million domestic terminals renovation
program is currently under construction.

Air cargo traffic continues to grow at PHi.. Outbound air mail and cargo for 1992 totalled 210,000
tons, representing 2 4.3% increase over 1991. This increase is due primarily to continued traffic growth
by United Parcel Services Inc. (“UPS™). UPS’ 200-acre East Coast hub package handling and sorting
facility opened at PHL in September, 1989. In addition, a new 30-acre U.S. Postal Service air mail
facility was completed during October, 1991,

The Port of Philadelphia is one of the busiest ports in the United States, hoiding a leadership
position in the handling of many labor-intensive cargoes. 1t is the leading handler among all U.S. ports of
Chilean fruit entering the country. with a 70% market share. and a ieader in the handling of high-quality
paper and other forest products. Containerized cargo is handled at the Port’s two modern container-
handling facilities, Packer Avenue Marine Terminal and Tioga Marine Terminal. The Port’s publicly-
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owned facilities are managed by the Philadelphia Regional Port Authority (“PRPA™) and are now
benefiting from a $56 million Commonwealth capital program for facility modernization and expansion.
The Port also services a growing number of cruise-ship calls. Foreign trade zones are located in the port

district.

The water and wastewater systems of Philadelphia are owned by the City and operated by the City's
Water Department. The water system provides water to the City (130 square mile service area) and a
portion of the water to the Bucks County Water and Sewer Authority. The City obtains approximately 54
percent of its water from the Delaware River and the balance from the Schuylkill River. The water
system serves approximately 494,500 households through 3,300 miles of mains and provides fire
protection through more than 27,700 fire hydrants.

The wastewater system services a total of 279 square miles of which-130 square miles are within the
City and 149 square miles are in suburban areas. The total population™served is approximately
2,286,000, according to the 1990 census. The wastewater system contains three water pollution control
plants, 16 pumping stations and approximately 2,955 miles of sewers. By order of the Delaware River
Basin Commission, the City is required to achieve effiuent limitations which are considered more
stringent than those required to achieve secondary treatment levels as defined in the Federal Water

Pollution Control Act Amendments of 1972, as amended.

The City is responsible for collecting solid wastes from sources other than industrial or commercial
institutions. Approximately 3,200 tons of solid waste per day are collected by the City. Municipal solid
waste is disposed of at various landfills operated outside City limits. The City has entered into a contract
with a major private contractor for fandfill space.

Some elements of the City’s capital plant are aged and in need of repair, maintenance and/or
reconstruction. The City’s Capital Improvement Program for Fiscal Years 1994 through 1999 addresses
this need. The City’s capital improvement requirements are dictated by the need to provide services and
maintain the existing infrastructure, New projects are recommended by the City Planning Commission
only if they enhance the City’s economy, protect public health and safety, improve the City’s
neighborhoods, make government more efficient, leverage other government and private funds or
preserve unique resources. Examples consistent with these priorities are projects such as the
modernization of terminal buildings at the PHL, upgrading police and fire facilities, improvement of
housing services, libraries, health facilities, the transit system and numerous projects to enhance the
City’s industrial and commercial development. Also included in the capital improvement program are
projects for the City’s museums, recreation facilities and parklands.

Housing

The City boasts a diversity of neighborhoods and housing opportunities. There are over 100
neighborhoods, some of which trace their origin to the eighteenth century and the early settlements of the
City. Approximately 60% of the City’s housing units are owner-occupied.

Housing costs are low relative to the largest metropolitan areas in the United States, and costs are
very competitive with major metropolitan areas in the Northeast Since 1988, home ownership and rental
costs in Philadelphia have increased more slowly than costs in Pittsburgh, Baltimore and Washington,

D.C.



TABLE 33

HOUSING AFFORDABILITY IN MAJOR MARKETS
THIRD QUARTER 1991

Median Priced Median Composite

Existing Single Household Qualifying Affordability

Famil m Income Income (a) Index (b)
United States $101,800 230,511 332,329 94.4
Atlanta, GA 95,100 34,490 30,466 113.2
Baijtimore, MD 114,000 33,947 36,902 92.0
Boston, MA 175,500 36,833 56,734 64.9
Chicago, IL 135,800 31,902 43,902 72.7
Cleveland, OH 89,400 30,239 28,607 105.7
Dallas, TX 90,300 32,920 28,967 113.6
Detroit, Ml 83,100 33,254 26,974 i233
Houston, TX' 76,700 34,394 24,806 138.7
Kansas City, MO 76,800 30,378 24,409 124.5
Los Angeles, CA (€) 226,300 28,709 72,643 39.5
Miami/Hialeah, FL. 99,500 26,351 32,482 81.1
New York/N. New jersey,

Long Island, NY/NI/CT 176,200 33,823 55,663 *60.8
Philadelphia, PA T 112,100 30,852 35,948 85.8
Phoenix, AZ 86,500 30,771 28,079 109.6
San Diego, CA (¢) 191,800 28,742 63,221 45.5
San Francisco Bay

Area (¢) 262,000 34,038 86,687 39.3
St.Louis, MO 80,700 31,357 26,036 120.4
Washington,

DC/MD/VA 118,200 43,623 52,190 83.6
Source: HSH Associates for Metropolitan Areas; FHFB for U.S,

(a) Based on current lending requirements of the Federal National Morigage Association using a 20% down
payment. t

(b) Median Heusehoid Income as a percentage of Qualifying Income.

(c) The Califernia Association of Realtors publishes a housing affordability index for areas within the state

which differs significantly from these values because il measures the propartion of households which could
theoretically afford 1o purchase the median price home rather than the ability of a median income family to

carry the mosgage.

California data is provided for compartsen only, Source:

Home Sales; National

Association of Realtors, Economic Research Division; December 199). Statistics are no longer recorded at
the Nationa! Association of Realtors.
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TABLE 34
CHARACTERISTICS OF HOUSING UNITS

1960 1970 1980 1390

Toral Housing Units

City of Philadeiphia 649,033 673,524 685.629 674,899

Philadelphia PMSA 1,333,962 1,536,872 £.554,65! 1,461,310

Pennsylvania 3,581,877 3,924,757 4,597412 4,938,140
Percent Owner Occupied ’

City of Philadelphia 61.9% 59.7% 61.0% 62.0%

Philade!phia PMSA 70.0% 67.1% 63.4% 68.5%

Pennsyivania 68.3% 68.0% 64.2% 70.6%
Median Value of Owner Occupied Housing = e,

City of Philadelphia £7,000 $10,600 N/A $48,400

Philadeliphia PMSA 7,100 14,900 41,700 96,700

Pennsylvania 7,100 13,600 39,100 67,900
Number of Persons per Housing Unit

City of P/hiladelphia 3.00 2.50 2.66 2.63

Saurce: U.S. Depantment of_@ommcrc:. Bureau of the Census.

While the City’s housing market has remained fairly stable, there has been significant development
in the commercial real estate sector. The tables below summarize certain information concerning real
estate assessments and construction activity.

TABLE 35
CONSTRUCTION AUTHORIZED BY BUILDING PERMIT
DECLARED VALUATION

(Millions of Dollars)
New
Residential ~ Commercial ~ Other ” Total  Housing Units
1980 116.2 147.0 3722 635.4° 2,704
{981 99.1 [76.9 151.9 4279 2,060
1982 38.0 122.9 166.9 377.6 i,768
1983 56.6 40.2 125.8 322.6 1,152
1984 66.7 2133 261.7 541.7 1,498
1985 147.7 352.1 91.7 591.5 3,027
1986 113.6 252.6 264.6 630.8 2,569
1987 98.0 427.0 118.3 643.3 1,561
1988 163.4 765.8 98.5 1,027.7 2,981
1989 . 104.9 4349 118.7 658.5 1,496
1990 84.9 469.9 108.0 662.8 1,213
1991 55.1 391.0 41.7 487.8 614
1992 47.7 3719 97.4 516.7 361
Source: City of Philadetphia, Department of Licenses and Inspections.
* Includes construction by government. industrial. medical and educational units.
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®
TABLE 36
TEN HIGHEST CERTIFIED MARKET AND ASSESSMENT VALUES
FOR TAX YEAR 1993 OF FULLY TAXABLE PROPERTIES
® 1993 Certified 1993 Certified
Rank Locatign Market Value Assessment Valuge
1. 1500-42 Market Street $240,790,000 $77.052,800
2. 1650 Market Street 192,128,000 61,480,960
3. 2005 Marker Street 133,972,600 42,871,232
® 4, 1600-22 Market Street 115,000,000 . 36,800,000
5. 1414-38 South Penn Sguare 113,537,800 E ~. 36,332,096
6. 1700-40 Market Street 105,600,000 33,600,000
7. 1835 Market Street 104,425,900 33,416,288
g 1818-28 Market Street 92,128,800 29,481 216
9. 1801-21 Market Street 85,000,000 27,200,000
® 10. 124-48 South 6th Street 85,000,000 27.200,000
Source: City of Philadelphia, Board of Revision of Taxes.
TABLE 37
TEN HIGHEST CERTIFIED MARKET AND ASSESSMENT VALUES
© FOR TAX YEAR 1993 OF REAL ESTATE TAX ABATED PROPERTIES
Taxable Exempt
1993 Certified Assessment Assessment
ank cation Market Value Value Value
©® l. 1735 Market Street $149,156,800 $6,675,712 $41,054 464
2. 50 South 16th Street 145,328,800 11,391,040 35,114,176
3. 4301 Byberry Road 144,024,100 19,661,941 26,425,771
4, 1717 Arch Streei 140,400,000 7,471,488 37,456,512
3. 1301-25 Chestnut Street 126,500,000 35,062,157 + 5,417,843
6. 1901-19 Marke1 Street 111,400,000 1,108,332 T 34,539,668
] 7. 2001 Marke:t Street 95,327,600 - 4,099,104 26,405,728
8. 761-39 Market Street 80,214,100 22,802,752 2,865,760
9. 1625-37 Market Street 3R,155,000 6,570,764 5,638,836
10. 1327-39 Chestnui Street 37,515,000 §,640,000 3,364,800
Source: City of Philadelphia, Board of Revision of Taxes.
]

The City has a long tradition of planning and redevelopment. Since the 1350°s. the City’s Central
Business District, known as Center .City, has benefited from both commercial and residential
revitalization. The Planning Commission’s Plan for Center City Philadelphia (1963) established the
foundation for public and private investment through the 1960’s, 1970’s, and early 1980’s. In response
to evolving development conditions, the Pianning Commission in 1988 prepared a new Plan for Center
@ City to guide growth into the 21st Century,

Center City’s attractiveness to business recently has been highlighted by the decisions of CIGNA
Corporation, Bell Atlantic Corporation, and Consolidated Rail Corporation to jocate their headgquarters in



the downtown area. In 1991, the Sun Company announced that it would return its corporate offices to
Center City {rom a suburban location.

The concentration of office buildings along the West Market Street corridor has been supplemented
by several substantial projects. The largest of these is Rouse and Associates” Liberty Place. Liberty
Place, completed in 1990, is a $520 million project consisting of twin office 1owers connected by an
atrium of retail space and a Ritz Carlton Hotel. The atrium contains a food court and two levels of over
40 rerai] establishments. The second tower has the CIGNA Corporation (insurance company) as its
prime tenant, while several large Philadelphia law firms anchor the first tower. Other recent additions to
the skyline stretching along West Market Street include the Blue Cross-Linpro Tower, a 50 story office
building occupied by Independence Blue Cross. and the Mellon Bank Center, an award-winning 33 story
office building. A few blocks to the North, the Bell Atlantic Tower One Logan Square and Two Logan

.,

Square office buildings have been added. e,

The second Commerce Square Tower at 20th and Market was completed in 1992. The building
houses the corporate offices of Consolidated Rail Corporation. The first Commerce Square building,
with IBM as the prime tenant, was completed in 1987. Overall Center City office occupancy rates stood

at 83.8% as of March 1993.

To enhance the tourist and retail climate in the Central Business District, City Council passed an
ordinance in 1990 that created the Center City District, a special assessment district encompassing the
‘City’s central retail and commercial core. In 1991 a special tax assessment on properties in this district
began to be used to implement and cocrdinate additional police, clean-up and tourist aid details there, A
centrally coordinated 52-person police detail working out of a new sub-station has facilitated law
enforcement and police service, reducing response time. A private contract clean-up detail provides a
staff of over 100 covering day and night shifts and cleaning every street and sidewalk every day.
Uniformed litter enforcement and community service representatives also patrol the area.

With cooperation from the federal government and the private sector, the City has successi'lly
redeveloped the area adjacent to Independence Mall. The development of a national historic park and
new censtruction of the U.S. Mint, the Federal Reserve Bank of Philadelphia, a Federal Courthouse and
office building complex and the headquarters for the Rohm and Haas Corporation, as well as numerous
smaller office and commercial projects, have been compieted. In'the Franklintown area of Center City, a
£92.5 million project consisting of an office and hotel complex has been cornpleted. The office buiiding
houses the U.S. headquarters of the SmithKline Beecham Corporation. The 760 room hotel, currently the
City's largest, is known as the Wyndham Franklin Plaza. The Four Seasons Hotel is a major

international luxury hotel and is located on nearby Logan Circle.

A substantial amount of development attention has been devoted to the Market East area between
City Hall and Independence Mall. The Gallery I retail mall opened in 1977 and was followed by a major
expansion in 1984. A new comumuter rail transportation center and the ARA Tower office building were
also completed in 1984. Enhanced lighting and sidewalk improvements were completed on Market
Street from Juniper to 5th Streets, and a privately-funded maintenance association was established. The
John Wanamaker building at 13th and Market recently underwent $150 million of improvements,
including the total renovation of the John Wanamaker department store and the conversion of 800,000

square feet of space to office use.

Market East is also the site of the new Pennsylvania Convention Center. This Center, completed in
June 1993, offers more than 500,000 square feet of meeting and exhibit space and significantly boosts Fhe
demand for hotel and retail services in Center City, A 1,200-room Marriott Hotel is slated for completion
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in 1994, and more than 2,000 additional rooms in the Market East area are expected to be developed by
the end of the decade.

In the 24 months since the start of construction at the Pennsylvania Convention Center, the client
reaction to the new convention center and Philadelphia has been extremely positive. Over 100
conventions have been booked, with a total of 686,000 attendees expected and a projected economic
impact of nearly $300 million. An additional 150 conventions are tentatively scheduied, which would
bring to the City nearly 950,600 more atiendees and an additional economic impact of $441 million.

The City is moving ahead with plans to transform the Penn’s Landing waterfront development area
into.an active commercial, entertainment and residential compiex. Capital funds already have been used
to construct the Great Plaza and to provide road connections and utility service. Two, large riverfront
piers-have now been converted to residential and commercial use. Two hotels have opened and several
marinas and a United States Coast Guard Operations Center have been added to the waterfront area. A
new ferry service connecting Penn's Landing with the New Jersey State Aquarium of Camden has
attracted significant ridership in the first year of service.

Comptementing downtown commercial growth is the substantial residential reinvestmen: taking
place in the Society Hill, Old City, Frankiintown, Washington Square West and Rinenhouse Square areas
of Center City. In Society Hill, most of the residential structures have been restored and many new
houses have been constructed, while Old City has seen the conversion of many warehouses and
commercial structures to residential wunits. Downtown revitalization also has encouraged residential
growth in several neighborhoods adjoining Center City,

Four Commonwealth-sponsored enterprise zones have been designated in Philadelphia’s innercity
neighborhoods under the Commonwealth’s enterprise zone program: American Street, West Parkside,
Hunting Park West and the Port Area. The Commonwealth's program provides grants and technical
assistance in order to improve the business climate and create jobs in economicaliy depressed
neighiborhoods. Substantial industrial growth alsc has occurred in the southeast and northwest sections
of the City.

Significant hospital construction projects recently have been completed. These projects include the
replacement of substantially all of the patient care rooms at Temple University Hospital, thé construction
of new patient care facilities at Albert Einstein Medical Center, and the construction of new core
buildings at the Hospital of the University of Pennsylvania, Pennsylvania Hospizal, and Thomas Jefferson
University Hospital.

Health services is a growing and important industry in the regional economy. It functions as an
export in a regional balance of accounts, in that revenue and income are attracted to the City from outside
the region. Health services payrolls in the City have expanded by 4.9% in the Jast 12 months. Health-
care construction is facilitated by both state and local financing authorities. The Hospitals and Higher
Education Facilities Authority of Philadelphia has issued over $2 billion of revenue bonds for health-care
and higher education related projects since its inception in 1974.

Details of the capacity and siaff of the the major medical institutions in the City appear in the table
on the following page.
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TABLE 38
CITY OF PHILADELPHIA
HOSPITALS AND MEDICAL CENTERS

Institution Bed Capacit Stafl*
Albert Einstein Medical Center 613 3,041
American Oncologic Hospital 100 - 674
Benjamin Franklin Medical Center : 156 NR
Charter Fairmount Institute 146 249
Chestnut Hill Hospital 188 782
Children's Bospital of Philadelphia 294 2,840
Children’s Rehabilitation Hospital . 40 99
Children's Seashore House 70 442
Episcopal Hospital 246 1,016
Frankford Hospital of the City of Philadeiphia 367 . 1,645
Friedman Hospital of the Home for the Jewish Aged 28" 248
Friends Hospital 218 V 509
Germantown Hospital and Medical Center 215 876
Graduate Hospital 310 1,625
Hahnemann University Hospitai 567 NR
Hospital of Philadelphia College of 180 NR
Osteopathic Medicine
Hospital of Philadetphia College Parkview 214 NR
Hospital of the Medical College of Pennsylvania 389 2,810
Hospital of the University of Pennsylvania 722 4,240
Institute of Pennsylvania-Hospital 234 627
leanes Hospital 208 844
Jefferson Park Hospital 86 325
John F. Kennedy Memorial Hospitai 171 NR
Kensington Hospital 45 141
Lawndale Community Hospital 67 NR
Magee Rehabilitation Hospital 96 470
Mercy Catholic Medical Center 575 2,299
Methodist Hospital 254 955
Moss Rehabilitation Hospital 142 461
Mount Sinai Hospital 162 NR
Naval Hospital 55 237
Nazareth Hospital 337 1,232
Neumann Medical Center 160 NR
North Philadlephia Health System 380 . NR
-Northeastern Hospital of Philadelphia 200 ) NR
Pennsylvania Hospital 489 2,062
Philadelphia Psychiatric Center 146 . 412
Presbyterian Medical Center of Philadelphia 334 1,424
Roxborough Memorial Hospital 154 637
Saint Agnes Medica! Center 236 691
Shriners Hospitals for Crippled Children 80 2n
St. Christopher’s Hospital for Children 146 838
Temple University Hospirtal 436 NR
Thomas Jefferson University Hospital 692 4,033
Veterans Affairs Medical Center 412 1,536
Wills Eye Hospital — 120 -0
Total 11,485 41,032
Source:  AHA Guide to the Health Care Field, 1991 Edition.
* includes fuli-time equivalents of part-time personnel, but excludes medical and dental intemns and residents

and other trainees.
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The City’s efforts to retain and attract industry are directed by the PIDC. Established in 1958, PIDC
is a non-profit partnership between the City of Philadelphia and the Greater Philadelphia Chamber of
Commerce. The many programs provided by PIDC include (i) direct mortgage funding in a subordinate
position at reduced interest rates for fixed asset improvement to companies who intend to build or expand
in Philadelphia; (ii) tax-exempt bond funding to eligible borrowers such as non-profit institutions through
the Philadelphia Authority for Industrial Development (“PAID™); (iii) funding through the PIDC/Penn
Venture Fund for stari-up companies or those in the early stage of development as well as to those
established firms which seek to expand by introducing a new product or technology; (iv) offering of fully
improved parcels of tand for sale in more than a dozen designated industrial parks and districts across the
City; and (v) offering of development assistance and project management to a range of Philadelphia’s
development and non-profit corporations.

Tables 39 and 40 tist a number of recently compieted projects and projects under Construction in the
City.

TABLE 39
RECENTLY COMPLETED PROJECTS
APRIL 1993
Project _ Estimated Cost
Pennsyivania-Convention Center _ : $500,000,000
Two Liberty Place, 17th & Chestnut Streets 310,000,000
Philadelphia Center for Healthcare Sciences 300,000,000
Franklin Milis, Woodhaven Road 300,000,000
Mellon Bank Center, | 7th & Market Streets 260,000,000
One Liberty Place, | 7th & Market Streets 210,000,000
Vine Street Expressway, | 7th Street to 1-95 ) 203,000,000
Bell Atlantic Tower, 18th & Arch Streets 200,000,000
Commerce Square, Phase |, 20th & Market Streets 150,000,000
Blue Cross/Linpro Tower, Phase |, 19th & Walnut Streets 150,000,000
John Wanamaker Building Renovation 150,000,000
Two Logan Square, |8th & Arch Streels 130,000,000
Philadelphia international Airport Terminal A _ 115,000,000
The Bellevue, Broad & Walnut Streets 110,000,000
United Parce| Service, Philadelphia International Airport 108,000,000
Commerce Square, Phase 11, 20th & Market Street -100,000,000
Hospital of the University of Pennsylvania 100,000,000
Rittenhouse Motel, West Rittenhouse Square 100,000,000
Temple University Hospital 79,000,000
Jefferson University Life Sciences Building 76,000,000
St. Christophers Hospital 72,000,000
Franklin Futures Center, 20th & the Parkway 70,000,000
30th Street Station Renovation 61,000,000
Philadelphia International Airport, Parking Garage A-B 60,000,000
Interstate 95 Central Riverfron: Ramps 57,000,000
Pier 5 (Residences), Detaware Waterfront 50,000,000
Lincoin Green, Presidential Boulevard 50.000,000
Walnut Street Bridge 435 000,000
Fox Chase Cancer Center 33.000,000
United Parcel Service, Oregon Avenue 15,600,000
Girard/Beimont Bridge Reconstruction 23.000.000
Omni Hotel 22,500,000

Source:  Philadelphia City Planning Commission.
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TABLE 40
PROJECTS UNDER CONSTRUCTION

Project

Frankford Elevated Subway Reconstruction
Railworks and Temple University Station
Philadelphia International Airport Runway Expansion

and Terminals B, C, D, E Improvements
Marriott Hotel, i2th and Market Street
Criminal Justice Center '
Childrens Hospita! Research Facility
Northeast Detention Facility
Hospital of University of Pennsylvania Swing Space Building
Municipal Services Building Rehabilitation
CONRAIL Computer Operations Facility
National Board of Medical Examiners, 38th & Market Streets
Philadelphia Food Distribution Center Improvements
University of Pennsylvania Garage and Retail, 38th & Walnut Streets
Philadelphia International Airport, Replacement HYAC Equipment
University City Regional Rail Station

e

Source: Philadeiphia City Planning Commission.
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Estimated Cost
$513,000,000

300,000,000

343,000,000
200,000,000
127,000,000
100,000,000
97,500,000
57,000,000
32,900,000
29,000,000
23,000,000
17,000,000
16,000,000
16,000,000
8,000,000
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