Wage, Earnings, and Net Profits Taxes — These taxes are levied on the wages, earnings, and net profits of
all 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.

In Fiscal Year 1992, the City reduced the City wage, eamings, and net profits tax on City residents by 1.5%
and imposed the PICA Tax on wages, earnings and net profits at the rate of 1.5% on City residents. The table below
sets forth the resident and non-resident wage and earnings tax rates for Fiscal Years 1995-2006, and the annual wage

and earnings tax receipts in such fiscal years.

Annual Wage and

. . Earnings Tax Receipts

Resident Wage and Non-Resident Wage and (including PICA Tax)

Fiscal Year Earnings Tax Rates* Earnings Tax Rates (Amounts in Millions)
1995 4.9600% 4.3125% $1,070.2
1996 4.8600 42256 1,096.3
1997 4.8400 42082 1,106.1
1998 4.7%00 . 4.1647 1,158.1
1999 4.6869 4.0750 1,195.6
2000 4.6135 40112 1,242.3
2001 .- = 435635 3.9672 1,332.6
2002 4.5385 " 3.9462 1,297.3
2003 4.5000 3.9127 1,306.6
2004 4.4625 3.8801 1,347.6
2005 (est,)w* 43310 3.8197 1,381.8
2006 (budget) 43010 37716 1,405.7

* Includes PICA Tax
** On January 1, 2005, the City began to use a calendar year period for wage tax purposes.

In the Thirteenth Five-Year Plan, which was approved by the Philadelphia City Council and PICA, the
Mayor proposed further reductions in this tax rate for each of the Fiscal Years 2005-2009. The Thirteenth Five-Year
Plan proposed reducing the wage tax from its current level of 4.4625% for residents and 3.8801% for non-residents
to 4.169% for residents and 3.685% for non-residents by Fiscal Year 2009. Each approved Five-Year Plan since the
one covering Fiscal Years 1996-2000 has included reductions in this tax rate for each of its fiscal years.

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 1985 on every entity
engaging in business in the City.

The Business Privilege Tax is a composite tax. Tax rates vary according to business classification
(regulated, non-regulated, persons registered under the Pennsylvania Securities Act of 1972, manufacturing,
wholesale, or retail) and method of tax computation employed. The various methods of tax computation are as
follows: effective Fiscal Year 1989, all regulated industries, banks, trust companies, insurance companies, and
public utilities, among others, were taxed at an annual rate of 3.25 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, was
levied at 3.25 milis 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 on all taxable 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% after deducting applicable 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 the Business Privilege Tax and the Net Profits Tax 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 Fiscal Year 1996, the City began a program of reducing the gross receipts portion of the Business
Privilege Tax from its previous level of 3.25 mills.

Business Privilege
Fiscal Year Tax/Gross Receipts
1996 3.000 mills
1997 2.950 mills
1998 - 2.875 mills
1999 2.775 mills
2000 2.650 mills
2001 : 2.525 mills
2002 2.400 mills
2003 - 2.300 mills
-- 2004 2.100 mills
2005 (est.) 1.900 mills
2006 (budget) 1.750 mills

In the Fourteenth Five-Year Plan, the Mayor also proposed further reductions in this tax rate for each of
Fiscal Years 2006-2010. The City proposes to accelerate the rate reductions for the gross receipts portion of the
business privilege tax so that by Fiscal Year 2007, this tax will be only 58 percent of the rate that prevailed when the
City began its tax cuts in 1996. There can be no assurance that the proposed reductions will be implemented.

All business activity is also assessed a one-time $200 licensing fee administered by the Department of
Licenses and Inspections.

Sales and Use Tax — In connection with the adoption of the Fiscal Year 1992 Budget, the City adopted a
1% sales and use tax (the “City Sales Tax") for City general revenue purposes. The Commonwealth 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 collections of
this tax in a special fund and disburses the collections, including any investment income eamed thereon, less
administrative fees of the Commonwealth Department of Revenue, to the City on a monthly basis.

The City Sales Tax is imposed in addition to, and on the same basis as, the Commonwealth’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 table below sets forth the City Sales Tax collected in Fiscal Years 1996 through 2004,
the estimated collection for Fiscal Year 2005 and the budgeted collection for Fiscal Year 2006.

[Remainder of Page Intentionally Left Blank]



Fiscal Year City Sales Tax Collections

1996 $ 82.4 million
1997 91.4 million
1998 94.5 million
1999 101.4 million
2000 103.7 million
2001 111.3 million
2002 108.1 million
2003 108.0 million
2004 108.0 million
2005 112.0 million*
2006 114.8 million**

* Estimated tax collections for Fiscal Year 2005
**Adopted budget estimate for Fiscal Year 2006

Other Taxes — The City also collects real property transfer taxes, parking lot taxes, and other
miscellaneous taxes such as the Amusement Tax.

Other Locally- Geherated Non-Tax Revenues — These revenues include license fees and permit sales,
traffic fines and parking meter receipts, court related fees, stadium revenues, interest eamings and other
miscellaneous charges and revenues of the City.

Revenue From Other Governments — The City’s Fiscal Year 2005 Adopted General Fund estimate
projects that approximately 29.9% of General Fund revenues will be received from other governmental jurisdictions,
including: (1). $377.5 million from the Commonwealth for health, welfare, court, and various other specified
purposes; (2) $362.3 million from the Federal government; and (3) $37.3 million from other governments, in which
revenues are primarily principal and interest payments on loans made by the City on SEPTA’s behalf and the
Convention Center Service Fee offset. In addition, the projected net collections of the PICA Tax of $222.0 million
are included in “Revenue from Other Governments.” These amounts do not include the substantial amounts of
revenues from other governments received by the Grants Revenue Fund, Community Development Fund, and other
operating and capital funds of the City.

Revenues from City-Owned Systems

In addition to taxes, the City realizes revenues through the operation of various City-owned systems such as
the Water and Wastewater. Systems and PGW. The City has issued revenue bonds with respect to the Water and
Wastewater Systems and PGW to be paid solely from and secured by a pledge of the respective revenues of these
systems. The revenues of the Water and Wastewater Systems and PGW are not legally available for payment of
other obligations of the City until, on an annual basis, all revenue bond debt service requirements and covenants
relating to those bonds have been satisfied and then, in a limited amount and upon satisfaction of certain other

conditions.

Effective June 1991, the revenues of the Water Department were required to be segregated from other
funds of the City. Under the City’s Restated General Water and Wastewater Revenue Bond Ordinance of 1989 (the
“Water Ordinance™), an annual transfer may be made from the Water Fund to the City’s General Fund in an amount
not to exceed the lesser of (a) all Net Reserve Earnings, as defined below, or (b) §4,994,000. Net Reserve Eamnings
means the amount of interest earmnings during the fiscal year on amounts in the Debt Reserve Account and
Subordinated Bond Fund, as defined in the Water Ordinance. Commencing in Fiscal Year 1991, the $4,994,000
amount was reduced to $4,138,000 by administrative agreement that remained in effect through Fiscal Year 2003,
No such transfer was made in Fiscal Year 1992; however, the transfer was made in each subsequent year through



Fiscal Year 2003. For Fiscal Year 2004, the transfer was to have increased to $4,994,000 but no payment was made.
The Water Department expects to resume making the $4,994,000 payment in Fiscal Year 2005.

The revenues of PGW are segregated from other funds of the City. Payments for debt service on Gas
Works Revenue Bonds are made directly by PGW. In previous years, PGW has also made an annual payment of
$18,000,000 to the City’s .General Fund. For Fiscal Year 2004 the City has agreed to forgo the $18,000,000
payment. The City’s Five-Year Plan assumes that the $18,000,000 payment will be made in each of Fiscal Years
2005 — 2008 and that the City will grant back such payment to PGW in each such Fiscal Year. The $18,000,000
grant back was appropriated by the City for Fiscal Year 2005 and has been appropriated for Fiscal Year 2006.

Philadelphia Parking Authority

The ' Philadelphia Parking Authority (“PPA”) was established by City ordinance pursuant to the
Pennsylvania Parking Authority Law, P.L. 458, No. 208 (June 5, 1947). Various statutes, ordinances, and contracts
authorized PPA to plan, design, acquire, hold, construct, improve, maintain and operate, own or lease land and
facilities for parking in the City, including such facilities at Philadelphia International Airport (the “Airport”), and to
adimijpister the City’s on-street parking program through an Agreement of Cooperation (“Agreement of
Cooperation™} with the City.

Revenues under the Lease Agreement with PPA — PPA owns and operates five parking garages at the
Airport, as well as operating a number of surface parking lots at the Airport. The land on which these garages and
surface lots are located is leased from the City, acting through the Department of Commerce, Division of Aviation,
pursuant to a lease expiring i 2030 (the “Lease Agreement”). The Lease Agreement provides for payment of rent
to the City, which is equal to gross receipts less operating expense, debt service on PPA’s bonds issued to finance
improvements at the Airport and reimbursement to PPA for capital expenditures and prior year operating deficits
relating to its Airport operations, if any. The amount that was transferred from the PPA to the City’s Aviation
Operating Fund as rent on June 30, 2004 was $14,539,053. The City received transfers of rental payments in Fiscal
Year 2002 and Fiscal Year 2003 that totaled $15,326,571 and $11,629,311, respectively. The Fiscal Year 2005
budget assumes a transfer in the amount of $16,124,000 under the Lease Agreement.

One component of the operating expenses is PPA’s administrative costs. In 1999, at the request of the
Federal Aviation Administration (“FAA"), PPA and the City entered into a letter agreement (the “FAA Letter
Agreement”) which contained a formula for calculating PPA’s administrative costs and capped such administrative
costs at 28% of PPA’s total administrative costs for all of its cost centers. PPA owns and/or operates parking
facilities at a number of non-Airport locations in the City. These parking facilities are revenue centers for purposes
of the FAA Letter Agreement.

Act 9 Litigation — On’ February 9, 2004, the Commonwealth enacted Act 9, which provides for the
extension of the term of the Agreement of Cooperation for a period of ten (10) years. Act 9 additionally requires
that the PPA. turn over to the Philadelphia School District the portion of the annual revenue from on-street parking
operations which it collects on behalf of the City, net of the PPA’s operating and administrative costs, that exceeds

$25,000,000.

In April 2004, the City filed a lawsuit in the Commonwealth Court challenging the constitutionality of Act
9. The City named the PPA and the Governor of Pennsylvania as defendants in the lawsuit. Defendants filed
preliminary objections to the lawsuit. The parties filed their briefs on the preliminary objections and oral arguments
were held in September 2004, Following the Supreme Court’s decision adverse to the City in related litigation, the
parties filed supplemental briefs as to the impact of that decision on the Act 9 case. The Commonwealth Court
ordered reargument on the case before the entire court, which occurred in early March 2005. In July 2005, the
Commonwealth Court issued an order requiring additional briefing in light of a recent Pennsylvania Supreme Court
decision which ruled on certain procedural issues in the enactment of the Gaming Commission legislation. Both
sides have submitted the required briefs and a ruling on the preliminary objections is still pending,



Assessment and Collection of Real and Persenal 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 estate to the Board. The
Board may increase or decrease the property valuations contained in the returns of the assessors in order that such
valuations conform with law. After the Board gives proper notice of all changes in property assessments, and after it
has heard all assessment appeals, it then makes assessments and certifies the results to the Department of Revenue.

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 additiens that accumulated during the last ten months of
the preceding years 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 maximum of seven months. See the Fiscal Year 2004
Comprehensive Annual Financial Report for assessed and market values of taxable realty in the City and for levies

and rates of collections.

During Fiscal Year 1997 and subsequent to the adoption of the Fiscal Year 1998 budget, the City decided
to abandon the collection of the Personal Property Tax due to uncertainty as to the outcome of litigation challenging
specific aspects of the tax then pending in other jurisdictions of the Commonwealth. As a result, the City realized
no Personal Property Tax revenues in Fiscal Year 1998 or in subsequent years. The Personal Property Tax had been
levied on the value of certain personal property of the residents of the City.

[Remainder of Page Intentionally Left Blank]
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358.2
333.99
342.6
353.6
363.4
376.8
361.1
377.7
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Taxes®

885.4¢
926.9¢
949 8
985.7©

1,059.0©
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" 1,025.1
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1,087.3
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Table C-3

City of Philadelphia

Summary of

Principal Operating Funds (Debt Related)

Revenues By Major Source

Fiscal Years 1997-2006

(Legal Basis)
{Amounts in Millions of USD)
© e Other
Business Sales . Water & Locally
Privilege and Use  Other Total  Wastewater  Airport Generated
Tax® Tax®  Taxes™® Taxes Charges . Charges Charges
2464 91.4 938 1,6752 291.0 125.8 236.8
2374 94.5 1221  1,7148 288.8 " 126.6 253.7
2545 101.4 1183  1,766.6 290.5 143.2 259.9
290.1 - 103.7 1235 1,856.6 296.1 149.4 258.0
314.0 111.3 13009 1,997.7 285.8 175.7 251.3
295.8 108.1 1486 19454 302.8 181.7 2579
286.1 108.0 1563 1,936.6 329.6 2194 3274
3092 . 108.0 2022 2,059.6 3831 235.0 207.4
379.5 119.9 2509  2,2303 419.7 246.3 200.8
316.2 114.8 2179  2,143.5 463.1 289.9 243.8

See Table 5 in the Fiscal Year 2004 Comprehensive Annual Financial Report for Tax Rates.
. Includes Real Estate Transfer Tax, Parking Tax, Amusement Tax, and Other Taxes,
In Fiscal Year 1992, the City reduced the resident Wage and Earnings and Net Profits Taxes from 4.96% to 3.46% and levied the PICA Tax at a rate of
1.50%, the proceeds of which are remitted to PICA for payment of debt service on the PICA bonds and PICA’s expenses

The City ceased collecting the Personal Property Tax in Fiscal Year 1997.

Total
Local

Revenue

2,328.8
2,383.9
2,460.2

2,560.1 -

2.7105
2,687.8
2,813.0
2,885.1

3,097.1

3,140.3

. ‘Revenue

from
Other
Gov'ts

587.9
620.7
639.9
708.3
781.7
722.5
909.7
834.2

1,082.4

1,081.3

Revenue
from
Other
City
Funds

44.1
46.1
103.1
79.9
90.5
80.8.
62.8
92.1

71.6 .

211.1

Accounting accrual changes required by GASB #33 resulted in additional one-time tax revenue accruals in Fiscal Year 2001. (W age Tax, $50.4 million;
Business Privilege, $5.2 million; Other Taxes, $4.3' m111|on) _
JRES MAY NOT ADD DUE TO ROUNDING.
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Total

Revenues

2,960.8
3,050.7
3,203.2
3,348.3
3,580.0
34911
3,785.5
38114

4,251.1

44328



Table C4
City of Philadelphia General Fund
Tax Revenues (a)
Fiscal Years 2001-2006

(Amounts In Millions of USD)
Adopted
Audited Budget
: 2001 2002 2003 2004 2005 2006
‘EAL PROPERTY TAXE . :
Current N . 3258 3332 3294 3326 3532 346.3
Pn‘qc_:r . 376 40.4 317 45.1 39.5 48.0
otal 363.4 3736 3611 3722 3927 394.3
ERSONAL PROPERTY TAXES e T - T
Current®™ 0.0 0.0 0.0 0.0 0.0 0.0
Prior 0.0 0.0 0.0 0.0 0.0 0.0
Total 0.0 0.0 090 0.0 0.0 0.0
VAGE AND EARNINGS TAX® o T
Current 1,023.19@ 981.8 987.2 1,034.5 1,066.0 1,067.7
Delinquent 24.1 242 262 51 1.6 190
Total 1,047.2 1,006.0 1,013.4 1,049.6 1,073.6 1,086.7
JUSINESS TAXES
iusiness Privilege
Current 275.5 273.8 238.7 269.9 326.7 2742
Delinquent . 38.5 22.0 474 39.2 2.8 42.0
Sub-Total Business Privilege - 314.0 2958 286.1 3092 3795 2162
let Profits Tax
Current 10.6 114 10.1 11.3 12.0 11.5
Delinquent 12 2.0 1.6 1.7 1.7 22
Sub-Total Net Profits Tax 11.8 134 117 13.0 13.7 13.7
Total Business Taxes 3258 - 3092 2918 3221 3932 3299
JTHER TAXES .
Sales and Use Tax 111.3 - 108.1 108.0 108.0 1199 114.8
Amusement Tax 13.0@ 13.8 14.1 18.3 13.5 19.0
Real Property Transfer Tax 77.0 . 96.7 103.4 1413 1923 147.5
Parking Taxes 39.00 379 38.7 42.5 450 473
Other Taxes 0.5 0.1 0.1 Al 0.1 4.1
Sub-Total Other Taxes 2413 256.6 2643 3102 370.8 3327
'OTAL TAXES 1,977.7 19454 -1,936.6 20596 22303 21435

1) See Table 5 in the Fiscal Year 2004 Comprehensive Annual Financial Report for Tax Rates.

7) The City ceased levying the Personal Property Tax during the latter part of Fiscal Year 1397.

2) Beginning in Fiscal Year 1992, the City reduced the resident Wage and Earnings and Net Profits Tax from 4.96% to 3.46% and levied the PICA Tax at
a rate of 1.50%, the proceeds of which are remitted to PICA for payment of debt service on PICA bonds and the PICA expenses. After paying debt
service and expenses, net proceeds from the tax are remitted to the-City as Revenue from Other Governments,

1)  See Note (¢} on Table C-3.

IGURES MAY NOT ADD DUE TO ROUNDING.
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Table C-5
Ten Largest Certified Market and Assessément Values

of Tax Abated Properties
January 1, 2005
2005 Certified Total Total Taxable Total Exempt

Location Market Value Assessment Assessment Assessment
1 2201 Park Towne Place . $48,000,000 $15,360,000 $13,452,400 $1,907,600
2 819-41 Chestnut Street 38,000,000 12,160,000 5,440,000 " 6,720,000
3 -1600-18 Arch Street 37,661,200 12,051,584 2,550,400 9,501,184
4 3118-98 Chestnut Street 30,859,800 9,875,136 2,827,616 7,047,520
5 801 Market Street 30,000,000 9,600,000 . 1,544,000 8,056,000
6 200 West Washington Sq. 24,826,432 7,944,458 649,618 7.294,840
7 11000 East Roosevelt Blvd. 24277400 7,768,768 3,680,000 - 4,088,768
8 . 3175 John F. Kennedy Bivd. 24,010,000 7,683,200 2,400,000 5,283,200
9 . 1319-25 Market Street 22,950,000 7,344,000 1,568,000 5,776,000
10 -

. 111 South 15th Street 22,208,000 7,106,560 960,000 6,146,560

Source: City of Philadelphia, Board of Revision of Taxes.

EXPENDITURES OF THE CITY

The major City expendltures are for personal services, employee benefits, purchase of services (including
payments to SEPTA), and debt service.

Personal Services (Personnel)

- As of June 30, 2005, the City employed 27,861 full-time employees with the salaries of 23,196 employees
paid from the General Fund. 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.

[Remainder of Page Inténtionally Left Blank]
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The following table sets forth the number of filled full-time positions of the City as of the dates indicated.

Table C-6 City of Philadelphia
Filled, Full-Time Positions — Al Operating Funds

At June 30'Actual Audited Adopted
s Budget

2001 2002, 2003 2004 2005 2006

General Fund . :
Police 7,807 7,300 7,983 7,704 7,368 7,239
Streets 2,141 2,080 2,009 1,937 1,788 1,848
- Fire 2,500 2,458 2,479 2,336 2,248 2,345
Health 861 856 782 756 667 680
Courts 2,038 2,039 2,058 2,039 2,004 1,852
Other 9,306 9,289 9.400 8.987 8.890 8.881
Total General Fund 24,653 24,372 24,582 23,759 22,927 22,845
Other Funds 4,649 4,700 4,659 5,035 4.649 5,381
TOTAL 29,302 29,072 29,241 28,794 21614 28,226

Labor Agreements '

Four major bargaining units represent City employees for collective bargaining purposes. District Councils
33 and 47 of the American Federation of State, County and Municipal Employees, AFL-CIQ represents
approximately 15,000 non-uniformed employees. The bargaining units for uniformed employees are the Fratemal
Order of Police, Lodge 5 (the “FOP”) and the Philadelphia Fire Fighters Association, Local 22, International
Association of Fire Fighters AFL-CIO (“Local 22"), which together represent approximately 9,400 employees. The
non-uniformed employees bargain under Act 195 of 1972, which allows for the limited right to strike over collective
bargaining impasses. The uniformed employees bargain under Pennsylvania Act 111 of 1968, which provides for
final and binding interest arbitration to resolve collective bargaining impasses. All contract expiration dates are June
30 unless otherwise noted.

In September 2004, a collective bargaining agreement was reached with District Council 47, This four-
year contract includes a $750 payment to each member with no general wage increase in Fiscal Year 2005 and wage
increases of 2, 3 and 4 percent effective July 1 of each succeeding year, respectively. In December 2004, a
collective bargaining agreement was reached with District Council 33, which mirrored the agreement previously
reached with District Council 47,

In 2003, an arbitration panel awarded Local 22 a 3% increase in wages effective July 1, 2002, a 3.5% wage
increase effective July 1, 2003 and a 3% wage increase effective July 1, 2004. The three-year award also granted
significant increases in health and welfare benefits to Local 22. That awarded contract expires in 2005. The City is
currently in Act 111 interest arbitration with the firefighters. An award is expected in December 2005,

The present FOP contract contains a 3% increase in wages effective July 1, 2004, 3% effective July 1,

2005 3% effective July 1, 2006 and a 4% increase effective July 1, 2007. The C:ty and FOP are currently in
hearings regarding the hcalth insurance reopener for Fiscal Year 2006 and Fiscal Year 2007.

[Remainder of Page Intentionally Left Blank]



The following table presents employee wage increases for the Fiscal Years 1998 through 2008,

Table C-7
City of Philadelphia

‘Employee Wage Increases
Fiscal Years 1993-2008

District
Fiscal Council
Year No. 33
1998 ()
1999 3.0% (d)
2000 4.0% §:4]
2001 No increase  (j)
2002 3.0% (k)
2003 3.0% )]
2004 3.0%
2005 No increase  (m)
2006 2.0%
2007 3.0%
2008 -=40%

(a) Second year of a four year contract;

(b) Second year of a two year contract:

(c} Second year of a four year contract:

(d) Third year of a four year contract:
(e} First year of a two year contract;
(f) Third year of a four year contract:
(g) Fourth year of a four year contract:

(h) Second year of a two year contract:

(i) Fourth year of a four year contract:
(i) First year of a four year contract:

(k) Second year of a four year contract;

(1) Third year of a four year contract:
(m) First year of a four year contract:

District
Council Fraternal Order
No. 47 of Police
(a) 4.0% (b)
3.0% (d) 3.0% (e)
4.0% . (g) 4.0% (h)
No increase  (j) 3.0%
3.0% (k) 4.0%
3.0% ()] 3.0%
3.0% 3.5%
No increase (m) 3.0%
2.0% 3.0%
3.0% 4.0%
4.0%

3% effective December 15, 1997.
4%, effective September 15, 1997,
4% effective September 15, 1997,
3% effective December 15, 1998,
3% effective September 15, 1998.
3% effective September 15, 1998.
4% effective March 15, 2000.

4%, effective September 15, 1999,
4% effective September 15, 1999.
cash bonus of $1,500 paid in August 2000,
3% effective December 15, 2001.
3% effective December 15, 2002.

cash bonus of $750 paid in October 2004 to District Council 47
members and in December 2004 to District Council 33 members.

[Remainder of Page Intentionally Left Blank]
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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 2001 through 2006 are shown in the following table.

Table C-8 City of Philadelphia
General Fund Employee Benefit Expenditures
Fiscal Years 2001-2006
{Amounts in Millions of USD)

Actual Adopted

Budget

Pension Contribution 194.2 196.6 205.7 2294 3155 3498
Health/Medical/Dental 186.7 187.6 226.6 253.7 285.9 283.2
Social Security 57.8 574 59.4 60.6 59.9 ‘ 62.6
Other 446 442 48.9 55.2 43.4 389
Total 4833 4858 240.6 2989 2047 154.5

Municipal Pension Fund (Related to All Funds)

The City is requiréd by the Home Rule Charter to maintain an actuarially sound pension and retirement
systemn 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:

A. Accrued actuarially determined normal costs.

B. Amortization of the unfunded actuarial accrued liability (“UAAL") determined as of July 1, 1985.
The portion of that liability attributable to a class action lawsuit by pension fund beneficiaries is amortized in level
installments, including interest, over 40 years through June 30, 2009. The remainder of the Hability is amortized
over 34 years with increasing payments expected-to be level as a percentage of each year's aggregate payroll.

C. Amortization in level dollar payments.of the changes in the July 1, 1985 liability due to: nonactive
member’s benefit modifications (10 years); experience gains and losses (15 years); changes in actuarial assumptions
(20 years); and active members’ benefit modifications (20 years).

The pension fund was actuarially valued every two years through 1984, and beginning with the July 1,
1985 valuation report, is required to be actuarially valued each year,

The July 1, 1980 unfunded liability, 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
permitted to amortize the July 1, 1985 UAAL over 40 years ending in 2025.

Based on an actuarial schedule providing payments increasing at 5.0% per annum, the unfunded accrued
liability of $1.8 billion, as of July 1, 2002 should be fully amortized by 2019.

Non-uniformed employees become vested in the Municipal Pension Plan upon the completion of ten years
of service or upon attainment of age fifty-five. Upon retirement, non-uniformed employees may receive up to 80%
of their average final compensation depending upon their years of credited service. Uniformed employees become
vested in the Municipal Pension Plan upon the completion of ten years of service or upon attainment of age forty-



five. Upon retirement, uniformed employees may receive up to 100% of their average final compensation
depending upon their years of credited service.

Effective January 1, 1987 the City adopted a new plan (“Plan 87"} to caver employees hired after January
8, 1987, as well as members in the previous Plan who elected to transfer to Plan 87. Except for elected officials,
Plan 87 provides for less costly benefits and reduced employee contributions. For elected officials, Plan 87 provides
for enhanced benefits, with participating elected officials required to pay for the additional normal cost. Police and
Fire personnel became eligible for Plan 87 on July 1, 1988. Because of Court challenges, members of District
Council 33 and Local 2187 of District Council 47 were not eligible for Plan 87 until October 2, 1992,

A comprehensive statement of operations of the City Municipal Pension Fund for Fiscal Years 1995
through 2004 is contained in the Fiscal Year 2004 Comprehensive Annual Financial Report.

Purchase of Services

The City accounts for a number of expenditures as purchase of services. The following table presents
major purchases of services in the General Fund in Fiscal Years 2001 through 2006.

Table C-9
City of Philadelphia
Purchase of Services In The General Fund
Fiscal Years 2001-2006

- (Amounts In Millions of USD)
Actual Adopted
Budget
2001 2002 2003 2004 2005 2006
Human Services (a) 360.2 393.1 4522 493.7 511.8 565.0
Public Health 62.0 73.6 68.2 69.1 60.7 63.9
Public Property(b) 140.3 1443 1351 1324 133.3 136.3
Streets(c) : 49.7 50.4 544 53.9 54.6 60.1
Sinking Fund-Lease 42.6 57.8 74.3 70.8 70.7 85.8
Debt(d)
Legal Services{e) 271 29.5 309 334 335 336
First Judicial District 288 .21.9 275 23.0 28.3 235
Licenses & 237 259 29 6.0 3.1 11.6
Inspections(f)
Emergency(g) 11.8 11.6 13.9 12.0 221 11.0
All Other 125.6 142.9 147.7 156.0 172.0 163.5
Total 8718 L2 L0071 L0503 L0901  Li542
(a) Includes payments for care of dependent and delinquent children.
(b) Includes payments for SEPTA, space rentals, utilities, and telecommunications.
(©) Includes solid waste disposal costs. '
@ Includes Justice Center, Neighborhood Transformation Initiative and Stadium lease debt.
(e Inciudes payments to the Defender Association to provide legal representation for indigents.

() Includes payments for demolition in Fiscal Years 2001, 2002 and 2006.
(2) Includes homeless shelter and boarding home payments.
FIGURES MAY NOT ADD DUE TO ROUNDING
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City Payments to School District

In each fiscal year since Fiscal Year 1996, the City has made an annual grant of $15 million to the School
District. Pursuant to negotiations with the Commonwealth to address the School District’s current and future
educational and fiscal situation, the Mayor and City Council agreed to provide the School District with an additional
annual $20 million beginning in Fiscal Year 2002.

Act 9 requires that the PPA transfer to the School District at the end of each fiscal year commencing with
fiscal year 2004 that portion of the net revenues derived from the system of on-street parking operations which
exceeds $25,000,000. The City has instituted a lawsuit in the Commonwealth Court challenging the
constitutionality of Act 9. See “Revenues of the City ~ Philadelphia Parking Authority — Act 9 Litigation” above.

City Loan to PGW

The City made a loan of $45 million to PGW during Fiscal Year 2001 to assist PGW in meeting its cash
flow requiremnents. This loan is scheduled to mature in Fiscal Year 2007; however, the current Five-Year Plan
projects that the loan will be repaid in the City’s Fiscal Year 2009. The extension of the repayment date to Fiscal
Year 2009 is subject to City Council approval. In addition, in order to assist PGW, (i) the City agreed to forgo the
$18 million annual rental payment in Fiscal Year 2004, and (ii) the City’s Five-Year Plan contemplates that in each
of the Fiscal Years 2005 — 2008, the City will make a grant to PGW equal to the annual rental payment received
from PGW in such Fiscal Years. The $18 million grant back was appropriated by the City for Fiscal Year 2005 and
has been appropriated for Fiscal Year 2006. '

»

City Payments to SEPTA

The City’s Fiscal Year 2005 operating subsidy payment to SEPTA was $57.8 million. The Fiscal Year
2006 budget projects operating subsidy payments to SEPTA of $59.2 million. The Fourteenth Five-Year Plan
provides that the City’s contribution to SEPTA will increase to $64.7 million by Fiscal Year 2010.

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 said City shall not exceed 13.5% 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 its indebtedness to an amount exceeding 3.0% upon such average assessed valuation of
realty, without the consent of the electors thercof 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 a subsequent decline in the average assessed value of City property.

The Constitution of the Commonwealth further provides that there shall be excluded from the computation
of debt for purposes of the Constitutional debt limit, debt (herein called “self-supporting debt”) incurred for revenue-
producing capital impfovements that may reasonably be expected to yield revenue in excess of operating expenses
sufficient to pay interest and sinking fund charges thereon. In the case of general obligation debt, the amount of
such self-supporting debt to be so excluded must be determined by the Court of Common Pleas of Philadelphia
County upon petition by the City. * Self-supporting debt is general obligation debt of the City, with the only
distinction from tax-supported debt bemg that it is not used in the calculation of the Constitutional debt limit. - Self-
supporting debt has no lien on any particular revenues.

As of June 30, 2005, the Constitutional debt limitation for tax-supported general obligation debt was
approximately $1,304,037,000 (based upon a formula of 13.5% of the assessed value of real estate within the City
on a 10 year rolling average). The City has total authorized general obligation debt of $1,587,471,000, including
approximately $364,474,000 of self-sustaining debt, which does not count against the constitutional debt limit. In
addition, maturing serial bonds in the approximate amount of $29,884,000 were repaid in Fiscal Year 2005. As 2
result, $1,205,496,000 of general obligation debt subject to the constitutional debt limit was outstanding on June 30,
2005. A balance of $98,541,000 remained available for future authorization as of June 30, 2005.



The City is also authorized to issue revenue bonds pursuant to The First Class City Revenue Bond Act of
1972. Currently, the City issues revenue bonds to support the Division of Aviation, the Water Department and the
PGW. Bonds so issued are excluded for purposes of the calculation of the Constitutional debt limit. ‘

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 issuance. The City
issued $370 million of Tax and Revenue Anticipation Notes in July 2005, The notes are due on June 30, 2006. The
City intends to repay these notes when due at maturity.

Long-Term Debt

Table C-10 presents a synopsis of the bonded debt of the City and its component units at the close of Fiscal
Year 2005. In addition, see the Fiscal Year 2004 Comprehensive Annual Financial Report for tables setting forth a ¢
ten year historical summary of tax-supported debt of the City and School District and the debt service requirements
to maturity of the City’s outstanding bonded indebtedness. As of June 30, 2005, the City’s tax-supported general
obligation debt issued and outstanding equaled $1,205,496,000.

Of the total balance of City tax-supported general obligation bonds outstanding at June 30, 2005, 10.8% is
scheduled to mature within 5 years and 26.2% is scheduled to mature within 10 years, [

Other Long-Term Debt Related Obligations

The City has entered into other contracts and leases to support the issuance of debt by public authorities
related to the City pursuant to which the City is required to budget and appropriate tax or other general revenues to
satisfy such obligations. As of June 30, 2005, the principal amount of the outstanding bonds of each of these q
authorities relating to the City’s contract and lease obligations was as follows:

PMA $230.0 million
PAID $1,605.3 million
Parking Authority $18.2 million
Redevelopment Authority $282.8 million p
Hospitals Authority $23.4 million :
Convention Center Authority $229 4 million

Source: Office of the Directqr of Finance

bl

The bonds of the Parking Authority included in the previous table are payable from project revenues, and
by the City only if and to the extent that net revenues are inadequate for this purpose. The City paid $0.6 million in ¢
Fiscal Year 2004 and $3.1 million in Fiscal Year 2005 toward the repayment of these bonds. See “Revenues of the
City -- Philadelphia Parking Authority.”

The Hospitals Authority has issued bonds on behalf of the Community College of Philadelphia (“CCP”).
These bonds are secured by, among other things, payments to be made by the City as the local sponsor pursuant to
the enabling legislation that authorized the creation of CCP. As the local sponsor, the City is obligated to pay up to ]
50% of the debt service on bonds issued on behalf of CCP. The principal amount of such bonds for which the City
is obligated to make such payments was $23,355,000 as of June 30, 2005; this amount represents 50% of the
$46,710,000 principal amount of bonds issued and outstanding for CCP purposes as of June 30, 2005.

Recent Financings

In June 2005, the City issued revenue bonds for the Airport, including $41,000,000 Airport Variable Rate
Revenue Bonds, Series 2005 B, which were issued to provide funding for the Airport’s capital program, including




improvements to the baggage security facilities and $189,500,000 of Airport Variable Rate Refunding Bonds, Series
2005C (the “2005C Bonds™). The 2005 C Bonds were issued to refund a portion of the Airport’s 1995A bonds.

In August 2005, the City issued bonds for the Airport , including $124,985,000 Airport Revenue Bonds,
Series 2005A, which were issued to finance capital programs at the Airport included in the City’s capital budget.

[Remainder of Page Intentionally Left Blank]



Table C-10

City of Philadelphia
City Related Bond Indebtedness
June 30, 2005
(Amounts In Millions of USD)
Governmental Fund Types Enterprise Funds
City Municipal ‘ Enterprise
General Authority Gov't Fund Aviation Funds All Funds
Fupd Fund PICA Totals Water Fund Fund Totals Totals

.ond Debt Outstanding, July 1, 2004 1,021.0 248.5 770.7 20402 | 17384 1.092.9 2.831.3 © 48715
.onds Issued: )

General Obligation - - - - - - - -

General Obligation Refunding - - - - - - -

Revenue Bonds - - - - 250.0 41.0 291.0 291.0

Revenue Funding - - - - 86.1 189.5 275.6 275.6
‘'otal Bonds Issued - - - - 336.1 230.5 566.6 566.6
ionds Matured-Refunded

General Obligation 30.1 18.5 - 48.6 L1 - 24 35 52.1

General Obligation Refunded - - - - - - - - -

Revenue - - - - 70.8 354 106.2 106.2

Revenue Refunded - - - - 80.7 183.9 264.6 264.6
‘otal Bonds Matured-Refunded 301 185 - 48.6 1526 2217 3743 4229
ionded Debt Qutstanding June 30, 2005

General Obligation 990.9 230.0 770.7 1,991.6 8.1 - 8.1 1,999.7

Revenue - - - = 1.913.8 1,101.7 3.015.5 3,015.5
‘ota} Bonded Debt Outstanding 990.9 230.0 770.7 1,991.6 1,921.9 1,101.7 3,0236 5,015.2
4inking Fund Assets Available for - - - - 174.0 47.0 221.0 221.0
'ayment of Principal ’
let Debt 990.9 2300 1707 19916 17479 1.054.7 2,8026 - 47942

ource: Office of Director of Finance

C-33



CITY CAPITAL IMPROVEMENT PROGRAM

The Capital Improvement Program for Fiscal Years 2006-2011 contemplates a total expenditure of
$5,494,288,000 of which $2,288,365,000 is to be provided from Federal, Commonwealth, and other sources and the
remainder through City funding. The following table shows the amounts anticipated to be spent each year from
various sources of funds for capital pmJects - City Council adopted the Capital Improvement Program for Fiscal
Years 2006-2011 on June 16,2005.

New Loans

Operating Revenue
Carried Forward Loans
Prefinanced Loans
PICA Prefinanced Loans

Tax-Supported Total - "

New Loans

Operating Revenue -
Self-Sustaining Operating
Self-Sustaining Total

Revolving Funds

Federal

Federal Off Budget

State

State Off Budget

Private

Other Governments/Agencies

Other Governments/Off-Budget .

Other Than City Funds Total
Grand Total

Table C-11

City of Philadelphia
Fiscal Years 2006-2011

Capital Improvement Program
{Amounts in Thou_sands of USD)

2006 2007 2008 2009 2010 2011 Total
68,148 53,584 49,899 49,061 47,570 45,712 313,974
31,738 5,550 5,250 5,250 5250 5,250 58,288
209,412 0 0 0 0 0 209,412

1,000 1,000 1,000 1,000 1,000 1,000 6,000

2257 0 0 0 0 0 - 2257
312,555 60,134 56,149 55,311 53,820 51,962 589,931
209,747 264,276 320,248 381,913 296,347 325216 1,797,747
- 68,720 17,968 18,168 17,668 17,868 18,068 158,460
641,785 0 0 0 0 0 641,785
920,252 282244 338,416 399,581 314,215 343,284 2,597,992
18,000 0 0 0 0 0 18,000
308,880 114,524 85,460 67,532 64,792 64,372 705,560
123,762 145,602 169,708 167,101 129,665 93,970 829,808
47,425 10,211 6,665 4,448 5,738 4,608 79,095
38,154 61,012 60,800 67,195 72,928 61,628 361,717
107,837 29,020 29,020 28,520 28,520 28,520 251,437
54,000 0 0 0 0 54,000

643 789 - 1,115 1.255 1,621 1,325 6,748
680,701 361,158 352,768 336,051 303,264 254423  2.288.365
1,931,508 703,536 747,333 790,343 671,299 649,669 5,494,288

[Remainder of Page Intentionally Left Blank]



LITIGATION

Generally, judgments and settlements on claims against the City are payable from the General Fund, except
for claims against the Water Department, the Aviation Division, and the Gas Works. Claims against the Water
Department are paid first from the Water Fund and only secondarily from the General Fund. Claims against the
Aviation Division, to the extent not covered by insurance, are paid first from the Aviation Fund and only secondarily
from the General Fund. Claims against the Gas Works, to the extent not covered by insurance, are paid first from
Gas Works revenues and only secondarily from the General Fund.

The Act of October 5, 1980, P.L. 693, No. 142, known as the “Political Subdivision Tort Claims Act,” (the
“Tort Claims Act”) establishes a $500,000 aggregate limitation on damages for injury fo a person or property arising
from the same cause of action or transaction or occurrence or series of causes of action, transactions or occurrences
with respect to governmental units in the Commonwealth such as the City. The constitutionality of that aggregate
limitation has been repeatedly upheld by the Pennsylvania Supreme Court. In February 1987, an appeal of a
decision upholding such constitutionality to the United States Supreme Court was dismissed for want of jurisdiction.
However, under Pennsylvania Rule of Civil Procedure 238, delay damages in State Court cases are not subject to the
$500,000 limitation. Moreover, the limit on damages is inapplicable to any suit against the City which does not
arise under state tort law such as claims made against the City under Federal civil rights laws.

The aggregate loss resulting from general and special litigation claims was $30.2 million for Fiscal Year
2001, $30.0 million for Fiscal Year 2002, $24.1 million for Fiscal Year 2003, $24.5 million for Fiscal Year 2004,
and $27.5 million for Fiscal Year 2005. Estimates of settlements and judgments from the General Fund are $23.0
million, $25.1 million, $25.3 million, $24.0 million, and $24.0 million for Fiscal Years 2006 through 2010,
respectively. In budgeting for settlements and judgments in the anrual Operating Budget and projecting settlements
and judgments for each Five-Year Plan, the City bases its estimates on past experience and on an analysis of
estimated potential liabilitics and the timing of outcomes, to the extent a proceeding is sufficiently advanced to
permit a projection of the timing of a result. General and special litigation claims are budgeted separately from
back-pay awards and similar settlements relating to labor disputes. Usually, some of the costs arising from labor
litigation are reported as part of current payroll expenses. For Fiscal Year 2005, payments for claims arising from
labor settlements in the General Fund amounted to $2.6 million of which $2.0 million was paid from the indemnities
account, and $0.6 million from the operating budgets of the affected departments. Actual claims paid out from the
General Fund for settlements and judgments averaged $27.3 million per year over the five years from Fiscal Year
2001 through Fiscal Year 2005.

In addition to routine litigation incidental to performance of the City’s governmental functions and
litigation arising in the ordinary course relating to contract and tort claims and alleged violations of law, certain
special litigation matters are currently being litigated and/or appealed and adverse final outcomes of such litigation
could have a substantial or long-term adverse effect on the City's General Fund. These proceedings involve:
environmental-related actions and proceedings in which it has been or may be alleged that the City,is liable for
damages, including but not limited to property damage and bodily injury, or that the City should pay fines or
penalties or the costs of response or remediation, because of the alleged generation, transport, or disposal of toxic or
otherwise hazardous substances by the City, or the alleged disposal of such substances on or to City-owned
property; a class action suit alleging that the City failed to properly oversee management of funds in the deferred
compensation plan of City employees; two civil rights claims; a pay dispute with former and current paramedics; a
claim made by a Philadelphia sports franchise alleging damages for the cancellation of a professional exhibition
game allegedly because the ficld at Veterans® Stadium was not in playable condition; and a federal lawsuit was filed
by twenty-four homeowners in the Osage-Pine neighborhood whose homes were destmyed in the MOVE altercation

of 1985.

The ultimate outcome and fiscal impact, if any, on the City’s General Fund of the claims and proceedings
described in the preceding paragraph are not currently predictable. 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 Water Department claims have been reduced to judgment or otherwise settled in a manner requiring
payment by the Water Department. The aggregate loss for Fiscal Year 2003 which resulted from these claims and
lawsults was $3 9 mlllmn $2 9 million for Flscal Year 2004 and $2. 3 million for Fiscal Year 2005. The Water
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$6.5 million, although the current estimate is for only $3.0 million. The Water Fund is the first source of payment
for any of the claims against the Water Department.

CRIMINAL INVESTIGATION

The Office of the U.S. Attorney and the Federal Bureau of Investigation are currently conducting an
investigation, in the course of which they have subpoenaed certain records and communication devices of the City
of Philadelphia, including records of the Division of Aviation. The Administration has responded to the subpoenas
and has provided the items requested.

On June 29, 2004, a federal grand jury issued indictments against twelve individuals including former City
Treasurer, Corey Kemp. The indictment against Mr. Kemp charges him with, among other things, conspiracy to
commit honest services fraud, extortion and money laundering. These charges relate to Mr. Kemp's activities as
City Treasurer, including the appointment of firms to participate in municipal bond and other financial transactions
of the City. On May 9, 2005 Mr. Kemp was convicted of a number of the charges filed against him, Of the 11 other
individuals indicted, five have entered guilty pleas, one is now deceased, one has been acquitted and four have been
convicted of some of the charges.

On September 29, 2004, a federal grand jury issued indictments against seven individuals including John
Christmas, former special assistant to the Chief of Staff for the Mayor, and Steven Vaughn, former Chief of Staff for
the City Councilperson elected to represent the Eighth District. The indictment against Mr. Christmas charged him
with scheming to defraud, conspiracy to commit mail fraud, perjury. and making false statements. These charges
related to certain activities of Mr. Christmas which allegedly resulted in the improper awarding of a City contract.
On June 14,2005, the jury acquitted Mr. Christmas of all of the charges against him, other than a perjury charge on
which it was unable to reach a verdict. The indictrent against Mr. Vaughn charges him with scheming to defraud
and conspiracy to commit mail fraud. These charges relate to certain activities of Mr. Vaughn which allegedly
resulted in fraudulent representations made in the awarding of a City contract. Mr. Vaughn entered a plea of guilty
to charges against him and has not yet been sentenced.

- The City is cooperating fully with federal investigators in pursuing their case.
ADDITIONAL INFORMATION

Current City Practices

It is the practice of the City in connection with the issuance and sale of each issue of the City’s bonds or
notes, to require in its contract with its underwriters that the underwriters deposit the official statement of the City
relating to such issue of bonds or notes with a nationally recognized municipal securities information repository (a
“Repository”) as soon as practicable after delivery of such official statement. It is also the City’s practice to file its
Comprehensive Annual Financial Report (“CAFR”), which contains the audited combined financial statements of
the City, with a Repository as soon as practicable after delivery of such report. The CAFR for the City’s fiscal year
ended June 30, 2004 was deposited with & Repository on February 23, 2005. The CAFR for the City’s fiscal year
ended June 30, 2005 was released on January 19, 2006. The CAFR. is prepared by the Director of Finance of the
City in conformance with guidelines adopted by the Governmental Accounting Standards Board and the American
Institute of Certified Public Accountants’ audit guide, Audits of State and Local Government Units. Upon written
request to the Office of the Director of Finance and payment of the costs of duplication and mailing, the City will
make available copies of the CAFR for the Fiscal Year ended June 30, 2005. Such a request should be request
should be addressed to: Office of the Director of Finance (Attention: Accounting), Suite 1330 Municipal Services
Building, 1401 John F. Kennedy Boulevard, Philadelphia, PA 19102. The City also expects to provide financial and
other information as to the City from time to time to Moody’s Investors Service, Standard & Poot’s Ratings Group
and Fitch Ratings, in connection with the securities ratings assigned by those rating agencies to bonds or notes of the

City.

The forepoing statement as to filing or furnishing of additional information reflects the City’s current
practices, but is not a contractual obligation to the holders of the City’s bonds or notes.




CITY SOCIOECONOMIC INFORMATION

Introduction

The City includes within its boundaries an area of approximately 130 square miles and a resident
population of approximately 1.52 million people. The City is in the heart of a nine-county metropolitan area with
approximately 5.1 million residents. Air, rail, highway, and water routes provide casy access to the City,

The City is strategically located on the 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 with approximately one-half of the population of the United States living within an overnight

drive.
Quality of Life

The City is very livable with relatively low housing costs. The National Association of Realtors
Affordability Index ranks the Philadelphia region as the 22nd most affordable housing market out of 180 sampled in
the United States.

The City is rich in history, art, architecture, and entertainment. World-class cultura) and historic attractions
include the Philadelphia Museum of Art (which houses the third largest art collection in the United States), the
Philadelphia Orchestra, Academy of Music, Pennsylvania Ballet, the Constitution Center, the Kimmel Center,
Pennsylvania Academy of Fine"Arts, Franklin Institute, Mann Music Center, Opera Company of Philadelphia, and
the Rodin Museum. The South Philadelphia sporis complex, currently consisting of Lincoln Financial Field,
Citizen’s Bank Park, the Wachovia Spectrum and the Wachovia Center, is home to the Philadelphia 76ers, Flyers,
Phillies and Eagles. The City also offers its residents and visitors America’s most historic square mile, which
includes Independence Hall and the Liberty Bell, as well as Fairmount Park, which includes Pennypack Park and the
country’s first zoo, within its 8,000 acres:

The City is a center for health, education, and science facilities with presently more than 30 hospitals,
seven medical schools, two dental schools, two pharmacy schools, as well as schools of optometry, podiatry and
veterinary medicine, and the Philadelphia Center for Health Care Sciences in West Philadelphia. The City is one of
the largest health care and health care education centers in the world, and a number of the nation’s largest
pharmaceutical companies are located in the Philadelphia area,

The City has eighty degrec-granting 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, Lincoln University, and the
Camden Campus of Rutgers University. The undergraduate and graduate programs at these institutions help provide
a well-educated and trained work 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. The Children’s Hospital
of Philadelphia has recently completed the construction of a new $100 million biomedical research facility located
within the Philadelphia Center for Health Care Sciences in West Philadelphia. A major new cancer research center
is also planned by the University of Pennsylvania.

Demographics

Duﬁng the ten year periad between 1990 and 2000, the population of the City decreased from 1,585,577 to
1,517,550. During the same period, the population of the Philadelphia Primary Metropolitan Statistical Area
(“PMSA”) increased by 5.0%, less than one-half the national rate of increase.
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Table C-12
Population
City, PMSA & Nation
% Change
1999 - 2000 1950-2000
Philadelphia 1,585,577 1,517,550 -4.3%
Philadelphia PMSA* 4,856,881 5,100,931 5.0%
United States 248,709,873 281,421,506 13.2%
Source: U.S. Dept. of Commerce, Bureau of the Census.

* The Philadelphia, PA-NJ Primary Metropolitan Statistical Area includes the counties of
Bucks, Chester, Delaware, Montgomery, and Philadelphia in Pennsylvania and the counties
of Burlington, Camden, and Gloucester in New Jersey. In 1993, Salem County, New Jersey
was added to the Philadelphia, PA-NJ PMSA,

Table C-13
Population Age Distribution
Philadelphia Pennsylvania |
% of % of - % of % of
Age 1990 Total 2000 Total 1990 Total 2000 Total
0-24 563,816 35.6 551,308 36.3 4,021,585 338 3,877,729 323
2544 490,224 309 444 774 293 3,657,323 . 30.8 . 3,515,421 293
45-64 290,803 18.3 307,746 20.2 2,373,629 200 2,701,930 225
65-84 217,913 13.7 186,383 12.3 1,657,270 13.9 1,666,641 13.9
85 & up 22,801 1.4 27,339 1.8 171,836 1.4 232,295 1.9
Total 1,585,577 100.0 1,517,550 100.0 11,881,643 100.0 11,994,016 100.0
Source: U.S. Dept. of Commerce, Bureau of the Census.
United States

Age 1990 % of Total 2000 % of Total

0-24 90,342,198 36.3 99,437,266 353

25-44 80,754,835 325 85,040,251 30.2

45-64 46,371,009 18.6 61,952,636 220

65-84 28,161,666 11.3 30,752,166 11.0

85 & Up 3,080,165 1.2 4,239,587 1.5

Total 248,709,873 100.0 281,421,906 100.0

Source: U.S. Dept. of Commerce, Bureau of the Census.

The Ec.onomy :

Philadelphia’s economy is composed of diverse industries, with virtually all classes of industrial and
commercial businesses 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 Philadelphia is relatively moderate compared to other major métropolitan areas. The
City, as one of the country’s education centers, offers the business cornmumty a large, diverse, and industrious labor
pool.



Table C-14
Office Rental Rates in Cities
Throughout the United States

(In $ Per Square Foot)

Sept, March,  March, March, January, January,

2000 2001 2002 2003 2004 2005
Atlanta 20.20 22.08 21.60 2391 23.09 21,92
Chicago 28.16 24.03 24.02 2230 29.97 28.47
Dallas 20.87 18.51 19.77 21.32 20.58 19.71
Denver 19.70 18.27 16.58 18.29 17.84 17.24
Houston 22,61 16.30 18.20 19.97 19.29 18.21
Los Angeles 20.64 27.30 27.42 27.62 25.56 26.55
New York 4310 53.26 47.20 43.53 45.51 45.16
Philadelphia 21.28 23.49 22.16 23.97 23.24 21.97
Phoenix _ 20.28 21.57 21.11 20.90 20.38 19.39
Portland 21.50 20.50 20.00 21.55 - 20.59 19.65
San Francisco 78.21 61.80 30.20 28.01 27.15 27.75
St. Louis 19.35 17.97 17.83 21.93 20.52 19.91
Tampa 20.25 18.93 18.89 19.66 19.23 18.01
Washington, D.C. | 35.76 30.52 30.63 39.08 31.05 3595

Source: Insignia/ESG Commercial Market Report, National Market Overview,

Employment

The employment and unemployment rates and the total number of jobs within the City are reflected in
Tables C-15 and C-16, respectively.

The employment changes within the City principally have been due to declines in the manufacturing sector
and the relatively stronger performance of the service economy. The City’s and region’s economies are diversified,
with strong representation in the health care, government, and education sectors but without the domination of any

single employer or industry.

.In accordance with the federal government’s plans to close military facilities, the City saw several major
closure actions in the 1990’s, including the Philadelphia Navy Shipyard and Naval Station (“Navy Yard™), the
Philadelphia Naval Hospital, and the former Defense Supply Center of Philadelphia. At the time of their closures,
these facilities employed in excess of 20,000 people. .

Since these closure actions and the subsequent transfer of property from the federal government, the City
has seen substantial progress in the revitalization of these assets and rebuilding the lost employment base. Most
significant, employment at the former Navy Yard complex has begun to climb. In March 2000, the Philadelphia
Authority for Industrial Development (“PAID") took ownership of more than 1,000 acres at the site and has begun
to implement aggressive redevelopment activities. To date, at least 47 companies have leased or purchased in
excess of 2 million square feet of facilities at the complex, now known as the Philadelphia Naval Business Center
(“PNBC"). In addition to this employment, the Navy has retained more than 2 million square feet of facilities.
Together, the private and Navy facilities employ more than 5,500 people. Long term plans call for more than 10
million square feet of industrial and commercial space at PNBC, with employment targeted between 15,000-20,000.




Philadelphia (000)
Labor Force
Employment
Unemployment

Uncmployment Rate (%)

Philadelphia PMSA (000)

Labor Force
Employment
Unemployment

Unemployment Rate (%)

United States (000,000)

Labor Force
Employment
Unemployment

Unemployment Rate (%)

2000

628.7
590.1
386
6.1

2.503.2
2,403.5
99.8
4.0

140.9
135.2
57
4.0

Table C-15
Labor Force Data Annual Average
Based On Residency
1995 1996 1997 1998 - 1999
644.2 6414  643.0 640.0 6442
594.4 596.1 5983 6004 6069
49.8 453 4.7 39.6 36.8
7.7 7.1 7.0 6.2 5.8
24285 24642 25021 24931 25154
2,2863 23341 23805 23855 24129
142.2 130.1 121.6 107.6 104.6
59 5.3 49 4.3 4.1
132.3 1339 1363 137.7 ° 1394
124.9 1267 1296 1315 1335
7.4 7.2 6.7 6.2 59 .
5.6 54 4.9 4.5 4.2

2001 2002 2003 2004
666.4 6803 672.1 6783
6250 6285 628.5  633.5

41.3 51.7 . 43.6 44.8
6.4 7.5 7.7 7.4

25348 2,6492 26450 2,660.6

2,425.1 25023 25195 2,544.3
109.7 146.9 1252 116.3

4.3 5.5 4.7 4.4
143.7 144.9 146.5 1474
136.9 136.5 137.7 1393

6.8 84 8.8 8.1

4.7 58 54 5.5

Source: Pennsylvania Department of Labor and Industry, Bureau of Research and Statistics. Pennsylvania
Civilian Labor Force Scries by County of Residence and Pennsylvania Civilian Labor Force Series by Labor

Market Area.

(a) Important Notice: Labor force data beginning January 1994 are not comparabile to earlier data due to the
implementation of revised survey methodology by the U.S. Department of Labor.
* Preliminary

Month

January
February
March
April

May

June

July
August
September
October
November
December

Table C-16
Philadelphia
Total Monthly Employment And Monthly Unemployment Rates

Based On Residency

Total Employment in 000’s

2000 — 2004

Unemployment Rate %

2000 2001 ° 2002 2003 2004 2000 2001 2002 2003 2004
582.3 5893 390.5 612.9 661.8 6.1 62 7.1 8.3 7.1
581.7 5889 586.1 614.1 662.2 6.1 64 73 8.4 7.4
583.6 592.8 589.0 618.0 667.8 59 6.1 7.3 7.6 7.4
5853 5934 592.8 618.8 668.0 535 57 6.6 7.3 6.8
586.6 596.8 5945 . 6184 672.0 6.1 64 7.8 7.8 74
5952 605.6 600.0 626.2 - 680.9 6.2 6.6 7.7 8.0 8.1
598.8 609.9 605.8 631.5 687.1 6.4 6.6 8.0 7.9 7.5
5969 606.0 604.1 631.7 682.2 6.1 6.5 7.7 7.3 7.6
586.8 600.1 596.6 622.7 676.7 69 6.7 79 7.6 17
5924 601.1 597.2 623.6 677.0 6.5 6.7 7.7 7.8 7.6
594.7 602.1 598.2 627.3 679.1 6.5 6.6 7.7 7.4 7.2
597.0 602.9 599.6 628.5 678.3 5.3 5.8 7.2 6.5 6.6

Source: Pennsylvania Department of Labor and Industry, Bureau of Research & Statistics.




Table C-17
Philadelphia City
Non-Farm Payrell Employment*

(Amounts In Thousands)

1997 1998 1999 2000 2001 2002 2003  2004**  2005*%*

Total Employment 667.5 6753 6852 6959 6878 6868 6790 6508 651.1
Manufacturing 587 578 573 558 525 499 339 321 30.1
Non-Manufacturing 608.8 6175 6279 640.1 6353 6369 6451 6187 621.0
Construction & Mining 10.1 10.8 103 138 12.3 1.9 12.5 11.6 116
Transportation & Public Utilities 33.1 34.1 358 363 358 338 454 236 225
Wholesale & Retail Trade 117.2  H25 1123 1184 1181 1202 1223 66.4 65.7
Finance, Insurance & Real Estate 552 523 513 5L 503 506 512 489 47.5
Services 2795 291.8 2931 2988 3003 3028 2992 3575 3608
Government 1259 1151 1132 1196 1186 117.6 1145 1107 1129

Source: Pennsylvania Department of Labor and Industry, Bureau of Research and Statistics.
* Includes persons employed within the City, without regard to residency.
** Numbers represent July 2004 and July 2005 non-farm employment reports.

[Remainder of Page [nténtiona]ly Left Blank]




Table C-18
City of Philadelphia
Largest Non-Governmental Employers In Philadelphia
June 30, 2005
{Listed Alphabetically)

Albert Einstein Medical
Aramark Food & Support Services Group
Cardone Industries, Inc.
Children’s Hospital of Philadelphia
Comcast Corporation
Drexel University
Frankford Hospital
Independence Blue Cross
Pennsylvania Hospital of the Univ. of Penn, Health
Philadelphia Newspapers, Inc.
' PNC Bank
_ Rohm & Haas
Southeastern Pennsylvania Transportation Authority
Smith Kline Beecham Corporation
Sunoco, Inc.
Temple University
Temple University Hospital, Inc.
Tenet Health System Philadelphia, Inc.
Thomas Jefferson University
Thomas Jefferson University Hospitals
Towers, Perrin, Forster & Crosby, Inc.
University of Pennsylvania Hospital
University of Pennsylvania
Verizon Services Corporation
Wachovia Bank

Source: Philadelphia Department of Revenue

[Remainder of Page Intentionally Left Blank]




Table C-19
Fortune 500
Largest Corporations
With Headquarters In Philadelphia, 2004

Revenues
Corporation Type of Industry Ranking {$ Millions)
Comcast Telecommunications 89 $21,263
Cigna Health Care/Insurance 101 18,808 l
Sunoco Petroleum Refining 123 17,866
ARAMARK Diversified Outsourcing Services 202 9,712
Crown Holdings Metal Praducts 282 6,630
Rohm & Haas Chemical 290 6,421
Lincoln National Insurance: Life & Health 339 5,283
- L
Source:  Fortune Magazine.
Table C-20
Total Industry Employment By Establishment 8
. Annual Averages :
-7 (000s)
Philadelphia PMSA
1997 1998 1999 2000 2001 2002 2003 2004*  2005* ¢
Non-Agricultural 2,257.5 2,315.6 2,322.1 2,394.2 24269 2,413.1 2,450.8 2,7343 2,764.1
Erployment
Goods Producing 393.0 396.2 387.0 398.6 390.3 3803 332.1 366.5 360.3
Construction & Mining 87.8 90.4 863 99.1 108.0 107.2 101.9 128.3 1312
Manufacturing 305.2 3058 300.7 299.5 282.3 273.1 2302 2382 229.1 -
Durable Goods 146.0 1474 143.7 i42.8 133.3 125.6 115.8 123.7 [19.3
Noadurable Goods 159.2 1584 157.0 156.7 149.0 147.5 1144° 114.5 105.8
Service Producing 1,864.5 19194 1,935.1 1,995.6 2,036.6 2,032.8 2,118.7 2,367.8 2,403.8
Transp. & Public 106.9 109.9 113.4 114.3 113.5 112.0 489.1 89.9 91.5
Utilities . .
Wholesale & Retail 498.3 506.8 503.2 526.3 539.3 534.2 118.1 438.7 445.8
Trade
Fin., Insurance & Real 157.3 161.6 162.7 169.2 . 1703 168.1 1771 221.8 221.0
Estate
Services 806.6 848.5 859.0 886.0  900.6 904.3 1,075.6 1,287.8 1,313.0
Government 295.4 292.6 296.8 299.8 3129 3142 3154 329.6 3325
Federal Government 58.1 559 57.7 57.8 572 57.5 58.0 61.7 61.4
State & Local 2373 236.7 239.1 242.1 255.7 256.7 2574 267.9 2711
Government

Source: Pennsylvania Department of Labor and Industry, Bureau of Labor Research and Statistics.
* Numbers represent July 2004 and July 2005 non-farm employment reports




Income

The following table presents data relating to per-capita income for the City, the PMSA, and the United
States. It illustrates that, for the past few years, real per-capita income has generally outpaced the urban cost of
living index, suggestmg that on average, the newly created service jobs have generated positive real income growth
for City wage eamers.

Table C-21
Consumer Price Indices and Median Household Effectwe Buying Income

1990 1997 1998 1999 2000 2001 2002 2003 2004 2005
CPI-U United States(a) 130.7 160.5 163.0 166.6 172. 2 177.1 180.9 184.6 188.9 1932
CPI-U Philadelphia 135.8 166.5 -168.2 1719 . 1765 . 1813 183.0 188.8 196.5 202.1
PMSA(a)

Buying Income(b) . . .
Philadelphia $24,880  $29,561  $30,127 $31,621 $£33297 $29,995 328015 $28,150
Philadelphia Metro Area* $33,277  $42,852 $44.425 $47,152 $49,717 $43.800 $41,820 $42,852
United States $27,912 334,618 $35,377 $37,233 N/A N/A N/A $38,201

*Statistic is a measure of the Phlladclphra Camden & Wlemgton Metropolltau Area. PMSA statistic was not
available.
Source: (a) Consumer Price Index - All Urban’ Consumers U.S. Bureau of Labor Statistics.
{b) “2803 Survey of Buying Power”
Table C-22
Number of Households By Income Range In Philadelphia County
- Percentage
Number of Households* of Households*
Income ' 1990 2000 1990 2000
Under $ 9,999 136,335 109,237 22.6 18.5
$£10,000-14,99% 59,331 - 49,035 9.9 8.3
$15,000-24,999 108,405 89,059 18.1 15.0
$25,000-49,999 190,237 171,215 31.7 29.0
$50,000 and over 106,432 171,737 17.6 29.1
Total ~ 600,740 590,283 100.0% 100%
Source: U.S. Department of Commerce, Bureau of the Census.
* A household includes all the persons who occupy a housing unit.
Number of Households By Income Range In United States
Number of Households (000’s)  Percentage of Households
Income 1990 2000 1990 2000
Under $9,999 14,214 10,067 . 155 9.5
$10,000-14,999 8,133 6,657 B.8 6.3
$15,000-24,999 16,124 13,5360 17.5 12.8
$25,000-49,999 31,003 30,965 33.7 293
$50,000 and over 22,519 - 44,312 24.5 42.1

Total 91,994 105,537 - 100.0% 100.0%

Source: U.S. Department of Commerce, Economics and Statistics Administration, 1990 Census of
Population




Retail Sales

The following table reflects taxable sales for Philadelphia from fiscal years 1995 to 2004.

Table C-23
Philadelphia

Taxable Retail Sales 1995-2004
(3000’s)

Fiscal Year Taxable Sales
1995 8,636,921
1996 10,249,166
1997 9,637,833
1998 8,276,083
1999 9,604,970
2000 10,432,800
2001 11,107,100
2002 10,980,914
2003 10,933,524
2004 11,172,231

Source:  Figures dgtesmined by dividing the Philadelphia local sales tax reported by the Pennsylvania
Department of Revenue by the local sales tax rate of 0.01.

The following table compares retail sales activity among the City, the PMSA, Pennsylvania, and the United

States.
Table C-24
Retail Sales By Store Group (3000)
2004
Philadelphia CBSA** Pennsylvania United States
Total Retail Sales* $11,366,900 £79,892,130 $155,423,454 $3,906,482,160
Food 1,959,887 10,862,213 22,867,092 526,193,765
Eating & Drinking 2,315,171 7,715,123 15,121,084 383,728,199
Gen. Merchandise 670,713 7,570,987 15,693,600 504,355,625
Fumiture, Furnishings ’ 479,110 4,114,101 6,323,992 203,238,293
Automotive 1,329,972 18,365,360 35,614,264 906,076,160
Source; Sales and Marketing Management, “2004 Survey of Buying Power”

*Total Retail Sales reflects net sales (less refunds and allowances for returns) for all establishments primarily
engaged in retail trade. Receipts from repairs and other services are also included, but retail sales by wholesalers

and service establishments are not.

**Core Based Statistical Area (CBSA) Philadelphia-Camden-Wilmington PA-NJ-DE-MD

{Remainder of Page Intentionally Left Blank]
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Effective Buying Income and Household Income

Effective buying income (“EBI") is defined as all personal income less personal taxes, non-tax payments
(fines, fees and penalties), and contributions to social security. EBI is also commonly referred to as disposable or
afler-tax income. -

Table C-25
City And USA Effective Buying Income
2004
] % of Household EBI

Total EBI Median $20,000- $35,000- $50,000 and

(3000) Household EBI 34,999 49,999 Over
Philadelphia (City) $ 20,920,750 $28,150 24.8 16.6 229
Bucks Co. 15,020,125 . 52,073 17.0 18.4 52.4
Chester Co. 12,869,483 . 56,649 15.4 16.3 572 .
Delaware Co. 12,030,260 44,189 20.9 18.4 42.8
Montgemery Co. 21,115,723 52,566 17.2 17.7 52.9
Burlington Co., NJ 10,050,470 49,699 17.7 20.6 49.6
Camden Co., NJ 9,697,133 41,067 204 20.0 39.1
Gloucester Co., NJ 5,165,255 46,751 18.4 20.8 454
Salem Co., NJ 1,131,108 39,366 214 20.9 36.6
Pennsylvania 226,703,626 36,361 242 19.2 327
United States 5,466,880,008 38,201 n/a n/a n/a

Source: Sales and Marketing Management, “2004 Survey of Buying Power”

Transportation

The residents of the City and surrounding counties are served by a commuter transportation system
operated by SEPTA. This system includes two subway lines, a network of buses and trolleys, and a commuter rail
network joining Center City and other areas of the City to the airport and to the surrounding counties. A high speed
train line runs from southern New Jersey to Center City and is operated by the Delaware River Port Authority. An
important addition to the area’s transportation system was the opening of the airport high speed line between Center
City and the Philadelphia 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. The opening of the commmuiter 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. ,

Amtrak, SEPTA, Norfolk Southen, CSX Transportation, Conrail and the Canadian Pacific provide inter-
city commuter and freight rail services connecting Philadelphia to the other major cities and markets in the United
States. More than 100 truck lines serve the Phxladelphla area.

The City now has one of the most accessible downtown areas in the nation with respect to highway
transportation by virtue of 1-95; the Vine Street Expressway (I-676), running east-to-west through the Central
Business District between 1-76 and 1-95; and the “Blue Route” (1-476) in suburban Delaware and Montgomery
Counties which connects the Pennsylvania Turnpike and [-95 and thereby feeds into the Schuylkill Expressway (I-
76) and thus into Center City Philadelphia,

The City owns Philadelphia International Airport (“PHL™), located seven miles southwest of Center City
and a smaller reliever airport in Northeast Philadelphia. PHL is accessible by major highways within the City and
from surrounding communities and SEPTA’s high speed train line. PHL provides its passengers with service on



twelve domestic carriers and eight regional carriers, while six foreign flag carriers and two U.S. carriers provide
international service. In addition, there are six all-cargo carriers. PHL serves as a key comnecting hub for
USAirways. PHL opened a new commuter terminal in 2001 and a new international terminal in May 2003. In
2004, PHL ranked 17th in the nation in terms of total passengers, according to data reported by Airports Council

International.

The Port of Philadelphia is one of the busiest ports in the United States, holding a leadership position in the
handling of many labor-intensive cargoes. It is the leading handler among all U.S. perts of Chilean fruit entering the
country and a leader 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 Termipal and Tioga Marine Terminal.
The Port’s publicly owned facilities 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.

Water and Wastewater Systems

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), to Aqua Pennsylvania
formerly Philadelphia Suburban Corporation, and to the Bucks County Water and Sewer Authority. The City
obtains approximately 55 percent of its water from the Delaware River and the balance from the Schuylkill River.
The water system serves approximately 471,000 properties through 3,300 miles of mains and provides fire
protection through more than 25,500 fire hydrants.

The wastewater sysfém services a total of 360 square miles of which 130 square miles are within the City
and 230 square miles are in suburban areas. The total number of accounts is approximately 469,000. The wastewater
system contains three water pollution control plants, a biosolids processing facility, 16 pumping stations, and
approximately 3,000 miles of sewers. By order of the Delaware River Basin Commission, the City is required to
achieve effluent limitations that are considered more stringent than those required to achieve secondary treatment
levels as defined in the Federal Water Pollution Control Act, as amended.

Municipal Solid Waste Disposal

The City is responsible for collecting solid waste from sources other than industrial or commercial
institutions. Approximately 3,000 tons of solid waste per day is collected by the City. Municipal solid waste is
disposed of through a combination of private and City transfer stations with the City limits, and at various landfills
operated outside of the City limits. The City significantly reduced its waste disposal costs over the past eight years
after entering into new contracts effective in July 1994 and again in July 1998 with private contractors for landfill
space. The current disposal contracts were extended through June 2005, which was the last of three City option
years. The City entered into new contracts for the period beginning July 1, 2005.

[Remainder of Page Intentionally Left Blank]



Housing

While the City’s housing market has remained relatively stable, recently home values have gone up, as
shown on the table below:

Table C-26
Characteristics of Housing Units
1990 2000
Total Housing Units .
City of Philadelphia 674,899 661,959
Philadelphia PMSA 1,491,310 1,565,641
Pennsylvania 4938,140 . 5,249,750
Percent Owner Occupied
City of Philadelphia 62.0% 59.3%
Philadelphia PMSA 68.5% 68.4%
Median Value of Owner Occupied Housing
City of Philadelphia 348,400 59,700
Philadelphia PMSA 96,700 121,300
Pennsylvania 67,900 97,000
Number of Persons per Housing Unit
City of Philadelphia 2.63 2.65

Soarce: U.S. Department of Commerce, Bureau of the Census.

Economic Development

The last decade found the City riding one of the biggest development waves since the development of the
Center City office towers in the mid-1980"s. The City’s economic development policies are being strategically
driven under the auspices of an initiative called the Economic Stimulus Program, which began in 1994 as a $2.2
billion project, and was extended in 1997 for three years and continued in 2000 by the administration of Mayor John

Street.

The gains of the Program are evident in a series of economic development accomplishments that include: a
hotel construction boom that has given the City more than 4,000 new hotel rooms, all within walking distance of the
$500 million Pennsylvania Convention Center; the Avenue of the Arts complex capped off by the $255 million
Regional Performing Aris Center; the creation of economic development zones to enhance existing economic
development efforts already underway; and the ongoing conversion of closed military installations to commercial
use including the transformation of the former Philadelphia Naval Base into a world class commercial and industrial
park with the most modern shipbuilding operation in North America,

Philadelphia International Airport

Philadelphia International Airport is ranked 17th among the nation's airports in terms of passenger traffic,
serving 28.5 million passengers in calendar year 2004. In June 1998, a $140 million renovation of terminals B and
C was completed. A year later, construction began on a $443 million development project to construct new
international and regional terminals, funded by a 1998 Airport Revenue Bond issue. An additional $188 million in
bond financing was provided for the project in July 2001. Construction of the regional terminal was completed in
June 2001 and the new international terminal was completed in May 2003. The Parking Authoriiy completed
construction of two new Alrpori parking garages in the spring of 2003, which provided z total of 5,100 additional
parking spaces. These Airport improvements are expected to have an economic impact of more than $2 billion over
the first twenty (20) years of operation.

During the past year, the Airport issued three series of Airport Revenue Bonds, (for 2005) which included
$125 million in fixed-rate Series 2005A bonds, $41 million variable-rate Series 2005B bonds and $189.5 million




variable-rate Series 2005C bonds. Proceeds of the 2005A and B bonds will enable the Aitport to undertake critical
infrastructure projects, such as expansion and modernization of Terminals D and E, improvements to Terminal A-
East, expansion of security checkpoints to Terminals B and C, and resurfacing of Runway 9R-27L. Proceeds of the
2005C bonds will be used to refund the Airport's Revenue Bond Series 1995A bonds.

Hospitality and Tourism

One of the most encouraging trends for the City’s economy has been the continuing growth in the
hospitality and tourism industry. As one of the cornerstones of the City’s economic development efforts in the
19905, the hospitality and tourism sector continues to represent a significant growth opportunity for the City.

Pennsylvania Convention Center

At the center of the hospitality and tourism industry is the Pennsylvania Convention Center. The existence
of the Center, one of the largest in the east and the attendant development of hotels within walking distance of it,
have positioned the City to attract some of the largest conventions and shows in the country. This includes the
annual Flower Show with an estimated $25 million economic impact as well as the American Library Association
(an estimated $7 million economic impact) and SAP (an estimated $12 million economic impact). In 2000, the
Republican National Convention was held in Philadelphia at the First Union Center, bringing significant revenues to
the local economy. In 2003, a major labor agreement was entered into which addressed certain chronic labor
problems which may have impacted the Convention Center’s ability to remain competitive.

Barnes Foundation .-

The Barnes Foundation recently won approval from the Montgomery County Orphans Court to move its
prized art collection to Center City Philadelphia from the suburban community of Lower Merion, Pennsylvania. Its
collection, which includes dozens of masterpieces by Matisse, Cezanne and Renoir, among others, was aranged by
Albert Barnes himself in unique ensembles that are to be preserved when the gallery moves downtown. The Barnes
Foundation’s proposed new facility will be on the Benjamin Franklin Parkway, in a more central location, within
several blocks of the Philadelphia Museum of Art, the Renoir Museum, the Moore College of Art and numerous

other cultural institutions.

New Sports Stadium Complex

The Eagles’ football stadium, Lincoln Financial Field, opened to great fanfare in August 2003, and Citizens
Bank Park, the new baseball stadium for the Phillies, hosted its inaugural season home opener in April 2004. This
opening capped the completion of a $1 billion investment by the City, the teams and the state to create a four-facility
stadium complex that is unmatched’anywhere in the United States. Both the Phillies and the Eagles signed 30-year

leases.

New Center City Skyscrapers

Liberty Property Trust has begun the construction of a $465 million project that will include two office
buildings containing 1.25 million square feet as well as a glass enclosed winter garden and public plaza known as
the Comcast Center. The structures will include the tallest building in Philadeiphia and will be the first major
Center City office tower in more than ten years. The Comcast Center anticipated completion date is spring of 2007

and it is 70% leascd

In addition, the Cira Center has been built over the railroad yards adjacent to Amtrak’s 30th Street Station
by Brandywine Realty Trust. The building contains more than 725,000 square feet of office space and is almost

70% leased.
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Ikea

The developer, Goldenberg Group opened a new 21 acre Ikea Site, August 2004, It is Ikea’s first urban
store in the United States and is located at Columbus Boulevard near Snyder Avenue, The building size is 311,000
square feet with an in store restaurant that seats 300. The expected employment is 380 people.

Special Economic Development Zones

Between 1995 and 2000, three special “zones” were created in Philadelphia to promote revitalization and
economic development. They are the Federal Empowerment Zone, the-target areas of Frankford/Port Richmond
known as the Urban Industry Initiative, and the Keystone Opportunity Zone. These zones represent initiatives over
and above day-to-day economic development activity, The Keystone Opportunity Zones, Empowerment Zones and
Renewal Community Designation provide place-bas ¢ exemptions within specific areas targeted for economic
development. :

,' Keystone Opportunity Zones (“KOZ)/ Keystone- Opportunity Expansion Zones (“KOEZ™)/-Keystone
Opportunity Improvement Zones. In January 1999, the Commonwealth of Pennsylvania designated 12 Keystone
Opportunity Zones (KOZs) in neighborhoods throughout Philadelphia. Zones that encompass underutilized and
often vacant land were formed to encourage existing businesses to expand and new businesses to relocate in the
targeted locations within struggling neighborhoods. Businesses that locate within a KOZ are exempt from such taxes
as the Business Privilege Tax, use and occupancy tax, real estate tax, state business taxes and state sales tax on items
consumed at the site, through December of 2010. In 2001, the Commonwealth approved designation of eight new
zones as part of a second round of KOZs, newly entitled Keystone Opportunity Expansion Zones (KOEZs). Tax
exemptions for businesses that locate in KOEZs are effective through September 30, 2013.

On December 31, 2002, in an effort to refine the existing programs, the Governor signed an Executive
Order that designated several key sites in Philadelphia as Keystone Opportunity Improvement Zones (KOIZs). This
Executive Order was signed pursuant to the KOZ Bill , signed December 9, 2002, in which new subzones could be
added or existing subzones.could be enbanced or enlarged to incorporate new property into existing KOZ and
KOEZs. Since January 1999, the City has participated in deals with 109 new and existing companies, leveraged over
$226 million in private investrment, and fostered the creation of 2,472 jobs and the retention of 1,915 jobs. Over 2
miliion square feet has been constructed and over 1.2 million square feet has been rehabilitated.

Renewal Community Designation. This federal program offers employment and operating tax incentives to
businesses locating within economically distressed areas through 2009, under the Community Renewal Tax Relief
Act of 2000. In 2003, the City allocated $12 million in Commercial Revitalization Deductions, a tax benefit
accelerating depreciation for businesses located in the Renewal Community. All six qualified applicants received
allocations this year, which leveraged approximately $109 million in private investment and helped to create and
retain 1,950 full-and part-time jobs. Additional Renewal Community benefits will include employment credits,
increased tax deductions for environmental clean-up and capital investments, and no tax on capital gains for assets
for over five years.

Philadelphia Industrial Development Corporation

The City's efforts to retain and attract industry are directed by the Philadelphia Industrial Development
Corporation (“PIDC"). Established in 1958, PIDC is a non-profit venture of 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 compantes who intend to build or
expand in Philadelphia, (ii) tax-exempt bond funding to eligible borrowers such as non-profit institutions through
PAID; (iii) offering of fully improved parcels of land for sale in more than a dozen designated industrial parks and
districts across the City; and (iv) offering of development assistance and project management to a range of
Philadelphia’s development and non-profit corporations,




Urban Industry Initiative

Urban Industry Initiative (“UII™), a grant-funded program, was established in Fiscal Year 1997 to retain
neighborhood-based manufacturing jobs in Frankford, Port Richmond, Bridesburg, Juniata Park, and Horrowgate.
UII has helped strengthen individual companies and their business relationships by organizing purchasing forums,
connecting small businesses to large corporations, and strengthening the relationship between resident and
neighborhood-based companies. In its seventh year, UlI has expanded its target area within the lower Northeast and
the Hunting Park industrial area. Over the life of the initiative, UIl has made 36 loans worth over $1.8 million and
assisted with 43 deals that have helped to create 230 new jobs, totaling over $11.5 million in the public and private
neighborhood investments. In an effort to promote the employment opportunities in manufacturing, UIT works with
manufacturers and the school district to provide plant tours and internships. This year Ul and the Commerce
Departtnent are launching a “Philadelphia Made” campaign to build awareness of the quality and value offered by
Philadelphia companies and entreprencurs. The Ull also works with businesses to improve their physical
environment. The PRIDE (Port Richmond Industrial Development Enterprise) district is the first industrial special
services district in the state and will complete over 3] million of construction improvements to upgrade its
neighberhood in 2004.

The Office of Defense Conversion Activities

PIDC serves as the City’s point of contact for issues related to the acquisition and redevelopment of former
military facilities. The City, as the only city in the country adversely affected by all four rounds of base closures,
finds itself at the forefront of cities in converting former military installations to commercial and related uses. The
largest of the City’s closed facilities is the Philadelphia Navy Yard. PAID acquired these assets from the Navy in
March 2000. The Philadelphia Navy Yard totals in excess of 1,000 acres and includes four discrete development
zones capable of supporting all forms of industrial and commercial development. These zones include the Shipyard,
the Girard Point Industrial Park, the Commerce Center and the Intermodal Yard.

With the acquisition of the Philadelphia Navy Yard in 2000, after nearly a decade of closure actions,
lawsuits and negotiations, PAID has established a strong industrial presence at the site. There are meore than 4
million square feet of occupied facilities on the site that are home to more than 6,000 employees. More than fifty
private companies and four US Navy civilian operations are the source of this employment.

The largest and most significant industrial project at the Philadelphia Navy Yard has been the development
of a state-of-the-art commercial shipbuilding facility. In partmership with local, state and federal government,
Kvaemner ASA has constructed the world’s most modern and technologically advanced shipyard. With construction
of the $488 million facilities completed, Kvaerner Philadelphia Inc. now employs in excess of 900 workers on the
site. The first two container ships have been sold to Matson Navigation, and construction of & third ship has started.
The first vessel, the MV Manukai, was delivered to Matson in July 2003.

In December 2002, PAID entered into a development agreement with Liberty Property Trust to market,
develop and lease a 60-acre portion of the Philadelphia Navy Yard as a first-class office campus. This campus will
include 1.4 million square feet of Class A suburban style corporate office space.

In addition, in February 2003, PIDC and Liberty announced that development of a 75,000 square foot
biotechnology building for AppTec Laboratory Services, a Minnesota based biotechnology service firm. The new
facility opened in the. spring of 2004 and will be home to more than 200 employees, 70% of whom have Ph.D.

degrees.

PIDC has also made significant gains in the acquisition and redevelopment of other closed military sites.
PAID acquired the 25 acre Capehart Housing Property from the Navy in March 2000 and subsequently sold the site
to a private housing developer for the construction of 230 new, single family homes. These homes are now under
construction and the first phase of homes have sold for an average price of $350,000. '

In April 2000, PAID acquired the 50-acre former Philadelphia Naval Hospital. PAID entered into a lease
with the Philadeiphia Eagiles football franchise for the eastern half of that site, where the Eagles have developed a
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new practice facility, team offices and an out patient physical rehabilitation center. On the balance of the site, PIDC
constructed an interim parking lot to support the adjacent construction of two new sports stadiums. This portion of
the site will ultimately be made available for private development.

The final major military closure site in the City was the former Defense Supply Center Philadelphia
(DSCP), located at 20th Street and Oregon Avenue. PAID completed the acquisition of this 85-acre site from the
Army in October 2001. Given the existence of a major underground plume of oil that is being remediated, the
acquisition was structured to allow PAID to tzke the property’s air rights initially, with the ground rights to follow
upon completion of the remediation project. In addition, PAID has entered into the following agreements with
private entities: (1)-sold approximately 1 million square feet of buildings to Brite Star Manufacturing, where more
than 300 people are employed in the manufacturing, warehousing, and distribution of holiday decorations; (2) seld
an additional 750,000 square feet of buildings to a private real estate developer to be renovated and marketed for
commercial and warehousing space; (3) sold a 3.5-acre parking lot for a new 55,000 square foot Acme supermarket
that opened in September 2003; and (4) sold a 44-acre parcel to Forest City Ratner Company, a national developer
of retail centers that will result in the development of a 550,000 square foot, $100 million retail center that will
employ in excess of 1,000 people. The retail developtent began construction in October 2003 and is substantially

complete.
Hospitals and Medical Centers
Hospitals and Medical Centers. The following table presents the most recent published data regarding

hospitals and medical centers in Philadelphia. Due to mergers and consolidations that have occurred or may occur
in the future, this table is accurate only as of its publication date.

[Remainder of Page Intentionally Left Blank]



Table C-27

City of Philadelphia
Hospitals and Medical Centers
(As of 2005)

Institution Beds

Albert Einstein Medical Center 561
Belmont Center for Treatment 145
Children’s Hospital of Philadelphia . 344
Children’s Seashore House 30
Eastern PA Psychiatric Institute 109
Episcopal Hospital 21
Fairmount Behavioral Health System 146
Fox Chase Cancer Center 100
Frankford Hospital 405
Friends Hospital 192
Graduate Hospital, main campus 241
Hahnemann Hospital . 437
Jeanes Hospital 161
John F. Kennedy Memorial 141
Kensington Hospital 45
Magee Rehabilitation Hospital 96
Nazareth Hospital 200
Temple East, Northeastern 170
North Philadelphia Health System 31§
Northeast Hospital 166
Pennsylvania Hospital 380
Presbyterian Medical Center of the University of Pennsylvania Health System ) 238
Roxborough Memorial Hospital 115
Saint Agnes Medical Center 151
Shriners Hospital for Crippled Children 59
St. Christopher’s Hospital 120
St. Joseph’s Hospital 146
Temple University Hospital 534
Thomas Jefferson University Hospital 812
University of Pennsylvania Medical Center 590
Veterans Affairs Medical Center 136
Wills Eye Hospital 40

Source: Delaware Valley Healthcare Council, Hospitals & Healthsystems Association of Philadelphia
{1) Formerly Known as Presbyterian Medical Center of Philadelphia

Children’s Hospital Expansion. Children’s Hospital of Philadelphia announced a five-year $650 million
expansion program that began construction in February 2001 and will add more than one million square feet of
treatment and research space at the Hospital’s campus in West Philadelphia. ,

University of Pennsylvania/Civic Center. The University of Pennsylvania and Children’s Hospital of
Philadelphia are constructing a cancer research and treatment center on the former Civic Center site in West
Philadelphia.

Additienal Projects Under Construction

The following table lists additional projects currently under construction in the City.



Table C-28
Projects Under Construction

Project Estimated Cost

University of Pennsylvania/Civic Center $450,000,000
City Hall Tower Restoration 200,000,000
Networks (High Tech Center) 85,000,000

Source: City of Philadelphia, Five-Year Financial Plan Fiscal Year 2003-Fiscal Year 2008.

[Remainder of Page Intentionally Left Blank]



APPENDIX D

SUMMARIES OF THE ACT AND LEGISLATION AUTHORIZING
THE ISSUANCE OF THE BONDS

The following are summaries of certain provisions of The First Class City Revenuc Bond Act (the “Act™), the
Gencral Gas Revenue Bond Ordinance of 1975, as amended and supplemented (the “1975 General Ordinance™) and the
Gencral Gas Works Revenue Bond Ordinance of 1998 (the “1998 General Ordinance™). Also summarized herein is the
Seventh Supplemental Ordinance to the 1998 General Ordinance (the “Seventh Supplemental Ordinance”), which
authorizes the issuance of the Gas Works Revenue Bonds, Sixth Series (1998 General Ordumnce) (the “Sixth Series
Bonds”). The summaries are niot, and should not be regarded as, complete statements of the provisions of the Act, the
1975 General Ordinance or the 1998 General Ordinance. Reference is made to the Act, the 1975 General Ordinance, the
1998 General Ordinance, and the Seventh Supplemental Ordinance, copies of which are available from the Office of the
Director of Finance, 1300 Municipal Services Building, 1401 John F. Kennedy Boulevard, Philadelphia, Pennsylvania
19102, 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 1975 General Ordinance, the 1998 General Ordinance and the Seventh
Supplemental Ordinance and, unless otherwise.stated, shall have the meanings set forth therein.

 THE FIRST CLASS CITY REVENUE BOND ACT
{Act 234 of the General Assembly of the Commonwealth
Approved October 18, 1972, P.L. 955; 53 P.S. §§ 15901-24)

General Authoﬁzation; Defmiﬁons; Bonds to be Special Obligations

The Act is intended-to*provide a comprehensive authorization to The City of Philadelphia, Pennsylvania (the
*“City”) and any other Pennsylvania city of the first class to issue revenue bonds (“Revenue Bonds”) to finance various
types of projects or to refund previously issued Revenue Bonds and certain other bonds, as more fully described herein
under “Refunding.”

Project is defined to include, inter alia, any buildings, structures, facilities or improvements of a public nature,
the related land rights or leasehold estates in land 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 whjch 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 local governments or governmental agencies on account of the cost of operation of, 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 froim.the foregoing.

Revenue 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 Revenue
Bonds. The Revenue Bonds are not permitted to pledge 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 Revenue Bonds. The obligations
represented by the Revenue 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 to establish that Project Revenues will be sufficient to amortize all Revenue Bonds outstanding, the Act
requires a finding to be made in the ordinance authorizing the issuance of the Revenue 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
interpet on the Revenne Rands  Thic findino is tn he hased nn a renart of the chiaf ficral nfficer of the Citv filed with the
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may be based on the final report of the head of the department or agency of the City having jurisdiction over the project
involved or on a certificate of registered engineers engaged by the City to compile relevant data.

For the purpose of calculating projected annual Project Revenues for each year, the Act provides that: (i) only
those rents, rates, tolls or charges to the general public shall be included which, under existing authorizations, and in full
force and effect as of the date of calculation, will be reasonably collectible in such year under the schedule or rate of
rents, rates, tolls or charges which are or will be in effect during such year, or which may be imposed by administrative
action without further legislation; (i) only those bulk payments shall be included which may be imposed under
subsisting legislation or which are provided under subsisting 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) only those governmental subsidies
or payments shall be included which, under existing legislation, are subject to reasonably precise calculation and, unless
stated in such legislation or authorization to be of an annual or more frequently recurring nature, are payable in such

year.

Details of Revenue Bonds and City Covenants

. The Act provides that the ordinance authorizing the issuance of the Revenue Bonds shall fix the aggregate
amount of Revenue Bonds to be issued and determine, or designate officers of the City to determine, the form and details
of the Revenue 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 Revenue Bonds, the redemption of Revenue
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 covenants, terms
and provisions of the tond ordinance constitute contractual obligations of the City sub_;ect 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 larger 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 Revenue
Bonds when due and payable or upon redemption and for the payment of State taxes, if any, assumed by the City to be
paid on the Revenue 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 Revenue Bonds for which the
sinking fund is established and all State taxes, if any, assumed by the City to be paid on such Revenue Bonds, as and
when the same shall become due and payable. The sinking fund and any other funds or accounts established by the bond
ordinance 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 and other funds 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 are subject
to a perfected security interest for the Revenue Bonds for which the sinking fund is established until properly disbursed.

Refunding

Revenue Bonds cutstanding under the Act or other bonds issued for purposes for which Revenue Bonds are
issuable under the Act, whether issued before or afier the effective date of the Act, may be refunded by Revenue Bonds
issued under the Act and such refunding Revenue Bonds are subject to the same protections and provisions required for
the issuance of an original issue of Revenue Bonds, provided that the last stated maturity date of the refunding Revenue
Bonds is not later than ten years after the last stated maturity date of the bonds to be refunded. The principal of and
interest to payment or redemption date and redemption premium payable, if any, in respect of bonds to be refunded will
no longer be deemed to be outstanding obligations of the City when the City shall have deposited with a bank, bank and
trust company or trust company funds represented by demand deposits, interest-bearing time dccounts, savings deposits,
certificates of deposit or specified obligations of the United States or of the Commonwealth of Pennsylvania (provided
such deposits or accounts are insured or secured as public deposits with securities having at all times a market value
exclusive of accrued interest equal to the principal amount thereof), which are sufficient to effect, and are irrevocably
pledeed to. the redemntion or pavment of such bonds and. in the case of redemntion. notice of such redemntion ar



Validity of Proceedings; Suits and Limitations Thereon

Prior to the delivery of Revenue Bonds, the City must file with the Court of Common Pleas of Philadelphia
County (the *Court”) a transcript of the proceedings authorizing the issuance of such Revenue Bonds. If no action
asserting the invalidity of such proceedings is brought on or before the twentieth day following the date of recording of
the transcript, the validity of the proceedings, the City’s right to issue such Revenue Bonds, the lawful nature of the
purpose for which such Revenue Bonds are issued, and the validity and enforceability of such Revenue 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 Revenue: 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.

. Exemption from State Taxation

The Commonwealth pledges with the Holders from time to time of Revenue Bonds issued under the Act that
suc,h Revenue Bonds and the interest thereon shall at-all times be free from taxation within and by the Commonwealth of
Pennsylvania, but this exemption does not extend to underwriting profits or to gift, succession or inheritance taxes or any
‘other taxés not levied directly on the Revenue Bonds or the interest thereon. Profits, gains or income derived from the
sale, exchange or other disposition of the Revenue Bonds are subject to state and local taxation within the

Commeonwealth of Pennsylvania.

Defaults and Remedies _ . ~

If the City should fail to pay or cause to be paid the principal of or interest on any Revenue Bond as the same
shall become due, the remedy provisions of the Act permit the Holder of any such Revenue 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 such Revenue Bond. The Holders of 25% in aggregate principal
amount of any series of Revenue Bonds then outstanding 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 Revenue
Bonds or any bond ordinance may appoint a trustee to represent the Holders of all such Revenue Bonds, and such
representation shall be exclusive for the purposes provided in the Act. Such trustee may and, upon written request of the
Holders of 25% in aggregate principal amount of such Revenue Bonds then outstanding, 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 Revenue Bonds: (1) enforce, by proceedings at
law or in equity, all rights of the Holders of the Revenue Bonds, including the right to require the City to impose and
collect pledged rents, rates, tolls and charges or to require the City fo carry out any other agreements with the Holders of
such Revenue Bonds; (2) brmg suit on the Revenue Bonds with the same effect as a suit by any Holder of the Revenue
Bonds; (3) bring suit in equity to require the City to make an accounting for all pledged Project Revenues received
and/or to enjoin any acts or things which may be unlawful or in violation of the rights of the Holders of any Revenue
Bonds; and (4) after 30 days’ written notice to the City and subjéct to any limitations in the bond ordinance, declare the
unpaid principal of all Revenue Bonds to be immediately due and payable, together with interest thereon at the rates
stated in the Revenue Bonds until final payment, and, upon the curing of all defaults, to annul such declaration and its
consequences. The Court, in cases of extreme hardship, 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 Revenue Bonds. In any suit,
action or proceeding by or on behalf of Holders of defaulted Revenue Bonds, the fees and expenses of a trustee,
including operating costs of a Project and reasonable counsel fees, which are allowed by the Court shall be deemed
additional principal due on the Revenue Bonds and shall be paid in full from any recovery prior to any distribution to the
Holders of the Revenue Bonds. (The 1998 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 Revenue Bonds
have become insufficient to meet the requnrements of the ordmance or ordmances under which the Revenue Bonds were
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limitations, to authorize the issuance and sale of general obligation refunding bonds of the City without limitation as to
rate of interest and in such principal amount as may be required, together with other available funds to pay and redeem
such Revenue Bonds, including principal, interest to the date fixed for redemption or payment and redemption premium,

if any.

THE 1975 GENERAL ORDINANCE
Ordinance of City Council Approved
May 30, 1975 - Bill No. 1871
(the "1975 General Ordinance')

Pursuant to the authorization contained in the Act; the City has enacted the 1975 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 1975
General Ordinance.

Definitions Under the 1975 General Ordinance

' Act means The First Class City Revenue Bond Act approved October 18, 1974 (Act No. 234, 53 P.S. §15901 to
15924) as from time to time amended. The words and phrases which are deﬁned in the Act shall have such defined
meaning when used in the 1975 General Ordinance.

Bondholder means the Holder of any bearer bond and the registered owner of any registered bond and the term
Holder, or Holders unless the context otherwise requires, shall be deemed to include the registered owners of any bond
or bonds as well as the Holders of bearer bonds.

»

City means thc: City of Philadelphia, Pennsylvania.

City Charges are defined to be the proportionate charges for services performed for the Gas Works by all
officers, departments, beards 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 the base payments to the City
contained in the agreement between the City and the manager of the Gas Works and all other payments made to the City

from Project Revenues.

Director of Finance means the chief financial, accounting and budget officer of the City as established by the
Philadelphia Home Rule Charter.

Fiscal Agent means the bank named as sucli in the 1975 General Ordinance.

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 established by ordinance, it shall mean the fiscal year of the City.

Gas Works means all property, real and personal, owned by the City and used in the acquisition or manufacture,
storage and distribution of natural, liquefied, synthetic or manufactured gas or in the maintenance, management or
administration thereof, and also means, as the context may require, the business entity managed by the Manager.

Manager means The Philadelphia Facilities Management Corporation currently managing the Gas Works
pursuant to an ordinance of City Council approved December 29, 1972, setting forth the Agreement between the City
and The Philadelphia Facilities Management Corporation, or its successor or such other person, corporation, board,
commission or department of the City, which may be designated by ordinance to manage the Gas Works.

Net Operating Expenses are defined to be Operating Expenses exclusive of City Charges.
1975 Ordinance Bond or Bonds means any gas works revenue bond of the City issued and outstanding pursuant
to the Act under the 1975 General Ordinance and any supplemental ordinance thereto and shall include installment

bonds, temporary bonds and interim certificates.

Operating Expenses are defined to be all costs and expenses of the Gas Works necessary and appropriate to



the manager's fee, 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 generaily acceptable municipal accounting principles consistently applled 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
Project Revenues (as such term is defined the Act) derived from the Gas Works, and all accounts, contract rights and
general intangibles representing the Project Revenues.

Rate Covenant means the rate covenant contained in subsection (b) of Section 4.03 of the 1975 General
Ordinance -

Series when applied to 1975 Ordinance Bonds means collectively all of the 1975 Ordinance Bonds of a given
issue authorized by Supplemental 1975 Ordinance as provided therein and may also mean, if appropriate, a subseries of
any series if, for any reason, the City should determine to divide any series into one or more subseries of 1975 Ordinance
Bonds.

Sinking Fund means the Gas Works Revenue Bond Sinking Fund established by Section 6.01 of the 1975
General Ordinance.

Sinking Fund Deposzrary means the bank named as such in Section 6.02 of the 1975 General Ordinance or its
successor.

Sinking Fund Reserve means the Sinking Fund Reserve established by Section 6.04 of the 1975 General
Ordinance.

Supplemental 1975 Ordinance means an ordinance supplemental to the 1975 General Ordinance enacted
pursuant to the Act and the 1975 General Ordinance by the Council of the City authorizing the issuance of a series of
1975 Ordinance Bonds.

Security

The City has pledged, pursuant to the 1975 General Ordinance, for the security and payment of all 1975
Ordinance Bonds issued under the 1975 General Ordinance and has granted a lien on and security interest in, all Project
Revenues, all accounts, contract rights and general intangibles representing the Project Revenues and all funds and
accounts established under the 1975 General Ordinance, and in each case, the proceeds of the foregoing.

Priority in Application of Project Revenues

Prior to default, the 1975 General Ordinance establishes the following priorities in the apphcatmn of Project
Revenues during each Fiscal Year, :

(a) to Net Operating Expenses;

(b) to required payments into the Sinking Fund to pay the principal of and interest on all 1975
Ordinance Bonds issued under the 1975 General Ordinance and to accumulate, or to restore any deficiency in

the Sinking Fund Reserve;

(c) to the payment of general obligation bonds, which have been adjudged to be self-liquidating
on the basis of expected revenues from the Gas Works:

(d) to the payment of interest and sinking fund charges of other general obligation debt incurred
for the Gas Works; and
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. The 1998 General Ordinance and the 2005 Note Ordinance establish a priority in application of Gas Works
Revenues that modifies the application after item Second above (see the priority in application under the summary of the
1998 General Ordinance that follows).

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 the Gas Work's operating funds during the same Fiscal Year. The 1975
General Ordinance does not require the segregation of revenues upon their collection prior to default.

Rate Covenant

The Rate Covenant requires the City, at a minimum, 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: ‘

First:  The sum of:

1

(A) . all Net Operating Expenses payable during such Fiscal Year;

(B) 150% of the amount required to pay Sinking Fund requirements for the principal of
and interest on all 1975 Ordinance Bonds issued and outstanding under the 1975 General Ordinance
which will become due and payable during suich Fiscal Year; and

(O the amount, if any, required to be paid into the Sinking Fund Reserve during such
Fiscal Year, or

Second: The sum of:
(A) all Net Operating Expenses payable during such Fiscal Year; and

(B) all Sinking Fund deposits required during such Fiscal Year in respect of all
outstanding ‘1975 Ordinance 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 covenants that: (1) it will pay or cause to be paid from the Project Revenues the principal of,
premium, if any, and interest on all 1975 Ordinance Bonds as the same shall become due and payable; (2) it will
continuously maintdin in good condition and operate the Gas Works; and (3) 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 unless, prior to or concurrently with such
payment, it shall satisfy all Sinking Fund requirements on 1975 Ordinance Bonds outstanding under the 1975 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 1975 General Ordinance and Supplemental 1975 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.

General Obligation Bonds - Junior Lien Revenue Bonds

The City reserves the right to finance Gas Works Projects by issuing general obligation bonds or revenue bonds,
under authorization other than the 1975 General Ordinance and Supplemental 1975 Ordinances, for the payment of
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each Fiscal Year of all Sinking Fund requirements of all 1975 Ordinance Bonds issued under the 1975 General
Ordinance.

Conditions of Issuing 1975 Ordinance Bonds

Prior to the issuance of any series of 1975 Ordinance Bonds, the Council of the City shall adopt an ordinance
. supplemental to the 1975 General Ordinance meeting the requirements of the 1975 General Ordinance.

Prior to the issuance of any series of 1975 Ordinance Bonds under the 1975 General Ordinance, the Director of
Finance shall, in addition to the filing requirements of Section 12 of the Act, file with the Fiscal Agent a transcript of the
proceedings authorizing the issuance of such series of 1975 Ordinance Bonds which shall include (i) a certified copy of
the 1975 General Ordinance (unless previously so filed); (ii) a certified copy of the Supplemental 1975 Ordinance; (jii)
an executed or certified copy of the report of the Director of Finance required by subsection (a) of Section & of the Act;
(iv) an executed copy of the opinion of the City Solicitor required by subsection (b) of Section 8 of the Act; and {v) an
exccuted copy of the Engineer's report required pursuant to the terms of the 1975 General Ordinance; and (vi) a
certificate of the Director of Finance that there is no default in the payment of the principal of, interest on, or premiums,
if any, payable in respect of any 1975 Ordinance Bonds, that the amounts currently on deposit in the Sinking Fund
Reserve meet the requirements of the [975 General Ordinance with respect thereto, that the report for the latest
completed Fiscal Year of the City was in compliance with the Rate Covenant as therein shown, and that the City is
currently in compliance with the Rate Covenant and all other covenants contained in the 1975 General Ordinance and all
Supplemental 1975 Ordinances; and thereupon the proper officers of the City and the Fiscal Agent shall be authorized to
execute and deliver the 1975 Ordinance Bonds so authorized, to receipt for the purchase price thereof and to execute and
deliver on behalf of the City the usual closing statements, affidavits and certificates.

Sinking Fund and Sinking Fund Reserve

A Gas Works Revenue Bond Sinking Fund is established for the benefit of all 1975 Ordinance Bonds issued
under the 1975 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 1975 Ordinance 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 1975 Ordinance Bonds due and payable on such
interest or principal payment date. The 1975 General Ordinance authorizes the appointment, in accordance with legal
proc(.durcs of one or more banks to act as Fiscal Agent and/or paying agent for all 1975 Ordinance Bonds or for any
series of 1975 Ordinance 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 to be held by the
Sinking Fund Depositary in an amount equal to the maximum amount required in any Fiscal Year to pay the debt service
on the 1975 Ordinance Bonds. The Sinking Fund Reserve shall be funded from either (i) the proceeds of each series of
1975 Ordinance Bonds in an a 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 1975
Ordinance Bonds issued and outstanding under the 1975 General Ordinance; provided, however, that the Supplemental
1975 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 1975 Ordinance 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 1975 Ordinance 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.

Transfer of Income on Sinking Fund Reserve

.The 1975 General Ordinance provides that all interest and income earned on moneys held in the Sinking Fuond
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Sinking Fund Reserve, be transferred to the operating funds of the Gas Works to be applied as Project Revenues in
accordance with the terms of the 1975 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 Yéar such balance does not exceed the amount of Sinking Fund Reserve Eamings transferred to the operating
funds during the same Fiscal Year.

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 1975 General
Ordinance or if, for any reason, moneys in the Sinking Fund shall be insufficient to pay debt service on any 1975
Ordinance Bonds, the City shall, immediately and without notice, deposit to the Sinking Fund, on a daily basis 50% of
all Project Revenues, or such greater percentage thereof as the Director of Finance shall determine, so long as the default
or deficiency shall continue. The 1975 General Ordinance provides that all remedies are enforceable only against
pledged Project Revenues and investments thercof, and that no decree or judgment against the City on action brought
under the provisions of the 1975 General Ordinance shall order, or be construed to permit, the occupation, attachment,
geizure or sale upon exccution of any other property of the City.

Amendments

The 1975 General Ordinance and any Supplemental 1975 Ordinance may be amended without the consent of
any bondholders (I) to cure ambiguities, formal defects or omissions, or (2} to grant to bondholders or any trustee
therefor additional rights, remedics, 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 to payment of
bondholders. The 1975 General Ordinance and any Supplemental 1975 Ordinance may be amended in such other
respects as may be authorized by 67% in principal amount of the Holders of 1975 Ordinance 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 may be made without the consent of the Holders of all 1975 Ordinance Bonds
outstanding and affected.

Amendménts Not Affecting Outstanding 1975 Ordinance Bonds

The 1975 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
Supplemental 1975 Ordinance, but no such amendments or further provisions, terms, covenants or agreements contained
in a Supplememal 1975 Ordinance, other than those permitted by and adopted pursuant to 8.01 of the 1975 General
Ordinance governing amendments generally, which shall be inconsistent with, or would impair a prior covenant in, the
1975 General Ordinance as at the time amended or supplemented, shall become effective until all 1975 Ordinance
Bonds, the Holders of which are entitled to the protection of, or to force compliance with, such prior provisions or
covenants, shall cease to be outstanding.

THE 1998 GENERAL ORDINANCE
Ordinance of City Council Approved
May 8, 1998 — Bill No. 980232
(the “1998 General Ordinance”)

Pursuant to the authorization contained.in the Act; the City has enacted the 1998 General Ordinance. The City
has made a pledge of, and has granted a security interest in, all Gas Works Revenues and all accounts, contract rights and
general intangibles representing Gas Works Revenues for the security and payment of all bonds issued under the 1998
General Ordinance.

Definitions Under the 1998 General Ordinance

Accreted Value means, with respect to any Capital Appreciation Bond as of any specified date, the Original
Value of such 1998 Crdinance Bond plus interest accreted on such 1998 QOrdinance Bond to such date, all as may be
provided in an applicable Supplemental 1998 Ordinance.

Act means The First Class City Revenue Bond Act approved October 18, 1972 (Act No. 234, 53 P.S. § 15901 to
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Bond Counsel means any firm of nationally recognized bond counsel acceptable to the City.
Bondholder or Holder means the registered owner of any 1998 Ordinance Bond.

Bond Register means the list of the names and addresses of Bondholders and the principal amounts and
numbets of the 1998 Ordinance Bonds held by them maintained by the Fiscal Agent on behalf of the City.

Bond Year for any Series of 1998 Ordinance Bonds means each one-year period (or shorter period from the date
of issue) that ends at the close of business on the date in the calendar year that is selected by the City as permitted under
the Code. If no day is selected by the City before the earlier of the final maturity date of the Series of 1998 Ordinance
Bonds or the date that is five (5) years after the issue date, the Bond Year with respect to such Series of 1998 Ordinance
Bonds shall end on each anniversary of the issue date and on the final maturity date.

Business Day means a day other than a Saturday, Sunday or holiday on which the Fiscal Agent is authorized or
required to be closed under applicable state or federal law.

Capital Appreciation Bonds means any 1998 Ordinance Bonds issued under the 1998 General Ordinance which
do not pay interest until maturity or until a specified date prior to maturity, but whose Original Value accretes
periodically to the amount due on the maturity date.

City means The City of Philadelphia, Pennsylvania.

City Charges means the proportionate charges, if any, 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, withoutlimitation, the expenses of the Gas Commission, and also means the base payments to the City
contained in the Management Agreement and all other payments made to the City from Gas Works Revenues.

City Controller means the head of the City’s auditing department as provided by the Philadelphia Home Rule
Charter.

City Solicitor means the head of the City’s law department as provided by the Philadelphia Home Rule Charter.

Code means the Internal Revenue Code of 1986, as amended, or any successor legislation, and the regulations
and published rulings promulgated thereunder or applicable thereto.

Credit Facility means any letter of credit, standby bond purchase agreement, line of credit, surety bond,
insurance policy or other insurance commitment or similar agreement (other than a Qualified Swap or an Exchange
Agreement) that is provided by a commercial bank, insurance company or other institution, with a current long term
rating (or whose obligations thereunder are guaranteed by a financial institution with a long term rating) from Moody’s
and S&P not lower than “A.” |

Credit Facility Issue or issuer of a Credit Facility means each issuer of a Credit Facility then in effect, and its
successors. References to the Credit Facility Issuer shall be read to mean the issuer of the Credit Facility applicable to a
particular Series of 1998 Ordinance Bonds or each issuer of a Credit Facility, as the context requires.

Debt Service Requirements means, for a specified period, the sum of (i} the principal of (whether at maturity or
pursuant to mandatory redemption) and interest (other than capitalized interest) on Outstanding 1998 Ordinance Bonds
payable during the period and (ii) all net amounts due and payable by the City under Qualified Swaps and Exchange
Agreements during the period. For purposes of estimating Debt Service Requirements for any future period, (i) any
Option Bond outstanding during such period shall be assumed to mature on the stated maturity date thereof, except that
the principal amount of any Option Bond tendered for payment and cancellation before its stated maturity date shall be
deemed to accrue on the date required for payment pursuant to such tender; (ii) Debt Service Requirements on 1998
Ordinance Bonds for which the City has entered into a Qualified Swap or an Exchange Agreement shall be calculated
assuming that the interest rate on such 1998 Ordinance Bonds shall equal the stated fixed or variable rate payable by the
City on the Qualified Swap or Exchange Agreement or, if applicable and if greater than such stated rate, the applicable
rate for any 1998 Ordinance Bonds issued in connection with the Qualified Swap or Exchange Agreement adjusted, in
the case of variable rate obligations. as provided in Section 4.03(b) of the 1998 General Ordinance: and (iii) Debt Service
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Requirements with respect to Variable Rate Bonds shall be subject to adjustments as permitted by Section 4.03(b) of the
1998 General Ordinance.

Director of Finance means the chief financial, accounting and budget officer of the City as established by the
Philadelphia Home Rule Charter, including a person acting as Director of Finance under applicable law.

Exchange Agreement means, with respect to a Series of 1998 Ordinance Bonds, or any portion thereof to the
extent from time to time permitted by applicable law, any interest exchange agreement, interest rate swap agreement,
currency swap agreement or other contract or agreement, other than a Qualified Swap, authorized, recognized and
approved by a Supplemental 1998 Ordinance as an Exchange Agreement and providing for payments to and from an
entity whose senior long term debt obligations, other senior unsecured long term obligations, or claims paying ability or
whose obligations under an Exchange Agreement are guaranteed by an entity whose senior long term debt obligations,
other senior unsecured long term obligations or claims paying ability, are rated not less than A3 by Moody’s, A- by S&P
or A- by Fitch, or the equivalent thereof by any successor thereto as of the date the Exchange Agreement is entered into,
which payments are calculated by reference to fixed or variable rates and constituting a financial accommodation

between the City and the counterparty.

Fiscal Agent means any bank, bank and trust company or trust company named as such in Section 6.02 of the
1998 General Ordinance or its successor,

Fiscal Year means the fiscal year of the Gas Works.

Fitch means Fitch IBCA, Inc., a corporation organized and existing under the laws of the State of New York, its
successors and assigns and if such corporation shall for any reason no longer perform the functions of a securities rating
agency, “Fitch” shall be-de€med to refer to any other nationally recognized securities rating agency designated by the
City. Whenever rating categories of Fitch are specified in the 1998 General Ordinance, such categories shall be

irrespective of gradations within a category.

Gas Commission means the Gas Commission provided for by the Philadelphia Home Rule Charter as presently
constituted or hereafter reconstituted in accordance with law.

Gas Works means all property, real and personal, owned by the City and used in the acquisition or manufacture,
storage and distribution of natural, liquefied, synthetic or manufactured gas or in the maintenance, management or
administration thereof and all activities ancillary and related thereto, and also means, as the context may require, the
business entity managed by the Manager.

Gas Works Revenues means all operating and nonoperating revenues of the Gas Works derived from its
activities and assets involved in the supply, manufacture, storage and distribution of gas, including all rents, rates and
charges imposed or charged by the City upon the owners or occupants of properties connected to, and upon all users of,
gas distributed by the Gas Works and all other revenues derived therefrom and all other income derived by the City from
the Gas Works. Revenues derived from activities unrelated to the supply, manufacture, storage and distribution of gas or
assets related thereto shall not be included in Gas Works Revenues, provided that the Gas Works receives fair payment
for the use of gas related assets and personnel of the Gas Works used in such activities, which payments shall be
included in Gas Works Revenues. In particular, Gas Works Revenues shall not include revenues from enterprises or
functions not related to gas activities (e.g., activities involving the supply, generation or distribution of electricity). Gas
Works Revenues shall not include those portions of the Gas Works’ rents, rates and charges which are securitized and
sold pursuant to Section 4.03(b} of the.1998 General Ordinance. Gas Works Revenues may be divided into separate
components in one or more Supplemental 1998 Ordinances and any Series of 1998 Ordinance Bonds issued thereafter
may be limited as to source of payment to one or more of such components as provided in the Supplemental 1998
Ordinance authorizing the particular Series of 1998 Ordinance Bonds.

Government Obligations means any of the following which are noncallable and which at the time of investment
are legal investments under the Act for the moneys proposed to be invested therein:

(2) direct general obligations of, or obligations the payment of principal of and interest on which
are unconditionally guaranteed as to full and timely payment by the United States of America;



b) direct obligations and fully guaranteed certificates of beneficial interest of the Export-Import
Bank of the United States; conselidated debt obligations and letter of credit-backed issues of the Federal Home
Loan Banks; participation certificates and senior debt obligations of the Federal Home Loan Mortgage
Corporation; debentures of the Federal Housing Administration; mortgage-backed securities (except stripped
mortgage securities which are valued greater than par on the portion of unpaid principal) and senior debt
obligations of the Federal National Mortgage Association; participation' certificates of the General Services
Administration; guaranteed mortgage-backed securities and guaranteed participation certificates of the
Government National Mortgage Association, guaranteed participation certificates and guaranteed pool
certificates of the Small Business Administration; debt obligations and letter of credit-backed issues of the
Student Loan Marketing Association; local authority bonds of the U.S. Department of Housing & Urban
Development; guaranteed Title XI financings of the U.S. Marltlme Adnumstratlon or

{c) obligations issued by the Reso]utlon Fundmg Corporation pursuant to the Financial
lnstltutlons Reform, Recovery and Enforcement Act of 1989 (the “FIRRE Act™), (i) the principal of which
obligations is payable when dué¢ from payments of the maturing principal -of non-interest bearing direct
obligations of the United States of America which are issued by the Secretary of the Treasury and deposited in
the Funding Corporation Principal Fund established pursuant to the FIRRE Act, and (ii} the intérest on which
obligations, to the extent not paid from other specified sources, is payable when due by the Secretary of the
Treasury pursuant to the F IRRE Act.

Independent means a person who is not.a sa]aned employee or -elected or appointed official of the City;
provided, however, that the fact that such person is retained regularly by or transacts business w1th the Clty shall not
make such person an employee within the meaning of this. deﬁnmon .

Interim Debi medns any bond anticipation notes or other temporary boxrowmg which- the 'City anticipates
permanently ﬁnancmg with 1998 Ordmance Bonds or other long term indebtedness under the 1998 General Ordinance or
otherwise. . ot

Management Agreement means the Agreement dated December 29, 1972 between the City and the Manager for
the management and operation of the Gas Works, as presently or hereafter amended, or any successor agreement which
may be entered into by the City pertaining to the management of the Gas Works.

Manager means Philadelphia Facilities Management Corporation, currently managing the Gas Works pursuant
to the Management Agreement, or its successor or such other person, corporation, board, commlssmu or department of
the City which may be designated by the City to manage the Gas Works. -

Mayor means the Mayor of the City.

Moody's means Moody’s Investors Service, Inc., a corporation organized and existing under the laws of the
State of Delaware, its successors and assigns, and if such corporation shall for any reason no longer perform the
functions of a securities rating agency, “Moody’s” shall be deemed to refer to any other nationally recognized securities
rating agency designated by the City. Whenever rating categories of Moody’s are specified in the 1998 General
Ordinance, such categories shall be irrespective of gradations.

Net Operating Expensés means Operating Expenses exclusive of City Charges,
1975 Ordinance means the General Gas Works Revenue Bond Ordinance of 1975, as amended.

1998 Ordinance Bond or Bonds means any Gas Works revenue bond or note of the City issued and outstanding
pursuant to the Act under the 1998 General Ordinance and any Supplemental 1998 Ordinance

Office of the Fiscal Agent means the corporate trust office of the Fiscal Agent designated by the Fiscal Agent.

Operating Expenses means all costs and expenses of the Gas Works necessary and appropriate to operate and
maintain the Gas Works in good operable condition during each Fiscal Year, and shall include, without limitation, the
Manager’s fee, salaries and wages, purchases of service by contract, costs of materials, supplies and expendable
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compensation requirements, provision for clairns, refunds and uncollectible receivables and for City Charges, all in
accordance with generally accepted municipal accounting principles consistently applied, but shall exclude depreciation
and interest and sinking fund charges. Operating Expenses shall not include Unrelated Expenses.

Option Bond means any 1998 Ordinance Bond which by its terms may be tendered by and at the option of the
Holder thereof for payment by the City prior to its stated maturity date or the maturity date of which may be extended by
and at the option of the Holder thereof.

.Ordinance means the 1998 General Ordinance, as from time to time amended.

Original Value, with respect to a Series of 1998 Ordinance Bonds issued as Capital Appreciation Bonds, means
the principal amount paid by the initial purchasers thercof on the date of original issuance.

" OQutstanding, when used with reference to the 1998 Ordinance Bonds, means, as of any particular date, all 1998
Ordinance Bonds which have been authenticated and delivered under the 1998 General Ordinance, except:

1998 Ordinance Bonds canceled after purchase in the open market or because of payment or redemption prior to
maturity;

1998 Ordinance Bonds for the payment or redemption of which sufficient moneys shall have been theretofore
deposited with the Fiscal Agent (whether upon or prior to the maturity or redemption date of any such 1998 Ordinance
Bonds), provided that, if such 1998 Ordinance Bonds are to be redeemed prior to the maturity thereof, notice of such
redemption shall have been given as provided in Section 5.02 of the 1998 General Ordinance or arrangements
satisfactory to the Fiscal Agent shall have been made therefor, or waiver of such notice satisfactory in form to the Fiscal
Agent shall have been filed With the Fiscal Agent; and

1998 Ordinance Bonds in lien of which or, in substitution for which others have been authenticated and
delivered under Section 3.04 of the 1998 General Ordinance.

1998 Ordinance Bonds paid with the proceeds of any Credit Facility shall be Qutstanding until the issuer of
such Credit Facility has been reimbursed for the amount of the payment or has presented the 1998 Ordinance Bonds for
cancellation.

. Philadelphia Home Rule Charter means the Philadelphia Home Rule Charter, as amended or superseded by any
new hoine rule charter, adopted pursuant to authorization of the First Class City Home Rule Act approved April 21,
1949, P.L. 665 §1 et seq. (53 P.S. §13101 et seq.).

Prior Obligations means the obligations of the Gas Works to The Philadelphia Municipal Authonty existing on
the date of adoption of the 1998 General Ordinance.

Qualified Escrow Securities means funds which are represented by (i) demand deposits, interest-bearing time
accounts, savings deposits-or certificates of deposit, but only to the extent such deposits or accounts are fully insured by
the Federal Deposit Insurance Corporation or any successor ‘United States governmental agency, or to the extent not
insured, fully secured and collateralized by Government Obligations having a market value (exclusive of accrued
interest) at all times at least equal to the principal amount of such deposits or accounts, (ii) if at the time permitted under
the Act, obligations of any state or political subdivision thereof or any agency or instrumentality of such state or political
subdivision for which cash, Government Obligations or a combination thereof have been irrevocably pledged to or
deposited in a segregated escrow account for the payment when due of principal or redemption price of and interest on
such obligations, and any such cash or Government Obligations pledged and deposited are payable as to principal or
interest in such amounts and on such dates as may be necessary without reinvestment to provide for the payment when
due of the principal or redemption price of and interest on such obligations, and such cobligations are rated by any Rating
Agency in the highest rating category assigned by such Rating Agency to obligations of the same type, or (iii)
noncallable Government Obligations. In each case such funds (i) are subject to withdrawal, mature or are payable at the
option of the Holder at or prior to the dates needed for disbursement, provided such deposits or accounts, whether
deposited by the City or by such depository, are insured or secured as public deposits with securities having at all times a
market value exclusive of accrued interest equal to the principal amount thereof, (if) are irrevocably pledged for the
payment of such obligations and (iii) are sufficient, together with the interest to the disbursement date pavable with



Qualified Swap or Swap Agreement means, with respect to a Series of 1998 Ordinance Bonds or any portion
thereof, any financial arrangement that (i) is entered into by the City with an entity that is a Qualified Swap Provider at
the time the arrangement is entered into; (ii) provides that (a) the City shall pay to such entity an amount based on the
interest accruing at a fixed rate on an amount equal to-the principal amount of the Outstanding 1998 Ordinance Bonds of
such Series or portion thereof, and that such entity shall pay to the City an amount based on the interest accruing on a
principal amount initially equal. to the same principal amount as such 1998 Ordinance Bonds, at either a variable rate of
interest or a fixed rate of interest computed according to a formula set forth in such arrangement (which need not be the
same as the actual rate of interest borne by the 1998 Ordinance Bonds) or that one shall pay to the other any. net amount
due under such arrangement or (b) the City shall pay to such entity an amount based on the interest accruing on the
principal amount of the Outstanding 1998 Ordinance Bonds of such Series or portion thereof at a variable rate of interest

. as set forth in the arrangement and that such entity shall pay to the City an amount based on interest accruing on a
principal amount equal to the same principal amount of such 1998 Ordinance Bonds at a variable rate of interest or a
fixed rate of interest computed according to a formula set forth in such arrangement (which need not be the same as the
actual rate of interest borne by the 1998 Ordinance Bonds} or that one shall pay to the other any net amount due under
such arrangement; and (iii) which has been designated in writing to the Fiscal Agent by the City as a Qualified Swap
with respect to such 1998 Ordinance Bonds.

Qua'h‘ﬁed-Swap Provider means, with reépéct to a Series of 1998 Ordinance Bonds, an entity whose senior long
term debt obligations, other senior unsecured long term obligations or claims paying ability, or whose payment
obligations under a Qualified Swap are guaranteed by an entity whose senior long term debt obligations, other senior

' _unsecured long term obligations or claims paying ability, are rated (at the time the subject Qualified Swap is entered

into} at least as high as Aa by Moody’s and AA by S&P, or the equivalent thereof by any successor thereto.

Rate Covenant n_ieans the rate covenant contained in subsection (b) of Section 4.03 of the 1998 General
Ordinance. -

_ Rating Agency means Moody’s, S&P or Fitch, to the extent that any of such rating services have issued a credit

rating on any of the Outstanding 1998 Ordinance Bonds or, upon discontinuance of any of such rating services, such
other nationally recognized rating service or services if any such rating service has issued a credit rating on any of the
Outstanding 1998 Ordinance Bonds.

Rebate Amount means the amount with respect to a Series of 1998 Ordinance Bonds, which is required to be
paid to the United States of America, as of any computation date, in compliance with the restrictions imposed by Section

148(1) of the Code.

S & P means Standard & Poor’s Ratings Services, a corporation organized and existing under the laws of the
State of New York, its successors and assigns, and if such corporation shall for any reason no longer perform the
functions of a securities rating agency, “S&P” shall be deemed to refer to any other nationally recognized securities
rating agency designated by the City. Whenever rating categories of S&P are specified in the 1998 General Ordinance,

such categories shall be irrespective of gradations within a category.

Senior 1998 Ordinance Bonds means 1998 Ordinance Bonds which shall be first in right of payment and as to
which the coverage requirement under the Rate Covenant shall be 150%.

Series, when applied to 1998 Ordinance Bonds, means collectively all of the 1998 Ordinance Bonds of a given
issue authorized by Supplemental 1998 Ordinance as provided in Article IV of the 1998 Generat Ordinance and may also
mean, if appropriate, a subseries of any such issue if, for any reason, the City should determine to divide any such issue

_into one or more subseries of 1998 Ordinance Bonds.

Sinking Fund means the 1998 Ordinance Gas Works Revenue Bond Sinking Fund established by Section 6.01
of the 1998 General Ordinance. .

Sinking Fund Depositary means the Fiscal Agent or any other bank, bank and trust company or trust company
appointed as such by the City.

Sinking Fund Reserve means the Sinking Fund Reserve established by Section 6.04 of the 1998 General
Ordinance.



Sinking Fund Reserve Reguirement means, with respect to all 1998 Ordinance Bonds secured by the Sinking
Fund Reserve, an amount equal to the greatest amount of Debt Service Requirements payable in any Fiscal Year (except
that such Debt Service Requirements will be computed as if any Qualified Swap did not exist and the Debt Service
Requirements attributable to any Variable Rate Bonds may be based upon the fixed rate of interest as set forth in the
Supptemental 1998 Ordinance for such 1998 Ordinance Bonds), determined as of any particular date.

Subordinate 1998 Ordinance Bonds means those 1998 Ordinance Bonds which shall be subordinate in right of
payment to Sernior 1998 Ordinance Bonds and as to which the coverage requirement under the Rate Covenant shall be

100%.

Supplemental 1998 Ordinance means an ordinance supplemental to the 1998 General Ordinance enacted
pursuant to the Act and the 1998 General Ordinance by the Council of the City authorizing the issuance of a Series of
1998 Ordinance Bonds.

Uncertificated Bond means any 1998 Ordinance Bond which is fully registered as to principal and interest and
which is not represented by an instrument.

Unrelated Expenses means expenses unrelated to the supply, manufacture, storage and distribution of gas or
assets related thereto. -

Variable Rate Bond means any 1998 Ordinance Bond, the rate of interest on which is subject to change prior to
maturity and cannot be determined in advance of such change.

Concerning the 1998 Ordinance Bonds

1998 Ordinance Bonds may be issued in one or more series as the City may from time to time determine by
supplemental ordinance (each a “Supplemental 1998 Ordinance”). The 1998 General Ordinance provides for the method
of setting the details and terms of the 1998 Crdinance Bonds authorized by such Supplemental 1998 Ordinance. The
1998 General Ordinance sets forth the general form and content of 1998 Ordinance Bonds, the manner of making
payment of principal, interest and premium, the requirements governing such payments, the rules regarding registration,
transfer and exchange of 1998 Ordinance Bonds, and general provisions governing redemption and the effect thereof.
The 1998 General Ordinance authorizes the issuance of definitive and temporary 1998 Ordinance Bonds, provides for
the execution of the 1998 Ordinance Bonds and provides for the issuance of 1998 Ordinance Bonds to replace mutilated,
destroyed, lost or stolen 1998 Ordinance Bonds. The 1998 General Ordinance authorizes the issuance of 1998

Ordinance Bonds in book-entry form.

Purpeses For Which 1998 Ordinance Bonds May Be Issued, Conditions of Issuance, Engineering Report

1998 Ordinance 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, (4) refund any bonds of the City issued for the foregoing
purposes under the Act, (5) refund any general obligation bonds of the City issued for the foregoing purposes, or (6)
finance anything else relating to the Gas Works permitted under the Act.

The City covenants that so long as any 1998 Ordinance Bonds shall remain outstanding, no 1998 Ordinance
* Bonds will be issued under the 1998 General Ordinance or any ordinance supplemental thereto unless the financial report
of the City’s chief fiscal officer, required by the Act, is filed with the City Council in connection with such issuance.
Such report may be given in reliance on 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 mvestigatlon the engineering report must contain the same matters, statements and
opinions as are required to be contained in the report of the chief fiscal officer to the City Council supported by
appropriate schedules and summaries, namely: (1) a brief description of the project or projects for which the 1998
Ordinance Bonds are to be issued; (2) a statement identifying, the sources from which the pledged revenues are to be



project or projects from which the pledged project revenues are to be derived, the project or projects will, in the opinion
of the engineers, yield pledged project revenues over the amortization period of such 1998 Ordinance Bonds sufficient to
meet the payment or deposit requirements of operating expenses, reserve requirements, debt service of all 1998
Ordinance Bonds outstanding for which project revenues are pledged, any State taxes assumed by the City to be paid on
such 1998 Ordinance Bonds and surplus requirements fixed by the 1998 General Ordinance or the Supplemental 1998
Ordinance authorizing the issuance of any Series of 1998 Ordinance Bonds, and (4) that the project revenues upon which
the preceding statements are based comply with the definition of “Project Revenues” contained in the Act. The 1998
Geeneral Ordinance also requires that the engineering report state that the Gas Works rents, rates and charges on the basis
of which the foregoing statements are made 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 1998 Ordinance Bonds, a transcript of the proceedings authorizing the issuance of
the 1998 Ordinance Bonds, including the engineering report, if any, shall be filed with the Fiscal Agent.

Security

The City pledges, pursuant to the 1998 General Ordinance, for the security and payment of all 1998 Ordinance
Bonds issued under the 1998 General Ordinance and thereby grants a lien on and security interest in, all Gas Works
Revenues, all accounts, contract rights and general intangibles representing the Gas Works Revenues and all funds and
accounts established under the 1998 General Ordinance, and in each case, the proceeds of the foregoing, except as
litnited for a Series of 1998 Ordinance Bonds in the Supplemental 1998 Ordinance authorizing the issuance of such
Series of 1998 Ordinance Bonds; provided, however, that the pledge of the 1998 General Ordinance may also be for the
benefit of the provider of a Credit Facility, Qualified Swap or Exchange Agreement, or any other person who undertakes
to provide moneys for the account of the City for the payment of principal or redemption price, of and interest on any
Series of 1998 Ordinance Bqnds on an equal and ratable basis with the related Series of 1998 Ordinance Bonds, to the
extent provided by any Supplemental 1998 Ordinance.

Subordinate 1998 Ordinance Bonds shall be subordinate to Senior 1998 Ordinance Bonds in right of payment of
principal, premium, if any, and interest. Senior 1998 Ordinance Bonds and Subordinate 1998 Ordinance Bonds shall not
have any preference, priority or distinction as to lien or otherwise, except as otherwise provided in the 1998 General
Ordinance or in a Supplemental 1998 Ordinance, over any other Senior 1998 Ordinance Bonds or Subordinate 1998
Ordinance Bonds, respectively.

Priority in Application of Gas Works Revenues

The 1998 General Ordinance provides that all Gas Works Revenues as and when collected in each Fiscal Year
shall be applied in order of priority, to the extent then payable,

First:  to Net Operating Expenses then payable:

Second: to debt service on bonds issued under the 1975 Ordinance and amounts required to be paid into the
sinking fund reserve under the 1975 Ordinance;

Third: to debt service on Senior 1998 Ordinance Bonds, payments (other than termination payments) due to
the issuers of Qualified Swaps and Exchange Agreements related to Senior 1998 Ordinance Bonds and payments due in
respect of obligations of the Gas Works to The Philadelphia Municipal Authority existing on the date of adoption of the
1998 General Ordinance;

Fourth payments due to issuers of Credit Facilities related to Senior 1998 Ordinance Bonds;

Fifth: to debt service on Subordinate 1998 Ordinance Bonds and payments due in respect of
obligations of the Gas Works on a parity with Subordinate 1998 Ordinrance Bonds (including notes issued under the
City’s General Inventory and Receivables Gas Works Revenue Note Ordinance of 1993, or any similar ordinance, and
amounts payable to the provider of a Credit Facility in respect of such notes) and payments (other than termination
payments) due to the issuers of Qualified Swaps and Exchange Agreements related to Subordinate 1998 Ordinance

Bonds;

Sixth: to payments due to issuers of Credit Facilities related to Subordinate 1998 Ordinance Bonds:

r



Seventh: to required payments of the Rebate Amount to the United States;

Eighth: to replenishment of any deficiency in the Sinking Fund Reserve;

Ninth: to payment of general obligation bondg of the City adjudged to be self-liquidating from Gas
Works Revenues,

Tenth: to debt service on other general obligation bonds issued for the Gas Works; and

Eleventh: to the payment of City charges and any other proper purpose of the Gas Works (including any

termination payments to issuers of Qualified Swaps and Exchange Agreements) except Unrelated Expenses,

The 1998 General Ordinance does not require the segregation of revenues upon their collection.

Rate Covenant

The Rate Covenant requires the City, at a minimum, to impose, charge and collect in each Fiscal Year such gas
rates and charges as shall, together with all other Gas Works Revenues to be received in such Fiscal Year, equal not less

than the greater of
(i) all Net Operating Expenses payable during such Fiscal Year;

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

(iii) 150% of the amount required to pay all Sinking Fund deposits required during such
Fiscal Year in respect of all Outstanding Senior 1998 Ordinance Bonds and 100% of the amounts
payable in respect of the Prior Obligations during such Fiscal Year;

(iv) the amount required to pay Sinking Fund deposits required during such Fiscal Year
in respect of all Outstanding Subordinate 1998 Ordinance Bonds and other obligations of the Gas
Works on a parity with Subordinate 1998 Ordinance Bonds payable during such Fiscal Year;

(v} the amount, if any, required to be paid into the Sinking Fund Reserve during such
Fiscal Year;

(vi) the Rebate Amount required to be paid to the United States during such Fiscal Year;
and 2

(vii) the amounts required to be paid to the issuers of Credit Facilities and the providers of
Qualified Swaps and Exchange Agreements during such Fiscal Year; or

(B) The sum of:
() all Net Operating Expenses payable during such Fiscal Year;

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

(iii) all Sinking Fund deposits required during such Fiscal Year in respect of all
Outstanding 1998 Ordinance Bonds and all amounts payable in respect of obligations of the Gas
Works which are on a parity with any of the 1998 Ordinance Bonds and in respect of 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;



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

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

For purposes of estimating Sinking Fund deposits with respect to Interim Debt and Variable Rate Bonds, the
.City shail be entitled to assume that (1) Interim Debt will be amortized over a period of up to he maximum term
permitted by the Act, but not in excess of the useful life of the assets to be financed, on an approximately level debt
service basis and bear interest at the average interest rate on bonds of a similar maturity and credit rating (without any
credit enhancement) as the 1998 Ordinance Bonds Outstanding under the 1998 General Ordinance and (2) Variable Rate
Bonds will bear interest at a rate equal to the average interest rate on such Variable Rate Bonds during the period of
twenty-four (24) consecutive calendar months immediately preceding the date of calculation or during such shorter
period that such Variable Rate Bonds have been Qutstanding. A

The Gas Commission is authorized and directed, without further authorization, to impose and charge and to
collect, or cause to be collected, rents, rates and charges which shall be sufficient in each Fiscal Year to comply with the
forcgoing Rate Covenant. .

Notwithstanding the requirements of Section 4.03(b) of the 1998 General Ordinance and the pledge under
Section 4.02 thereof, the City may, at such time as there are no bonds outstanding under the 1975 Ordinance, pursuant to
a Supplemental 1998 Ordinance, securitize and sell that portion of the Gas Works rents, rates and charges which relate to
assets which are designated as non-performing by the Gas Commission and as to which the Gas Commission has
designated specific rents, rates or charges; provided that prior to any such securitization and sale the City delivers to the
Fiscal Agent (1) an Enginger’s report including a statement that, for the three year period following such securitization
and sale, the Gas Works rents, rates and charges (exciuding those securitized and sold) are currently and will be
sufficient to comply with the Rate Covenant set forth in Section 4.03(b) of the 1998 General Ordinance applied as if the
percentage in subsection A(iii) thereof were 175% rather than 150% and (2) an opinion of Bond Counsel that such
securitization and sale will not adversely affect the exclusion from gross income for Federal income tax purposes of
interest on any Outstanding 1998 Ordinance Bonds the interest on which is intended to be so excluded. Proceeds
received from any such securitization and sale shall be excluded from Gas Works Revenues in all calculations relating to
the Rate Covenant and, notwithstanding any provision of the 1998 General Ordinance to the contrary, may be used to
redeem or refund obligations issued to finance the related assets designated as non-performing,

Additional Covenants

The City further covenants that (1) it will pay or cause the Fiscal Agent or any paying agent appointed by the
City to pay from the Gas Works Revenues deposited in the Sinking Fund the principal of, and premium, if any, and
interest on, all 1998 Ordinance Bonds as the same shall become due and payable; (2) it will continuously maintain in
good condition and continuously operate the Gas Works; and (3) it will not in any Fiscal Year pay from the Gas Works
Revenues any City Charges or deposit from the Gas Works Revenues in the general sinking fund of the City any sinking
fund charges in respect of general obligation bonds of the City unless prior thereto or concurrently therewith all sinking
fund charges then payable in respect of Qutstanding 1998 Ordinance Bonds shall have been deposited in the Sinking
Fund, all amounts then payable in respect of obligations of the Gas Works which are on a parity with 1998 Ordinance
Bonds shall have been paid, all amounts then payable to issuers of Credit Facilities and providers of Qualified Swaps and
Exchange Agreements shall have been paid and all deposits then required to the Sinking Fund Reserve shall have been

made.

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 of the
1998 General Ordinance and all Supplemental 1998 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.



General Obligation Bonds - Junior Lien Revenue Bonds

The City reserves the right to finance improvements to the Gas Works by issuing (1) its general obligation
bonds or (2) under authorization other than the 1998 General Ordinance and Supplemental 1998 Ordinances, obllgatmns
for the payment of which Gas Works Revenues may be pledged subject and subordinate in each Fiscal Year to the prior
payment from such revenues of all principal, premium, interest and sinking fund requirements payable during such Fiscal
Year under the 1998 General Ordinance.

Conditions of Issuing 1998 Ordinance Bonds

_ Prior to the issuance of any Series of 1998 Ordinance Bonds, the Council of the City shall adopt an ordinance
supplemental to the 1998 General Ordinance meeting the requirements of the 1998 General Ordinance.

Prior to the issuance of any Series of 1998 Ordinance Bonds under the 1998 General Ordinance, the Director of
Finance shall, in addition to the filing requirements of Section 12 of the Act, file with the Fiscal Agent a transcript of the
proceedings authorizing the issuance of such Series of 1998 Ordinance Bonds which shall include (i) a certified copy of
the 1998 General Ordinance (unless previously so filed); (ii) a certified copy of the Supplemental 1998 Ordinance; (iii)
an executed or certified copy of the' report of the Director of Finance required by subsection {a) of Section 8 of the Act;
(Iv) an executed copy of the opinion'of the City Solicitor required by subsection (b) of Section 8 of the Act; and (v) an
opinion of Bond Counsel to the effect that (1) .the Series of 1998 Ordinance Bonds has been duly issued for a permitted
purpose under the Act and urider the 1998 General Ordinance, (2) all conditions precedent to the issuance of the Series of
1998 Ordinance Bonds pursuant to the Act and the 1998 General Ordinance have been satisfied, (3) the Series of 1998
Ordinance Bonds has been duly authorized, executed and delivered-and constitutes the legal, valid and binding obligation
of the City and (4) if the interest on the Series of 1998 Ordinance Bonds is intended to be excluded from gross income
for Federal income tax purposes, interest on the Series of 1998 Ordinance Bonds will be so excluded; and thereupon the
proper officers of the Gity'and the Fiscal Agent shall be authorized to execute and deliver the 1998 Ordinance Bonds so
authorized, to receipt for the purchase price thereof and to execute and deliver on behalf of the City the usual closing
statements, affidavits and certificates.

¢

Sinking Fund and Sinking Fund Reserve

The Sinking Fund is established for the benefit and security of the Holders of all 1998 Ordinance Bonds issued
under the 1998 General Ordinance. The Sinking Fund shall be held in an account or accounts separate and apart from all
other accounts of the City. The City covenants to deposit in the Sinking Fund from Gas Works Revenues in each Fiscal
Year such amounts as will, together with interest and profits on investments held therein, be sufficient to accumulate
therein (exclusive of amounts in the Sinking Fund Reserve), on or before each interest and principal payment date of the
1998 Ordinance Bonds, the amounts required to pay the principal of and interest on the 1998 Ordinance Bonds then
becoming due and payable. The 1998 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 1998 Ordinance Bonds or for any
series of 1998 Ordinance Bonds issued thereundér 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 rcqmred to be secured; and invested and reinvested under management of
the Director of Finance.

The Sinking Fund Depositary shall, on direction of the Director of Finance, or if for any reason s’/he should fail
to give such direction, on the direction of the Fiscal Agent, liquidate investments, if necessary, and pay over from the
Sinking Fund in cash to the Fiscal Agent not later than the due date thereof the full amount of the pnncnpal interest on, -
and premium, if any, payable upon redemption of the 1998 Ordinance Bonds. Any excess moneys in the Sinking Fund,
including any excess amount in the Sinking Fund Reserve, shall be transferred to the operating accounts of the Gas
Works.

The Sinking Fund Reserve is established as a separate account in the Sinking Fund and is to be held by the
Sinking Fund Depositary. Unless otherwise provided. in the applicable Supplemental 1998 Ordinance, the City shall,
under direction of the Director of Finance, deposit in the Sinking Fund Reserve from the proceeds of sale of eachi Series
of 1998 Ordinance Bonds issued thereunder and/or Gas Works Revenues an amount which, together with other amounts
in the Sinking Fund Reserve, will cause the amount in the Smkmg Fund Reserve to equal the Sinking Fund Reserve
Requirement. The money and investments (valued at market) in the Sinking Fund Reserve and amounts which can be

drawn under Credit Facilities held for the Sinking Fund Reserve shall be held and maintained in an amount equal to the
Cinlime Tiand Danamra D ammicnm ne. -



In lieu of a deposit to the Sinking Fund Reserve or in substitution for amounts in the Sinking Fund Reserve, the
City may provide one or more letters of credit or other Credit Facilities in the same aggregate amount issued by a
provider or providers whose credit facilities are such that bonds secured by such credit facilities are rated in one of the
three highest rating categories by Moody’s or-S&P, provided that (1) in the case of a substitution for moneys in the
Sinking Fund Reserve, an opinion of Bond Counsel is delivered to the Fiscal Agent that such substitution will not
adversely affect the exclusion from gross income for Federal income tax purposes of interest on the 1998 Ordinance
Bonds the interest on which is intended to be so excluded, (2) each such Credit Facility permits the Fiscal Agent to make
a draw thereon up to the principal amount thereof if the Sinking Fund Reserve is needed to cover a shortfall in the
Sinking Fund and other moneys in thé Sinking Fund Reserve are insufficient and (3) each such Credit Facility provides
that a draw will be made thereon to replenish the Sinking Fund Reserve on the expiration thereof unless the City has
otherwise made such deposit to the Sinking Fund Reserve or has obtained another Credit Fac111ty meeting the above
requirements. i

If at any time and for any reason, the moneys in the Smkmg Fund, other than in the Sinking Fund Reserve,
shall be insufficient to pay as and when due, the principal of, and premium, if any, and interest on, any 1998 Ordinance
"Bond or Bonds secured by the Sinking Fund Reserve, the Sinking Fund Depositary is authorized pursuant to the 1998
General Ordinance and directed to withdraw-from the Sinking Fund Reserve and to, draw on Credit Facilities held for the
Sinking Fund Reserve and pay over to the Fiscal Agent the amount of such deficiency. If by reason of such withdrawal
(including draws on any Credit Facilities held to satisfy the Smkmg Fund Reserve Requirement) or for any other reason
there shall be a deficiency in the Sinking Fund Reserve, the City covenants pursuant to the 1998 General Ordinance to
restore such deficiency (either by a deposit-of funds or the reinstatement of the cash limits of Credit Facilities) within
twelve months. The- Sinking Fund Reserve shall be valued by the Sinking Fund Depositary promptly after.any
-withdrawal from the Sinking Fund Reserve or any other event indicating-a possible deﬂcnency in the Smk_mg Fund
Reserve and on August 3] of each Fiscal Year. _

The Sinking Fund shall be a consolidated fund for the equal and propoitionate beneﬁt of the Holders of all 1998
Ordinance Bonds from time to time Outstanding under the 1998 General Ordinance and may be invested and reinvested
on a consolidated basis. " The principal of and interest on and profits (and losses. if amy) realized on investments in the
Sinking Fund shall be allocated pro rata for the Series of 1998 Ordinance Bonds or the specific 1998 Ordinance Bonds in
respect of which such investments were made without distinction or priority, but moneys (and the:investments thereof)
specifically deposited for the payment of any particular instaliment of principal, interest (including capitalized interest)
or premium in respect of particular 1998 Ordinance Bonds shall be held and applied exclusively to the payment of such
particular principal, interest or premium.

Remedies; Limftations on Liabilities of City

If the City shall fail or neglect to pay or to cause to be paid the principal of, or the redemption premium, if any,
or the interest on, any 1998 Ordinance Bond, whether at stated maturity or upon call for prior redemption, or if the City,
after written notice to it, shall fail or neglect to make any payment owed by it to the provider of a Credit Facility, a
Qualified Swap or an Exchange Agreement provided with respect to the 1998 Ordinance Bonds and such provider gives
the Fiscal Agent written notice of such failure or neglect, or if the City shall fail to comply with any provision of the
1998 Ordinance Bonds or with any covenant of the City contained in the 1998 General Ordinance or an applicable
Supplemental 1998 Ordinance, then, under and subject to the terms and conditions stated in the Act, the Holder or
Holders of any 1998 Ordinance Bond or Bonds shall be entitled to all of the rights and remedies provided in the Act,
including the appointment of a trustee; provided, however, that the remedy provided in Section 20(b)(4) of the Act may
be exercised only upon the failure of the City to pay, when due, principal and redemption price of (including principal
due as a result of a scheduled mandatory redemption) and interest on a Series of 1998 Ordinance Bonds upon the
occurrence of an event of default specified above, the Fiscal Agent shall, within thirty (30) days, give written notice
thercof by first class mail to all Bondholders.

Any decree or judgment for the payment of money against the City by reason of default under the 1998 General
Ordinance shall be enfotceable only against the Gas Works Revenues, amounts in the Sinking Fund Reserve and other
amounts which may be specifically pledged therefor and investments thereof and no decree or judgment against the City
upon an action brought under the 1998 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 1998 General Ordinance and any Supplemental 1998 Ordinance may be further supplemented, modified or
amended: (a) to cure any ambiguity, formal defect or omission therein; (b) to make such provisions in regard to matters
or questions arising thereunder which shall not be inconsistent with the provisions thereof and which shall not adversely
affect the interests of Bondholders {(c) to grant to or confer upon Bondholders or a trustee, if any, for the benefit of
Bondholders any additional rights, remedies, powers, authority or security that may be lawfuily granted or conferred; (d)
to incorporate modifications requested by any Rating Agency to obtain or maintain a credit rating on any Series of 1998
Ordinance Bonds; (¢) to comply with any mandatory provision of state or federal law or with any pérmissive provision
of such law or regulation which does not substantially impair the security or right to payment of the 1998 Ordinance
Bonds, but no amendment or modification shall be made with respect to any Outstanding 1998 Ordinance Bonds to alter
the amount, rate or time of payment, respectively, of the principal thereof or the interest thereon or to alter the
redemption provisions thereof without the written consent of the Holders of all affected Outstanding 1998 Ordinance
Bonds; and (f) except as aforesaid, in such other respect as may be authorized in writing by the Holders of a majority in
principal amoint {using Accreted Value in the case of Capital Appreciation Bonds) of the 1998 Ordinance Bonds
Qutstanding and affected. The written authorization of Bondholders of any supplement to or modification or amendment
of the 1998 General Ordinance or any Supplemental 1998 Ordinance need not approve the particular form of any
proposed supplement, modification or amendment but only the substance thereof.

Closure of the 1975 Ordinance

After the adoption of the 1998 General Ordinance, the City shall not issue any bonds under the 1975 Ordinance
except to refund bonds issued under the 1975 Ordinance or to replace bonds issued thereunder which have been
mutilated, destroyed, lost or stolen as provided therein or in substitution for bonds issued thereunder upon transfer or
exchange as provided therein.

. Any refunding bonds issued under the 1975 Ordinance shall include in the title of such bonds a designation
indicating that such bonds relate to the 1975 Ordinance in order to distinguish such bonds from 1998 Ordinance Bonds
issued under the 1998 General Ordinance.

Deposnt of Funds for Payment of 1998 Ordinance Bonds

When interest on, and principal or redemption price (as the case may be) of, all 1998 Ordinance Bonds issued
under the 1998 General Ordinance, and all amounts owed under any Credit Facility, Qualified Swap and Exchange
Agreement entered into under the 1998 General Ordinance (other than termination payments), have been paid, or there
shall have been deposited with the Fiscal Agent an amount, evidenced by moneys or Qualified Escrow Securities the
principal of and interest on which, when due, will provide sufficient moneys to fully pay the 1998 Ordinance Bonds at
the maturity date or date fixed for redemption thereof, and all amounts owed under any Credit Facility, Qualified Swap
and Exchange Agreement entered into under the 1998 General Ordinance (other than termination payments), the pledge
and grant of security interest in the Gas Works -Revenues made under the 1998 General Ordinance shall cease and
terminate, and the Fiscal Agent and any other depository of funds and accounts established under the 1998 General
Ordinance shall turn over to the City or to such person, body or authority as may be entitled to receive the same all
balances remaining in any funds and accounts established thereunder.

If-the City deposits with the Fiscal Agent moneys or Qualified Escrow Securities sufficient to pay the principal

or redemption price of any particular 1998 Ordinance Bond or Bonds becoming due, either at maturity or by call for

. redemption or otherwise, together with all interest accruing thereon to the due date, interest on such 1998 Ordinance

Bond or Bonds shall cease to accrue on the due date and all liability of the City with respect to such 1998 Ordinance

Bond or Bonds shall likewise cease, except as provided in the following paragraph. From and after such deposit, such

1998 Ordinance Bond or Bonds shall be deemed not to be Outstanding under the 1998 General Ordinance and the Holder

or Holders thereof shall have recourse solely and exclusively to the funds so deposited for any claims of whatsoever

nature with respect to such 1998 Ordinance Bond or Bonds, and the Fiscal Agent shall hold such funds in trust for the
Holder or Holders of such 1998 Ordinance Bond or Bonds.

Moneys deposited with the Fiscal Agent pursuant to the preceding paragraphs which remain unclaimed two (2)
years after the date payment thereof becomes due shall, upon written request of the City, if the City is not at the time to
the knowledge of the Fiscal Agent (the Fiscal Agent having no responsibility to independently investigate) in default
with respect to.any covenant in the 1998 General Ordinance or the 1998 Ordinance Bonds, be paid to the City, and the
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City, publish in a newspaper of general circulation published in the City, a notice that said moneys remain unclaimed and
that, after a date named in said notice, which date shall not be less than thirty (30) days after the date of publication of
such notice, the balance of such moneys then unclaimed will be paid to the City.

THE SEVENTH SUPPLEMENTAL ORDINANCE
Ordinance of City Council
Approved December 22, 2005,
Bill No. 051137
(the “Seventh Supplemental Ordinance”)

The Seventh Supplemental Ordinance authorizes the Mayor, the City Controller and the City Solicitor (the
“Bond Committee™), or a majority of them, on behalf of the City, to borrow, by the issuance and sale of Gas Works
Revenue Bonds, Sixth Series (1998 General Ordinance).of the City (the “Sixth Series Bonds™), which may be issued in
two or more subseries, designated “Sixth Series Bonds” and consecutively thereafter by letter designation and in one or
more subseries within each such subseries, and with such relative priorities as the Bond Committee may deem desirable,
pursuant to the Act and thé 1998 General Ordinance, a sum or sums which in the aggregate shall not exceed the principal
amount of Sixth Series Bonds authorized to be issued under the Seventh Supplemental Ordinance. The Sixth Series
Bonds shall be sold at public or private sale and shall contain such terms and provisions as are determined by a majority
of the Bond Comnmittee to be in the best interests of the City and are not inconsistent with the prov1510ns of the Seventh
Supplemental Ordinance, of the Act or of the 1998 General Ordinance or any applicable-law.

Ifa ma_]onty of the Bond Comm1ttee determines it to be in the best interests.of the City, the Sixth Series Bonds
" may be issued in book-entry form; and in such event a majority of the Bond Committee shall also select a securities
depository (the “Depository”) for the Sixth Series Bonds. If a majority of the Bond Committee determines it to be in the
best interests of the City, the €ity may obtain Credit Facilities in the form of credit enhancement and hquxdlty forallora
. portion of the Sixth Serics Bonds. If a majority of the Bond Committee determines that the entry by the City into one or
more Qualified Swap Agreements will assist the City in more effectively managing its interest costs or interest rate
exposure, the City may enter into one or more Qualified Swap Agreements with respect to the Sixth Series Bonds and
designate in writing to the Fiscal Agent that such Qualified Swap Agreements constitute Qualified Swaps, in accordance
with the requirements of the 1998 General Ordinance and the Seventh Supplemental Ordinance. The Sixth Series Bonds
shall mature or be subject to mandatory redemption in such principal amounts and on such date or dates and at such rate
or rates (including, without limitation, variable, adjustable or convertible rates), as shall be determined by a majority of
the Bond Committee. A majority of the Bond Committee is authorized to take any and all other actions as may be
necessary or appropriate in connection with the consummation of the transactions contemplated herein.

The Sixth Series Bonds are authorized to be issued under the Seventh Supplemental Ordinance in an aggregate
principal amount up to $385,000,000 to pay the cost of refunding or redeeming certain outstanding Gas Works Revenue
Bonds and related Project Costs; provided that, if any of the Sixth Series Bonds are to be sold at discounts which are in
lieu of periodic interest, the aggregate principal amount of Sixth Series Bonds which may be issued under Seventh
Supplemental Ordinance shall be increased to reflect such discounts, as long as the aggregate gross proceeds to the City
from the sale of the Sixth Series Bonds shall not exceed $385,000,000 plus, accrued interest, if any.

The Seventh Supplemental Ordinance provides that the Sixth Series Bonds shall not pledge the City's credit or
taxing power, create any debt, or charge against the tax or general revenues of the City or create any lien against any
property of the City other than the revenues pledged by the 1998 General Ordinance.

The Seventh Supplemental Ordinance states that the Sixth Series Bonds shall be issued for the purpose of
providing funds for any or all of the following purposes: (i) the refunding or redeeming of all or any portion of any or all
- of the outstanding City of Philadelphia, Pennsylvania Gas Works Revenue Bonds (1998 General Ordinance), of one or
more of the following Series: First Series B, Second Series A, Third Series, Fourth Series and Fifth Series, upon such
terms and in such amounts as shall be determined by the Director of Finance (the “Prior Bonds™); (ii} paying the costs of
issuing the Sixth Series Bonds and any required deposits to the Sinking Fund Reserve; and (iii) 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 2mounts advanced for Project Costs.

The City covenants that the proceeds of the Sixth Series Bonds which remain available for the payment of the
costs of refunding of the Prior Bonds, after payment of the financing costs, and the required payment into the Sinking



Fund Reserve, shall be deposited, held in and disbursed from a special account of the Sinking Fund or the escrow fund to
be established pursuant to the Escrow Agreement (defined below).

The City authorizes the redemption of the Prior Bonds in accordance with the terms of the 1998 General
Ordinance and further authorizes the Bond Committee or the Director of Finance to enter into an Escrow Deposit
Agreement (the “Escrow Agreement”) providing, among other things, for the deposit and investment of all or a portion
of the Sixth Series Bond proceeds and any other available funds of the City in amounts sufficient, together with interest
thereon, if any, to defease the lien of such Prior Bonds and providing for payment of the Prior Bonds at maturity or
redemption, as applicable, including all interest payable on such Prior Bonds to such maturity or redemption dates, as
applicable. All interest and income earned on the investment of such proceeds (except for amounts to be rebated to the
United States), which is not required for the refunding or redemption of the Prior Bonds, pending expenditure for the
aforesaid purposes may be transferred to and deposited in the operating funds of the Gas Works and applied as Gas
Works Revenues in accordance with the 1998 General Ordinance.

Based on the report of the Director of Finance of the City required by the Act, the Seventh Supplemental
Ordipance determined that the pledged Gas Works Revenues (as defined in the 1998 General Ordinance) will be
sufficient to comply with the rate covenant contained in the 1998 General Ordinance and also-to pay all costs, expenses
and payments required to be paid therefrom in their order and priority stated in the 1998 General Ordinance.

The City covenants in the Seventh Supplemental Ordinance that, as long as any of the Sixth Series Bonds shall
remain outstanding, all pledged Gas Works Revenues shall be depoesited and held in and disbursed from one or more
unsegregated accounts of the Gas Works which shall be separate from and not commingled with the consolidated cash
account of the City or any other account of the City not held exclusively for Gas Works purposes. Such pledged Gas
Works Revenues shall be held for the security and payment of the Sixth Series Bonds and all Bonds issued under the
1998 General Ordinance to the extent, and to be applied in the order of priority, set forth in the 1998 General Ordinance.
This covenant shall not be construed to require the establishment of any Gas Works account segregated from any other
Gas Works accounts except as provided in the Seventh Supplemental Ordinance or as otherwise required by the 1998

General Ordinance.

The City covenants that as long as any Sixth Series Bonds shall remain unpaid, it shall make payments or cause
payments to be made out of its 1998 Gas Works Revenue Bond Sinking Fund created under the 1998 General Ordinance
at such times and in such amounts as shall be sufficient for the payment of the interest thereon and the principal thereof
when due; provided, however, that whenever the City shall be required to deposit moneys with the Fiscal Agent for the
mandatory redemption of any of the Sixth Series Bonds, such obligation may be satisfied, in whole or in part, by the
delivery by the City to the Fiscal Agent of a principal amount of Sixth Series Bonds of the maturity required to be
redeemed for cancellation prior to the date specified for such redemption.

The Seventh Supplemental Ordinance authorizes the Director of Finance to make such clections under the
Internal Revenue Code of 1986, as amended (the *Code™), and Treasury Regulations promulgated thereunder with
respect to the Sixth Series Bonds and to take such actions on behalf of the City with respect to the investment of the
proceeds of the Sixth Series Bonds as is deemed advisable, and the Director of Finance or any member of the Bond
Committee is authorized to make such covenants as may be necessary or advisable in order that the Sixth Series Bonds
shall not be “arbitrage bonds™ as defined in the Code. :

Subject to the determination- by a majority of the Bond Committee and as required by the 1998 General
Ordinance, the Director of Finance is authorized to enter into one or more interest rate swap transactions consisting of a
Master Agreement, Schedule and one or more Confirmations (“Sixth Series Swap”), collectively constituting a Qualified
Swap Apgreement, as such term is defined in the 1998 General Ordinance, with respect to the Sixth Series Bonds, as
authorized and permitted pursuant to the 1998 General Ordinance. The Sixth Series Swap will be in a notional amount
not to exceed the outstanding aggregate principal amount of the Sixth Series Bonds, amortizing in accordance with the
principal amortization schedule of the Sixth Series Bonds. The Sixth Series Swap will be entered into with a Qualified
Swap Provider, as such term is defined in the 1998 General Ordinance.

In accordance with and as permitted by the 1998 General Ordinance, the pledge and grant of a lien on and
security interest in, all Gas Works Revenues, all accounts, contract rights and general intangibles representing the Gas
Works Revenues and all funds and accounts established under the 1998 General Ordinance (except for the Sinking Fund
and the Sinking Fund Reserve), and in each case, the proceeds of the foregoing, will be for the benefit of the provider of



the Slxth Series Swap and the provider of a Credit Facility securing any payments of the City to be made pursuant to the
Sixth Series Swap (“Swap Credit Facility™), all to the extent and in the manner as provided therein.

All of the provisions of the 1998 General Ordinance relating to Qualified Swaps, except to the extent limited by
the Seventh Supplemental Ordinance with respect to the Sinking Fund and the Sinking Fund Reserve, will apply to the
Sixth Series Swap and to payments due from the City to the providers of the Sixth Series Swap and the Swap Credit
Facility, respectively; provided that periodic payments scheduled to be paid by the City under the Sixth Series Swap
shall be payable equally and ratably with payments of debt service on the Sixth Series Bonds and shall be secured by Gas
Works Revenues equally and ratably with payments of debt service on the Sixth Series Bonds. Payments by the City to
a provider of a Swap Credit Facility will have the same priority and security as the corresponding payments under the
Sixth Series Swap secured by such Swap Credit Facility. The provider of the Sixth Series Swap and the provider of a
Swap Credit Facility will have no right or claim at any time to amounts on deposit in the Sinking Fund or the Sinking
Fund Reserve.

All of the provisions of the 1998 General Ordinance relating to Qualified Swaps shall apply to the Sixth Series
Swap and to the Swap Credit Facility.

Subject to the determination by a majority of the Bond Committee referred to above, in accordance with and as
permitted by the 1998 General Ordinance, the pledge and grant of a lien on and security interest in, all Gas Works
Revenues, all accounts, contract rights and general intangibles representing the Gas Works Revenues and all funds and
accounts established under the 1998 General Ordinance (except for the Sinking Fund and the Sinking Fund Reserve), and
in each case, the proceeds of the foregoing, shall be for the benefit of the providers of any Credit Facilities with respect
to the Sixth Series Bonds, all to the extent and in the manner as provided therein; provided, however, that any payments
to a Credit Facility provider on account of principal of and interest on Sixth Series Bonds owned or deemed to be owned
by a Credit Facility Provider shall be payable from and secured by Gas Works Revenues and the Sinking Fund and
Sinking Fund Reserve equally and ratably with all other Sixth Series Bonds.

All of the provisions of the 1998 General Ordinance relating to Credit Facilities, except to the extent limited by
the Seventh Supplemental Ordinance with respect to the Sinking Fund and the Sinking Fund Reserve, shall apply to
Credit Facilities with respect to the Sixth Series Bonds and to payments due from the City to the providers of such Credit
Facilities. The providers of Credit Facilities shall have no right or claim at any time to amounts on deposit in the Sinking
Fund or the Sinking Fund Reserve, except as provided in the Seventh Supplemental Ordinance.

All of the provisions of the 1998 General Ordinance relating to Credit Facilities shall apply to the Credit
. Facilities with respect to the Sixth Serics Bonds.
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APPENDIX E

FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (“Disclosure Agreement”) is executed and delivered as of January 1,
2006 by and between The City of Philadelphia, Pennsylvania (““City™) and Digital Assurance Certification, L.L.C., as
dissemination agent (the “Dissemination Agent”), in connection with the issuance by the City of its $313,390,000 City of
Philadelphia, Pennsylvania Gas Works Revenue Bonds, Sixth Series {1998 General Ordinance) (the “Bonds™).

The Bonds are being issued by the City under the provisions of The First Class City Revenue Bond Act, Act
No. 234 of the General Assembly of the. Commonwealth of Pennsylvania approved October 18, 1972, P.L. 955, as
amended (“Act”), the General Gas Works Revenue Bond Ordinance (Bill No. 980232), adopted by the City Council of
the City on April 30, 1998, and signed by the Mayor on May 8, 1998 (1998 General Ordinance™), as supplemented by a
Seventh Supplemental Ordinance (Bill No. 051137) adopted by the City Council of the City of Philadelphia on
December 15, 2005, and approved by the Mayor on December 22, 2005 (the “Seventh Supplemental Ordinance™).
Certain matters concerning the Bonds have been determined pursuant to the 1998 General Ordinance by the Bond
Committee of the City, consisting of the Mayor, the City Controller and the City Solicitor (“Bond Committee”), in an
authorization dated January 20, 2006.

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

Section 1. Definitions

In this Disclosure Agreement and any agreement supplemental hereto (except as otherwise expressly provided

or unless the context clearly requires otherwise) terms defined in the recitals hereto shall have such meanings throughout
this Disclosure Agreement, and, in addition, the following terms shall have the meanings specified below:

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

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

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

“Fiscal Agent” shall mean U.S. Bank National Association, as Fiscal Agent for the Bonds.

“Material Event” shall mean any of the events listed in Section 4(a} of this Disclosure Agreement, if material
within the meaning of the Rule.

“MSRB"” shall mean the Municipal Securities Rulemaking Board.
-“Official Statement” shall mean the Official Statement dated January 20, 2006 , relating to the Bonds.

“Participating Underwriters” shall mean any of the original underwriters of the Bonds required to comply with
the Rule in connection with their purchase and reoffering of the Bonds.

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



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

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

“Rule” shall mean Rule 15¢2-12(b)(5) promulgated by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as amended, as such rule may be amended from time to time.

“Securities Depository™ shall mean The Depository Trust Company, New York, New York, or its nominee,
Cede & Co., or any successor thereto appointed pursuant to the 1998 General Ordinance.

. “State Information Depository” shall mean any public or private repository designated by the Commonwealth of
Pennsylvania as a state information depository within the meaning of the Rule. As of the date of this Disclosure

Agreement, there is no State Information Depository.

All words and ternfs used in the Disclosure Agreement and defined above or elsewhere herein shall have the
same meanings as set forth in the Bond Authorization, if defined therein, or in the 1998 General Ordinance, if defined

therein.

2. Authorization and Purpose of Disclosure Agreement

This Disclosure Agfeement is authorized to be executed and delivered by the City pursuant to Section 10 of the
Bond Authorization in order to enable the Participating Underwriters to comply with the requirements of the Rule.

3. Provision of Annual Financial Information

(a) Within 240 days of the close of each fiscal year of the City, commencing with the fiscal year ending
June 30, 2006, the Disclosure Representative shall file, with the Dissemination Agent, Annual Financial Information for
such fiscal year. The Dissemination Agent shall promptly upon receipt thereof file the Annual Financial Information
with each Repository and witht the State Information Depository, if any. The Annual Financial Information will be in the
form of the City’s Comprehensive Annual Financial Report and, to the extent such information is not included therein,
will include the other information set forth on Appendix A, and will contain unaudited financial statements if audited
financial statements are not available.

) As soon as audited financial statements for the City are available, commencing with the audited
financial statements for the fiscal year ending Junme 30, 2006, the Disclosure Representative shall file the audited

. financial statements with the Dissemination Agent. The Dissemination Agent shall promptly upon receipt thereof file the
audited financial statements with each Repository and the State Information Depository, if any.

4. Material Events

(a) The City agrees that it shall provide through the Dissemination Agent, in a timely manner, to each
Repository or to the MSRB and to the State Information Depository, if any, notice of any of the following events with
respect to the Bonds. if material within the meaning of the Rule (each a “Material Event”):

{n Principal and interest payment delinquencies;

(2 Non-pavment related defaults:



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

4 Unscheduled draws on credit enhancements refiecting financial difficulties; -
(5) Substitution of credit or Hquidity providers or their failure to perform;
(6) Adverse tax opinions or events affecting the tax-exempt status of the security;

(N Modifications to the rights of the Holders of the security Holders;
(8) Bond calls;

9 Defeasances;

(10) Release, substitution ‘or sale of property securing repayment of the securities; and
(1 1) Rating changes.

The foregoing eleven (11) events are quoted from the Rule. - No mandatory redemption shall be deemed a
Material Event.

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

(© Notwithstanding the foregoing, the Dissemination Agent shall, promptly afier obtaining actual
knowledge of an event listed in clauses (a) (1), (3), (4), (5), (8), or (9) notify the Disclosure Representative of the
occurrence of such event and shall, within three (3) Business Days of giving notice to the Disclosure Representative, file
notice of such occurrence with the MSRB and the State Information Depository, if any, unless the Disclosure
Representative gives the Dissemination Agent written instructions not to file such notice because the event has not
occurred or the event is not material within the meaning of the Rule.

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

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

Section 5. Amendment; Waiver
(a) Notwithstanding any other provision of this Disclosure Agreement, the City and the Dissemination

Agent may amend the Disclosure Agreement or waive any of the provisions hereof, provided that no such amendment or
waiver shall be executed by the parties hereto or effective unless:



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

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

(viii)  the amendment or waiver does not materially impair the interests of the
Registered Owners of the Bonds.

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

(c) Notice of any amendment or waiver containing an explanation of the reasons therefor shall be given by
the Disclosure Representative to the Dissemination Agent upon execution of the amendment or waiver and the
Dissemination Agent shall promptly file such notice with each Repository, and shall promptly file such notice with the
MSRB and the State Information Depository, if any. The Dissemination Agent shall also send notice of the amendment
or waiver to each Registered Owner including owners of book-entry credits in the Bonds who have filed their names and
addresses with the Fiscal Agent.

Section 6. Other Information; Duties Under the 1998 General Ordinance or the Bond Authorization
(a) Nofhing in this Disclosure Agreement shall preclude the City from disseminating any other

information with respect to the City or the Bonds, using the means of communication provided in this Disclosure
Agreement or otherwise, in addition to the Annual Financial Information and the notices of Material Events specifically
provided for herein, nor shall the City be relieved of complying with any applicable law relating to the availability and
inspection of public records. Any election by the City to furnish any information not specifically provided for herein in
any notice given pursuant to this Disclosure Agreement or by the means of communication provided for herein shall not
be deemed to be an additional contractual undertaking and the City shall have no obligation to furnish such information
in any subsequent notice or by the same means of communicaticn.

) Nothing in this Disclosure Agreement shall relieve the Dissemination Agent of any of its duties and
obligations under the 1998 General Ordinance, the Seventh Supplemental Ordinance cor the Bond Authorization. -

(c) Except as expressly set forth in this Disclosure Agreement, the Dissemination Agent shall have no
responsibility for any continuing disclosure to the Registered Owners, the MSRB, any Repository or State Information

Depository.

Section 7. Default

{(a) In the event that the City or the Dissemination Agent fails to comply with any provision of this

Disclosure Agreement, the Dissemination Agent or any Registered Owner of the Bonds shall have the right, by
mandamus, suit, action or proceeding at law or in equity, to compel the City or the Dissemination Agent to perform each
and every term, provision and covenant contained .in this Disclosure Agreement. The Dissemination Agent shall be
under no obligation to take any action in respect of any default hereunder unless it has received the direction in-writing to
do so by the Registered Owners of at least 25% of the outstanding principal amount of a series of the Bonds and if| in the
Dissemination Agent’s opinion, such action may tend to involve expense or liability, unless it is also furnished with
indemnity and security for expenses satisfactory to it.

(b) A default under the Disclosure Agreement shall not be or be deemed to be an Event of Default under
“the Bonds, the 1998 General Ordinance, the Seventh Supplemental Ordinance, the Bond Authorization, the Act or any
other agreement related thereto and the sole remedy in the event of a failure of the City or the Dissemination Agent to
comply with the provisions hereof shall be the action to compel performance described in Section 7(a) above.



Section 8. Concerning the Dissemination Agent

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

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

(c) The Dissemination Agent may act on any resolution, notice, telegram, request, consent, waiver,
certificate, statement, affidavit, or other paper or document which it in good faith believes to be genuine and to have
been passed or signed by the proper persons or to have been prepared and furnished pursuant to any of the provisions of
this Disclosure Agreement; and the Dissemination Agent shall be under no duty to make any investigation as to any
statement contained in any such instrument, but may accept the same as conclusive evidence of the accuracy of such
statement in the absence of actual notice to the contrary. The Dissemination Agent shall be under no obligation to
institute any suit, or to take any proceeding under this Disclosure Agreement, or to enter any appearance or in any way
defend in any suit in which it may be made a defendant, or to take any steps in the execution of the duties hereby created
or in the enforcement of any rights and powers hereunder, until it shall be indemnified by the Registered Owners to its
satisfaction against any and all costs and expenses, outlays and counsel fees and expenses and other reasonable

.disbursements, and against all liability; the Dissemination Agent may, nevertheless, begin suit or appear in and defend
suit, or do anything else in its judgment proper to he done by it as Dissemination Agent, without indemnity.

Section 9. Term of Disclosure Agreement

This Disclosure Agreement shall terminate upon (1) payment or provision for payment in full of the Bonds, or
(2) repeal or rescission of Section (b)(5) of the Rule; or (3) a final determination that Section (b)(5) of the Rule is invalid

or unenforceable.
Section 10. Beneﬁ;iaries

This Disclosure Agreement shal] inure solely to the benefit of the City, the Dissemination Agent and the
Registered Owners from time to time of the Bonds and nothing herein contained shall confer any right upon any other
person. :

Section 11. Notices

Any written notice to or demand may be served, presented or made to the persons named below and shall be
- sufficiently given or filed for all purposes of this Disclosure Agreement if deposited in the United States mail, first class
postage prepaid or in a recognized form of overnight mail or by telecopy with confirmation of receipt, addressed:

(@) To the Dissemination Agent at:

DAC, Digital Assurance Certification LLC
390 North Orange Avenue, Suite 1750
Orlando, FL 32801

Attention: Nicole Sheehan
Fav- (ANTY S15_A5172




(b) To the City or the Disclosure Representative at:

City of Philadelphia

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

City of Philadelphia
Office of the City Treasurer
Municipal Services Building
1401 1.F.K. Boulevard

. Philadelphia, PA 19102
Attention: City Treasurer
Fax: (215) 686-3815

() To the MSRB at:

Municipal Securities Rulemaking Board
1900 Duke Street

Suite 600~

Alexandria, VA 22314

Attention: CDI

Fax: (703) 797-6700

or such other addresses as may be designated in writing to all parties hereto.
Section 12. No Personal Recourse

No personal recourse shall be had for any claim based on this Disclosure Agreement against any member,
officer, or employee, past, present or future, of the City (including without limitation, the Disclosure Representative), or

of any successor body as such, either directly or through the City or any such successor body, under any constitutional
provision, statute or rule of law or by the enforcement of any assessment or penalty or otherwise.

Section 13. Controlling Law

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

Section 14. Remeoval and Resignation of the Dissemination Agent

The City has appointed the Dissemination Agent as exclusive Dissemination Agent under this Disclosure
Agreement. The City may, upon thirty days’ written notice to the Dissemination Agent and the Fiscal Agent, replace or
appoint; a successor Dissemination Agent. Upon termination of the Dissemination Agent’s services as Dissemination
Ageut whether by notice of the  City or the Dissemination Agent the City agrees to appoint a successor Dissemination
Agent or, altemately, agrees to assume all responsibilities of Dissémination Agent under this Disclosure Apreement for
the benefit of the Holders of the Bonds. Notwithstanding any replacement or appointment of a successor, the City shall
remain liable until payment in full for any and all sums owed and payable to the Dissemination Agent. The
Dissemination Agent may resign at any time by providing thirty days prior written notice to the City.



Section 15. Successors and Assigns

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

Section 16. Headings for Convenience Only

The descriptive headings in this Disclosure Agreement are inserted for convenience of reference only and shall
not control or affect the meaning or construction of any of the provisions hereof.

Section 17, Counterparts

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

Section 18. Entire Apreement

This Disclosure Agreement sets forth the entire understanding and agreement of the City and the Dissemination
Agent with respect to the matters herein contemplated and no modification or amendment of or supplement to this
Disclosure Agreement shall be valid or effective unless the same is in writing and signed by the parties hereto.



IN WITNESS WHEREOF, THE CITY OF PHILADELPHIA, PENNSYLVANIA, has caused this Disclosure
Agreement to be executed by the Director of Finance and DIGITAL ASSURANCE CERTIFICATION, L.L.C,, as
Dissemination Agent, has caused this Disclosure Agreement to be executed by one of its duly authorized officers all as

of the day and year first above written.

THE CITY OF PHILADELPHIA, PENNSYLVANIA

By:

Director of Finance

DIGITAL ASSURANCE CERTIFICATION, L.L.C, as Dissemination
Agent

By:

Authorized Officer



APPENDIX “A”

L. Commencing with the fiscal year ending June 30, 2006, a copy of the Comprehensive Annual
Financial Report (“CAFR”), which contains the audited combined financial statements of the City, prepared by the office
of the Director of Finance of the City in conformance with guidelines adopted by the Governmental Accounting
Standards Board and the American Institute of Certified Public Accountants’ audit guide, Audits of State and Local
Government Units; and

2. Commencing with the Fiscal Year of the Philadelphia Gas Works ending August 31, 2006, to the
extent such information is not contained in the CAFR, an update of the information set forth in the financial statements
of the Philadelphia Gas Works for the Fiscal Years ended August 31, 2005 and August 31, 2004 included in Appendix A
to the Official Statemnent.




APPENDIX “B”
REPOSITORIES AND DEPOSITORIES

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

Nationally Recognized Municipal Securities Information Repositories

BLOOMBERG MUNICIPAL REPOSITORIES
100 Business Park Drive

Skillman, NJ 08558

(609) 279-3225 (phone)

(609) 279-5962 (fax)

E-mail: Munis@bloomberg.com

FT INTERACTIVE DATA

Attn: NRMSIR

100 William Street

New York, NY 10038

(212) 771-6999 (phone)

(212) 771-7390 (fax) (Secondary Market Information)
(212) 771-7391 (Primary Market information)

E-mail: NRMSIR@FFHD.om

DPC DATA, INC.

One Executive Drive

Fort Lee, NJ 07024

(201) 346-0701 (phone)

(201) 947-0107 (fax)

E-mail: nrmsir@dpcdata.com

STANDARD & POOR’S 1.J. KENNY REPOSITORY
55 Water Street

45th Floor

New York, NY 10041

(212) 438-4595 (phone)

(212) 438-3975 (fax)

E-mail: nrmsir_repository(@sandp.com



APPENDIX “C”
MUNICIPAL SECONDARY MARKET DISCLOSURE
INFORMATION COVER SHEET
This cover sheet and material event notice should be sent to the Municipal Securities Rulemaking Board, Nationally
Recognized Municipal Securities Information Repositories, and the State Information Depository, if applicable, pursuant

to Securities and Exchange Commission Rule 15¢2-12 or any analogous state statute.

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

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

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

Number of pages of attached material event notice:

Description of Material Events Notice (Check One)
Principal and interest payment delinquencies
Non-Payment-related defaults
Unscheduled draws on debt service reserves reflecting financial difficulties
Unscheduted draws on credit enhancements reflecting financial difficulties
Substitution of credit or liquidity providers, or their failure to perform
Adverse tax opinions or events affecting the tax-exempt status of the security
Modifications to rights of securities Holders
Bond calls
Defeasances
Release, substitution, or sale of property-securing repayment of the security
Rating.charges
Failure to provide annual financial information as required
Other material event notice (specify)
Financial information: Please check all appropriate spaces:

CAFR (a)__ includes __ does not include Annual Financial information

(b) __ Audited? Yes __No__

Annual Financial Information: Audited? Yes — No —
__ Operating Data
Fiscal Period Covered:

*Financial Information should not be filed with the MSRB,

T T

I hereby represent that I am authorized by the City and/or Other Obligated Person as an agent of either to
distribute this information publicly:

Signature:
Name:
Title:
Employer:
Address:
City, State, Zip Code:
Voice Telephone Number

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

PROPOSED FORM OF OPINIONS OF CO-BOND COUNSEL

January _, 2006

Re: § City of Philadelphia, Pennsylvania
Gas Works Revenue Bonds, Sixth Series {1998 General Ordinance)

To The Purchasers of the Within-Described Bonds:

We have acted as Co-Bond Counsel to the City of Philadelphia, Pennsylvania (“City™) in
connection with the authorization, issuance and sale of Gas Works Revenue Bonds, Sixth Series
(1998 General Ordinance) (“Bonds”) of the City of Philadelphia, Pennsylvania.

The Bonds are issued under and pursuant to provisions of: (i) the Constitution of the
Commonwealth of Pennsylvania (“Commonwealth”); (it) the Act of the General Assembly of the
Commonwealth, approved October 18, 1972 (P.L. 955) (*Act”); (iii) the City of Philadelphia
General Gas Works Revenue Bond Ordinance of 1998, as amended (Bill No. 980232) (“1998
General Ordinance”); (iv) the Seventh Supplemental Ordinance to the General Ordinance (Bill
No. 051137), enacted by the Council of the City (“City Council”) on December 15, 2005 and
approved by the Mayor of the City on December 22, 2005 (“Seventh Supplemental Ordinance”);
and (v} a Bond Authorization of the Bond Committee of the City, comprised of the Mayor, the
City Controller and the City Solicitor, acting by a majority thereof (“Bond Committee™), dated
January 20, 2006 (“Bond Authorization”). Capitalized terms not otherwise defined herein shall
have the meanings ascribed to such terms in the Bond Authorization, the General Ordinance or
the Seventh Supplemental Ordinance.

The Bonds are being issued by the City to provide funds for any or all of the following
purposes: (i) the advance refunding of all or a portion of the City’s Gas Works Revenue Bonds
(1998 General Ordinance), First Series B, Second Series A, Third Series and Fourth Series; and
(ii) paying the costs of issuing the Bonds and making any required deposits to the Sinking Fund
Reserve established under the 1998 General Ordinance.

The Bonds, together with all Senior Bonds presently Outstanding under the 1998 General
Ordinance and any parity obligations hereafter issued under the 1998 General Ordinance
(collectively, “1998 Ordinance Senior Bonds”), are equally and ratably payable solely from and
secured solely by a lien on and security interest in, all Gas Works Revenues, all accounts,
contract rights and general intangibles representing Gas Works Revenues and all funds and
accounts established under the 1998 General Ordinance. Pursuant to the 1998 General
Ordinance, all 1998 Ordinance Senior Bonds are subordinate in right of payment and security to
bonds issued under the City’s General Gas Works Revenue Bond Ordinance of 1975.



To The Purchasers of the Within-Described Bonds
January _, 2006
Page 2

As Co-Bond Counsel, we have examined: (a) the relevant provisions of the Constitution
of the Commonwealth; (b) the Act; (c) the 1998 General Ordinance; (d) the Seventh
Supplemental Ordinance; (¢) the Bond Authorization; and (f) certain statements, certifications,
affidavits and other documents and matters of law as we have deemed necessary to enable us to
render the opinion set forth below, including, without limitation, a certification of officials of the
City and of the Philadelphia Gas Works (“PGW”) having rcspon51b1hty for issuing the Bonds
(“Tax Compliance Certificate”), intended to satisfy certain provisions of the Internal Revenue
Code of 1986, as amended (“Code”), and applicable Treasury Regulations, and the other
documents and instruments listed on the Closing Index filed with U.S. Bank National
Association, as Fiscal Agent, on the date of delivery of the Bonds. We have also examined a
fully executed and authenticated Bond.

- In rendering the opinion set forth below, we have assumed that all documents, records,
certifications and other instruments examined by us are genuine (including the signatures
thereon), accurate”aiid complete and we have not undertaken, by independent investigation, to
verify the factual matters set forth in any such documents, records, certifications and other
instruments. '

Except with respect to Paragraph 5 below, our opinion is given only with respect to the
laws of the Commonwealth of Pennsylvania as enacted and construed on the date hereof.

Based upon and subject to the foregoing and subject to the qualifications hereinafter set
forth, we are of the opinion that:

1. The City is authorized under the provisions of the Constitution and laws of the
Commonwealth to perform its obligations under the 1998 General Ordinance, the Seventh
Supplemental Ordinance and the Bonds and to issue the Bonds for the purposes set forth in the
Seventh Supplemental Ordinance.

2. The City has duly and properly authon'zed the issuance of the Bonds.

3. The Bonds have been-duly executed, authenticated, issued and delivered, and are
the legal, valid and binding obligations of the City, enforceable in accordance with the terms
thereof, except to the extent that enforcement may be limited by bankruptcy, insolvency,
moratorium or other similar laws or legal or equitable principles affecting the enforcement of
creditors’ rights.

4, Under the laws of the Commonwealth.as presently enacted and construed, interest
on the Bonds is exempt from Pennsylvania personal income tax and Pennsylvania corporate net
income tax and the Bonds are exempt from personal property taxes in Pennsylvania.



To The Purchasers of the Within-Described Bonds
January |, 2006
Page 3

5. Under existing statutes, regulations, rulings and court decisions, interest on the
Bonds will not be includible in the gross income of the holders thereof for federal income tax
purposes and will not be a specific preference item for purposes of computing the alternative
minimum tax imposed on individuals and corporations. However, interest on the Bonds is taken
into account in determining adjusted current earnings for the purpose of computing the federal
alternative minimum tax imposed on certain corporations (other than an S corporation, regulated
investment company, real estate investment trust or real estate mortgage investment conduit).

In rendering this opinion, we have assumed continuing compliance by the City
with its covenants contained in the 1998 General Ordinance, the Seventh Supplemental
Ordinance, the Bond Authorization and the Tax Compliance Certificate and that the City will
comply with the applicable requirements of the Code including requirements relating to, inter
alia, the use of proceeds of the Bonds and the rebate to the United States Treasury of specified
arbitrage earnings, if any, ynder Section 148(f) of the Code. Failure of the City to comply with
such covenants and requirements could result in the interest on the Bonds becoming includible in
gross income for federal income tax purposes from the date of issuance of the Bonds. We have
not undertaken to monitor compliance with such covenants or to advise any party as to changes
in the law after the date hereof that may affect the exclusion of the interest on the Bonds from
gross income for federal income tax purposes.

Owners of the Bonds should consult their own tax advisors as to the applicability
and cffect on their federal income taxes of the alternative minimum tax, the branch profits tax
and the tax on passive investment income of S corporations, as well as the applicability and
effect of any other federal income tax consequences.

We call to your attention that the Bonds are special obligations of the City payable solely
from and secured solely by the Gas Works Revenues and amounts in the Sinking Fund, including
the Sinking Fund Reserve established under the 1998 General Ordinance. The Bonds are not
general obligations of the City and do not pledge the full faith, credit or taxing power of the City
or create any debt or charge against the general revenues of the City or create a lien against
property of the City other than Gas Works Revenues.

We express no opinion as to any matter not set forth in the numbered paragraphs herein.
This opinion is given as of the date hereof and we assume no obligation to supplement this
opinion to reflect changes in law which may hereafter occur or changes in facts or circumstances
which may hereafter come to our attention. We express no opinion herein with respect to, and
assume no responsibility for, the accuracy, adequacy or completeness of the Official Statement
prepared in respect of the Bonds, and make no representation that we have independently
verified the contents thereof.

Very truly yours,
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APPENDIX G

SPECIMEN MUNICIPAL BOND INSURANCE POLICY
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APPENDIX H
CERTAIN INFORMATION CONCERNING THE BANKS

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION

JPMorgan Chase Bank, National Association (“JPMCB™) is a wholly owned bank subsidiary of JPMorgan
Chase & Co. (“JPMorgan Chase”), a Delaware corporation whose principal office is located in New York, New York.
JPMCB is a commercial bank offering a wide range of banking services to its customers, both domestically and
internationally. It is chartered and its business is subject to examination and regulation by the Ofﬁce of the Comptroller
of the Currency.

As, of September 30, 2005, JPMorgan Chase Bank, National Association, had total assets of $1,008.4 billion,
total net loans of $386.9 billion, total deposits of $529.4 billion, and total stockholder’s equity of $85.1 billion. These
figures are extracted from JPMCB’s unaudited Consolidated Reports of Condition and Income as at September 30, 2005,
which are filed with the Federal Deposit Insurance Corporation.

Additional information, including the most recent Form [0-K for the year ended December 31, 2004, of
JPMorgan Chase & Co., the 2004 Annual Report of JPMorgan Chase & Co. and additional annual, quarterly and current
reports filed or fumished with the Securities and Exchange Commission by JPMorgan Chase & Co., as they become
available, may be obtained without charge by each person to whom this Official Statement is delivered upon the written
request of any such person to the Office of the Secretary, JPMorgan Chase & Co., 270 Park Avenue, New York, New
York 10017.

The information céritained in this Appendix relates to and has been obtained from JPMCB. The delivery of the
Official Statement shall not create any implication that there has been no change in the affairs of JPMCB since the date
hereof, or that the information contained or referred to in this Appendix is correct as of any time subsequent to its date.

THE BANK OF NOVA SCOTIA

The Bank of Nova Scotia ("Scotiabank” or the “Bank™), founded in 1832, is a Canadian chartered bank with its
principal office located in Toronto, Ontario. Scotiabank is one of North America’s premier financial institutions and
Canada’s most international bank. With 48,000 employees Scotiabank and its affiliates serve over 10 million customers
throughout the world.

Scotiabank provides a full range of personal, commercial, corporate and investment banking services through its
network of branches located in all Canadian provinces and territories. Qutside Canada, Scotiabank has branches and
offices in over 50 countries and provides a wide range of banking and related financial services, both directly and
through subsidiary and associated banks, trust companies and other financial firms.

For the fiscal year ended October 31, 2005, Scotiabank recorded total assets of CDN$314.0 billion (US$265.8
billion) and total deposits of CDN$217.4 billion (US$184.1 billion). Net income for the fiscal year ended October 31,
2005 equaled CDN$3.209 billion (US$2.717 billion), compared to CDN$2.931 billion (US$2.481 billion) for the prior
fiscal year. Amounts above are shown in Canadian dollars and also reflect the United States dollar equivalent as of
October 31, 2005 (1.0000 United States dollar equals 1.1812 Canadian dollars).

Scotiabank will provide to anyone, upon written request, a copy of its most recent annual report, as well as a
copy of its most recent quanerly financial report. Requests should be directed to: The Bank of Nova Scotia, New York
Agency, One Liberty Plaza, 26" Floor, New York, NY, 10006. Attention: Public Finance Department.

The information concerning the Bank contained herein is furnished solely to provide limited introductory
information regarding the Bank and does not purport to be comprehensive. Such information is qualified in its entirety
by the detailed information appearing in the documents and financial statements referenced above.

The delivery of this disclosure information by the Bank shall not create any implication that there has been no
chanee in the affairs of the Bank since the date hereof. or that the information contained or referred to in this disclosure



WACHOVIA BANK, NATIONAL ASSOCIATION

Wachovia Bank, National Association (the “Bank™) is a subsidiary of Wachovia Corporation (the
“Corporation’’), whose principal office is located in Charlotte, North Carolina. The Corporation is the fourth largest
bank holding company in the United States based on approximately $532 billion in total assets as of September 30, 2005,

The Bank is a national banking association with its principal office in Charlotte, North Carolina and is subject
to examination and primary regulation by the Office of the Comptroller of the Currency of the United States. The Bank
is a commercial bank offering a wide range of banking, trust and other services to its customers. As of September 30,
2005, the Bank had total assets of approximately $478 billion, total net loans of approximately $255 billion, total
deposits of approximately $327 billion and equity capital of approximately $47 billion.

The Bank submits quarterly to the Federal Deposit Insurance Corporation (the “FDIC”) a “Consolidated Report
of Condition and Income for a Bank with Domestic and Foreign Offices” (each, a “Call Report”, and collectively, the
“Call Reports™). The publicly available portions of the Call Reports with respect to the Bank (and its predecessor banks)
are on file with the FDIC, and copies of such portions of the Call Reports may be obtained from the FDIC, Public
Information Center, 801 17th Street, NW, Room 100, Washington, DC 20434, (877) 275-3342, at prescribed rates. In
addition, such portions of the Call Reports are available to the public free ‘of charge at the FDIC's web site at

http://www. fdic.gov.

The Corporation is subject to the information requirements of the Securities Exchange Act of 1934, as amended,
and in accordance therewith files annual, quarterly and current reports, proxy statements and other information with the
Securities and Exchange~ Commission (the “Commission™). Such documents can be read and copied at the
Commission’s public reference room in Washington, D.C. Please call the Commission at 1-800-SEC-0330 for further
information on the public reference rooms. In addition, such documents are available to the public free of charge at the
SEC’s web site at http://www.sec.gov. Reports, documents and other information about the Corporation also can be
inspected at the offices of the New York Stock Exchange, 20 Broad Street, New York, New York.

Upon request, the Bank will provide at no cost to any person to whom this Official Statement is delivered
copies of the most recent Wachovia Corporation Annual Report to Shareholders, the publicly available portion of the
most recent Call Report that the Bank has filed with the FDIC and the Corporation’s most recent periodic reports under
the Securities Exchange Act of 1934 on Form 10-K and Form 10-Q} and any Current Report on Form 8-K subsequent to
its most recent report on Form 10-K. Copies of these documents ray be requested by writing to or telephoning the Bank
at the following address and telephone number: Wachovia Corporation, Investor Relations, 301 South College Street,
Charlotte, NC 28288-0206, (704) 374-6782. .

The information contained in this Appendix relates to and has been obtained from the Bank. The information
conceming the Bank contained herein is furnished solely to provide limited introductory information regarding the Bank
and does not purport to be comprehensive. Such information regarding the Bank is qualified in its entirety by the
detailed information appearing in the documents referenced above.

The delivery hereof shall not create any :mpllcatlon that there has been no change in the.affairs of the Bank
since the date hereof, or that the information contained in this section is correct as of any time subsequent to its date.

THE CREDIT FACILITY IS AN OBLlGATlON OF THE BANK AND IS NOT AN OBLIGATION OF THE
CORPORATION. NO BANKING OR OTHER AFFILIATE CONTROLLED BY THE CORPORATION, EXCEPT
THE BANK, IS OBLIGATED TO MAKE PAYMENTS UNDER THE CREDIT FACILITY.



APPENDIX I
DEFINITIONS OF CERTAIN TERMS PERTAINING TO THE BONDS
The terms pertaining to the Bonds defined below are among those used in tl_le Official Statement:
“Authorized Denominations” means $100,000 andr integral multipies of $5,000 in excess of $100,000.

“Banks” means, collectively, JPMorgan Chase Bank, National Association, The Bank of Nova Scotia, acting
through its New York Agency, and Wachovia Bank, National Association, and each of their respective successors and
assigns, as providers of the initial liquidity facility in the form of the Standby Purchase Agreement, and the bank or other
financial institution issuing any replacement liquidity facility.

“Bank Bonds” shall have the meaning given to such term in the Standby Purchase Agreement.

“Bond Authorization” means the determination by the Bond Committee of the City (consisting of the Mayor,
the City Controller and the City Solicitor), or a majority of them, dated January 20, 2006, with respect to the Bonds.

“Bondholder,” “Holder,” “Beneficial Owner” or “Owner” means the registered owner of any Bond.

“Business Day” means any day other than (i) a Saturday or Sunday, (ii) a day on which commercial banking
institutions in the Commonwealth of Pennsylvania or the State of New York, or in any other city where the designated
office of the Fiscal Agent or the Remarketing Agent or any Bank is located are required or authorized by law (including
executive order) to close or on which the designated office of the Fiscal Agent, the Remarketing Agent or any Bank is
closed for reasons not related 10 fihancial condition or (iii) a day on which the New York Stock Exchange is closed.

“Conversion Date” means any date on which the Rate Mode of the Bonds (or portions thereof with respect to
conversion, in part, of Bonds to the Fixed Mode) is converted to another Rate Mode pursuant to the Bond Authorization,
provided that if any Conversion Date that is an Interest Payment Date is not a Business Day, the Conversion Date shall
be the first Business Day immediately following such Interest Payment Date.

“Event of Default” means any of the events specified in the Bond Authorization or the Standby Purchase
Agreement, as the case may be, to be an Event of Default.

“Expiration Date” means the stated expiration date of the Standby Purchase Agrecement, as such date may be
extended from time to time by the Banks.

“Fixed Rate” means the fixed annual rate of interest borne by the Bonds {or portions thereof converted) from
and after a conversion of the Bonds to a fixed rate of interest in accordance with the terms of the Bond Authorization.

“Fixed Mode” means the mode of bearing interest on the Bonds at a Fixed Rate.

“Interest Payment Date” means (i) with respect to interest while Bonds are in the Weekly Mode, the first
Business Day of each calendar month, commencing March 1, 2006, and any Conversion Date which is not an Interest
Payment Date, (ii) with respect to interest while the Bonds are in a Term Mode, each Semiannual Date, (iii) with respect
to interest following conversion of the Bonds to the Fixed Rate, each Semiannual Date, (iv) the matunty date of the
Bonds, and (v) with respect to Bank Bonds, as provided in the Liquidity Facility.

“Nominal Term Rate Period” means, with respect to a Term Mode, a period of one or more Semiannual
Periods.

“Person” means an individual, a corporation, a partnership, a limited liability company, an association, a joint
stock company, a joint venture, a trust, an unincorporated organization, a governmental unit or an agency, political
subdivision or instrumentality thereof or any other group or organization of individuals.

“Prevailing Market Conditions” means, to the extent relevant (in the professional judgment of the
Remarketing Agent) at the time of the establishment of an interest rate for the Bonds in accordance with the Bond



plus accrued interest thereon; (b) interest rates for comparable securities (i) with interest rate periods and demand
purchase options substantially the same as the Bonds and bearing interest at a variable rate intended to maintain their
secondary market price at the principal amount thereof, plus accrued interest-thereon, and (ii) rated by a national credit
rating agency in the same category as the Bonds if rated at the time; (c) other financial market rates and indices that may
have a bearing on the rate of interest (which may include, without limitation, rates and rate periods borne by comparable
securities, commercial paper, urban renewal project notes and United States Treasury obligations, commercial bank
prime rates, certificate of deposit rates, federal funds rates, and the London Interbank Offered Rate); (d) general financial
market conditions (including current forward supply) that may have a bearing on the rate of interest; (e) the financial
conditiorn, results of operations and credit standing of any Bank, the Bond Insurer and/or the City, but only to the extent
such standing has a bearing on the rate of interest of the Bonds; and (f) any other relevant factor effecting the
marketability of the Bonds.

“Purchase Date” means (a) with respect to any optional tender for purchase pursuant to the Bond
Authorization of Bonds in the Weekly Mode, any Business Day designated as the date of such purchase pursuant to the
Bond Authorization; (b) with respect to any mandatory purchase pursuant to the Bond Authorization, (1) in the case of
Bonds which are to be purchased upon conversion from one Rate Mode to another Rate Mode pursuant to the Bond
Authorization, the Conversion Date or, if such Conversion Date is not a Business Day, the first Business Day succeeding
such Conversion Date and (2) in the case of Bonds which are to be purchased upon expiration of a Term Rate Period, the
first Business Day following the end of such Term Rate Period; (d) with respect to any mandatory purchase pursuant to
the Bond Authorization in the case of Bonds which are to be purchased in anticipation of the expiration of the Standby
Purchase Agreement, the Interest Payment Date next preceding such expiration; and (e} the termination of the Standby
Purchase Agreement following the Fiscal Agent’s receipt of notice from the Liquidity Agent that an Event of Default has
occurred under the Standby Purchase Agreement and directing the Fiscal Agent to cause of mandatory tender of the
Bonds, or in the event of a substitution of a new liquidity facility, the mandatory tender date determined pursuant to the

Bond Authorization.. -
“Rate Mode” means the Weekly Mode, a Term Mode or the Fixed Mode.

“Rémarketing Agent” means, initially, J.P. Morgan Securities Inc., and its successor for the time being in such
capacity as provided in the Bond Authorization.

“Remarketing Agreement” means the Remarketing Agreement dated January 26, 2006 between the City and
the Remarketing Agent or any subsequent remarketing agreement exccuted by the City and any successor Remarketing
Agent appointed pursuant thereto.

“Semiannual Date” means each date selected by the City and set forth in a notice of conversion to a Term
Mode or the Fixed Mode delivered pursuant to the Bond Authorization, which dates shall be the first or last day of a
calendar month and shall not be more than six months apart and the first date which shall be not more than six (6)

months from the Conversion Date,

“Semiannual Period” means a six-month period (i) (except it may mean a shorter period in the case of the
initial Semiannual Period following conversion to a Term Mode or a Fixed Mode and (ii) in the case of the final
Semiannual Period ending on the maturity date of the Bonds) commencing on a Semiannual Date and ending on and
concluding the day immediately preceding the next Semiannual Date.

“Senior 1998 Ordinance Bonds” shall have the same meaning given to the term “Senior Bonds” in the 1998
Ordinance.

“Series Issue Date” means January 26, 2006, the date of original issuance of the Bonds.

“Standby Purchase Agreement” means that certain Standby Bond Purchase Agreement, dated January 26,
2006, by and among the City, the Banks, JPMorgan Chase Bank, National Association, as Liquidity Agent, and the
Fiscal Agent. '

“Term Mode” means the mode of bearing interest on the Bonds at Term Rates based on a constant Nominal
Term Rate Period.



“Term Rate Caiculation Date™ means a Business Day not more than 15 days and not less than one day prior to
the first day of the corresponding Term Rate Period.

“Term Rate Period” means a period of one or more Semiannual Periods equal to the applicable Nominal Term
Rate Period determined pursuant to the Bond Authorization commencing on the Semiannual Date immediately following
the iast day of the immediately preceding Term Rate Period and continuing through and including the day immediately
preceding the Semiannual Date which follows such commencement date by a period equal to such Nominal Term Rate
Period, except that the first Term Rate Period after conversion from a Weekly Rate to a Term Rate shall commence on
the related Conversion Date and end on the day immediately preceding the Semiannual Date which follows the
Semiannual Date occurring on or immediately preceding such Conversion Date by a period equal to the applicable
Nomina) Term Rate Period.

“Term Rate Period End Interest Payment Date” means the Semiannual Date immediately following the last
day of a Term Rate Period.

*2005 Note Ordinance” means the General Inventory and Receivables Gas Works Revenue Note Ordinance of
2005 (Bill No. 051138, approved December 22, 2005), as amended or supplemented from time to time.

“Weekly Mode” means, with respect to the Bonds, the mode of bearing interest thereon at a Weekly Rate,

“Weekly Rate” means the rate of interest borne by the Bonds determined and adjusted weekly for each Weekly
Rate Period pursuant to the Bond Authorization. :

“Weekly Rate Calculation Date” means, while the Bonds are in the Weekly Mode, Wednesday in each
calendar week or, if any Wednesday is not a Business Day, the first Business Day preceding such Wednesday.

“Weekly Rate Period™ means, while the Bonds bear interest at a Weekly Rate, the weekly period which begins
on Thursday of each calendar week and ends at the close of business on Wednesday of the immediately following
calendar week; except that (i) if the Bonds are initially issued in the Weekly Mode, the first Weekly Rate Period shall
commence on the Series Issue Date and end on and include the first Wednesday occurring after the Series Issue Date, (ii)
the first Weekly Rate Period following a conversion from a Term Mode to the Weekly Mode shall commence on the
Conversion Date and end on and include the first Wednesday occurring after such date, and (iii) in the case of conversion
from the Weekly Mode to a Term Mode or the Fixed Mode, the last Weekly Rate Period prior to such conversion shall
end on and include the last day immediately preceding the Conversion Date.
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Philadelphia Gas Works’ Base Rate Filing

II. RATE OF RETURN

I1.A.5. Supply projected capital requirements and sources of Company, Parent and
System (consolidated) for each of future three years.

RESPONSE:

Attached is PGW'’s sources and uses of cash for capital improvement
expenditures for Fiscal Years 2005 through 2012.
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PHILADELPHIA GAS WORKS
SOURCES AND USES OF CASH FOR CAPITAL IMPROVEMENT EXPENDITURES
FISCAL YEARS 1998 THROUGH 2012
(000°s}
Actual Estimate Budget FORECAST
2008 2006 2007 2008 2008 2010 2011 2012

SOURCES:

Bond Proceeds @ Par $ 150,000 § - § 150000 § - 8 - 8 - - -
Proceeds From Capital . .

Leasing

Other Financings/ IGF {924) 5,088 3,113 18,597 47,912 70.818 61,587 59,920

Total Sources 149,076 5,088 153,113 18,597 47 912 70,818 61,587 59,920

USES:

Changes in Capital

Improvement Fund 62,207 (62,96%) 60,111 {60,000} (35,843) - - -
Discount & Issuance Exp. 9,825 9,600 - - - -
Deposit to Sinking Fund 8,129 8,250 - - - -
Lease Debt Service 2,005 -

Funds Deposited in Escrow

Capital Expenditures 66,910 68,057 75,152 78,597 87,755 70,818 61,587 59,920

Total Uses 149,076 5,088 153,113 18,597 47,912 70,818 61,587 59,920

Capital Improvement & Lease Funds

Deposit 129,532 132,150 - - - - -
Drawdown (67,325) (62,969) (72,039) (60,000) {39,843) - - -
Changes in Fund 62,207 (62,969) 60,111 (50,000) (39,843) - - -
Balance End of Perlod $ 102,701 $ 39732 $ 99,843 $ 39,843 $ - 5 - - -

*Revised




Philadelphia Gas Works’ Base Rate Filing

II. RATE OF RETURN

I1.A.6. Provide a schedule of debt and preferred stock of Company, Parent and
System (consolidated) as of test year-end and latest date, detailing for each issue

(if applicable):
II.A.6.a. Date of issue
II.A.6.b. Date of maturity
II.A.6.c. Amount issued
I1.A.6.d. Amount outstanding
II.A.6.c. Amount retired
II.A.6.f. Amount reacquired
I1.A.6.g. Gain on reacquisition
I.A.6.h. Coupon rate
II.A.6.i; Discount or premium at issuance
II.A.6.j. Issuance expenses
ILA.6.k. Net proceeds
II.A.6.1. Sinking Fund requirements
II.A.6.m. Effective interest rate
I.A.6.n. Dividend rate
I1.A.6.0. Effective cost rate
I1.A.6.p. Total average weighted effective Cost Rate
RESPONSE:
Please see the attached debt schedule for the response to:
a,b,c,d, e h,ij, kI, and m.
f Not applicable
g Not applicable
n Not applicable
0 Not applicable
p Not applicable
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IL.A.6 (FY2006)

PHILADELPHIA GAS WORKS

DEBT SCHEDULE
A B [ bl E H 1 1 J K
Amount Discount at Premlum at Issuance
Name of Bond Date of lssue Date of Maturity Amount Issued Qutstanding Amount Retired Loupon Rate Issuance Issuance Expenses Net Proceeds,
1975 Bond Ordinance
Serles 11"C" TE.C.A January 1, 1989 2012 - $ 1280870400 $ - P - . . .
Series 11 "C" January 1, 1889 2015 132,520,000.00 5,084,435.00 127,455,565.00 8.10%-7.25% 1,548,508.40 - 1,710,361.80 129,283,120.70
Series 15 th January 1, 1994 2024 183,880,000.00 14,800,000.00 169,080,000.00 3.00%-5.25% 3,807 424.75 - 3,961,349.00 176,311,226.25
Series 16 th June 1, 1988 2015 62,315,000.00 43,375,000.00 18,940,000,00 4.00%-5.50% - (1,474,644.80) 1,218,352.40 62,571,292.20
Series 17 th Aprll 2, 2003 2028 188,705,000.00 168,300,000.00 17,405,000.00 4.00%-5.3T5% 1,853,228.21 [8,893,346,85) 12,028,138.58 182,918,980.08
Series 18 th October 14, 2004 2021 57.820,000.00 58,425,000.00 1,395,000.00 5.00%-5.25% 421,894.35 (4,850,688.50) 1,551,080.57 80,687,7132.58
301,573,135.00
1998 Bond Ordinance
FIRST SERIES “A" June t, 1998 2026 161,640,000.00 117,850,000.00 43,780,000.00 4.50%-5.50% - (3,600,075.50) 3,140,361.02 162,090,714.48
FIRST SERIES ~C” June 1, 1998 2014 21,995,000.00 12,915,000.00 9,080,000.00 3.85%-5.00% 130,201.40 - 455,146.87 21,409,651.73
SECOND SERIES June 1, 19989 2029 113,965,000.00 23,140,000.00 90,825,000,00 4.625%-5.375% 4,043,373.25 - 2,872,303.55 107,249,323.20
THIRD SERIES June 1, 2001 2013 120,225,000.00 17,680,000.00 102,545,000.00 4.00%-5.50% 226,845.95 - 6,220,239.17 113,777,914,88
FOURTH SERIES Dacember 30, 2002 2032 125,000,000.00 118,490,000.00 8,510,000.00 4.00%-5.25% B855,757.34 - 10,046,029.32 114,085,213.24
FIFTH SERIES OCctober 14, 2004 2024 120,000,000.00 120,000,000,00 - 4.00%-5.25% 939,086.18 {5,974,875.85) 8,417,214.70 116,618,574.77
FIFTH SERIES A" October 14, 2004 2035 30,000,000.00 30,000,000.00 - VARIABLE 119,436.03 - 374,484.50 29,506,060.47
SIXTH SERIES Januvary 20, 2008 2034 313,290,000.00 313,390,000.00 - VARIABLE 8489,571.70 - 13,298,135.30 209,044,293.00
753,465|000.00
L M
Sinking Fund Total Interest Effective
BOND DEBT 4975 Ordinance 1998 Ordinance Requirements Qutstanding Debt Expense Interest Rate
2006 41,848,769.00 54,770,816.00 93,719,385.00 FY 2005-06 Revenue Bonds 1,055,033,138.12 51,798,880.00 4.9097%




ILA.8 (FY 2007)
PHILADELPHIA GAS WORKS
DEBT SCHEDULE
A B [ D E H 1 | J K
Amount Discount at Premium at Issuance
Namg of Bond Date of Issue Date of Maturity Amount Issued Dutstanding Amount Retired Coupon Rate Issuance lssuance Expenses Net Proceeds
1975 Bond Ordinance
Series 11 "C" T.E.C.A, January 1, 1988 2012 $ - $ 1391325200 § - $ - H - $ - $ - $ -
Serles 11 *C" January 1, 1988 2015 132,520,000.00 5,084,435.00 127 ,455,565.00 6.10%-7.25% 1,548,508.40 - 1,710,3681.90 129,263,128.70
Series 15th January 1, 1984 2024 183,880,000.00 14,800,000.00 169,080,000,00 3.00%-525% 3,607 424.75 - 3,961,349,00 176,311,2268.25
Series 16 th June 1, 1999 2015 62,315,000.00 34,850,000.00 27.465,000.00 4,00%-5.50% - {1,474,644.680) 1,218,352.40 62,571,202.20
Series 17 th April 2, 2003 2028 188,705,000.00 158,585,000,00 28,120,000.00 4.00%-5.375% 1,653,228.21 (8,893,346.85) 12,026,138.58 182,818,980.06
Series 18 th October 14, 2004 2021 57,820,000.00 54,835 000.00 3,185,000.00 5.00%-5.25% 424,884.35 [4,850,688.50) 1,551,080.57 £0,697,713.58
H 281,847,887.00 ’
1998 Bond Ordinance
FIRST SERIES A June 1, 1998 2028 161,840,000.00 108,770,000.00 54,870,000.00 4.50%-5.50% - (3,800,075.50) 3,140,361.02 162,099,714.48
FIRST SERIES C June 1, 1888 2014 21,995,000.00 11,545,000.00 10,450,000.00 3.85%-5.00% 130,201.40 - 455,146.8T7 21,408,851.73
SECOND SERIES June 1, 1999 2029 113,965,000.00 20,825,000.00 $3,140,000.00 4.625%-5.375% 4,043,373.25 - 2,672,303.55 107,249,323 20
THIRD SERIES June 1, 2001 2013 120,225,000.00 16,715,000.00 103,510,000.00 4.00%-5.50% 228,845.95 - 8,220,239.17 113,777,914.88
FOURTH SERIES December 30, 2002 2032 126,000,000.00 117,205,000,00 1,785,000.00 4.00%-5.25% 855,757.34 - 10,049,029,32 114,095,212.34
FIFTH SERIES October 14, 2004 2034 120,000,000.00 120,000,000.00 - 4.00%-5.25% 939,086.18 {5,974,875.65) 841721470 118,618,574.77
FIFTH SERIES A October 14, 2004 2035 30,000,000.00 30,000,000.00 - VARIABLE 119,436.03 - 374,4684.50 20,508,000.47
SIXTH SERIES January 20, 2008 2031 313,380,000.00 313,380,000.00 - VARIABLE 949,571.70 - 13,396,135.30 269,044,293.00
SEVENTH SERIES March 20, 2007 2032 150,000,000.00 150,000,000.00 - 6.500% 1,050,000.00 8,550,000.00 140,400,000.00
. 886,450,000.00
L . M
Sinking Fund Total Interest Effective
EOND DEBT 1975Ordinance 1998 Ordinance  Requirements Qutstanding Debt Expense nterest Ra

2007 35,747,550.00 63,300,000.00 99,047,550.00 FY 2008-07 Revenue Bonds 1,188,297 ,637.00 56,437,000.00 4.4831%




Philadelphia Gas Works’ Base Rate Filing

II. RATE OF RETURN

ILA.7—ILA.10

RESPONSE: Not applicable to a municipally-owned, cash flow method
company.




Philadelphia Gas Works’ Base Rate Filing

II. RATE OF RETURN

IL.A.11. Provide AFUDC charged by company at test year-end and latest date, and
explain method by which rate was calculated.

RESPONSE:
12 Months Ended Two Months Ended
August 31, 2006 November 30, 2006
Philadelphia Gas Works $980,835 $164,652

AFUDC is calculated in accordance with the formula prescribed by the Federal
Energy Regulatory Commission.
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Philadelphia Gas Works’ Base Rate Filing

II. RATE OF RETURN

11.A.12. Set forth provisions of Company’s and Parent’s charter and indentures (if
applicable) which describe coverage requirements, limits on proportions of types
of capital outstanding, and restrictions on dividend payouts.

RESPONSE:

The following documents are attached:

General Gas Works Revenue Bond Ordinance of 1975
General Gas Works Revenue Bond Ordinance of 1998

Commercial Paper Notes Ordinance




(Bill No. 1871)

AN CRDINANCE
Authorizing, generally, the issuance and sale by the City of
Gas Works Revenue Bonds of the City of Philadelphia,
prescribing the form of bonds, their execution, transfer,
exchange, payment and redemption, prescribing the con-
ditions precedent to the issue of specific series of bonds,
including a supplemental authorizing ordinance, pledg-
ing the revenues of the Gas Works of the City asa security,
adopting a rate covenant, and directing the Gas Com-
mission to impese rates sufficient to comply therewith,
designating a fiscal agent and sinking fund depositary,
establishing a Sinking Fund, including..a Sinking Fund
Reserve, and providing for its managément, providing
remedies upon defauit, and for amendmen@;s_; and modifi-

cations.
‘

The Council of the City of Philadelphia hereby ordains:
SECTION 1.
ARTICLE I

== ~AUTHORIZATION, SCOPE AND-PURPOSE= ———

»

|
|

SHORT TITLE

This Ordinance is enacted pursuant to the provisions of
The First Class City Revenue Bond Act approved October
1B, 1972 (Act No. 234, 53 P.S. §16901 to 15924) for the
purpose of authorizing the issuance from time to time of
gas works revenue Bonds of the City to be secured by a
pledge of the revenues of the Gas Works of the City, in
such principal amounts as shall from time to time be au-
thorized by further ordinance of the Council as more par-
ticularly hereinafter set forth. This Ordinance shall be
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known as the General Gas YWorka Revenue Bond Ordinance
of 1975,

SECTION 2.
ARTICLE 11
DEFINITIONS AND OTHER PROVISIONS OF
GENERAL APPLICATION '

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

Act means The First Class City Revenue Bond Act ap-
proved Ccteber 18, 1974 (Act No. 234, 53 P.S. §15901 to
15324) as from time to time amended. The words and
phrases which are defined in the Act shall have such defined
meaning when used in this Ordinance.

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

Bondholder means the holder of any bearer bend and the
registered owner of any registered bond and the term
Holder, or Hoiders unless the context ofherwise requires,

oo —shall-be-deemed-to—include~theregistered—owners_of any

bond-or-bonds-as-well-as-the-holders-ef-bearer_bonds

City means the City of Philadelphia, Pennsylvania.

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

APP. NO. IP7-2




Director of Finance means the chief financial, accounting
and budget officer of the City as established by the Phila-
delphia Home Rule Charter.

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

Fiscal Year meang the fiscal year of the City.

Gas Works means all property, real and personal, owned
by the City and used in the acquisition or manufacture,
storage and distribution of natural, liquified, synthetic or
manufactured gas or in the maintenance, management or
administration thereof, and also means, as the context may
require, the busineas entity managed by the Manager.

Manager means The Philadelphia Facilities Management

' Corporation currently managing the Gas Works pursuant

to an ordinance of City Council approved December 29,
1972, setting forth the Agreement between the City and
The Philadelphia Facilities Management Corporation, or
its successor or such other person, corporation, board, com-
mission or department of the City, which may be designated
by ordinance to manage the Gas Works.

Net Operating Expenses means Operating Expenses ex-
clusive of City Charges.

—Operating-E rpenses-means-ali-costs-and-expenses-ot—the-—-

e e e, v — e b

tain the Gas Works in good operable condition during each
fiscal year of the City, and shall include, without limitation,
the Manager’s fee, salaries and wages, purchases of service
by contract, costs of materials, supplies and expendable
equipment, maintenance costs, costs of any property or the
replacement thereof or for any work or project, related to
the Gas Works, which does not have a probable useful life
of at least five years, pension and welfare plan and work-
men’s compensation requirements, provision for claims,
refunds and uncollectible receivables and for City Charges,
all in accordance with generally accepted municipal account-

APP. NO, 397—13

Gas-Works necessary and appropriate t¢ operdte aid maili- )



ing principles consistently applied, but shall exclude depre-
ciation and interest and sinking fund charges.

Project Revenues means the revenues pledged for the
gecurity and payment of the Bonds as set forth in Section
4.02,

Rate Covenant ﬁ;éans the rate covenant contained in
subsection (b) of Section 4.03.

Series when applied to Bonds means collectively all of
the Bonds of a given issue authorized by Supplemental
Ordinance as provided in Article IV thereof and may also
mean, if appropriate, a subseries of any series if, for -any
reason, the City should determine to divide any series into
one or more subseries of Bonds.

Sinking Fund means the Gas Works Revenue Bond Sink-
ing Fund established by Section 6.01.

Sinking Fund Depositary means the bank named as such
in Section 6.02 or its successor.

Sinking Fund Reserve means the Sinking Fund Reserve
established by Section 6.04.

Supplemental Ordinance means an ordinance supple-
mental hereto enacted pursuant to the Act and this Ordi-
nance by the Council of the City authorizing the igsuance of

)

- — = =—=—————g-geres—of-Bonds—————"—""—————— -

SecTION 2.02. Interpretation. All references in this
Ordinance to articles, sections and other sub-divisions of
the Ordinance are to the designated articles, sections or
other sub-divisions of this Ordinance as originally enacted.
The words “herein,’”” “hereof,” “hereby” and ‘“hereunder”
and other words of similar import refer to this Qrdinance
as a whole and not to any particular article, section or
other sub-division.

SEcTiON 2.03. Descriptive Headings. The descriptive
headings of the several articles and sections of this Ordi-
nance are inserted for convenience only and shall not con-
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+3) or affsct the meaning or construction of any of its
provisions.

SECTION 2.04. Severability. In case any one or more of
the provisions contained in this Ordinance or in any Bond
or coupon issued pursuant hereto shall for any reason be
held to be invalid, illegal or unenforceable in any respect,
such invalidity, illegality or unenforceability shall not affect
any other provisions of this Ordinance or of said Bonds or
coupons, and this Ordinance or said Bonds or coupons
shall be construed and enforced as if such invalid, iilegal
or unenforceable provisions had never been contained
therein.

SECTION 3.

ARTICLE III
CONCERNING THE BONDS

SECTION 3.01. Forms Generally. All Bonds, and the cou-
pons, if any, appertaining thereto, shall be in substantially
the forms set forth in this Article, with such appropriate
insertions, omissions, substitutions and other variations as
are required or permitted by this Ordinance, and may be
designated as of such Series by date, number, letter or
otherwise and may also have such individual letters, iden-
tifying numbers or other marks, and such descriptive pan-
els,_registration panels, legends or endorsements placed

)

thereon, as_may, consistently with this ‘Ordindnce and the

Act, be determined by the Director of Finance. The Bonds
may also have printed thereon or on the reverse thereof the
text of an approving legal opinion with respect thereto and
an appropriate certificate as to its correspondence with an
executed counterpart may be included on the face or on the
reverse of the Bonds, Any portion of the text of any Bond
may be set forth on the reverse thereof with an appropriate
reference on the face of the bond.

SecTioN 3.02. Form of Fully Registered Bond. Fully
registered bonds shall be substantially in the following
form:

APRP, NO, 3973




(Form of Fully Registered Bond)

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

{Numerical Designation] $
[Series Designation]

[Interest Rate: 9% Semi-annual Interest § ]

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

or registered assigns, on
, unless this Bord shall be redeemable
® and shall have previously been called for redemption and
payment of the redemption price made or provided for,
from the rentals, revenues and moneys of the City pledged
for the payment hereof pursuant to the General Gas Works
Revenue Bond Ordinance of 1975 (Ordinance No.
approved . 1975) of the City (the 1975
S Ordinance) but solely therefrom and not othemlse upon
surrender hereof, the principal sum of
Dollars (3 ), and the pay interest on such prin-
————————cipal_amouni in like_money. but solely from said rentals,
revenues_and_moneys aforesaid, 1o thé registered ownerby—— - - - - ———- - = - T
check or draft mailed to the registered owner at his address
3 ag it appears on the bond register, from the interest pay-
ment date next preceding the date hereof, unless the date
hereof shall be an interest payment date, in which case
from the date hereof, initially on
and thereafter on each subsequent and
until payment of such principal amount, or
| provisions therefor, shall have been made upon redemption
or at or after maturity, at the annual rate shown hereon.
The principal of and interest on this bond and the premiam,
if any, payable upon redemption are payable at the prin-
cipal Philadelphia office of

APP. NQ., I97-4




Tigeal Agent of the City, in Philadelphia, Penrsylvania, or
at the principal office of any successor Ficcal Agent ap-
pointed under the 1975 Ordinance.

This Bond is one of a duly authorized issue of bonds of
the City designated as its Gas Works Revenue Bonds of the
Series designated hereon (the Bonds), limited in aggregate
principal amaunt to $ issued or to be issued pur-
suant to The First Class City Revenue Bond Act (Act No.
234 of the Pennsylvania General Assembly approved Octo-
ber 18, 1972, 53 P.S. §15901) (the Act) under the 1975
Ordinance and supplemental ordinance dated
The Bonds, together with all previous bonds of the City, 1f
any, issued under the 1975 Ordinance and under previous
supplemental ordinances and together with all bonds of the
City hereafter issued under the 1975 Ordinance and all sub-

" sequent supplemental ordinances, are and will be equally

and ratably secured under the 1975 Ordinance by a pledge
of all the rents, rates and charges impesed or charged by
the City for the use of or services rendered by the Gas
Works of the City and of certain other moneys derived from
the (Gas Works and from the investment of such revenue.
The 1975 Ordinance requires such revenues to be applied
in order of priority to net operating expenses, sinking fund
payments required by the 1975 Ordinance, payment of gen-
eral obligation bonds of the City adjudged to be self-
liquidating from Gas Works revenues, debt service on other

yemeral-obligation-bonds—issued—for-the-Ges-Works,City

tharges—and—any-other-proper-purpese-of-the-GCity— . ..

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

APP. NQ. 3977




redemption date, the principal amount herzof with the ap-
plicable premium, if any.

Reference is hereby made to the 1975 Ordinance for a
statement of the terma and conditions under which previous
bonds, if any, have been issued, under which the Bonds are
issued and under which additional bonds will be issued, and
for a statement of the particular rentals, revenues and
moneys pledged for the security and payment of all bonds
issued under the 1975 Ordinance, the nature, extent and
manner of enforcement of the security, the terms and con-
ditions under which the 1975 Ordinance may be amended
or modified, and the rights of the holders or registered
owners of the Bonds with respect to such security. The
City hereby represents to and covenants with the regis-
tered owner of this Bond that no Gas Works revenue bonds
of the City have been or will be issued for the payment of
which the holder has or shall have a prior lien on or secu-
rity interest in the revenues pledged for the payment of thia
Bond or a prior right to payment therefrom and that all
Gas Works revenue bonds which have been or will be
equally and ratably secured by such pledged revenues have
and will be issued in accordance with the provisions of the
1975 Ordinance. However, nothing herein contained shall be
construed to prevent the City from financing Gas Works
projects by the issuance of its general obligation bonds or
by the issuance of Gas Works revenue bonds under other

‘“authorization -for ‘the payment~of -which- project-revenues - - -

of the Gas Works may be pledged subject and subordinate
in each fiscal year to the prior payment from such revenues
of all principal, premium, interest and sinking fund re-
quirements payable during such fiscal year under the 1975
Ordinance in respect of Gas Works Revenue Bonds issued
and outstanding thereunder,

In the manner. and. upon the terms and conditions pro--
vided in the 1975 Ordinance,.

(here insert specific provisions with respect to redemp-
tion, including, if applicable, mandatory redemption)
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If less than an entire year's maturity is to be redeemed
at any particular time, the Bonds or nortions thereof to be
redeemed shall be chosen by the Fizcal Agent by lot.

Each such redemption shall be made after notice by pub-
lication once s week for two successive weeks in not less
than two or more than four daily newspapers published
and of general circulation in the City of Philadelphia,
Pennsylvania, the first publication to be not less than thirty
(30) days or more than sixty (60) days prior to the date
fixed for redemption. Notice having been so given and pro-
vision having been made for redemption from funds on
deposit with the Fiscal Agent or Sinking Fund Depositary,
all interest on Bonds called for redemption accruing after
the date fixed for redemption shall cease, and the holders
or registered owners of the Bonds called for redemption

- ghall have no security, benefit or lien under the 1975 Ordi-

nance or any right except to receive payment of the redemp-
tion price.

This Bond is tranaferable and exchangeable by the regis-
tered owner hereof in person or by his attormey duly
authorized in writing, at the principal Philadelphia office
of the Fiscal Agent, but only in the manner, subject to the
limitations and upon payment of the charges provided in
the 1975 Ordinance, and upon surrender and cancellation
of this Bond. Upon any such transier or exchange, the
City shall issue in the name of the transferee or of the

registered-owner-herecf;- and-shall deliverin-exchangefor—————

,w——n—-mu.. . ke L

this Bond, to or upon the order 6f Such Tegistered-owner;a -

new registered Bond or new registered Bonds in authorized
denominations aggregating the principal amount hereof or
a coupon Bond or coupon Bonds of such denominations and
aggregate principal amount with coupons attached repre-
senting all unpaid interest due or to become due and, in each
case, maturing on the same date and bearing interest at the
same rate as this Bond, and bearing the same designation
as to series or subseries aa this Bond.

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

The City and the Fiscal Agent may treat the person in
whose name this Bond is registered as the absolute owner
hereof for all purposes whether or not this Bond or any
installment of interest be overdue, and neither the City
nor the Fiscal Agent shall be affected by any notice to the
contrary. All payments of the principal, or premium upon
redemption, of this Bond or of interest hereon to such regis-
tered owner in the manner herein and in the 1975 Ordinance
set forth shall be valid and effectual to satisfy and discharge
the liability upon this Bond to the extent of the sum or
sums 30 paid whether or not notation of the same be made
hereon, and any consent, waiver or other action taken by
such registered owner pursuant to the provisions of the
1975 Ordinance shall be conclusive and binding upon such
registered owner, his heirs, successors or assigns, and upen
all transferees hereof whether or not notation thereof be
made hereon or on any Bond issued in exchange or transfer
hereof.

In_case an _event of default, as defined in the 1975 Ordi-

nance,_shall occir, the principal of all bondg then sutstand-—"" ~~7— "~~~

ing under the 1975 Ordinance may be declared or may
become due and payable and any such declarations may
thereafter be annulled, all upon the conditions and in the
manner and with the effect provided in the 1975 Ordinance
and in the Act.

This Bond is a special obligation of the City payable
solely from the pledged rentals, revenues and moneys and
neither the credit nor the taxing power of the City is
pledged for the payment of the principal of, premium, if
any, or inferest on this Bond, nor shall this Bond be
deemed to be a general obligation of the City.
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Tt is hereby certified that all conditirms, acts and things
required te exist, happen and be rerformed under the Act
and under the 1975 Ordinance precedent to and in the issu-
ance of this Bond, exist, have happened and have heen per-
formed, and that the issuance and delivery of this Bond
have been duly authorized by Ordinance of the City duly
adopted.

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

CITY OF
PHILADELPHIA

Countersigned and Attested By ...
by (Facsimile Signature) ' Authorized Officer

City Controller BY o .
Authorized Officer

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

< = —~—--~-—~(Farm of-CGoupon-Bond J- —--—+ "=~

-

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

(Numerical Designation) $
{Series Designation)
%

The City of Philadeiphia, Pennsyivania (the City), for
value received, hereby promises to pay in lawful money of
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the United States of Americz {c the bearer, or if this Bond
is registered as to principal as hereinafter provided, to the
registered owner hereof, on unless this
Bond shall be redeemable and shall have previously been
cailed for redemption and payment of the redemption price
made or provided for, from the rentals, revenues and
moneys of the City pledged for the payment hereof pursu-
ant to the Geperal Gas Works Revenue Bond Ordinance of
1975 (Ordinance No. approved , 1975) of
the City (the 1975 Ordinance) but solaly therefrom and not
otherwise, upon surrender hereof, the principal sum of

Dollars (3 }, and to pay interest on such
principal amount in like money, but solely from said rentals,
revenues and moneys aforesaid, from the date hereof in-

itially on and thereafter on each subsequent
and until payment of such
] principal amount, or provision therefor, shall have been

made upon redemption or at or after maturity, at the an-

nual rate shown hereon, but, with respect to interest ac-

crued at or prier to maturity, only upon presentation and

surrender of the coupons for interest hereunto appertaining

as they severally mature. The principal of and interest on

] this Bond and the premium, if any, payable upon redemp-
tion, are payable at the principal Philadelphia office of

, Fiscal Agent of the City.

—————-—_Jp.ﬁmladelphla Pennaylvania, or at the principal office of
———— . any _successor Fiscal"Agent appointed tmder-the—1975-Ordi—

nance,

This Bond is one of a duly authorized issue of bonds of
the City designated as its Gas Works Revenue Bonds of
the series designated hereon (the Bonds), limited in aggre-
gate principal amount to § , izsued or to be issued
pursuant to The First Class City Revenue Bond Act {Act
No. 234 of the Pennsylvania General Assembly approved
October 18, 1972, 53 P.S. §16901) (the Act) under the 1975
Ordinance and supplemental ordinance dated

. The Bonds, together with all previous bonda
of the City, if any, iasued under the 1975 Ordinance and
under previous supplemental ordinances and together with
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all Hends of the City hereafter issued under the 1975 Ordi- :
ranca and all subsequent supplemental! ardinances are and (3
will be equally and ratably secured urder the 1975 Ordi-
nance by a pledge of all the rents, rates and charges im-
posed or charged by the City for the use of or services ren-
dered by the Gas Works of the City and of certain other
moneys derived from the Gas Works and from the invest-
ment of such revenue. The 1975 Ordinance requires such
revenues to be applied in order of priority to net operating
expenses, sinking fund payments required by the 1975 Ordi-
nance, payment of general obligation bonds of the City ad-
judged to be self-liquidating from Gas Works revenues, debt
service on other geners! obligation bands issued for the Gas
Works, City charges and any other proper purpose of the
City.

The City covenants, so long as this Bond shall remain
outstanding, to make payments of interest on the indebted-
ness represented by this Bond, upon surrender of the appli-
cable coupons, out of its Gas Works Revenue Bond Sinking

¥ Fund in the amount shown on the respective coupons here-
unto appertaining on each interest payment date of this
Bond and to pay, upon surrender hereof, from said Sinking
Fund on the maturity date hereof or, if this Bond shall be
selected for mandatory or optional redemption, then on the ¢
applicable redemption date, the principal amount hereof
) with the applicable premtum, if any.

s

3 2L e B M T e,

Reference is hereby made to the 1975 Ordinance for a
e statement of the terms and conditions under which previous
- — T mom = ~—bonds, if aliy; nave-been-issued;-under—which-the Bonds are

issued and under which-additional-bonds-will-be_issued, and
for a statement of the particular rentals, revenues and
moneys pledged for the security and payment of all bonds
issued under the 1975 Ordinance, the nature, extent and
manner of enforcement of the security, the terms and con-
ditions under which the 1975 Ordinance may be amended or
modified, and the rights of the holders or registered owners
of the Bonds with respect to such security. The City hereby
represents to and covenants with the holder of this Bond
that no Gas Works Revenue Bonds of the City have been

EIGET NI |

L YR,

ol et
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or will be issued for the payment of which the hoider has or
shall have a prior lien on or security interest in the revenues
pledged for the payment of this Bond or a prior right to
payment therefrom and that all Gas Works revenue bonds
which have been or will be equally and ratably secured by
such pledged revenues have and will be issued in accordance
with the provisions of the 1975 Ordinance. However, noth-
ing herein contained shall be construed to prevent the City
from fnancing Gas Works projects by the issuance of its
general obligation bonds or by the issuance of Gas Works
revenue bonds under other authorization for the payment of
which project revenues of the Gas Works may be pledged
subject and subordinate in asach fiscal year to the prior
payment from such revenues of all principal, premium,
interest and sinking fund requirements payable during such
fiscal year under the 1975 Ordinance in respect of Gas
Works Revenue Bonds issued and outstanding thereunder.

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

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

1f less than an entire year's maturity is to be redeemed at
any particular time, the Bonds or portions thereof to be
_ Epgl‘sf_med_shall be chosen by the Fiscal Agent by lot.

Each such redempt‘i?in“sh'a'l‘}"be—ma—de-—a-fter:ngt'ic.é—b} i

publication once a week for two successive weeks in not
less than two or more than four daily newspapers published
and of general circulation in the City of Philadelphia,
Pennsylvania, the first publication to be not iess than thirty
(30) days nor more than sixty (60) days prior to the date
fixed for redemption. Notice having been so given and
provision having been made for redemption from funds on
deposit with the Fiscal Agent or Sinking Fund Depositary,
al] interest on Bonds called for redemption accruing after
the date fixed for redemption shall cease, and the holders or
registered owners of the Bonds called for redemption shall
have no security, benefit or lien under the 1976 Ordinance
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or any right except to receive payment of the redemption
price.

PR by b gty = PN T

This Bond is transferable by delivery unless registered
[ as to principal in the name of the owner on the bond register .
- of the City to be kept for that purpose at the principal
Philadelphia Office of the Fiscal Agent, such registration &
to be noted hereon by the Fiscal Agent on behalf of the City.
After such registration no transfer shall be valid unless !
made by the registered owner in person or by his duly
b authorized attorney and similarly noted upon said bond reg-
ister and hereon. This Bond, however, may be discharged
from registration by being in like manner transferred to
bearer, and thereupon transferability by delivery shail be
restored after which this Bond may again from time to time
be registered or made tranasferable by delivery as before.
y " Such registration, however, shall not affect the negotiability
of the coupons for interest hereto attached, which shall al-
ways continue to be payable to bearer and to be tranafer-
able by delivery. :

This Bond is exchangeable by the holder or, if regiatered
as to principal, by the registered owner in person or by his
attorney duly authorized in writing, at the principal Phila- !
delphia office of the Fiscal Agent, but only in the manner,
- T _ subject to the limitations, and upon payment of the charges ;
“'w@ﬁm@d%&%éiﬁap@ha d_upon surrender of this

~ Bond Upon request-for-such_exchange, the City shall-issuwe—
in the name of the holder or registered owner of his nomiinee
or in bearer form at the option of the holder or registered
owner, and shall deliver in exchange for this Bond, to or
upon the order of the holder or registered owner, a new
registered Bond or new registered Bond in authorized de-
nominations aggregating the principal amount hereof or
a new coupon Bond or coupon Bonds of such demoninations
and aggregate principal amount with coupons attached
representing all unpaid interest due or to become due and,
in each case, maturing on the same date and bearing inferest
at the same rate as this Bond, and bearing the same designa-
tion as to series or subseries as this Bond.
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As provided by the Act, this Bond, its transfer and the
income therefrom (including any gains made on the sale
thereof other than underwriting profits in a distribution
thereof} shall at all times be free from taxation within and
by the Commonwealth of Pennsylvania but this exemption

~ shall not extend to the underwriting profits or to gift,

succession or inheritance taxes or any other taxes not levied
directly on this Bond, the receipt of income therefrom, or
the realization of gains on the sale thereof.

The City and the Fiscal Agent may treat the holder of
this Bond if it shall not at the time be registered as to
principal, the registered owner of this Bond if it shall at
the time be so registered, and the holder of any coupon
appertaining hereto, whether or not this Bond shall be so0
registered, as the absolute owner of this Bond or such
coupon, as the case may be, for all purposes whether or not
thiz Bond or such coupon be overdue, and neither the City
nor the Fiscal Agent shall be affected by any notice to the
contrary. Any consent, waiver or other action taken by the
holder or registered owner hereof pursuant to the provisions
of the 1975 Ordinance shall be conciugive and binding upon
such holder or registered owner, his heirs, successors or
assigns and upon all transferees hereof whether or not
notation thercof be made hereon or on any Bond issued in
exchange hereof.

- =In case-an eventor-default-as-defined-in-the.1875 Ordj-

nanbce, shall occur, the principal-of-all-bonds_then outstand-

ing under the 1975 Ordinance may be declared or may
become due and payable and any such declarations may
thereafter be annulled, all upon the conditions and in the
manner and with the effect provided in the 1975 Ordinance
and in the Act.

This Bond is a special obligation of the City payable
solely from the pledged rentals, revenues and moneys and
neither the credit nor the taxing power of the City is
pledged for the payment of the principal of, premium, if
any, or interest on this Bond, nor shall this Bond be deemed
to be a general obligation of the City.
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T ia hersby cer‘ified *hat =l conditinne -~ris and things
required to exist, happen and be performes under the Act
and under the 1973 Ordinance preicdent to and in the
issuance of this Bond, exist, have happened and have been
performed, and that the issuance and delivery of this Bond
have been duly authorized by Ordinance of the City duly

adopted.

IN WITNESS WHEREOQF, The City of Philadelphia has
caused this Bond to be properly executed by its Fiscal
Agent, by two duly authorized officers thereof, and the fac-
simile of the seal of the City of Philadelphia to be imprinted
hereon, and to be duly countersigned and attested by a
facsimile signature of the City Controller, and has also
caused the coupons hereto attached to be authenticated with

~ the facsimile signature of the City Controller, as of

Countersigned and

Attested by CITY OF PHILADELPHIA
(Facsimile Signature) By v

City Controller Fiscal Agent
By .o

Authorized Officer

(Eorm-of-Coupon)—-

Coupon No. $

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

CITY OF PHILADELPHIA

City Controller

SectioN 3.04. General Form, Content and Payment of
Bonds. Bonds shall be generally designated as Gas Works
Revenue Bonds of the City and shail be issued in such
series and within such series in such subseries as the City
may from time to time determine. The aggregate principal
amount of Bonds which may be issued, authenticated and
delivered under this Ordinance is unlimited, but prior to
isguance of each Series of Bonds, the City shall adopt a
Supplemental Ordinance authorizing such Series.

The Bonds of each Series may be issued in coupon form
with principal payable to bearer or registered as to principal
only, in fully registered form, or may consist in whole or
in part of one or more installment Bonds in fully registered
form payable &8 to principal or subject to mandatory re-
demption in annual installments, or any combination of the
foregoing, shall be issued in such aggregate principal
—amount, shall be dated on or as of such date or dates, shall

mandatory redemption in such principal amounts~and—on-—
such dates, shall bear interest from such date or dates and
at such rate or rates, shall be subject to opticnal redemption
at such times and upon such terms, and shall contain such
other terms and conditions not inconsistent with this Ordi-
nance or the Act, all as shall be determined by the City and
set forth in the supplemental ordinance under which such
bonds are issued, or as shall be determined by a designated
officer or officers of the City thereuntc authorized by the
Supplemental Ordinance, or in the absence of such pro-
visions or designation, as shall be determined by the Di-
rector of Finance as specified in Section 4.05.
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The principal of and interest on {except the final install-
ment of prineipal and the interest then payable) and the
principal, premium, if any, and accrued interest payable
upon partial redemption with respect to, all fully regiatered
installment Bonds, and the interest payable in respect of

B fully registered Bonds, shall be payable by check or draft.
of the Fiscal Agent mailed to the registered owner of such
Bonds at the address of such owner as it appears upon the
bond register, and the records of the Fiscal Agent shall be
conclusive as to such payment and shall bind such owner,
his successors and assigns whether or not such payment be
® noted on such Bond. Except as aforesaid, the principal of
all Bonds, the premium, if any, payable upon redemption
thereof, and the interest on all conpon Bonds paysable at
or prior to maturity, shall be payable in lawful money of
 the United States of America at the principal Philadeiphia
office of the Fiscal Agent in Philadeiphia, Pennsylvania, or
4 at the principal office of a paying agent designated in such
Bonds, but with respect to such principal, only upon presen-
tation and surrender of such Bonds, or with reapect to
interest payable at or prior to maturity of such coupon
Bonds, only upon presentation and surrender of the respec-
tive coupons for interest, except as otherwise herein pro-
vided with respect to mutilated, destroyed, lost or stolen
Bonds or coupons,

Each Bond executed and delivered upon any transfer,

—— T T T = = changa-or ion, shall carry all the rights to inter-

est-accrued-and_unpaid, arnd to-acerue; w !

by the Bond or Bonds mtmﬁs'@h*tmnsfer—or——m
exchange, or 83 the case may be, the part thereof repre-
sented by such new Bond or Bonds, and notwithstanding
anything to the contrary contained in this Ordinance, such
new Bond, if a fully registered Bond, shall be so dated,
and, if & coupon Bond, shall have attached thereto such
coupons, that neither gain nor loss in interest shall result
from such tranafer, exchange, or substitution.

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

SECTION 3.05. Registration of Bonds, Registrar, Bond
Register. The City shall keep or cause to be kept at the
principal Philadelphia office of the Fiscal Agent, books for
the registration and transfer of Bonds entitled -to registra-
tion and transfer; and the City will register or transfer or
cause to be registered or transferred therein, as hereinafter
provided and under such reasonable regulations as may be
prescribed by the Director of Finance, any Bonds entitled
to be so registered or transferred, upon presentation for
such purpose. The Fiscal Agent is hereby appointed the
registrar of the City for the purpose of registering, trans-
ferring and exchanging the Bonds. The books kept pursuant
to this Section are herein and in the Bonds referred to as
the bond register.

SECTION 3.06. Bonds are Negotiable Instruments. The
Bonds shall have the qualities of negotiable instruments
under the law merchant and the laws pertaining to negoti-
able instruments of the Commonwealth of Pennsylvania,
sub1 ect to the provisions for registration and transfer con-
in-Seetion-3:07-and-3.08-and_in-the Bonds

SEcTION 3.07. Tronsfer of Coupon Bonds. Ali—c‘tmpon
Bonds shall be negotiable and title thereto shall pass by
delivery unless registered as to principal in the manner
hereinafter provided. The bearer of any coupon Bond may
have the ownership of the principal thereof registered on
the bond register required to be kept pursuant to Section
3.05, and such registration shall be noted on the Bond.
After such registration no transfer shall be valid unless
made on such books by the registered owner in person, or
by his duly authorized attormey, and similarly noted on
the Bond ; but such Bond may be discharged from registra-
tion by being in like manner transferred to bearer, and

APP. NO, 39720



thereupon transferability by delivery shall be restored; and
such Bond may again, from time to time, be registered or
discharged from registration in the same manner as before.
Such registration, however, shall not affect the negotiability
by delivery of the coupons, but every such coupon shall con-
tinue to be transferable by delivery and shall remain pay-
able to bearer.

SECTION 3.08. Regisiration and Transfer of Fully Kegis-
tered Bonds. The names and addresses of the registered
owners of all fully registered Bonds together with a brief
description of the Bonds so registered shall be recorded in
the bond register. Any fully registered Bond may be trans-
ferred at the principal Philadelphia office of the Fiacal
Agent or surrendered for transfer at the principal office of
one of the paying agents designated in such Bond, upon
surrender of such Bond accompanied by delivery of a
written instrument of transfer in form approved by the
N Director of Finance, duly executed by the registered owner
3 of such Bond or his duly authorized attorney, and there-
upon the City and the Fiscal Agent shall execute in the
name of the transferee or transferees, and the Fiscal Agent
shall deliver, a new fully registered Bond, or new fully reg-
istered Bonds, of like form, of the same Series, bearing the
same rate of interest, of the same maturity, and for the
J same aggregate principal amount.

SEcTION 3.09. Exchange of Bonds. All Bonds of any
ST T s o T Series issued heresunder shall be exchangeable for like Bonds -
“of different authorizéd- dén‘mrratrons—or—ﬁef—gapds:m_.dm____
ferent form of the same Series; as"the-case-may-be,.and, in..
each case, in the same aggregate principal smount, matur-
ing on the same dates and bearing the same rate of interest
a3 the Bonds to be exchanged, all in the manner herein-
after provided. The holder of any bearer coupon Bond or
Bonds or the registered owner of any registered Bond or
Bonds desiring to exchange such Bond or Bonds shall aur-
render (or, in the case of registered Bonds, shall cause his
attorney thereunto duly authorized to surrender) such
Bond or Bonds in negotiable form or, as the case may be,
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accompanied by an appropriate instrument of tiransfer,
together with all unmatured coupons appertaining to cou-
pon Bonda so surrendered, at the principal Philadelphia
office of the Fiscal Agent or at the principal office of one of
the paying agents designated in the Bonds, together with
a written request for-exchange, in form approved. by the
Director of Finance, setting forth the form of Bond or
Bonds requested to be issued in exchange, the denomination
or denominations thereof and, if to be issued in partial or
fully registered form, the person or persons in whose name
such Bonds are to be registered. Thereupon and subject to
the provisions of Section 3.10, the City and the Fiscal
Agent shall execute and deliver to the persons thereunto
ertitled 2 new Bond or new Bonds in the form requested in
authorized denominations aggregating the principal. amount
of the Bond or Bonds surrendered, maturing as to principal
on the same date or dates, bearing the same rate of interest,
and bearing the same designation as to series. All fully
registered Bonds issued in exchange for Bonds of any
series shall be dated on the date of issuance thereof and
shall bear interest from the date from which interest was
initially payable with respect to such Series or from the
next preceding interest payment date of such Series, which-
ever is later, or, if the date of authentication shall be an
interest payment date of such Series, from such date. All
coupon Bonds i3sued in exchange for Bonds of any Series

shall be dated as of-the-date of-tRe-imitial-issuance-of-sueh—

Series and all matured coupons shali beremoved- from—such

Bonds prior to their authentication and delivery in ex-
change. For the purpose of exchange, a fully registered
installment Bond shall be deemed to represent separate
Bonds each in the amount and of the maturity of the
annual installments of principal provided for in such Bond.

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

The City shall not be required to make (a)} any exchange
or transfer of any Bonds during the period of fifteen busi-
ness days next preceding any interest payment date for
such Bonds, or (b) any exchange or {ransfer of any Bonds
during the period of twenty business days next preceding
the first publication or mallmg of any notice of redemption
of such Bonds.

All Bonds surrendered for exchange and the coupons, if
any, attached thereto and all registered Bonds without
coupons surrendered for transfer, shall be cancelled as the
principal thereof and the coupons severally become due and

- payable and after such due date, may be cremated, shredded

or otherwise destroyed by the Fiscal Agent.

All Bonds executed, authenticated and delivered in ex-
change for Bonds surrendered or upon the transfer of
registered Bonds shall be valid obligations of the City,
evidencing the same debt as the Bonds surrendered, snd
shall be secured by this Ordinance to the same extent asg
such surrendered Bonds. :

SECTION 3.11. Quwnerskip of Bonds. The (City, the Fis-
cal Agent and any paying agent designated in any Bond
may treat the holder of any coupon Bond if it shall not at
—“the-time-be-registered-as-toprir he_registered owner
~—pf-gny-coupon-Bond-if-it-shall_at the tims be so registered,-
the holder of any coupon appertaining to a Md
whether or not such coupon Bond shall be so registered,
and the registered owner of any fully registered Bond, as
the absolute owmer of such Bond or such coupon, as the
case may be, for all purposes whether or not such Bond
or such coupon shall be overdue, and neither the City, the
Fiscal Agent nor any paying agent shall be affected by
any notice to the contrary. Any consent, waiver or other
action taken by the holder of any bearer coupon Bond or
by the registered owner 6f any Bond other than a bearer
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coupon Bond pursuant to the provisions of this Ordinance
shall be conclusive and binding upon such Holder, his
heirs, successors or asgsigns, and upon all transferees of
such Bond whether or not notation of such consent, waiver
or other action shall have been made on such Bond or on

» any Bond issued-in exchange therefor,

SECTION 3.12. Definitive and Temporary Bonds. Bonds
in definitive form shall be fully engraved or printed or
lithographed on steel engraved borders. Until Bonds in de-
finitive form of any Series are ready for delivery, the City

_J and the Fiscal Agent may execute, and, upon the requsat
of the City in writing, the Fiscal Agent shall deliver in
lieu of any such Bonds, and subject to the same provisions,
limitations and conditions, one or more printad, litho-
graphed or typewritten Bonds in temporary form, substan-
tially of the tenor of the Bonds hereinbefore described,

] without coupons or with one or more coupons, and with
appropriate omissions, variations and insertions. Such
Bond or Bonds in temporary form may be for the amount
of any authorized denomination or any multiple thereof,
as the Director of Finance may determine. Until exchanged
for Bonds in definitive form such Bonds in temporary form

J shall be entitled to the benefit of this Ordinance. Unless
otherwise agreed with the Holder of such temporary Bond
or Bonds, the City shall, without unreasonable delay, pre-

T ————parer—exectto-and-deliver to the Fiscal Agent, and there-

upon;—upon—the_presentation_and_surrender. of any Bond "

or Bonds in temporary form, the Fiscal Agent shall execute
and deliver, in exchange therefor, a Bond or Bonds in de-
finitive form of the same Series and same maturity for the
same aggregate principal amount as the Bond or Bonds in
temporary form surrendered. Such exchange shall be made
by the City at its own expenae and without making any
charge therefor, Until such Bonda in definitive form are
ready for delivery, the Holder of one or more Bonds in
temporary form may, with the consent of the City, ex-
change the same, upon surrender thereof to the Fiscal
Agent for cancellation, for Bonds in temporary form of
like aggregate principal amount, of the same Series and
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maturity, in a2uthorized denominations and bearing all un-
matured coupons, if any.

SECTION 3.13. Fzeculion of Bonds. The Bonds shall be
executed on behalf of the City by the Fiscal Agent by the
manual signatures of two of its duly authorized officers,
under the seal of the City which shall be either affixed or
reproduced thereon in facsimile and shall be countersigned
and attested by the manual or facsimile signature of the
Controller, all in accordance with the Act of March 24,
1949, P. L. 312, or in such other manner as shzll be au-
thorized by law and prescribed by supplemental ordinance.
The coupons attached to coupon Bouds shall be executed on
behalf of the City by the facsimile signature of the City
Controller. Any such Bonds or coupons may be executed,
isgued and delivered notwithstanding that one or more of

- the officers signing such Bonds or whoge facsimile signa-
ture shall be upon such Bonds or coupons or any thereof,
shall have ceased to be such officer or officers at the time
when such Bonds shall actually be delivered, and although
at the nominpal date of the Bond any such persen shall not
have been such officer. ‘

. SecTioN 3.14. Mutilated, Destroyed, Lost or Stolen
Bonds., Upon receipt by the Fiscal Agent and the City of
evidence satisfactory to both of them that any outstanding
Bond or coupon has been destroyed, lost or stolen, and of
indemnity satisfactory to both of them, then, in the ab-
sence of notice to the City or to the Fiscal Agent that such

—_ e

Bond or-coupon: it—afeged=to-have-heen—tost—or stolen _has

been acquired by a bong fide—purchaser—or—if-a—Bond_or_ .
coupon has been mutilated, the City in its discretion acting
through the Director of Finance, may execute and deliver
a new bond of the same Series and same maturity and of
like tenor {which shall have attached the same correspond-
ing coupons, if any, as the mutilated, destroyed, lost or
stolen Bond if such Bond were a coupon Bond) in exchange
and substitution for, and upon surrender and cancellation
of, the mutilated Bond and coupons, if any, or in lieu of
and in substitution for the Bond and coupons, if any, so
destroyed, lost or stolen.
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The City may, for each new bond authenticated and
delivered under the provisions of this Section, require the
payment of the expenses, including counsel fees, which may
be incurred by the City and the Fiscal Agent in the prem-
ises. In case any such mutilated, lost or stolen Bond or
coupon has-become or is about to become due and payable,
the City, in ita discretion, may, instead of issuing a new
Bond or coupen, direct the payment thereof at maturity
and the Fiscal Agent shall thereupon pay the same.

Any Bond or coupon issued under the provisions of this
Section in lieu of any Bond or coupon alleged to be de-
stroyed, lost or stolen shall constitute an original addi-
tional contractual obligation on the part of the City whether
or not the Bond or coupon so alleged to be destroyed, lost
or stolen be at any time enforceable by anyone, and shall
be equally and proportionsately entitled to the benefits of
this Ordinance with all other Bonda and coupons issued
under this Ordinance.

SECTION 8.15. Installment Bonds—-Intertm Certificates.
Nothing in this Ordinance shall be construed to prohibit
the authorization by supplemental ordinance of install-
ment Bonds in the forms above provided with appropriate
modifications or to prohibit the issuance of interim certifl-
cates pending the delivery of definitive Bonds in such form
as shall be approved by the City Solicitor.

SECTION-4: T —-—= == pu—e—,
ARTICLE IV
ISSUANCE OF BONDS—SUPPLEMENTAL
ORDINANCES

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

SECTION 4.02. Pledye of Revenues; Grant of Security
Interest; Application of Revenues. The City hereby
pledges for the security and payment of all Bonds and
coupons, if any, issued under this Ordinance and hereby
grants & security interest in, all rents, rates and charges
imposed or charged by the City upon the owners or occu-
pants of propertiea connected to, and upon all users of,
gas distributed by the Gas Works and all other revenues
derived therefrom (the Project Revenues) as such term is
defined in the Act and all accounts, contract rights and
general intangibles representing the Project Revenues, and
in each case, the proceeds of the foregoing. For the purpose

. of compliance with the filing requirements of the Uniform

Commercial Code in order to perfect the security interest
herein granted, the Fiscal’ Agent shall be deemed to be and
the City hereby recognizea the Fiscal Agent as, the repre-
sentative of bondhelders to execute financing statements
as the secured party. Subject to the provisions of Section
7.02 hereof, all Project Revenues as and when collected in
each fiscal year shall be applied first to Net Operating Ex-
penses; second, to required payments into the Sinking
Fund herein created to pay the principal of and interest
on all Bonds issued hereunder and, if required, fo accumu-
late, or to reatore any deficiency in, the Sinking Fund Re-
serve; third, to the payment of any general obligation

T T T "Yondy adjudged-to -be—self:liquidating-on ﬂTe—busrs—Uf-such:—.—

expected revenues; fourth, to tiie payment of interest~and—
sinking fund charges of other general obligation debt in-
curred for the Gas Works, and fifth, to the payment of
City Charges. Any balance remaining may be applied to
any proper purpose of the City. The foregoing provisions
shall not be construed te require the segregation upon col-
lection of revenues prior to default in the payment of the
principal of and interest on Bonda.

SECTION 4.03. Particular Covenants. The City cove-
nants with the Holders of all Bonds from time to time and
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at the time oulstanding under this Drdinance, thst so long
as any such Bonds shall remain cuistanding:

(a) No Bonds will be issued by the City hereunder or
under any ordinance supplemental hereto unless the
financial report of the chief fiscal officer of the City re-
quired by Section 8 of the Act to be filed with the City
Council shall be accompanied by an engineering report
of an independent consulting engineer or an independent
firm of consulting engineers, in either case having broad
experience in the design and analysis of the operation
of gas works or gas distribution systems of the magni-
tude and scope of the Gas Works and a favorable repu-
tation for competence in such field (the Engineers} set-
ting forth the qualifications of the Engineers and:

(i) containing a ststement that the Engineers have
D made such investigation of the physical properties in-
cluded in the Gas Works and of the books and records
of the Geas Works maintained by the City or by the
Msanager, as they deemed necessary; and

(i1} on the basis of such investigation containing:

) (aa) the same matters, statements and opinion
as are required by Section 8 of the Act to be con-
tained in the financial report of the chief fiscal
[ pr— officer supported by appropriate schedules and

. SUMMITATIeN; ~  ——— — — -t o o

(bb) a statement that the Gas Works rents, ¥ates—————er e~~~
and charges, on the basis of which the statements

required by the foregoing clause (aa) are made,

are currently and will be sufficient to comply with

the Rate Covenant set forth in Section 4.03(b);

and

{cc) a statement that, in the opinion of the engi-

neers, the Gas Works are in good operating con-

dition or that adequate steps are being taken to

make them so.

(b) it will, at & minimum, impose, charge and collect in
each Fiscal Year such gas rates and charges as shall,

I’ . APP. NO. 397-28
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together with all other Project Revenues (as defined
in the Act) to be received in such Fiscal Year, equal not
less than the greater of :

A. The sum of:

(i) all Net Operating Expenses payable during such
Fiscal Year;

(ii) 150% of the amount required to pay sinking
fund requirements for principal of and interest on
ail Bonds issued and outstanding hereunder which
will become due and payable during such Fiscal Year;
and

(iii) 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) all Sinking Fund deposits required during such
Fiscal Year in reapect of all outstanding Bonda 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.

The Gas Commission is hereby authorized and directed,

—without—further—authorization, to_impose and charge and

to-collect~or-cause-to-be_collected, rents, rafes and charges — -

which shall be suflicient in each Fiscal Year to comply
with the foregoing Rate Covenant.

{¢)} It will pay or cause the Fiscal Agent or paying
agent to pay from the Project Revenues deposited in
the Sinking Fund the principal of, premium, if any, and
interest on all Bonds as the same shall become due and
payable and as more particularly set forth in-the Bonda. ..

(d) It will continuously maintain in good cendition and
continuously operate the Gas Workas,
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{e) It will not in any Fiscal Vear pay from the 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 unless prior thereto or concurrently
therewith all sinking fund charges in respect of Bonda
issued and outstanding hereunder for such Fiscal Year,
then payable, shall have been deposited in the Sinking
Fund created hereby.

(f) It will not refund from the proceeds of Bonds any
debt of the City represented by general obligation bonds
or notes issued prior to January 1, 1974.

{g)} That it has, by Ordinance, authorized the imposi-
tion of rates and charges by the Gas Commission suf-

Y ficient from time to time to comply with Rate Covenant
set forth in Section 4.03(b) and that it will not repeal
or materially adversely dilute such authorization.

(hY It will, not later than 120 days following the ciose

of each Fiscal Year, file with the Fiscal Agent a report

) of the operation of the Gas Works setting forth, among
other things, in reasonable detail financial data con-

cerning the Gas Works for such Fiscal Year, including

a balance sheet, statements of income, equity, and

T - =T cHanges-in-financial-condition, and_an analysis of funds
T availabletocover-debt-service_(in_éach gaSeé not-incon-——-—————
sistent with the statements of income, expenses, and

other accounts of the City audited by the City Control-

ler) prepared by the Manager of the Gas Works in ac-
cordance with generally recognized municipal accounting
principles consistently applied, showing compliance with

the Rate Covenant, accompanied by a certificate of the
Manager of the Gas Works that the Gas Works are in

good operating condition and by & certificate of the
Director of Finance that as of the date of such report

the City has complied with all of the covenants in this
Ordinance and in all ordinances supplemental hereto on

its part to be performed. Such report shall be furnished

to the Fiscal Agent in such reasonable number of copies
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23 shall be required to meet the written requests of Bond-
holders therefor on 3 first come first served basis. The
Fiscal Agent shall keep on file a copy of each report and
its accompanying certificates for a period of ten (10)
years and shall exhibit the same to, and permit the copy-
ing thereof by, any Bondholder or his authorized repre-
sentative at all reasonable times.

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

The City hereby reserves the right, and nothing herein

shall be construed to impair such right, to finance improve-

. ments to its Gas Works by the issuance of its general obli-

> gation bonds or by the issuance, under ordinances other
than Supplemental Ordinances, of Gas Works bonds for the

payment of which Project Revenues of the Gas Works may

-. be pledged subject and subordinate in each Fiscal Year to

the prior payment from such revenues of all principal,

premium, interest and sinking fund requirements payable

D during such Fiscal Year under this Ordinance, as from
time to time supplemented and amended, in respect of
Bonds.

T T e T T T T .___.JEC—'“}CN 4:05—Sale-of Bonds; Taxes Not to be Assumed,
Terms and—Provmons,_Authonty,_Qf Director of Finence.” - ~-
To the extent, pursuant to Section 4.06, that the Supple-
mental Ordinance authorizing any Series of Bonds here-

under shall not otherwise provide:

{a) All bonds shall be sold at public, private or invited
sale as & majority of the Mayor, the City Controller and
the City Solicitor may determine to be in the best inter-
eat of the City and, if sold at competitive public sale,.
ghall be sold to the purchaser or purchasers submitting
the highest and best bid upon such terms and conditions
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of the bidding as 3hall be spezified in an official notice
of sale issued in the name of the City by t-e Director of
Finance;

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

(e) subject to the foregoing, the terms upon which or
the prices for which the Bonds are to be sold or ex-
changed, and the form, terms and provisions of the
Bonda including, without limitation, the matters re-
ferred to in Section 5 of the Act, and in the second
paragraph of Section 3.04 of this Ordinance shall be
determined by the Director of Finance who is hereby
degignated as the officer of the City to make such determi-
nations based, to the extent applicable, on the pricey, in-
tareat rates or other terms set forth in the highest and
best proposal conforming to the bidding specifications
as ascertained and accepted on behalf of the City by the
Director of Finance,

SECTION 4.06. Conditions of Issuing Bonds, Supplemental
Ordinance; Filing of Transcript; Use of Proceeds; Refund-
ing Bonds. Prior to the issuance of any series of Bonds,
the Council shall adopt an ordinance supplemental hereto
specifying the aggregate principal amount or maximum
aggregate principal amount, and authorizing the issuance

" of BucH Bonds;-stating-that-suct Bonds—gre—issted—in-re-———

spect of capital costs of & Gas Works project-or-projects

of the City or to fund or refund bond snticipation or other
obligations of the City issued in respect thereof or for the
purpose of refunding debt issued for such purpose; making
a finding based on the report of the Director of Finance
of the City required by Section 8 of the Act that the Project
Revenues pledged hereunder will be sufficient to comply
with the Rate Covenant and also to pay all costs, expenaes
and payments required to be paid therefrom and in the
order and priority stated in Section 4.02; and containing
the covenant as to the payment of debt service required
by Article IX, Section 10 of the Pennsylvania Constitu-
tion. Such Supplemental Ordinance may specify such form,
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terms and provisions of the Bonds to be issued thereunder,
may specify a particular method of sale; may specify the
terms upon which, or the prices for which, the Bonds are
to be gold or exchanged, including, if applicable, competi-
tive bidding specifications; may contain such amendments
to this Ordinance, including amendments or rescission of
the covenants herein contained, and may centain or au-
thorize such further covenants and agreements, including
such covenants as may be appropriate under existing regu-
lations sc that the Bonds may not be deemed to be “arbi-
trage bonds as such term is defined in the Internal Reve-
nue Code and applicable regulations, all as the Council may
deem appropriate and proper and as shall be authorized
or permitted by the Act but no such amendments, provi-
sions, terms, covenants or agreements (other than those

~ permitted under Section 8.01 and adopted pursuant thereto)

which shall be inconsistent with the provisions of, or if
they would impair a prior covenant contained in, this Or-
dinance as at the time amended or supplernented, shali
becomne effective until all Bonds the holders of which are
entitled to the protection of, or to enforce compliance with
such prior covenant, shall cease to be outstanding.

Prior to the issuance of any Series of Bonds hereunder
the Director of Finance shall, in addition to the filing re-
quirements of Section 12 of the Act, file with the Fiscal
Agent a transcript of the proceedings authorizing the issu-
ance of such Series of Bonds which shall include (i) a cer-

—tified_copy-.of this Ordinance (unless previously so filed) ;

(i1)_a—certified copy.of the Supplemental Ordifiance; (i) "

an executed or certified copy of the report of the Director
of Finance required by subsection (a) of Section 8 of the
Act; (iv) an executed copy of the opinion of the City
Solicitor required by subsection (b} of Section 8 of the
Act; (v) an executed copy of the Engineer’s report re-
quired by subsection (a) of Section 4.03; and (vi) a cer-
tificate of the Director of Finance that there is no default
in the payment of the principal of; interest. ony or. pre—
miums, if any, payable in respect of, any Bonds, that the
amounts currently on deposit in the Sinking Fund Reserve
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meet the requirements of Sectiorn §.04 tha! the report for
the latest completad Fiscal Yeo: required to be filed pur-
suant to subgection (h) of Section 4.03 has been filed and
that during such Fiscal Year the City was in compliance
with ‘the Rate Covenant as therein showm, and that the
City ia currently in compliance with the Rate Covenant
and all other covenants contained in this Ordinance and
all Supplemental Ordinances, and thereupon the proper
officers of the City and the Fiscal Agent shall be authorized
to execute and deliver the Bonds so authorized, fo receipt
for the purchase price thereof and to execute and deliver
on behalf of the City the usual closing statements, affi-
davita and certificates.

The Director of Finance, the City Solicitor, the City Con-
troller and such other officers of the City as may be appro-
priate are authorized in connection with the issuance of any
Series of Bonds hereunder, to prepare, execute and file on
behalf of the City such statements, documents or other ma-
terial as may accurately and properly reflect the financial
condition of the City or other matters relevant to the issu-
ance or payment of such Bonds and as may be required or
appropriate to comply with applicable state or federal laws
or regulations.

Unless otherwise provided in the Supplemental Ordi-

-—nance,—the proceeds of gale of all Bonds issued hereunder

shall be_deposited ifi the consclidated -cash-account-of -the——

City to the credit of the capita 1mprovement—funds—and—______

ghall be disbursed therefrom, in accordance with estab-
lished procedures, for the costs of the project or projects
(as such term is defined in the Act) for which the Bonds
were issued provided, however, that if such Bonds shall
be issued for the purpose of funding or refunding bonds
or notes previously issued by the City such proceeds shall,
unless otherwise directed by the Supplemental Ordinance,
be deposited in a special account in the Sinking Fund here-
inafter authorized and deposited, invested (if appropriate)
and disbursed under the direction of the Director of Fi-
nance for the purpose of retiring the bonds or notes being
funded or refunded.
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> If the City shall, by Supplemental Ordinance, authorize

the issuance of revenue refunding bonds pursuant to Sec-

tion 10 of the Aect, in the absence of gpecific direction or

inconsistent authorization contained in the Supplemental

Ordinance, the Director of Finance is hereby authorized

in the name and on behalf of the City to take all such

» : action, including the irrevocable pledge of proceeds and/or

the income and profit from the investment thereof for the

payment and redemption of the funded or refunded bond

or notes and including the publication of all required re-

demption notices or the giving of irrevocable instructions

! therefor, as may be necessary or appropriate to accom-

plish the funding or refunding and to comply with the
reguirements of Section 10 of the Act.

SECTION 5.
ARTICLE V -
REDEMPTION OF BONDS

SECTION 5.01. Bonds May Be Subject to Redemption.
Bonds of any Series may be subject to either optional or
mandatory redemption at the times, in the order, in the
amounts, at the redemption prices, and other such terms,
conditions and restrictions, all a5 may be set forth in the
Supplemental Ordinance authorizing the issuance of such

3 series or, in the absence of such provisions, as may be set
forth in the Bonds at the direction of the Director of Fi-
— nance and shall be set forth in the official notice of sale.

TE T 7 " - "SECTION 5.02-Notice,-Selection—by—Lot. Whenever the =
: City shall, by ordifiance of~Council—determine_to_redeém ~ =

‘ all or part of the Bonda of any series in accordance with

1 the right reserved se to de, or when the City or the Fiseal

3 Agent shall be required to redeem Bonds pursuant to man-

; datory redemption provisions, the City or the Fiscal Agent,

as the case may be, shall cause a notice of intention to re-

deem, signed in the name of the City by the Fiscal Agent,

to be published once a week for two consecutive weeks, the

3 first publication to be at least thirty days and not more-than-—

4 sixty days before the redemption date, in not less than two

2 nor more than four daily newspapers published in the Eng-

T N AT TR ST A TN 3 g M T3 T
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lish language and of general circulation in the City. At least
thirty days before the redemption date the Fiscal Agent
shall mail such notice to each registered owner appearing
upon the bond register of the registered Bonds to be re-
deemed, but failure so to mail any such notice shall not
affect the validity of the proceedings for redemption. Such
notice shall specify, unless a pertinent Supplemental Ordi-
nance shall otherwise provide, the Series and the maturi-
ties of the Bonds 30 to be redeemed and also, if less than all
then outstanding Bonds of a maturity are to be redeemed,
the numbers of the Bonds to be redeemed which may be ex-
pressed in designated blocks, if applicable, and the date
fixed for redemption, the redemption price and the place of
payment, and shall further state that, from and after such
date, interest thereon will cease to accrue.

In connection with the redemption of less than all the
Bonds of a particular maturity or series, the Fiscal Agent
shall draw by lot the number of the Bonds to be redeemed
in such manner as it shall deem proper unless the Supple-
mental Ordinance establishing the terms and provisions of
such Bonds or the redemption provisions of the particular
Bonds provides that they shall be redeemable in the order
or inverse order of their numbers or that such Bonds shall
be redeemable in the order or inverse order of their ma-
turities and all Bonds of a particular maturity or ma-

“turities-are-being redeemed:-For-the-purpese-of-any draw-

ing, the Fiscal Agent shall-assign-a—number—for-each basic_
denomination.

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

SECTION 5.04. Partial Redemption. Upon presentation
of any Bond which is to be redeemed in part only, the City
and the Fiscal Agent shall execute and deliver to the
Holder thereof, at the expense of the City a new Bond or
Bonds of authorized denominations in principal amount
equal to and of the same Series and maturity as the unre-
deemed portion of the Bond or Bonds so presented, which
new Bond or Bonds shall, at the option of the Holder, either
be a coupon Bond or Bonds with all unmatured coupons
thereto appertaining or a registered Bond or Bonds with-
out coupons.

SECTION 6.
ARTICLE VI

M S LI IS AN a4 e T

T T = - - -~ - —SINKING FUND———

S A aharr T TP

SECTION 6.01. E'stablishment of Sinking Fund. There
is hereby established a sinking fund to be known as the
City of Philadelphia Gas Works Revenue Bond Sinking
Fund (referred to in this Ordinance as the Sinking Fund)
for the benefit and security of the Holders of all Bonds.
The Sinking-Fund shall be held in the name of the City in
an account or accounts separate and apart from all other
accounts of the City and payments therefrom shall be |
made only as hereinafter’ m this Ordinance prowded

The City covenants and the Dlrector of Finance is dx-
rected to deposit in, and there is hereby appropriated to,
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the Sinking Fund from the plediged revenues in each Fiscal
Year such amounts as will, together with interest and prof-
its earned and to be earned on investments held therein,
be sufficient to accumulate, on or before each interest and
® principal payment date of the Bonds, the amounts required
to pay the principal of and the interest on the Bonds then
becoming due and payable. Payment into the Sinking Fund
ahall be scheduled at such times and in such amounts in
relation to the receipt of revenues and the operation and
maintenance requirements of the Gas Works as the Direc.
® tor of Finance shall determine.

SECTION 6.02. Fiscal Agent. Such state or federally
chartered bank as may from time to time be appointed by
the City in accordance with law, shall act as Fiscal Agent
in reapect of all Bonds issued under this Ordinance or in
regpect of any particular issue or issues of Bonds. The

@ Fiscal Agent shall also act as Sinking Fund Depositary of
the Sinking Fund, and as paying agent and registrar of
the Bonds in respect of which it is the Fiscal Agent. Noth-
ing in this Ordinance shall be construed to prevent the
City from engaging other or additional Fiscal Agents from
time to time or from engaging other or additional sinking

® fund Depositaries, paying agents or registrars of the Bonda
or any series thereof.

=== —=Subject-to-the—foregoing—the-proper officers of the City

are—authorized-to-enter-into-contracts_or to_confirm_exist-

ing agreements governing the maintenance of accounts and
® records, the disposal of cancelled Bonds and coupons, the

rights, duties, privileges and immunities of the Fiscal

Agent, and such other matters as are authorized by the

Act and 88 are customary and appropriate and to confirm

the agreement of the Fiscal Agent, in its several capaci-

ties, to comply with the provisions of the Act and of this
® Ordinance,

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

Any excess moneys in the Sinking Fund, including any
excess amount in the Sinking Fund Reserve and moneys
for the payment of the interest, principal and premium of
honds unclaimed after the due date for two years, shall be
repaid to the City but such repayment shall not discharge
the obligation, if any, for which such moneys were pre-
viously held in the Sinking Fund.

SECTION 6.04. Sinking Fund Reserve. There is hereby
- established a Sinking Fund Reserve which shall be held by
the Sinking Fund Depoasitary as part of the Sinking Fund
but for which separate accounts shall be maintained. Un-
less otherwise provided in the applicable Supplemental Or-
dinance in compliance with thig Section 6.04, the City shall,
under direction of the Director of Finance, deposit in the
Sinking Fund Reserve from the proceeds of sale of each
Series of Bonds issued hereunder, 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 be-
coming due and payable in such Fiscal Year. The money
and investments (valued at market) in the Sinking Fund

—Reserve—shall- be—hefdhxnd—mﬂntzmmﬂn—ammt—eqmp

at-all-times-to- -the-maximum principalandinterest require

ments in any subsequent Fiscal Year of all bonda issued
and outstanding hereunder, provided that if the Supple-
mental Ordinance authorizing a Series of Bonds shall au-
thorize the accumulation from Project Revenues of a re-
serve of such amount in respect of such Bonda over a period
of not more than six Fiscal Years after the issuance and
delivery of such Bonds, then the full payment of the annual
deposits required under such Supplemental Ordinance will"~
meet the Sinking Fund Reserve requirement of this Ordi-
nance in respect of such Bonds,
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» If, at any time acd for any rexson, the moneys in the

Sinking Fund, other than in the Sinking Fund Reserve,
shall be insufficient to pay as and when due, the principa!
of (and premium if any) or interest on any Bond or Bonds,
the Sinking Fund Depoasitary is hereby authorized and
directed to withdraw from the Sinking Fund Reserve and

» pay over to the Fiscal Agent the amount of such deficiencey.
If by reason of such withdrawsal or for any other reason
there shall be a deficiency in the Sinking Fund Reserve,
the City hereby covenants to restore such deficiency as
required by Section 7.02.

SECTION 6.05. Management of the Sinking Fund. To
the extent that debt service in respect of any Series of
Bonda shall not be financed as a part of the coat of the
project or projects for which the Bonds are issued, in
which case the amount of the debt service financed shall be
deposited in the Sinking Fund from the proceeds of Bonds,
> sinking fund payments from the pledged revenues in re-
gpect of each Series of Bonds shall commence during the
six-month period immediately preceding the first interest
payment date of each Series for which debt service has
not been completely funded and in any event not later than
one year subsequent to the estimated completion or acquisi-
tion of projects to be constructed or acquired as estimated
by the Manager of the Gas Works and, in all other cases,
not later than one year subsequent to the date of the Bonds.
The_moneys, including interest bearing deposits, in the

— LT T Sinking. Fund tQ_the extént not otherwise invested- and to- = -

the extent not insured, shall be secured as required by the
Act and, to the extent not currently required for the pay-
ment of debt service, shall be continuously invested and
reinvested in securities or interest bearing deposits au-
thorized by the Act, all at the direction and under the
management of the Director of Finance. Interest and prof-
ita from such investments shall be added to the Sinking
Fund and credited in reduction of or to complete required
deposits into the Sinking Fund.

SECTION 6.06. Congolidated Fund., The Sinking Fund
shall be a consolidated fund for the equal and proportionate
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benefit of the holders of all Bonds from time to time out-
standing hereunder and may be invested and reinvested on
a consolidated basis. The principal of and interest on and
profits (and losses if any) realized on investments in the
Sinking Fund shall be allocated prorata for the Series or
the specific Bonds in respect of which such investments:
were made without distinction or priority but moneys (and
the investments thereof) specifically deposited for the pay-
ment of any particular installment of principal, interest
or premium shall be held and applied exclusively to the
payment of such particular principal, interest or premium.

SECTION 7.

ARTICLE VII
DEFAULTS AND REMEDIES

SECTION 7.01. Defaults and Statutory Remedies. If the
City shall fail or neglect to pay or to cause to be paid the
principal of, redemption premium, if any, or the interest
on any Bond or any Series of Bonds issued hereunder,
whether at stated maturity or upon call for prior redemp-
tion, or if the City shall fail to comply with any provision
of the bonds or with any covenant of the City contained
in this Ordinance or an applicable Supplemental Ordinance
then, under and subject to the terms and conditions stated
in the Act, the Holder or Holders of any Bond or Bonds
shall be entitled to all of the rights and remedies, includ-
mg the appomtment of a trustee, provided in the Act.—
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_SECTION—T- 02~Addztzona£—Remedzes It the City shal]
fail or neglect to make deposits into the Sinking Fund, in-
cluding the Sinking Fund Reserve, in the amounts and at
the times required by this Ordinance and as provided in
the Bonds or if, for any reason, there shall be insufficient
moneys on deposit in the Sinking Fund for the payment in
full of the principal (and premium, if any) or of interest
on the Bonds as and when the same shall from time to time
become due and payable, then the City covenants that it"
will without notice thereof from any Bondholder, fiscal
agent, paying agent or sinking fund depositary, and so
long as such default shall continue, immediately upon such
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default deposit in the Sinking Fund, on a dail
of all pledged revenues of the Gas Works, or
percentage thereof as the Director of Firanc
mine, The covenant of this Section 7.02 sh:
cally enforcesble by any trustee appointed
Section 20 of the Act or if there be no suc
pointed, then by the Holder of any Bond outi

SECTION 7.03. Remedies Not Ezclusive; E}
In Fzercise of Remedies. No remedy herein
conferred upon or reserved to the trustee, if 1
Holder of any bond is intended to be exclusi
specifically provided in the Act) of any oth
remedies, and each and every such remedy sl
lative, and shall be in addition to every other
hereunder or now or hereafter existing at lav
or by statute.

No delay or omiasion of the truatee, if one
or of any Holder of the Bonds to exercise
power accruing upon any default shall imp
right or power or shall be construed to be a 1
such default, or an acquiescence therein; and
and remedy given by this Article, by the Act
may be exercised from time to time, and as
be deemed expedient.

SECTION™T.04.—Remedies—to—be--Enforced—.
Pledged Revenues. Any decree or judgment
ment of money against the City by reason of
under shall be enforceable only against the
nues and the investments thereof and no de
ment against the City upon an action broug
shall order or be construed to permit the o
tachment, seizure, or sale upon execution -
property of the City.

SECTION 8,
ARTICLE VIII
AMENDMENTS AND MODIFICAT

APP. NO. 197—42



SeEcTION 8.01. In addition to the adoption of Supple-

) mental Ordinances supplementing and/or amending this

» Ordinance as provided in Section 4.06 in connection with

the issuance of successive series of bonds, thiz Ordinance

and any Supplemental Ordinance may be further supple-

mented, modified or amended: (a) to cure any ambiguity,

formal defect or omission herein or therein; (b) to grant

to or confer upon Bondholders, or a trustee, if any, for the

[ benefit of Bondholders any additional rights, remedies, pow-

ers, authority, or security that may be lawfully granted

or conferred; (c¢) to comply with any mandatory provision

of state or federal law or with any permissive provision

of such law or regulation which does not substantially im-

pair the security or right to payment of the Bonds but no

L amendment or modification shall be made with respect to

any outstanding Bonds to alter the amount, rate or time

of payment, respectively, of the principal thereof or the

interest thereon or to alter the redemption provisions

thereof without the written consent of the Holders of all

affected cutstanding Bonds; and (d) except as aforesaid,

b in such other respect as may be authorized in writing by

the Holders of 67% in principal amount of the Bonds out-

standing and affected. Bonds which have become due and

payable on a fixed redemption date in accordance with
Section 5,03 shall be deemed to be not ocutsianding.

) SECTION 9.
ARTICLE 1X
MISCELLANEQOUS

- - — - - SECTION 9.01. Ordinances are Contracts With Bond-

- - “holders” "This “'Ordinance -and—Supplemertati—Ordinanees———
adopted pursuant hereto are contracts with—theHolders—of
all Bonds from time to time outstanding hereunder and
thereunder and shall be enforceable in accordance with
the provisions of Article VII and the laws of Pennsyl-
vania. )

SecTioN 9.02. Repeals. All ordinances and parts of or-
: dinances heretofore adopted to the extent that the same
i are inconsistent herewith are hereby repealed.
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{ Bill No. 980232}

AN ORDINANCE

Authorizing, generally, the issuance of Gas Works Revenue
Bonds of the City of Philadelphia which shall be subordinate to
bonds issucd under the General Gas Works Revenue Bood
Ordinance of 1975, which ordinance is hereby amended to limit
issuances of bonds thereunder, prescribing the form: of bonds
issucd hercunder and providing for their execution, transfer,
exchange, payment and redemption, prescribing the conditions
precedent to the issue of specific series of bonds, including
supplemental authorizing ordinances, pledging certain revenues
of the Gas Works as sccurity, adopting a rate covenant, and
directing the Gas Commission (o impose rates sufficient to
comply therewith, designating a fiscal agent and sinking fund
depositary, cstablishing a Sinking Fund, including a Sinking
Fund Reserve, and providing for its management, providing
remedies upon default, and providing for amendments and
modifications.

THE COUNCIL OF THE CITY OF PHILADELPHIA HERERY
ORDAINS:
SECTION §.

ARTICLE

LEGISTAR Formn cc.r -1- Printed May 11, 1998
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AUTHORIZATION, SCOPE AND PURPOSL
SHORT TITLE

This Ordinance is cnacted pursuant to the provisions of The
First Class City Revenue Bond Act approved October [8, 1972
{Act No. 234, 53 P.S. 15901 et scq.), as amended, for the
purpose of authorizing the issvance from time to time of
revenuc bonds of the Cily to be secured by a pledge of certain
revenues of the Gas Works as security, in such principal
amounts as shall from time to time be authorized by further
ordinances of the Council of the City as more particularly
hercinafter set forth. This Ordinance shall be known as the
General Gas Works Revenue Bond Ordinance of 1998,

ARTICLE I

DEFINITIONS AND OTHER PROVISIONS OF
GENERAL APPLICATION

SECTION 2.0l. Definitions. For all- purposes of this
Ordinance and any ordinance supplemental hereto, cxcept as
otherwise expressly provided or unless the context otherwise
requires:

Accreted Value means, with respect 10 any Capital
Appreciation Bond, as of any specified date, the Original Valuc
of such Bond, plus interest accreted on such Bond to such date,
all as may be provided in an applicable Supplemental
Ordinance.

Act mecans The First Class City Revenue Bond Act
approved October 18, 1972 (Act No. 234, 53 P.S. 15901 to
15224), as from time to time amended. The words and phrases
which are defined in the Act shall have such defined meanings
when used in this Ordinance.

LEGISTAR Farm cc.r L2 - Printed May 11, 1998

City

Bill No. 980232

LEGISTAR Fom__i cc.r

1)

.63.

' Philadelphia

Certified Copy

Frinted May 11, l 098



City of Phil{adelphia

Bill No, 980232

Exchange Agreement, any rigit, (.

reason of this Ordinance or ay

stipulation  therefor; and  all (tjle

promises and agreements in this

Certificd Copy
cdy or claim under or by
covenants, condition or
covenauts, stipulations,

the City shall be for the sole and Exc lusive benefit of the City,

the Fiscal Agent, the Holders of |

Credit Facility, Qualified Swap or |E

SECTION [1.04. Repeals. Al

ordinances heretofore adopted to
inconsistent herewith are hereby re
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Bond or Bouds means any Gas Works revenue bond or noge
of the City issued and outstunding purvsuant 1o the Act under
this Ordinance and any Supplemental Ordinance.

Bond Counsel means any firm of nationally recognized
bond counsel aceeptable to the City.

Bondbelder or Holder means the registered owner of any
Bond.

Bond Register means the list of the names and addresses of
Bondholders and the principal amounts and numbers of the
Boads held by them maintained by the Fiscal Apent on behalf
of the Cily,

Boud Year for any Serics of Bonds means each one-year
period {or shorter period from the date of issue) that ends at the
close of business on the date in the calendar year that is selected
by the City as permitted under the Code. If no day is selected
by the City betore the earlier of the final maturity date of the
Series of Bonds or the date that is {ive (5) years after the issue
date, the Bond Year with respect to such Series of Bonds shall
end on each anniversary of lhe issue date and on the final
maturity date,

Business Day means a day other than a Saturday, Sunday or
hotiday on which the Fiscal Agent is authorized or required o
be closed under applicable state or federal law.

Capital Appreciation Bonds means any Bonds issued
hereunder which do not pay interest until maturity or until a
specificd date prior to maturity, but whose Original Value
aceretes periodically to the amount due on the mawurity date.

City means The City of Philudelphia, Pennsyivania.
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. City Charges means the proportionate clarges, if any, for
services  performed  for the Gas Works by all officars,
departments, boards or commissions of the City wlich are
contained in the computation of operating cxpenses of the Gas
Works, including, without Timitation, the expenses of the Gas
Commission, and also means the base paytents to the Cily
contained in the Management Agreement and all other payments
made to the City from Gas Works Revenues.

City Controfler means the head of the City's auditing
department as provided by the Philadelphia Home Rule
Charter.

City Solicifor means the head of the City's law department
as provided by the Philadelphia Home Rule Charter.

Code means the Internal Revenue Code of 1986, as
amcnded, or any successor legislation, and the regulations and
published rulings promulgated (hereunder or applicable thercto.

Credit Facility means any letter of credit, standby bond
purchase agreement, line of credit, surcty bond, -insurance
pol'icy or other insurance commitment or similar agreement
(other than a Qualificd Swap or an Exchanpe Agreement) thal is
provided by a commercial bank, insurance company or other
institution, with a current long term rating (or whosc
obligations thercunder are guaranteed by a financial institution
with a long term rating) from Moody's and S&P not lower than
"AL

Credit Facility Issuer or issuer of a Credit Facility means
cach issuer of a Credit Facility then in effeer, and its
successors. References herein to the Credit Facility Issuer shall
be read to mean the issucr of the Credit Facility applicable Lo a
particular Scrics of Bonds or cach issuer of a Credit Facility, as

LEGISTAR Form cc.r -4 Prinited May 11, 1998
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exclusively to the Tupdy so deposited for any claims of
whatsoever nalure with rc}spccl to such Bond or Bonds, and the
Fiscal Agent shall hoij] such funds in trust for the Holder or
Holders of such Bond or Bonds.

Moneys deposited with the Fiscal Agent pursuant to the
preceding paragraphs which remain uhclaimcd two (2) years
after the date payment Hle eof becomes due shall, upon written
request of the City, if the City is not at the time to the
knowledge of the Fiscal Agent (the Fiscal Agent having no
responsibility to independently investigate) in default with
respect to any covenant in this Ordinance or the Bonds, be paid
to the City, and the Holders of the Bond for which the deposit
was made shall thereafter be limited to a claim against the City;
provided, however, that|beforc making any such payment to the
City, the Fiscal Agent shall, at the expense of the City, publish
in & newspaper of gcneanl circulation published in the City, a
notice that said moneys remain unclaimed and that, after a date
named in said nolice, \{hii:h date shall not be less than thirty
(30) days after the datr. of publication of such notice, the
balance of such moneys then unclaimed will be paid to the City.

SECTION 11.02. |Ordinances are Contracts With
Bondholders. This Ordinance and Supplemental Ordinances
adopted pursuant hcrctoTar contracts with the Holders of all
Bonds from time to time [Outstanding hereunder and thercunder
and shall be cnforceablelin accordance with the provisions of
Article VIII and the! laws of the Commonwealth of
Peansylvania.

SECTION 11.03. Parties Interested Herein. Nothing in
this Ordinance expressed ar implied is intended or shall be
construcd to confer upon, or to give to, any person or cntity,
ather than the City, the [Helders of Bonds, the Tiscal Agent,
and cach provider of a| Credit Facility, Qualificd Swap or
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ARTICLE{X!

Y

MISCELLANEOUS

SECTION {1.01. Deposit o{ Funds for Payment of
Bonds. When interest on, and jprincipal or redemption price
(s the case may be) of, all BtJnd:s issued hereunder, and all
amounts owed under any Credit Hacility, Qualified Swap and
Exchange Agreement entered |into hereunder (other than
termination payments), have been paid, or there shall have been
deposited with the Fiscal Agent|an amount, evidenced by
moneys or Qualified Escrow iec rities the principal of and
interest on which, when due, will provide sufficient moneys 1o
fully pay the Bonds at the mt turity date or date fixed for
redemption thereof, and all anj;ullls owed under any Credit
Facility, Qualified Swap and Exchiange Agreement entered into
hereunder {other than termination| payments), the pledge and
grant of security interest in the Gas Works Revenues made
hereunder shall cease and terminate, and the Fiscal Agent and
any other depository of funds| and accoumnts established
hiereunder shall wirn over to the City or to such person, body or
authority as may be entitled to receive the same alf balances
remaining in any funds and accoLn s established hereunder.

If the City deposits with {the Fiscal Agent moneys or
Qualified Escrow Securities sufficient to pay the principai or
redemption price of any particular Bond or Bonds becoming
due, either at maturity or by call for redemption or otherwise,
together with all interest accrbing thereon to the due daic,
interest on such Bond or Bonds shall cease to accrue on the due
date apd all liability of the City with respect to such Bond or
Bonds shall likewise cease, except|as provided in the following
paragraph. From and after such deposit, such Bond or Bonds
shall be decimed not to be (?utsmnding hereunder and the
Holder or Holders thereof shall have recourse solely wnd
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the context requires,

Debt Service Requirements means, for a specified period,
the sum of (i) the principal of (whether at maturity or pursuant
to mandatory redemption) and interest (other than capitalized
interest) on Qutstanding Bonds payable during the period and
(i) all net amounts due and payable by the City under Qualificd
Swaps and Lxchange Agreements during the period, lor
purposes of estimating Debt Service Requirements for any
future period, (i) any Option Bond outstanding during such
period shall be assumed to mature on the stated maturity date
thereof, except that the principal amount of any Option Bound
tendered for payment and cancellation before its stated maturity
date shatl be deemed to accrue on the date required for payment
pursuant to such tender; (ii) Debt Service Requirements on
Bonds for which the City has entered into a Qualified Swap or
an Exchange Agreement shall be calculated assuming that the
interest rate on such Bonds shall equidl the stated fixed or
variable rate payable by the City on the Qualificd Swap or
Exchange Agreement or, if applicable and if greater than such
stated rate, he applicable rate for any Bonds issued in
connection with the Qualified Swap or Exchange Agreemeint
adjusted, in the case of variable rate obligations, as provided in
Section 4.03(b); and (iii) Debt Service Requirements with
respect (0 Variable Rate Bonds shall be subject to adjustments
as permitted by Section 4.03(b).

Dircector of Finance means the chief financial, accounting
and budget oflicer of the City as estiblished by the Philadelphia
Home Rule Charter, including a person acting as Director of
Finance under applicable law.

Exchange Agreement means, with respect to a Series of
Bonds, or any portion thereol to the extent from time to tinwe

permilted by apphicable law, any interest exchange agreement,
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interest rale swap agreement, currency swap agreement or other
contract or agreement, other thin a Qualificd Swap. authorized,
recognized and approved by a Supplemental Ordinance as an
Exchange Agreement and providing for payments to and from
an cntity whose scnior long term debt obligations, other senior
unsccured long term obligations, or claims paying ability or
whose obligations under an  Exchange Apreement arc
guaranteed by an entity whose senior long term  debt
obligations, other scnior unsccured long term obligations or
claims paying ability, are rated not less than A3 by Moody’s,
A- by S&P or A- by Fitch, or the equivalent thercof by any
successor thereto as of the date the Exchange Agrecment is
entered into, which payments are calculated by reference to
fixed or vartable vrates and conmstituting a financial
accommaodation between the City and the counterparty.

Fiscal Agent means any bank, bank and trust company or
trust company named as such in Section 6.02 or its successor.

_Fiscal Year means the fiscal year of the Gas Works.
Fitch means Fitch IBCA, Inc., a corporation organized and

existing under the laws of the State of New York, ils successors
and assigns and if such corporation shall for any rcason no

-longer perform the functions of a securitics rating agency,

"Fitch” shall be deemed to refer to any other nationally
recognized sccuritics rating agency designated by the City.
Whenever rating categorics of Fitch are specified in this
Ordinance, such categorics shall be irrespective of gradations
within a category.

Gas Commission means the Gas Commission provided for
by the Philadelphia Home Rule Charter as presently constituted
or hercafter reconstituted in accordance with buw,
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respect to any Qutstanding Bonds to alter the amount, rate or
time of payment, respactively, of the principal thereof or the
interest thereon or to glter the redemption provisions thercof
without the written consent of the Holders of all affected
Oﬁtstanding Bonds; and (f) cxcept as aforesaid, .in such other
respect as may be authorized in writing by the Holders of a
majority in principal amount (using Accreted Value in the casc
of Capital Appreciation| Bpnds) of the Bonds Outstarding and
affected. The written |authorization of Bondholders of any
supplement to or modification or amendment of this Ordinance
or any Supplemental Ordinance need not approve the particular
form of any proposcd supplement, modification or amendment
but only the substance tljereof.

ARTICLE X

CLOSURE QF 1975 ORDINANCE

SECTION 10.0[. |Limits on Issuances Under 1975
Ordinance. After the |adoption of this Ordinance, the City
shall not issue any bonds under the 1975 Ordinance except Lo
refund bonds issucd undc! the 1975 Ordinance or to replace
bonds issued thereunderfwhich have been mutilated, destroyed,
fost or stolen as provided jtherein or in substitution for bonds
issucd thercunder upon fransfer or exchange as provided
therein.

SECTION 10.02. Designation of Refunding Bonds Under
1975 Ordinance. Any refunding bonds issucd under the 1975
Ordinance shall include in the title of such bonds a designation
indicating that such bonds relate to the 1975 Ordinance in order
to distinguish such bonds from Bonds issued under this
Ordinance.
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of money against the City by cxon of delault hereunder shall

be enforceable only against the

specifically pledged therefor a d

bas Works Revenues, muounts

he investments thereof and no

in the Sinking Fund Reserve :ini other amounts which may be

decree or judgment against the|City upos an action brought
hereunder shall order or be consfrued to permit the occupation,
attachment, seizure, or salej upon execution of any other

praoperty of the City.

ARTICLE IX

AMENDMENTS AND MODIFICATIONS

SECTION 9.01. In addition to the adoption of
Supplemental Ordinances supplementing or amending  this
Ordinance as provided in Segtian 4.06 in connection with the

issuance of successive Series of
Supplementa! Ordinance may pe

or amended: (a) to cure any

Bonds, this Ordinance and any
further supplemented, modificd
ambiguity, formal defect or

omission herein or therein; |(b) to make such provisions in
regard to matters or questions 'Jrising hereunder or thereunder

which shall not be inconsistgnt

thereof and which shall not|ad

Bondholders; (¢} to grant to or
trustee, if any, for the bcneLtit
rights, remedies, powers, a th
lawfully granted or conferredl;

with the provisions hereof or
versely affect the interests of
confer upon Bondholders or a
of Bondholders any additional

rity or security that may be
) 10 incorporate modifications

requested by any Rating Agency 10 obtain or maintain a credit
rating on any Series of dmrs; (¢) to comply with any

mandatory provision of stafe

or federat law or with any

permissive provision of such [:xIv or regulation which does not
\

substantially impair the securi

or right 1o payment of the

Bonds, but no amendment or u odification shall be made with
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Gus Works means all property, real and personal, owned by
the City and used in the acquisition or manufacture, storage and
distribution of natural, liquedied, synthetic or manufactured pas
or in the naintenance, management or administration thereol
and all activities ancitlary and related thereto, and also means,
as the context may require, the business entity managed by the
Minager.

Gas Works Revenues means all operating and nonoperating
revenues of the Gas Works derived from its activities and assets
involved in the supply, manufacture, storage and distribution of
gas, including all rents, rates and charges imposed or charged
by the City upon the owners or occupants of propertics
connected to, and upon all users of, gas distributed by the Gus
Works and all other revenues derived therefrom and all other
income derived by the City from the Gas Works. Revenues
derived from activities unrelated to the supply, manufacture,
storage and distribution of gas or assets related thereto shall not
be included in Gas Works Revenues, provided that the Gas
Works receives fair payment for the use of gas related assels
and personne! of the Gas Works used in such activities, which
payments shall be included in Gas Works Revenues. In
particular, Gas Works Revenue shall not include revenue from
enterprises or functions not refated to gas activities (e.g.,
activities involving the supply, generation or distribution of
electricity). Gas Works Revenues shall not include (hose
portions of the Gas Works” rents, rales and charges which are
securitized and sold pursuant to Section 4.03(b). Gas Works
Revenues may be divided into separate components in one or
more Supplemental Ordinances and any Series of Bonds issucd
thercafter may be lfimited as to source of payment [0 one or
more of such components as provided in the Supplemental
Ordinance authorizing the particular Serics of Bonds.

Government Obligations means any of the following whicly
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arc noncallable and which i the time of investment are legal
investments under the Act for the moneys proposed to bhe
invested therein:

(a) direct gencral obligations of, or obligations the
payment of principal of and interest on which are
unconditionally guarantced as to full and timely payment by,
the United States of America; :

(b) dircct obligations and fully guaranteed certificates of
beneficial interest of the Export-Import Bank of the United
States; consolidated debt obligations and letier of credit-backed
issucs of the [Federal Home Loan Banks; participation
certificates and scnior debt obligations of the Federal Home
Loan Mortgage Corporation; debentures of the Federal Housing
Adininistration; mortgage-backed sccuritics (cxcept stripped
mortgage sccurities which arc valued greater than par on the
portion of unpaid principal) and senior debt obiigations ol the
Federal  National  Mortgage  Association;  participation
certificates of the General Scrvices Administration; guarantced
mortgage-backed  sccuritics  and  guaranteed  participation
certificates of the Government National Mortgage Association;
guaranteed participation certificates and  guaranteed  pool
certificates of the Small Business Administration; deht
obligations and letter of credit-backed issucs of the Student
Loan Marketing Association; {ocal authority bonds of the U.S.
Dcparlnicnl of Housing & Urban Development; guarantced
Title XI financings of the U.S, Maritime Administration: or

(c) obligations issucd by the Resolution Funding
Corporation pursuant to the Financial Institutions Reform,
Recovery and Enforcoment Act of 1989 (the "FIRRE Act™}, (i)
the principal of which obligations is payable when due from
payments of the maturing principal of non-interest bearing
dircct obligations of the United States of Amcrica which are
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applicable Supplemental Ordinance, then, under and subject to
the terms and conditigng stated in the Act, the Holder or
Holders of any Bond Jr Bonds shall be entitled to ail of the
rights and remedies provided in the Act, including (he
appointment of a trusteg; provided, however, that the remedy
provided in Section 20(b)(4) of the Act may be excrcised only
upon the failure of the|City to pay, when due,- principal and
redemption price of (including principal due as a rcsult of a
scheduled mandatory rgdemption) and interest on a Series of
Bonds.

Upon the occurrence of an event of defauit specified in this
Scction 8.01, the Fisca] Agent shall, within thirty (30) days,
give written notice thercof by first-class mail to all
Bondholders.

SECTION 8.02. Remedies Not Exclusive; Effect of Dclay
In Exercise of Remed sy No remedy herein or in the Act
conferred upon or reseryed to the trustee, il one be appointed,
or (o the Holder of any Bond is intended to be exclusive (except
as specifically provided| in the Act) of any.other remedy or
remedies, and each and &ve ry such remedy shall be cumuliative,

and shall be in addition to pvery other remedy given hereunder
or now or hereafter existing at law or in equity or by statute.

No dclay or omission) of the trustee, if one be appointed, or
of any Holder of any Bond to excrcise any right or power
accruing upon any default ghatl impair any such right or power
or shall be construcd to (beja waiver of any such default, or an
acquiescence therein; aF every power and remedy given by

this Article VIII, by the Act or otherwise may be exercised
from time to time and as pften as may be deemed expedient.

SECTION 8.03. Rcinceglics to be Enforced Only Agninst

Pledged Revenues. Any decree or judgment for the payment
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SECTION 7.03. Valuation of Funds and Accounts. 1n
computing the assets ol any fund or account established
hereunder, investments and accrued] interest therein shalt be
deemed a part thereof. Such invlcs(mcnls shall be valued on
June 30 of each Fiscal Yeur at the qurcnt market value thereol,
valuing any Credit Facility held for the Sinking Fund Reserve
at the amount which can then bejdrawn thercunder; provided
that any fund or account created by fa Supplemental Ordinance
may be valued as provided in such| Supplementat. Ordinance.
The annual valuation shall apply |for all purposes of this
Ordinance except if Bonds are issued or a deficit in the Sinking
Fund Reserve occurs, in which cases a valuation shall be made
on the date Bonds are issued or the crleﬁcit is eliminated, as the
case may be. Investment earnings|shall be included in Gas
Works Revenues and, to the extedt fot required to be retained
in the fund or account to which Sudh earnings relate, shall be
transferred to the operating accounts of the Gas Works.

ARTICLE vl

DEFAULTS AND REMEDIES

SECTION 8.01. Defaults and Statutory Remedies. If the
City shall fail or neglect to pay ar to cause to be paid the
principal of, or the redemption premium, if any, or the interest
on, any Bond, whether at stated mhaturity or upon call for prior
redemption, or if the City, after writien notice to it, shall fail ar
neglect to make any payment ov.lj,cd by it to the provider of &
Credit Facility, a Qualified Swap gr an Exchange Agreement
provided with respect to the Bonds and such provider gives the
Fiscal Agent written notice of such failure or neglect, or if the
City shall fail to comply with anpy |provision of the Bonds or
with any covenant of the City contaiped in this Ordinance or

—
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issued by the Sceretary of the Treasury and deposited in the
Funding Corporation Principal Fund established pursuant to the
FIRRE Act, and (ii) the interest on which obligations, 1o the
extent not paid [rom other specified sources, is payable when
due by the Secretury of the ‘Treasury pursuant to the FIRRE
Act.

Iudependent means a person who is not a salaried employee
or elected or appointed oflicial of the City; provided, however,
that the fact that such person is retained regularly by or
transacts business with the City shall not make such person an
employee within the meaning of this definition.

Interim Debt means any bond anticipation notes or other
temporary borrowing which the City anticipates permanently
financing with Bonds or other long term indebtedness under this
Ordinance or otlierwise.

Management Agrecment means the Agreement dated
December 29, 1972 between the City and the Manager for the
management and operation of the Gas Works, as presently or
hereafter amended, or any successor agreement which may be
entered iito by the City pertaining to the management of the
Gas Works.

Manager means Philadelphia  Facilities Management
Corporation, currently managing the Gas Works pursuant to the
Management Agreement, or its successor or such other person,
corporation, board, commission or department of the City
which may be designated by the City to manage the Gas Works.

Mayor means the Mayor of the City.

Moody’s nweans Moody's  Iavestors  Service, Inc., &
corporation organized and existing under the faws of the State
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of Delaware, its successors and assigns, and if such corporation
shall for any rcason no longer perform the funclions ol a
sceurities rating agency, "Moody's" shall be deemed to refer to
any - other nationally recognized  sccuritics  rating  agency
designated by the City. Whenever rating categories of Moody's
are specificd in this Ordinance, such categorics shall be
irrespective of gradations.

Net Operating Expenses means  Operating  Expenses
exclusive of City Charges.

1975 Ordinance mc:m.;; the General Gas Works Revenue
Bond Ordinance of 1975, as amendcd.

OfTice of the Fiscal Agent mcans the corporate trust oflice
of the Fiscal Agent designated by the Fiscal Agent.

Opcrating Expenses means ali costs and cxpenses of the
Gas Works necessary and appropriate to operate and maintain
the Gas Works in good operable condition during cach Fiscal
Year, and shail include, without limitation, the Manager's fec,
salaries and wages, purchases of service by contract, costs of
materials, supplies and expendable equipment, maintenance
costs, costs of any property or the replacement thercofl or for
any work or project, related to the Gas Works, which docs not
- have a probable useful life of at least five ycars, pension and
welfare plan and workmen's compensation  requircments,
provision for claims, refunds and uncoliectible receivables and
for City Charges, all in accordance with generally accepted
municipal accounting principles consistently applied, but shall
exclude depreciation and interest and sinking fund charges.
Opecrating Expenses shall not include Unrelated Expenscs.

Option Bond means any Bond which by its terms nuay he
tendercd by and at the option of the Holder thercof for payment
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Outstanding hereunder anpl ipay be invested and reinvested on a
consolidated basis. The pripcipal of and interest on and prafits
(and losses if any) realized on investments in the Sinking Fund
shall be allocated pro rata for the Scrics of Bonds or the specific
Bonds in respecet of which sich investments were made without
distinction or priority, but mjoneys (and the investments thereof)
specifically deposited for | the payment of any particular
installment of principal, intgrest (including capitalized interest)
or premium in respect 0‘( particular Bonds shall be held and
applied exclusively to the payment of such particular principal,
interest or premium.

ARTICLE VIl

INVESTMENT OF FUNDS

SECTION 7.01. Management of Funds and Accounts.
The moneys on deposit {n the funds and accounts established
hereunder, to the ecxtent [not currently required, shall be
invested and secured as required by Section 9 of the Act, all at
the direction and under |the management of the Director of
Finance.

-

SECTION 7.02, Investment of Funds and Accounts. Al
moneys deposited in any fund or account establishied hereunder
or under any Supplemental Ordinance may be invested by the
Fiscal Agent, at the oral pr jwritten direction of the Director of
Finance, in any investments then permitied by law; provided
that any investments with réspect to amounts on deposit in the
funds and accounts established hereunder shall mature or shall
be subject to redemption py|the holder thercof upon demand at
par no later than the date when such amounts are necded for the
purposes of such funds or|actounts.
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gross income for Federa! inconul: lrlx purposes of interest on the
Bonds the interest on whicliis jntended to be so excluded, )
each such Credit Facility pcrm{ls the Fiscal Agent to make o
draw thereon up to the principal amount thereof if the Sinking
Fund Reserve is needed to cover aishortfall in the Sinking Fund
and other moneys in the SinkinL' und Reserve are insuflicient
and (3) each such Credit Faciliky k)rovides that a draw will be
made thercon to replenish (thanking Fund Reserve on the
expiration thereof uniess the City has otherwise made such
deposit to the Sinking Fund esérve or has obfained another
Credit Facility meeting the requirements of this Section 6.04.

If, at any time and for dny| reason, the moneys in the
Sinking Fund, other than in the Sinking Fund Reserve, shall be
insufficient to pay as and when due, the principal of, and
premium, if any, and interest pon| any Bond or Bonds secured
by the Sinking Fund Reserve, the Sinking Fund Depositary is
hereby authorized and directed tp withdraw from the Sinking
Fund Reserve and to draw on Credit Facilities held for the
Sinking Fund Reserve and ply pver (o the Fiscal Agent the
amount of such deficiency. If by reason of such withdrawal
(including draws on any Credit| Facilities held to satisfy the
Sinking Fund Reserve Requixjcm.em) or for any other reason
there shall be a deficiency in| the Sinking Fund Reserve, the
City hereby covenants to restore such deficiency (either by a
deposit of funds or the reinsxatenJem of the cash limits of Credit
Facilities) within twelve months{ The Sinking Fund Reserve
shall be valued by the Sinking Fund Depositary prompily after
any withdrawal from the Sinking Fund Reserve or any other
event indicating a possible deficiency in the Sinking Fund
Reserve and on August 31 of gach Fiscal Year.

SECTION 6.05. Consolidated Lund, The Sinking Fund
shafl be a consolidated fund|for the equal and proportionate
benefit of the Holders of |all Bonds from time 1o 1ime
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by the City prior to its stated maturity date ot the maturity date
of which may be extended by and at the option of the Holder
thereal,

Ovdinance means this Ordinance, as from time to time
amenided.

Original Value, with respect to a Series of Bonds issued
as Capital Appreciation Bonds, means the principal amount
paid by the initial purchusers thereof on the date of originu
issuance.

Outstandding, when used with reference to the Bonds,
means, as of any particular date, all Bonds which have been
authenticated and delivered under this Ordinance, except:

(a) Bonds canceled after purchase in the open market or
because of payment or redemption prior {0 maturity;

(b) Bonds for the payment or redemption of which
sullicient moneys shall have been theretofore deposited with the
Fiscal Agent {whether upon or prior to the naturity or
redemption date of any such Bonds), provided that, if such
Bouds are to be redecmed prior to the maturity thereof, notice
of such redemption shall have been given as provided in Section
5.02 or arrangements satisfactory to the Fiscal Agent shall have
been made therefor, or waiver of such notice satisfactory in
forin to the Fiscal Agemt shall have been filed with the Fiscal
Agent; and

{¢) Bonds in liea of which or in substitution for which
others have been authenticated and delivered under Section
3.04.

Bonds paid with the proceeds of any Credit Facility shal) be
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Ouistanding until the issucr ol sucly Credit Facility has been
reimbursed for the amount of the payment or has presented the
Bonds for cancellation.

Philadelphia Iome Rule Charter means the Philadelphia
Home Rule Charter, as amended or superseded by any new
home rule charter, adopted pursuant to authorization of ihe
First Class City Home Rule Act approved April 21, 1949, P.L.
665, sec. 1 et seq. (53 P.S. 13101 ct seq.).

Prior Obligations means (he obligations of the Gas Works
to The Philadelphia Municipal Authority existing on the date of
adoption of this Ordinance.

Qualified Escrow Scecurities means (unds which arc
represented by (1) demand deposits, interest-bearing  time
accounts, savings deposils or certificates of deposit, but only o
the ‘extent such deposits or accounts arce fully insurcd by the
Federal Deposit Insurance Corporation or any successor United
States governmental agency, or to the extent not insurcd, fully
secured and collatcralized by Government Obligations having a
market value (exclusive of accrued interest) at all times at least
equal to the principal amount of such deposits or accounts, (ii)
il at the time permitted under the Act, obligations of any state
or political subdivision thercof or any agency or instrumcntality
of such state or political subdivision for which cash,
Government Obligations or a combination thereof have been
irrevocably pledged to or deposited in a scgregated escrow
account for the payment when due of principal or redemption
price of and interest on such obligations, and any such cash or
Government Obligations pledged and deposited are payable as
to principal or interest in such amounts and on such dates as
may be nccessary without reinvestment to provide for the
payment when duc of the principal ar redemption price of and
interest on such obligations, and such obligations are rated by
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in cash to the IFiscal Agenpt pot later than the due date thereol
the full amount of the prindipal, interest on, and premium, if
any, payable upon redemption of, Bonds.

Any excess moneys In [the Sinking Fund, including any
excess amount in the Sinking| Fund Rescrve, shail be transferred
to the operating accounts of the Gas Works.

SECTION 6.04. Sinking Fund Reserve. There is hercby
established a Sinking Fund Rescrve which shall be held by the
Sinking Fund Deposilary |as| part of the Sinking Fund but for
which a separate account shajl be maintained. Unless otherwise
provided in the applicable Supplemental Ordinance in
compliance with this Section 6.04, the City shall, under
direction of the Dircctor (3 Finance, deposit in the Sinking

Fund Reserve from the proceeds of sale of each Series of Bonds
issued hercunder and/or| Gas Works Revenues an amount
which, together with othet amounts in the Sinking Fund
Reserve, will cause the an ant in the Sinking Fund Reserve to
equal the Sinking Fund Rescrve Requirement. The money and
investments (valued at ma kc}) in the Sinking Fund Reserve and
amounts which can be drpwn under Credit Facilities held for
the Sinking Fund Resecrv sl|1al| be held and maintained in an
amount equal to the SinkiT [fund Reserve Requirement.

In lieu of a deposit to the Sinking Fund Reserve or in
substitution for amounts in the Sinking Fund Reserve, the City
may provide one or moge |letters of credit or other Credit
Facilities in the same aggregate amount issued by a provider or
providers whose credit fac!ili;ﬁcs are such that bonds secured by
such credit facilities are rated in one of the three highest rating
categorics by Moody's or S&P, provided that (1) in the case of
a substitution for moneys$ in the Sinking Fund Reserve, an
opinion of Bond Counscl is delivered to the Fiscal Agent that
such substitution will not|adversely affect the exclusion from
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use of moneys therein, Without [fihiting the generality of the
preceding sentence, moneys depasited in the Sinking Fund to
pay the redemption price of particular Bonds shall be held in
separate accounts and applied onfy (or such redemption.

SECTION 6.02. Fiscal Agent, Such state or federally
chartered bank, bank and trust éompuny ar trust company as
may from time to time be appointed by the City in accordance
wilh law, shall act as Fiscal Agent in respeet of all Bonds
issued under this Ordinance or|in respect of any particular
Series of Bonds. The Fiscal Agent shall also act as Sinking
Fund Depositary of the Sinking Fund and as paying agent and
registrar of the Bonds in respect of which it is the Fiscal'i\gen(.
unless others are appointed in [sugh capacities by the City.
Nothing in this Ordinance shall be construed to prevent the City
from engaging other or additional Fiscal Agents from time to
time or from engaging other |or additional Sinking Fund
Depositaries, paying agents or reglstrars of the Bonds or any
Series thereof.

Subject to the foregoing, the proper officers of the City are
authorized to enter into conttacls or to confirm existing
agreements governing the maimelna ice of accounts and records,
the disposal of canceled Bonds] the rights, duties, privileges
and immunities of the Fiscal Agk:nt, and such other matters as
are authorized by the Act and as|arg customary and appropriatc
and to confirm the agreement of llh Fiscal Agent, in its several
capacities, to comply with the provisions of the Act and of this

Ordinance.

SECTION 6.03. Payments From the Sinking Fund. The
Sinking Fund Depositary shall, pn|direction of the Director of
Finance, or if for any reason|he should fuil to give such
direction, on the direction of the [Fiscal Agent, liquidate
investments, if necessary, and paylover from the Sinking Fund
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any Rating Ageney in the highest rating category assigned by
such Ruting Agency o obligations of the same type, or (in)
noncallable Government Obligations. i each case such funds
(i) arc subject 1o withdrawal, mature or are payable at the
option of the hoider at or prior to the dates needed for
disbursement, provided such deposits or accounts, whether
deposited by the City or by such depository, are insured or
secured as public deposits with securities having at all times a
market value exclusive of accrued interest equal to the principad
amount thereof, (it} are irrevocably pledged for the payment of
such obligations and (iii) are suilicient, together with the
interest to the disbursement date payable with respect thereto, if
also pledged, 10 meét such ebligations in full.

Qualificd Swap or Swap Agrcement means, with respect (o
a Scrics of Bonds or any portion thereof, any financial
arrangement that (i) is entered into by the City with an entity
that is a Qualified Swap Provider at the time the arrangement is
entered into; (i) provides that (a) the City shall pay to such
entity an amount based on the interest accruing at a fixed rate
on an amownt equal o the principal amount of the Qutstanding
Bonds of such Series or portion thereof, and that such .entity
shall pay to the City an amount based on the interest accruing
on a principal amount initially equal to the same principal
amount of such Bonds, at either a variable rate of interest or a
fixed rate of interest computed according to a formula set forth
in such arrangement (which need not be the same as the actual
rate of interest borne by the Bonds) or that one shall pay to the
other any net amount due under such arrangement or (b) the
City shall pay to such entity an amount based on the interest
accruing on the principal amount of the Qutstanding Bonds of
such Scries or portion thereof at a variable rate of interest as set
forth in the arrangement and that such entity shall pay to the
City an wmount based on iteres) accruing on a principal
amount equal to the same principal amount of such Bonds ad o
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~variable rate of interest or a lixed rate ol interest computed
according to a formula sct {orth in such arrangement (which
nced not be the same as the actual rate of interest borne by the
Bonds) or that one shall pay to the other any net amount duc
under such arrangement; and (iii) which has heen designated in
writing to the Fiscal Agent by the City as a Qualified Swap with
respect to such Bonds.

Qualified Swap Provider mcans, with respect to a Series of
Bonds, an entity whosc senior long term debt obligations, other
senior unsecurcd long term obligations or claims paying ability,
or whose payment obligations under a Qualificd Swap are
guarantced by an entity whose senior long term  debt
obligations, other scnior unsccured long term obligations or
claims paying abilily, arc rated (at the time the subject Qualified
Swap is entered into) at least as high as Aa by Moody'’s and AA
by S&P, or the cquivalent thercof by any successor thereto.

Rate Covenant means the rate covenant contained in
subsection (b).of Scction 4.03.

‘Rating Agency means Moody's, S&P or Fitch, to the extent
that any of such rating services have issucd a credit rating on
any of the Outstanding Bonds or, upon discontinuance of any of
such rating scrvices, such other nationally recognized rating
service or scrvices if any such rating service has issucd a credit
rating on any of the Ouistanding Bonds.

Rebate Amount means the amount with respect to a Serics
of Bonds which is required to be paid to the United States of
America, as of any computation date, in compliance with the
restrictions imposed by Section 148(0) of the Cade.

S & I’ mecans Standard & Poor’s Rilings Services, a
corporation organized and cxisting under the laws of the State
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ARTICLE VI

SINKING FUND

SECTION 6.01. [Establishment and Investment of

Sinking Fund. There is| he
known as the City of Phild

rcby cstablished a sinking fund to be
delphia 1998 Ordinance Gas Works

Revenue Bond Sinking JFund (referred to in this Ordinance as
the "Sinking Fund") for{the benefit and security of the Holders
of all Bonds. The Sinking Fund shall be held in the name of the
City in an account or accounts separate and apart from all other
accounts of the City and |payments thercfrom shall be made only

as hereinafter in this Ordina

The City covenants and
to deposit in, and there |is
Fund from the Gas Works
amounts as will, together w
be carned on_investien
accumulate therein (cxdlug
Fund Reserve), on ornl b

nce provided.

the Director of Finance is directed
hercby appropriated to, the Sinking
Revenues in cach Fiscal Year such
ith interest and profits earned and to
s held therein, be sufficicnt to
ive of the amount in.the Sinking
efore cach interest and principal

payment date of the Bands, the amounts required to pay the

principal of and the intgres
and payable. Payment itrlo
at such times and in such 2
revenues and the operation
Gas Works as the Dircctor ¢

The Fiscal Agent sha
Sinking FFund as it deen)s
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Fiscal Agent shall mail a similar noticg to The Bond Buyer and
each Rating Agency then maintaining|a rating on such Bonds,
but failure to mait any such notice feferred to in this paragraph
or any defect in such mailed notide pr in the mailing thercol
shall not affect the validity of the redemption notice.

%]

Not more than sixty (60) days following the applicable
redemption date, a further notice shall be mailed as provided
above to the Bondholders of any Bords called for redemption
and not then presented for payment containing substantially the
same information set forth above. -

SECTION 5.03. Effect of Redeniption; Payment. Notice
having been given in the manner herginbefore provided in this
Article V or irrevocable instructions tb give such notice having
been delivered to the Fiscal Agent to pay said Bonds or
portions thereof, and funds complri g with the provisions ol
subparagraph (1) of Section 10 of llf’e Act having been deposited
in trust with the Fiscal Agent or hniv'utg been sct aside with the
Sinking Fund Depositary in a special account in the Sinking
Fund, on or prior to the date fixed (]'or redemption, the Bonds or
portions thereof so called for redcrAptiou, shall become due and
payable on the redemption date so| designated, and infcrest on
such Bonds or portidns thereof [shall cease from such
redemption date, whether such Bonds be presented for
redemption or not. The principa[l umount of all Bonds or
portions thereof so called for rede ption, together with the
premium, if any, and accrued interest|thercon, shall be paid by
the Fiscal Agent, upon presentation|and surrender thereol.

SECTION 5.04. Partial Redemption, Upon presentation
of any Bond which is to be redeembd fin part only, the City and
the Fiscal Agent shall execute and deliver to the Holder thereof,
at the expense of the City, a new Bod or Bounds ol authorized
denominations in aggregate principat amount equil to and of the

(e
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of New York, its successors and assigns, and il such
corporation shall for any reason no longer perform  the
functions of a sccurities rating agency, "S&P" shall be deemed
o refer o any other nationally recognized securitics rating
ageney designated by the City. Whenever rating categories of
S&P are specificd in this Ordinance, such categories shall be
irrespective of gradations within a category.

Scuior Bouds means Bonds which shall be first in right of
payment and as to which the coverage requirement under the
Rate Covenant shall be 150%.

Serics, when applied to Bonds, means collectively all of
the Bonds of a given issue authorized by Supplemental
Ordinance as provided in Article 1V hereof and may also mean,
it appropriate, a subseries of any such issue if, for any reason,
the City should determine 10 divide any such issue into one or
more subseries of Bonds.

Sinking Fund means the 1998 Ordinance Gas Works
Revenue Bond Sinking Fund established by Section 6.01.

Sinking Fund Depositary means the Fiscal Agent or any
other bank, bank and trust company or trust company appointed
as such by the City.

Siuking Fund Reserve means the Sinking Fund Reserve
established by Scction 6.04.

Sinking Fund Reserve Requirement means, with respect to
all Bonds secured by the Sinking Fund Reserve, an amounl
equal w the greatest amount of Debt Service Requirements
payable in any Piscal Year (except that such Debt- Service
Requirements will be computed as if any Qualificd Swap did
not exist and the Debt Service Requirements attributable to any

LEGISTAR Form ce.r L 15 - Frinted May 11, 1998




City of Philadelphia

Bill No. 980232 Certificd Copy
Variable Rate Bonds may be Dbased upon the fixed rawe of
interest as set forth in the. Supplemental Ordinance for such
Bonds), dctermined as of any particular date.

Subordinate Bonds mcans those Bowds which shall be
subordinate in right of payment to Senior Bonds and as o
which the caverage requirenient under the Rate Covenant shail

be 100%.

Supplemiental Ordinance means an ordinance suppiemental
hercto enacted pursuant to the Act and this Ordinance by the
Council of the City authorizing the issuance of a Scries of
Bonds.

Uncertificated Bond means any -Bond which is fully
registcred as a to principal and interest and which is not
represcnted by an instrument.

Unrelated Expenses mcans expenses unrelated 1o the
supply. manufacture, storage and distribution of gas or asscls
related thereto.

Variable Rate Bond means any Bond, the rate of intercst on
which is subject 1o change prior to maturity and cannot be
determined in advance of such change.

SECTION 2.02. Interprctation. All references in this
Ordinance to articles, sections and other sub-divisions arc to the
designated articles, scctions or other sub-divisions of (his
Ordinance as from time to time amended. The words "herein,”
"hereof," "hereby” and "hercunder” and other words of similar
import rcfer to this Ordinance as a whole and not to any
particular article, section or other subdivision.

SECTION 2.03. Descriptive Ilcadings. The descriptive
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, and that from and after such datc,
¢ {o accrue; provided, however; that

the Holders of any Bonds |being redeemed may file written

waivers of notice with the
Bonds may be redecmed
Holders shall mature an
redemption without the

notice is given with respg
moneys for such redemp

Fiscal Agent, and if s0 waived, such
and all rights and liabilities of said
d accruc on the date set for such
requirement of written notice. If a
ct to an optional redemption prior to
ion being deposited with the Fiscal

Agent, such notice shall bei conditioned upon the deposit of
moncys with the Fiscal Agent on or before the date fixed for
redemption and such notice| shail be of no effect unless such
moneys are 5o deposited.

The notices required to tie given by this Section 5.02 shall
state that no representa io? is made as to’ correctness or
accuracy of the CUSIP numbers listed in such notice or stated
on the Bonds. :

The notice to Bondholders shall be dcposiléd_by the Fiscal
Agent in the United States mail, first-class postage prepaid, at
lcast thirty (30) days, but jnof more than sixty (60) days. unless
otherwise provided with respect to any Series of Bonds in the
Supplemental  Ordinance jauthorizing such Series of Bonds,
prior to the redemption date,|addressed to the Holders of Bonds
called for redemption at the addresses appearing in the ‘Bond
Register. Any notice of redemption mailed in accordance with
the requirements sct forth herein shall be conclusively
presumed to have been duly |given, whether or not such notice
is actually received by the[Bandholders. No defect in the notice
with respect to any Bond {(whether in the form of notice or the
mailing thereof) shall affect the validity of the redemption
proceedings for any other Bonds. :

When notice of redenjption is mailed (o Bondholders, the
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specilied in the Bonds or the pertinent Supplemental Ordinance,

Bonds subject to optional redem
order of maturity as specified b
within a maturity by lot. When
required to be selected by Id
authorized to draw by lot the
redeemed in any manner dee
Agent. In the case of a Bond of

mtion may be redeemed in such
y the Director of Finance and
ever Bonds to be redeemed are
t, |the Fiscal Agent shall be
numbers of the Bonds to be
nca|i reasonable by lhe Fiscal
a denomination greater than the

P

minimum authorized f.‘lenominalionI the Fiscal Agent shall treat

such Bond as representing such
obtained by dividing the actual
by the minimum authorized denc

SECTION 5.02. Notice of
provided by Supplemental Or

nuinbcr of separate Bonds as is
principal amount of such Bond
Jmination.

Redemption. Unless otherwise
dinance, when the City shali

(1]

determine to redeem Bonds, upon prior written notice to ihe

Fiscal Agent of the redemption
Bonds to be redeemed, or whe
required to redeem Bonds fror
without action on the part of th
City's expense, shall cause a ng
to the Holders of the Bonds bei

date and the principal amount of
iever the Fiscal Agent shall be
1 moneys in the Sinking Fund
e City, the Fiscal Agent, at the
tice of redemption to be mailed
ng tredeemed.  Such notice shafl

specify (i) the complete official name of the Series of Bonds

being redeemed; (ii) if less than
Series are to be redeemed, ¢
numbers if applicable, of the

alll then Outstanding Bonds of a
1e | numbers, including CUSIP
Bands to be redeemed, which

may, if apptopriate, be expressed in designated blocks of
numbers, {iii) the date of issue $f each Bond being redeemed as

originally issued, (iv) the rate

f linterest borne by each Bond

being redeemed, (v) the maturity date of each Bond being
redeemed and (vi) any other descriptive information cunsidered

appropriate by the City to accu

raJely identify the Bonds being

redeemed. Such notice shall also state the redemption price and

the date fixed for redemption

that on such dite the Bonds

catled for redemption will be tug and become payable at the
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headings of the several articles and sections of this Ordinance
are inserted [or convenience only and shall not control or aflect
the meaning or construction ol any of its provisions.

SECTION 2.04. Severability. In case any one or more of
the provisions contained in this Ordinance or in any Bond
issued pursunt hereto shall for any reason be held to be
invalid, illegal or unenforceable in any respect, such invalidity,
illegality or unenforceability shall not affect any other
provisions of this Ordinance or of said Bonds, and this
Ordinance or said Bonds shalt be construed and enforced as if
such invalid, illegal or unenforceable provisions had never been
contained therein.

ARTICLE I
CONCERNING THE BONDS

SECTION 3.01. Forms Generally. " All Bonds shall be in
substantially the form set forth in this Article I, with such
appropriate insertions, omissions, substitutions and other
variations, including, without timitation, provisions for optional
and mandatory redemption, variable interest rates, capital
appreciation, book entry and coupon form, as are required or
permiticd by this Ordinance or any Supplemental Ordinance,
and may be designated as of such Series by date, number, letter
or otherwise and may also have such individual letiers,
identifying numbers or other marks, legends or endorsements
placed thercon, as may, consistently with this Ordinance and
the Act, be determined by a Supplemental Ordinance or by the
Direcctor of Fimance. The Supplemental Ordinance or the
Dircctor of Funnee shall alse determine whether or not a Series
of Bonds is to be issued in i manner whereby interest thereon
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will be excluded from pross ioncome Tor Federal income tax
purposes and whether or not a Scrics of Bonds is 1o be sceured
by the Sinking Fund Reserve. The Bonds may also have
printed thercon or on the reverse thereol the text of an
approving legal opinion with respect thereto and an appropriaic
certificate as to its correspondence with an exccuted counterpart
may be included on the fiace or on the reverse of the Bonds. A
statement of bond insurance applicable to any Bonds may alse
be printed on such Bonds. Any portion of the text of any Bond
may be set forth on the reverse thereof with an appropriate
reference on the face of the Bond.

SECTION 3.02. Form of Fully Registered Bond. Bonds
shall be substantially in the following form, subject to
modification as provided in Section 3.01:

(Form of Fully Registered Bond)
No. R- 3

UNITED STATES OF AMERICA

'COMMONWEALTH OF PENNSYLVANIA

CITY OF PHILADELPHIA GAS WORKS REVENUE
BOND ‘

(1998 General Ordinance) Serics of

Interest Maturity Dated
Rate Datc Date CusIpP

REGISTERED OWNER:
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issuance of revenue refunding bonds pursuant to Section 10 of
the Act, in the absence] of specific direction or inconsistent
authorization contained [in|the Supplemental Ordinance, (he
Director of Finance is Nereby authorized in the name and on
behall of the City to [lake all such action, including the
irrevocable pledge of praceeds and the income and profit from
the investment thercof far the payment and redemption of the
funded or refunded bonds ar notes and, if a Qualified Swap or
Exchange Agreement hasr been provided with -respect to Bonds
to be refunded, provision fpr the payment of all amounts due
and payable by the City tp the provider of such Qualified Swap
or Exchange Agrecment upen the refunding of such Bonds and
the mailing of all requiregd tedemption notices or the giving of
irrevocable instructions |{therefor, as may be necessary or
appropriate to accomplish |the funding or refunding and to
comply with the requirements of Section 10 of the Act.

ARTICLE V

REDEM P'\'ION OF BONDS

SECTION 5.01. Gmeral Provisions for Redemption.
Bonds issued hereunder shail be subject to redemption at such
times, in such order, at sulch redemption prices, upon such

notice, unless waived, and leon such terms and conditions as

may be expressed in the pa

be, in the pertinent Supp

icular Bonds, or,’as the case may
emental Ordinance. Notwithstanding

or in limitation of the foregoing, a Supplemental Crdinance for

a Scries of Bonds ma
redemption of such Serieg
the City as a call option
simwltancously with such

y |contain provisions for optional
of Bonds which may be retained by
o may be held by the City or sold
Series of Bonds or at future dates as

detecrmined by such Supplemental Ordinance. Unless otherwise
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Bonds so authorized, to receipt|for the purchase price thercof
and 1o exccute and deliver on| behalf of the City the usual
closing statements, allidavits and certificates,

The Director of Finance, [the City Solicitor, the City
Controller and such other officers of the City as may be
appropriate are authorized, in conpection with the issuance of
any Series of Bonds hereunder, jto| prepare, execute and file on
behalf of the City such statements,|documents or other material
as may accurately and properly reflect the financial condition of
the City or other malters relevant to the issuance or payment of

such Bonds and as may be req
with applicable state or federal |

Unless otherwise provided
the proceeds of sale of all Bg
deposited in the consolidated ¢
credit of the capital improveme
therefrom, in accordance with
costs of the project or projecis
Act) for which the Bonds were i
if such Bonds shall be issued

uired or appropriate to comply
awS or regulations.

n Iht;: Supplemental Ordinance,
nds issued hereunder shali be
aslll account of the City to the
nt [funds and shall be disbursed
established procedurces, for the
(as such term is defined in the
ssued; provided, however, that,
for the purpose of funding or

refunding bonds or notes prcvj‘;}u ly issued by the City, such

proceeds shall, unless otherwi
Ordinance, be deposited in a
Fund and deposited, invested

irected by the Supplemental
speciat account in the Sinking
(if appropriate) and disbursed

under the direction of the Director of Finance for the purpose

of retiring the bonds or notes
provided further that proceeds
Bonds representing capitalized

bf:;-ng funded or refunded, and
of the sale of any Series of
nterest on such Series of Bouds

shall be deposited in a separate account in the Sinking Fund and

applied, together witl any prof
to pay interest on such Series of]

t from- invesiment thereof, only
Bonds.

If the City shall, by Supplejiiental Ordinance, authorize the
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The City of Philadelphia, Pennsylvania (the "City"), for
value received, hereby promises 1o pay, but only out of Pledged
Amounts (as hereinafter defined), to the Repgistered Owner
identified above or registered assigns (the "Holder"), on Lhe
Maturity Date identified above, upon the presentation and
surrender hercof, the Principal Amount identified above and to
pay (but only out of the Pledged Amounts) interest on said
Principat Anount at the annual rate specified above, from the
most recent Interest Payment Date (as hereinafter defined) to
which interest has been puid or duly provided for, or, if no
interest has been paid, from .
on and
in each year (cach an “Interest Payment Date"), commencing

, until payment of the principal sum shall have been
made or provided for.

‘The principal of this Bond, upon maturity or redemption, is
payable at the Principal Oflice of , Or its successor,
as Fiscal Agent (the "Fiscal Agent"). Interest on this Bond will
be paid by the Fiscal Agent on each Interest Payment Date by
check or drait mailed to the person in whose name this Bond is
registered on the registration books of the City (the "Bond
Register”) nutintained by the Fiscal Agent and at the address
appearing thereon on the [last] [fifteenth] day of the month
preceding such Interest Payment Date (the “Record Date™) or in
lieu thereof, il so requested in a written notice provided to the
Fiscal Agent not less than ten (10) days prior to the relevant
Interest Payment Date by a Bondholder of $1,000,000 or more
in aggregate principal amount of Bonds, by wire transfer 10 an
account in a bank located in the United States designated by
such Bondholder. Any such interest not so timely paid or duly
provided for shall ceuse 1 be payable o the person who is the
registered owner hereol as of the Record Date and shall be
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payable 1o the person who is the registered owner hereol at the
close of business ot the fifteenth (15th) day prior to 1he date sci
for the payment of such delfiudied interest (the “Special Payment
Date”). Such Special Payment Date shall be fixed by the Fiscal
Agent in accordance with Scction 2.03 of the Ordinance (as
hereinafter defined). The principal of -and interest on this Bond
are payable in lawful money of the United States of America.

Interest on this Bond shall be paid on each Interest Payment
Date and shall be computed on the basis of a year of 360 days
consisting of twelve 30-day months and the actual number of
days elapsed.

This Bond is fully registercd in the name of the owner on
the Bond Register kept for that purpose at the Oflice of the
Fiscal Agent. No transfer shall be valid as against the City or
the Fiscal Agent unless made by the registered owner in person
or by his duly authorized attorney or legal representative and
similarly noted upon the Bond Register and hereon. Upon any
such transfer or exchange, the City and the IFiscal Agent shall
exccute and deliver to or upon the order of the registered
owner, a new registered Bond or Bonds, in authorized
denominations aggregating the principal amount hereaf,
maturing on the same date, bearing interest at the same raie,
bearing the same series designation as this Bond and registered
in such names as shall be requested.

The City and the Fiscal Agent may treat the person in whose
name this Bond is registered as the absolute owner of this Bond
for all purposes whether or not this Bond shall be overdue, and
the City and the Fiscal Agent shall not be alfected by any notice
to the contrary, All payments of the principal, interest or
redemption price made to the registered owner hercof in e
manncr set forth herein and in the Ordinance (as hereinalter
defined) shall be valid and effectual to satisfy and discharge the
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s0 that the Bonds may not
such term is defined in th
as the Council of the City
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be deemed to be “arbitrage bonds” as
e Code and applicable regulations, all
miy deem appropriate and proper and

as shall be authorized of permitted by the Act, but no such

ammendnients, provisions,

erims, covenanis or agreements {other

than those permitted undgr ] ection 9.01 and adopted pursuant
thereto) which shall be inconsistent with the provisions of, or if

they would impair a prior
as at the time amecnded or
unti] all Bonds the ho
protection of, or lo en
covenant shall cease to be

Prior to the issuance o
Director of Finance shall]
of Section 12 of the Act,
of the proccedings autho
Bonds which shall includg
(uniess previously so
Supplemental Ordinance;
the teport of the Director

supplemented, shall become effective
ders of which are entitled to the
force compliance with, such prior
oufstanding.

C(:‘chnanl contained in, this Ordinance

f any Scries of Bonds hereunder, the
in addition to the filing requircments
ﬁl(J with the Fiscal Agent a transcript
rizing the issuance of such Series of
(i) a certificd copy of this Ordinance
led); (ii) a certified copy of the
(it)) an cxecuted or certificd copy of
of|Finance required by subsection (a)

of Section 8 of the Act; (iv) [an exccuted copy of the opinion of
the City Solicitor required by subsection (b) of Section 8 of the
Act; and (v) an opinion gf Bond Counsel to the cffect that (1)
the Serics of Bonds has lgecn duly issued .for a permittcd
purposc under the Act jand under this Ordinance, (2) all
conditions precedent to the issuance of the Scries of Bonds
pursuant to the Act and this|Ordinance have been satisfied, (3)
the Series of Bonds has|been duly authorized, executed and
delivered and constitutes thejlegal, valid and binding obligation
of the City and (4) if the Intcrest on the Series of Bonds is
intended to be excluded flom gross income for Federal income
lax purposes, interest on [the Series of Bonds will be so
excluded; and thercupon the|proper officers of the City and the
Fiscal Agent shall be authprized to exccute and deliver the
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the Director of Finance, who is |
of the City 1o make such deters
applicable, on the prices, interes
in the highest and best propos
specifications as ascertained and
by the Dircctor of Finance.
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ercby designted as the ofticer
I]il!lﬂlii)lls based, to the extent
t rates or other lerms set forth
al iconforming 1o the bidding
acgepted on behalf of the City

SECTION 4.06. Conditions of lssuing Bonds,

Supplemental Ordinance; TFil
Proceeds; Refunding Bonds.
Series of Bonds, the Council

ing of Transcript; Use of
| '

Prior to the issuance of any
of the City shall adopt an

ordinance supplemental hereto [specifying  the aggregate

principal amount or maximum a
authorizing the issvance of such

rgregate principal amount, and
B(Jnds; stating that such Bonds

arc issued in respect of capital ¢ su,js of a Gas Works project or
projects of the City or to fund prrefund bond anticipation or

other obligations of the City issued

in respect thereof or for 1he

purpose of refunding debt issued for such purpose; making a
finding based on the report of tﬂc Director of Finance required
by Section 8 of the Act that the| Gas Works Revenues pledged
hereunder will be sufficient to coniply with the Rate Covenant
and also to pay all costs, expenses and payments required to be
paid therefrom and in the order, and priority stated.in Section
4.02; and containing the cow:n$m as to the payment of debt
service required by Article IX, Section 10 of the Pennsylvania
Constitution. Such Supplememntal Ordinance may specify such
form, terms and provisions of|the Bonds to be issued
thereunder; may specify a particular method of sale; may
specify the terms upon which,| or the prices for which, the
Bonds are to be sold or exchapged, including, if applicable,
competitive  bidding speciﬁcgnid ns; may contain  such
amendments to this Ordibance, finciuding amendments  or
rescission of the covenants her |in contained, and may contain
or authorize such further covenants and agreements, including
such covenants as may be appropridte under existing regulations
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liability upon 1his Bond to the extent of the sum or sums so
paid, whether or not notation of the same be made hereon, and
any consent, waiver or action (aken by such registered owner
pursuant to the provisions of the Ordinance shall be conclusive
and binding upon such registered owner, such owner's heirs,
successars and assigns, and upon all transferees hereof, whether
or not notation thereof be made hereon or on any Bond issucd
in exchange therefor.

This Bond is one of a duly authorized issue of bonds of the
City designated as its Gas Works Revenue Bonds (1998 General
Ordinance) of (he Series designated hereon (the "Bonds"),
limited in aggregate principal amount to $ issued or to be
issucd pursuint to The First Class City Revenue Bond Act (Act
No. 234 of the Pennsylvania General Assembly approved

‘October 18, 1972, as amended, 53 P.S. 15901 et seq.) (the

"Act”) under the General Gus Works Revenue Bond Ordinance
of 1998 (the "Ordinance") and the supplemental ordinance dated

(the "Supplemental Ordinance"). {(Terms used herein,
unless defined herein, shali have the meanings given in the
Ordinance or the Supplemental Ordinance.) The Bonds,
together with all previous bonds of the City, if any, issued
under the Ordinance and under previous supplemental
ordinances and together with all bonds of the City hereafier
issued under the Ordinance and all subsequent ‘supplemental
ordinances, are and will be secured under the Ordinance by a
pledge of all the rents, rates and charges imposed or charged by
the City for the use of or services rendered by the Gas Works of
the City and of certain other moneys derived from the Gas
Works and from the investment of such revenue (the "Gas
Works Revenues") and amounts held in the Sinking Fund
Reserve estublished under the Ordinance  (collectively, the
"Pledged Amounts"), This Bond is a [Senior] [Subordinate]
Bond and is {prior] [subordinate] in right of payment to other
bonds issued under the Ordinance except other {Senior]
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[Subordinate] Bonds, as to which it is cquaily and ratably
sccurcd, The Ordinance requires Gas Works Revenues o be
applicd in order of priority to (1) Net Operating Expenses then
payable, (2) debt service on bonds issued under the General Gas
Works Revenue Bond Ordinance of 1975, as amended, and
amounts required to be paid into the sinking fund rescrve
thereunder, (3) debt scrvice on Senior Bonds, payments (other
than termination paymenis) duc to the issucrs of Qualilicd
Swaps and Exchange Agreements related 1o Scnior Bonds and
payments due in respect of obligations of the Gas Works to The
Philadelphia Municipal Authority existing on the date of
adoption of the Ordinance, (4) payments due to issucrs of
Credit Facilitics related to Scnior Bonds, (5) debt servicé on
Subordinate Bonds and payments due in respect of obiigations
of the Gas Works on a parity with Subordinate Bonds
(including notes issued under the City’s General Inventory and
Receivables Gas Works Revenue Note Ordinance of 1993, or
any similar ordinance, and amounts payable to the provider of a
Credit Facility in respect of such notes) and payments (other
than termination payments) duc to the issuers of Qualificd
Swaps and Exchange Agreements related to Subordinate Bonds.,
(6) payments due to issuers of Credit Facilities related to
Subordinate Bonds, (7) required payments of the Rebate
Amount to the United Statcs, -(8) replenishment of any
deficiency in the Sinking Fund Reserve, (9) payment of general
obligation bonds of the City adjudged to be self-liquidating
from Gas Works revenues, (10) debt service on other gencral
obligation bonds issucd for the Gas Works, and ([1) Ciy
charges and any ather proper purpose of the Gas Works
(including any termination payments to issuers of Qualificd
Swaps and Exchange Agreements), except Unrelated Expenses.

The City covenants, so long as this Bond shall remiin

outstanding, to make payments of interest on the indebtedness
represented by this Bond, out of the Sinking IFund, in the scimi-
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The City hereby reserviesithe right, and nothing herein shall
be construed (o impair such|right, to finance improvements to
its Gas Works by the issu'jnc: of its gencral obligation bonds or
by the issuance, under ordinances other than Supplemental
Ordinances, of Gas Works| obligations for the payment of which
Gas Works Revenues may be pledged subject and subordinate
in cach Fiscal Year to theprior payment from such revenues of
all principal, premium, i terest and sinking fund requirements
payablc during such Fiscal Y]car under this Ordinance, as.from
time Lo time supplemented|and amended, in respect of Bonds.

SECTION 4.05. Sale|of DBonds; Taxes Not to be
Assumed; Terms and P1|'o isions; Authority of Director of
Finance. To the extent that the Supplemental Ordinance
authorizing any Serics of [Bonds hereunder shall not otherwise
provide pursuant to Scctioh 4.06:

(a) Al Bonds shal] be sold at public, private or invited
sale upon such terms not incénsislent with the Act as a majority
of the Mayor, the City Con:lrollcr and the City Solicitor may
determine to be in the best interest of the City and, if sold at
competitive public sale, shall be sold to the purchaser or

_ purchasers submitting the highest and best bid upon such terms

and conditions of the bidd in['; as shail be specified in an official
notice of sale issued in the name of the City by the Dircctor of
Finance;

(b) no covenant 19 pay or assume any taxcs shall be
included in such Bonds; and

(c) subject to the foregoing, the terms upon which or the
prices for which the Bonds ate to be sold or cxchanged, and the
form, terms and provisions (ol the Bonds, inciuding. without
limitation, the matters referred to in Section S of the Act and in
the sccond paragraph of Scction 3.03, shall ‘be determined by
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operation of the Gas Works setting forth, among other things,
in reasonuble detail financial datg concerning (he Gas Works for
such Fiscal Year, including a|balance sheet, statements of
income, equity, and changes ip Enancial condition, and an
analysis of funds avuilable to caver debt service (in cach case
not inconsistent with the statements of income, expenses, and
other accounts of the City auilil d by the City Controller)
prepared by the Manager i1 accordance with generally
recognized  municipal  accounting  principles  consistently
applied, showing compliance \irith the Rate Covenant,
accompanied by a certificate of the tlanager that the Gas Works
are in good operating condition and by a certificate of the
Director of Finance that as of the date of such report the City
has complied with all of the coan Ints in this Ordinance and in
all ordinances supplemental hcrc'to on its part to be performed.
Such report shall be furnished| tg the Fiscal Agent in such
reasonable number of copies as|shall be required to meet the
writlen requests of Bondholders therefor on a first come first
served basis. The Fiscal Agent shall keep on file a copy of eacli
report and its accompanying cer iﬁrratcs for a period of ten (10)
years and shall exhibit the same to, and permit the copying
thercof by, any Bondholder or his|auihorized representative at
all reasonable times.

SECTION 4.04. Parity and|Priority of Bonds. All Bonds

issued hereunder shall be secured by the pledge of, and grant of

a sccurity interest in, the Gas Works Revenues, except as
limited for a Series of Bonds in the Supplemental Ordinance
authorizing the issuance of such|Series of Bonds. Subordinate
Bonds shall be stbordinate to Senigr Bounds in right of payment
of principal, premium, if any, and|interest. Senior Bonds and
Subordinate Bonds shall not have|any preference, priarity or
distinction as to lien or otherwise, except as otherwise provided
herein or in a Supplemental OrJJinancc, over any olher Senior
Bonds or Subordinate Bonds, respeetively.

LEGISTAR Form cc.r -42- Printed May 11, 1998

D —————

- ® e« e e T e T

City of Philadelphia

Bill No. 980232 Certified Copy
annuitl amount shown hereon on each interest payment date of
this Bond, or, as the case may be, the proportionate part thereol
from the date hereof o the next interest payment date, and o
pay, upon surrender hereol, from the Sinking Fund on ihe
maturity date hereof or, if this Bond shall be selected for
mandstory or optional redemption, then on the applicable
redemption  date, the principal  amount hereof with the
applicable premium, if any, plus, in the case of redemption, all
interest accrued to the redemption date,

Reference is hereby made to the Ordinance for a statement
of the terms and conditions under which previous bonds, if any,
hive been issucd, under which the Bonds are issued and-under
which additional bonds will be issued, and for a statemént of
the particular rentals, revenues and moneys pledged for the
security and payment of all bonds issued under the Ordinance,
the nature, extent and manner of enforcement of the security,
the terms and conditions under which the Ordinance may be
amended or modified, and the rights of the holders or registered
owners of the Bonds with respect to such security. The City
hereby represeats to and covertants with the registered owner of
this Bond that, except for bonds issued under the General Gas
Works Revenue Bond Ordinance of 1975 (which has becn
closed to future bond issuances other than refunding bonds and
bonds issued upon exchanges, transfers or replacements), and
in the case of Subordinate Bonds, outstanding and future Senior
Bonds, (i) no Gas Works revenue bonds of the City have been
or will be issued for the payment of witich the holder has or
shall have a prior lien on or security interest in the revenues
pledged for the payment of this Bond or a prior right to
payment therelrom and (ii) all Gas Works revenue bonds. which
have been or will be equally and ml:fbly secured by such
pledged revenues have and witl be issued in accordance wilh
the provisions of the Ordiance.  lHowever, nolhing herein
contained shall be construed to prevent the City from linancing
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Gas Works projects by he issuance of its general obligation
bonds or by the issuance of Gas Works revenue honds under
other authorization for the payment of which project revenues
of the Gas Works may be pledged subject and suhordinate in
cach fiscal year to the prior payment from such revenues ol all
principal, premium, intercst and sinking fund rcquirements
payable during such fiscal year under the Ordinance in respect
of Gas Works revenue bonds issued and outstanding
thereunder.

[Insert redemption provisions.]
Notice of Redemption

When the City shall detcrmine to redecm Bonds, upon prior
written notice to the Fiscal Agent of the redemption date and
the principal amount of Bonds to be redcemed, or whenever the
Fiscal Agent shall be required to redeem Bonds from moncys in
the Sinking Fund, without action on the part of the City, the
Fiscal Agent, at the City’s cxpense, shall cause a notice of
redemption to be mailed to the Bondholders. Sucl notice shall,
among other things, state the redemption price and the date
fixed for redemption, that on such date the Bonds called for
redemption will be due and become payable at the Oflice of the
Fiscal Agent, and that from and after such date intercst thereon
shall cease to accrue; provided, however, that the Tolders of
any Bonds to be redeemed may file written waivers of notice
with the Fiscal Agent, and il so waived, such Bonds may be
redeemed and all rights and liabilities of said Holders shall
mature and accrue on the date sct for such redemption without
the requircment of written notice. If a notice is given with
respect to an oplional redemption prior to moneys for such
redemption being deposited with the Fiscal Agent, such nolice
shall be conditioned upon the deposit of moneys with the FFiscal
Agent on or before the date fixed for redemption and such
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from gross income for Federal income tax puPposcs of intercst
on any Outstanding Bonds the interest on which is intended to
be so excluded. Proceeds reccived from any such securitization
and sale shall be excluded from Gas Works Revenucs in all
calculations relating to ll’e Rate Covenant and, notwithstanding
any provision of this Ordinance to the contrary, may be used to
redeem or refund obligalim]s issued to finance the related assets
designated as non-performing.

(c) It will pay or cause the Fiscal Agent or any paying
agent appointed by the City to pay from' the Gas Works
Revenues deposited in-the |Sinking Fund the principal of, and
premium, if any, and interest on, all Bonds as the same shall
become due and payable apd as more particularly set forth in
the Bonds. i

(d) It will continuously maintain in good condition and
continuously operate the|Gas Works. :

(e) It will not iln any Fiscal Year pay from the Gas
Works Revenues any City Charges or deposit from the Gas
Works Revenues in the| general sinking fund of the City any
sinking fund charges injrespect of general obligation bonds of
the City unless prior thereto or concurrently therewith all
sinking fund charges then payable in respect of Outstanding
Bonds shall have beeri deposited in the Sinking Fund, all

amounts then payable {in
Works which are on a par
all amounts then payable
providers of Qualified $w

respect of obligations of the Gas
ty with Bonds shall have been paid,
to issuers of Credit Facilities and
aps and Exchange Agreements shall

have becn paid and all| deposits then required to the Sinking
Fund Rescrve shall have been made.

(H Tt wiil, not later
cach Fiscal Year, file wi
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over a period of up o the maximum{term permitied by the Act,
but not in excess of the useful life af the assets o be financed,
on an approximately level debt sc}vic:c basis and bear imerest at
the average .interest rate on bonds |of a similar maturity and
credit rating (without any credit] enhancement) as the Bonds
Outstanding under this Ordinanc a:rd (2) Variable Rate Bonds
will bear interest at a rate equal to the average interest rate on
such Variable Rate Bonds during the period of twenty-four (24)
consecutive calendar months immediately preceding the date of
calculation or during such shorter {period that such Variable
Rate Bonds have been Outstanding.

The Gas Commission is hergby authorized and directed,
without further authorization, 1o impose and charge and to
collect, or cause to be collected, fenls, rates and charges which
shall be sufficient in each Fiscal |Year to comply with the
foregoing Rate Covenant.

—_

=)

Notwithstanding the requirements of this Section 4.03(b)
and the pledge under Section 4.02, the City may, at such time
as there are no bonds outstanding under the 1975 Ordinance,
pursuant to a Supplemental Ordinance, securitize and sell that
portion of the Gas Works rents, rates and charges which relate
to assets which are designated as non-performing by the Gas
Commission and as to which| the Gas Commission has
designated specific rents, rates orj charges; provided that prior
to any such securitization and sale the City delivers to the
Fiscal Agent (1) an Engineer’s report including a statement
that, for the three year period following such securitization and
sale, the Gas Works rents, rates and charges (excluding thosc
securitized and sold) are currently |and will be sullicient to
comply with the Rate Covenantiset forth in Section 4.03(b)
applied as if the percentage in subsection A(iii) were 175%
rather than 150% and (2) an opinipnjof Bond Counsel that such
securitization and sale will not adversely allect the exclusion

-
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notice shall be of no effect unless such moneys are so deposited.

The notice to Bondholders shall be deposited by the Fiscal
Agent in the United States mail, first-class postage prepaid, at
least thirty (30) days, but not more than sixty (60} days prior to
the redemption date, addressed to the Holders of Bonds called
for redemption at the addresses appearing upon the Bond
Register.  Any notice of redemption mailed in accordance with
the requirements set forth herein shall be conclusively
presumied to have been duly given, whetlier or not such notice
is actually reccived by the Bondholder. No defect in the notice
with respect to any Bond (whether in the form of notice or the
mailing thereot) shall affcct the validity of the redemption
proceedings for any other Bonds.

No covenant or agrecient contained in this Bond or in the
Ordinance shall be deemed to be a covenant or agreement of
any ollicial, olficer, agent or employee “of the City in his
individual capacity, and any oflicial executing this Bond nor
any such officer, agent or employee shall be liable personally
on this Bond or under the Ordinance or the Supplemental
Ordinance or be subject to any personal liability or
accountability by reason of the issuance or sale of this Bond, all
such liability of sucl’ members, officers, agents and employees
being released s a condition of and as consideration for the
adoption of the Ordinance and the Supplemental Ordinance and
the issumice of (his Bond.

THIS BOND IS A SPECIAL OBLIGATION OF THE CITY
PAYABLE SOLELY FROM THE PLEDGED AMOUNTS
AND NEITHER THE CREDIT NOR THE TAXING POWER
OF THE CITY IS PLEDGED FOR THE PAYMENT OF TIHLE
PRINCIPAL OF, OR PREMIUM, IF ANY, OR INTEREST
ON, THIS BOND, NOR SHALL THIS BOND BE DEEMED
TO BE A GENLERAL OBLIGATION OF THE CITY.
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It is hereby certified that all conditions, acts and things
required to exist, happen and be performed under the Act and
under the Ordinance precedent o and in the issuance of this
Bond, exist, have happencd and have been performed, and that
the issuance and dclivery of this Bond have been duly
authorized by ordinance of the City duly adopted. -

IN WITNESS WHEREQOF, The City of Philadeiphia,
Pennsylvania has caused this Bond to be properly exccuted by

its Fiscal Agent, by two duly authorized officers thereof, and

the facsimile of the seal of the City of Philadelphia 1o be
imprinted hereon, and to be duly countersigned and attested by
a facsimile signature of the City Controller, as of

THE CITY OF PHILADELPHIA, PENNSYLVANIA

By:

" Fiscal Agent

Countersigned and Aftested By:

by (Facsimile Signaturc) Authorized Officer

City Controlier By:

Authorized OfTicer

SECTION 3.03. General Form, Content and Payment of
Bonds. Tlhie Bonds shall be generally designated as Gas Works
Revenue Bonds (1998 General Ordinance) of the City and shall
be issued in such Serics and within such Series in such
subserics as the City may from time to lime determine. The
aggregate principal amount of Bonds which may be issucd,
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LEGISTAR Form cc.r

39 . Printed May 11, 1998




|
City of Philadelphia

Bill. No. 980232

(cc) o stalemernt
Engincer, the Gas Works are i
that adequale steps are being Lake

(b) It will, at a minimuny
each Fiscal Year such gas rates
with all othier Gas Works Rev
Fiscal Year, equal not {ess than ¢

A. The sum of:

(i) all Net Operating
Fiscal Year;

(i1) _all principal of ar
outstanding under the 1975 O
Fiscal Year and amounts requir
fund reserve under the 1975
Year;

Certificd Copy
that, in the opinivn of the
1 %oud operating condition or
t to make them so.

, impose, charge and collect in
and charges as shall, together
nues o be received in such
ﬁc greater of:

-

Expenses payable during such

d interest on bonds issued and
rdinance payable during such
edito be paid into the sinking
Ordinance during such Fiscal

(iil) 150% of the amount required to pay Sinking

Fund deposits required during s

Qutstanding Senior Bonds and 1|
respect of the Prior Obligations du

ch Fiscal Year in respect of all
Ok of the amounts payable in

ng such Fiscal Year;

(iv) the amount required to pay Sinking Fund

deposits required during such
Outstanding Subordinate Bonds 4
Works on a parity with Subordin
Fiscal Year;

(v) the amount, if an
Sinking Fund Reserve during sug

(vi) the Rebuie Amo

LEGISTAR Form cc.r -38 -

J

O

Fiscal Year in respect of all
nd other obligations of the Gas
ate Bonds payable during such

y, [required to be paid into the
h FFiscal Year;

unt required to be paid to the

Printed May 11, 1998

® e L) . ¢ @ @&

City of Philadelphia

Bill No. 880232 Certified Copy
authenticated and delivered under this Ordipance is unlimited,
but prior to issuance of cach Series of Bonds, the City shall
adopt a Supplemental Ordinance authorizing such Series.

The Bonds of each Serics shalt be issued in such aggregate
principal amount, shall be dated on or as of such date or dates,
shall be in such denominations, shall mature or be subject 1o
mandatory redemption in such principal amounts and on such
dates, shall bear interest from such date or dates and at such
rate or rates (including, without limitation, variable, adjustable
and convertible rates), shall be subject to optional redemption at
such times and upon such terms, shall be designated as Senior
Bonds or Subordinate Bonds (and within such categories may
be designated as subordinate to other Bonds in such category
and may be limited as to source of payment 10 one or more
specific components of Gas Works Revenues), and shall contain
such other terms and conditions not inconsistent with this
Ordinance or the Act, all as shall be determined by the City and
set forth in the Supplemental Ordinance under which such
Bonds are issuced, or as shall be determined by a designated
officer or oflicers of the City thereunto authorized by the
Supplemental Ordinance or, in the absence of such provisions
or designation, as shali be determined by the Director of
Finance as specified in Section 4.05.

Il permitied by applicable law, any Series of Bonds may be
issued as Uncertificated Bonds and the foregoing provisions
specifying the form of Bonds shall be inapplicable to such
Series of Bonds,

A Scries of Bonds may be secured by a Credit Facility
mecting the requirements of this Ordinance and the applicable
Supplemental Ordinance. 1n connection with the issuunc_é of ils
Bonds or at any time thereafier so long as a Scries of Bonds
remains Qutstunding, the City also may enter into Qualificd
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Swaps or Exchange Agrecments il a miajority of the Mayor, the
City Controller and the City Solicitor determines that such
Qualified Swap or Exchange Agreement will assist the City in
more clfectively managing its intercst costs or its interest rale
exposure. The City's payment obligation under any Qualified
Swap or Exchange Agrcement shall be made only from Gas
Works Revenues. Unless otherwise acknowledged by each
Rating Agency by virtue of its confirmation of the existing
credit ratings on the City’s Outstanding Bonds, the City will not
enter into any Qualified Swap or Exchange Agrecement unless it
gives at least fifteen (15) days advance notice of its intention to
do so to each of the Rating Agcnciés, which notice shall specify
the identify of the Qualified Swap Provider or Cxchange
Agreemenlt counterparly, as the case may be.

The principal of, premium, if any, and intcrest on Bonds
issued hercunder shall be payable in lawful money of the United
States of America, which at the time of payment is legal tender
for the payment of pilb!ic and private debts; provided that, if
applicable law permits, the principal or redemption price of and
the interest on a Series of Bonds may be payable in such foreign
currency as may be specificd in the Supplemental Ordinance
authorizing such Series of Bonds. Principal of and premium, if
any, on Bonds shall be payable at the Office of the Fiscal
Agent, upon presentation and surrender of the Bonds as the
same shall become due and payable. interest on the Bonds shall
be paid by the Fiscal Agent on cach intercst payment date by
check or draft mailed to the person in whose name a Bond is
registered on the registration books maintained by ‘the Fiscal
Agent (as hereinafter provided) at the close of business on the
associated record date, and at the address appearing on such
registration books or in licu thercof, if so requested in a written
notice provided to the Fiscal Agent not less than ten (10) days
prior to the relevant interest payment date by a Bondholder of
$1,000,000 or nore in aggregate principal amount of Bonds, by
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covenants with the Holders jof|all Bonds from lili]e 1o time and
at the time outstanding under| this Ordinance, that so long as
atty sucl Bonds shall remain outstanding:

(1) No Bonds will be yssued by the City- hereunder or
under any ordinance supplemental hereto- unless the financial
report of the chief fiscal officer of the City required by Section
8 of the Act is filed with the Council of the City. Such report
may be given in reliance| op an engineering report of an
Independent consulting engineer or an Independent firm of
consulting engineers, in eitherj case having broad experience in
the design and analysis of ”:,F operation of gas" works or gas

distribution systems of thd magnitude and scope of the Gas
Works and a favorable reputation for competence in such field
(the "Engincer") setting forth the qualifications of the Engincer
and '

(i) containing a statement that the Engincer has made
such investigation of the physical properties included in the Gas
Works and of the books| apd records of the Gas Works
maintained by the City or by the Manager, as it deemed
neccssary; and

-
o

(i) on the basis Jf SPCh investigation containing:

(aa) the same matters, statements and opinion as
are rcquired by Section 8|of the Act to be contained in the
financial report of the chief fiscal officer supported by
appropriate schedules and spmmaries; ‘

(bly) a statenmjent that the Gas Works rents, rates
and charges, on the basis of which the statements required by
the loregoing clause (aa) are made, are currently and will be
sufficient to comply with the Rate Covenant sct forth in Section
4.03(h); and

LEGISTAR Formi cc.r 37 - Printed May 11, 1998




e T T P e 80

City of Philadelphia

Bili No."980232 Certilied Copy
(including notes issued under the City’s General Inventory and
Receivables Gas Works Reveniie Note Ordinance of 1993, or
any similar ordinance, and aml unts payable to the provider of a
Credit Facility in respect of Euch notes) and payments (other
than termination payments) due to the issuers of Qualilied
Swaps and Exchange Agrecme[ls related to Subordiniate Bonds,

|

(6) payments due to issuers ot Credit Facilities related o
Subordinate Bonds, (7) required payments of the Rebate
Amount to the United Siat s,‘- (8) replenishment of any
deficiency in the Sinking Fund R?serve, (9) payment of genceral
obligation bonds of the City|adjudged to be self-liquidating
from Gas Works Revenues, (10){debt service on other general
obligation bonds issued for the Gas Works, and (1) City
charges and' any other proper |purpose of the Gas Works
(including any termination pzlyl ents 1o issuers of Qualificd
Swaps and Exchange Agrecmc{ntI , except Unrelated Expenses.
The foregoing provisions shall npt be construed to require the
segregation of revenues upon cpllection.

Neither the Bonds nor the City's reimbursement or other
contractual obligations with respect to any Credit Facility,
Qualified Swap or Exchange Agreement shall constitute a
general indebtedness or a pledgelof the full faith and credit of
the City within the meaning of ny constitutional or statutory
provision or- limitation of inéleblledness. No Bondholder or
beneficiary of any of the foreg ijg agreements shall ever have
the right, directly or indirect! ‘ to require or compel the
exercise.of the ad valorem laJ&ing power of the City for the
payment of the principal and rédehlplion price of or interest on
the Bonds or the making ofJan payments hereunder. ‘The
Bonds and the obligations vit%lencecl thereby and by the
foregoing agreements shall not ovs{ilule a lien on any property
of the City other than the Gas Works Revenues.

SECTION 4.03. Particular Covenmts. The City
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wire transfer 10 an account in a bank located in the United
Stittes designuied by such Bondholder. Any such interest not so
timety paid or duly provided for shall cease to be payable to the

-person who is the registered owner thereof as of the associated

record date, and shatl be payable 1o the person who is the
registered owner thereof (or of one or more predecessor bonds)
at the close ol business on the special record date preceding the
special payment date set by the Fiscal Agent whenever moneys
become available for payment of such interest. Notice of such
special payment date shall be given by the Fiscal Agent to
registered owners as of the special record date not less than ten
(10) days prior to the special payment date. All Bonds shall
provide that principal or redemption price and interest in
respect thereof shall be payable only out of Gas Works
Revenues, moneys in the Sinking Fund Reserve and proceeds of
any applicabie letter of credit, bond insurance policy or other
Credit Facility then in effect.

Each Bond executed and delivered upon any transfer,
exchange or substitution, shall carry all the rights to interest
accrued and unpaid, and to accrue, which were carried by the
Bond or Bonds surrendered upon such transfer or exchange, or,
as the case may be, the part thereof represented by such new
Bond, and, notwithstanding anything to the contrary contained
in this Ordinince, such new Bond shall be so dated that neither
gain nor loss in interest shall result from such transfer,
exchange or substitution.

The foregoing provisions of this Section 3.03, anj other
provision in this Ordinance to the contrary notwithstanding, are
subject to the express understanding that the principal of and
interest on afl Bonds issued hereunder and the premium, if any,
payabie on redemption thereof, shall be payable only from the
remdals, revenues and moneys of the City pledged for the
paymient thercol pursuant o this Ordinance and not otherwise.

LEGISTAR Form cc.r -29. Printed May 11, 1998

e




City of Philadelphia

Bill No. 980232 Certilied Copy

SECTION 3.04. Registration, Transfer and Exchange of
Bonds; Persons Treated as Bondholders. The Fiscal Agent
shalf maintain and keep on behalf of the City, at is Principal
Office, the Bond Register, which shall, at all reasonable times,
be open for inspection by the City; and, upon presentation for
such purpose of any Bond entitled to registration or registration
of exchange or transfer at the Office of the Fiscal Agent, the
Fiscal Agent shall register or register the exchange or transler
of such Bond in the Bond Register, under the provisions hercof
and such reasonable regulations as the City and the Fiscal
Agent may prescribe.  The Fiscal Apent shall make all
necessary provisions to permit the exchange or transfer of
Bonds at its Principal Office.

The transfer of any Bond shall be registered in the Bond
Register at the written request of the Bondholder thercof or his
attorncy duly authorized in writing, upon surrender and
_cancellation thercof at the Office of the Fiscal Agent, together
with a written instrument of transfer satisfactory to the Fiscal
Agent duly exccuted by the Bondholder or his duly autherized
attorney. Upon the registration of transfer of any such Bond or
Bonds, the City shall issuc in the name of the transferee, in
aiithorized denominations, a new fully registered Bond or
Bonds in the same aggregate principal amount and of like tenor
as the surrcndered Bond or Bonds.

The Bonds, upon surrender thercof at the Office of the
[Fiscal Agent, may, at the option of the Bondholder thercof or
his attorncy duly authorized in writing, be exchanged for an
equal aggregate principal  amount of any authorized
denominations of Bonds of the same Serics and maturity and
having the same interest rate as the surrendéred Bonds.

In all cases in which the privilege of exchanging or
transferring Bonds is exercised, the City shall execute and the

LEGISTAR Form cec.r -30- rrivited May 1, 1558

B

City of|Philadelphia

Bill No. 380232 Certified Copy
The City hereby pledges |for the security and payment of all
Bonds issucd under this Ordinance and hereby grants a lici on
and security interest in, all Gas Works Revenucs, all accounts,
contract rights and general| intangibles representing the. Gas
Works Revenues and all funds and accounts established under
this Ordinance, and in ea?{ ase, the proceeds of the forepoing,

except as limited for a cr}cs of Bonds in the Supplemental
Ordinance authorizing the issuance of such Series of Bonds;
provided, however, that t‘ze ledge of this Ordinance may also
be for the benefit of the pfmlridcrvof a Credit Facility, Qualified
Swap or Exchange Agreement, or any other person who
undertakes to provide moneys for the account of the City for
the payment of principal ot redemption price of and interest on
any Series of Bonds on|an equal and ratable basis with the
rclated Series of Bonds, to the extent provided by any
Supplemental Ordinance. | For the purpose of compliance with
the filing requitements of the Uniform Commercial Code in
order to perfect the sccurity interest herein granted, the Fiscal
Agent shall be deemed to be, and the City hereby recognizes
the Fiscal Agent as, the representative of Bondholders to
cxecute financing statements as the secured party. All Gas
Works Revenues as and| when collected in each Fiscal Year
shali be applied in order of priority, to the extent then payable,
to (1) Net Operating Expc'nsl’cs then payable, (2) debt service on
bonds issucd under the 1975 Ordinance and amounts requircd
to be paid into the sinkipg fund reserve under the 1975
Ordinance, {3) debt service lon Senior Bonds, payments (other
than termination paychts) due to the issuers of Qualified
Swaps and Exchange Agreciments related to Senior Bonds and
payments due in respect of obligations of the Gas Works to The
Philadelphia Municipal |Authorily existing on the date of
adoption of the Ordinance, (4) payments due lo issuers of
Credit Facilities related o Sentor Bonds, (5) debt service on
Subordinate Bonds and payments due in respect of obligations
of the Gas. Works aon| a parity with Subordinate Bonds

=
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in licu of any Bond alleged to be destroyed, lost or stolen shall
constitute an original additional| contractual obligation on the
part of the City, whether or not the Bond so alleged to be
destroyed, lost or stolen is at any time enforceable by anyone,
and shall be equally and propordiomalcly entitied to the benefit
of this Ordinance with all othery Bonds issued under this
Ordinance.

SECTION 3.09. Credit| Enhancement; Exchange
Agreements; Qualificd Swaps. |Ag provided by Supplemental
Ordinance and subject to the reﬂugemcnls of this Ordinance,

the City may provide for a Credit  Facility, Exchange
Agreement or Qualified Swap with respect to any Series of
Bonds or portion thereof.

ARTICLEV

ISSUANCE OF BONDS; PLEDGE|OF REVENUES; COVENANTS

SECTION 4.01. Purpose of Bonds. The Bonds issucd
under this Ordinance shall be issued for the purpose of paying
the cost of projects, as such termy is|defined in the Act, related
to the Gas Works, of rt:imbursilJ g any fund of the City from
which such costs have been paid ar advanced, of funding any of
such costs for” which the City [shall have outstanding bond
anticipation notes or other obligations, of refunding any bonds
of the City issued’ for the foregoing {purposes under the Act, ol
refunding general obligation bonds jof the City issued for the
foregoing purposes or of financing anything ¢lse relating to the
Gas Works permitted under the Agt.

SECTION 4.02. Pledge of Revenues; Grant ol Sccurity
Interest; Application of Revenues; Limitation on Recourse.
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Fiscal Agent shall awthenticate and deliver Bonds in accordunce
with the provisions of this Ordinance.  Por every such exchange
or transfer of Bonds, whether temporary or definitive, the City
or the Fiscal Agent may make a charge sufficient to reimburse it
for any tax or other governmental charge required to be puid
with respect to such exchange or transfer, which sum or sums
shall be paid by the person requesting such exchange or transfer
as i condition precedent (o the exercise of the privilege of
making such exchange or transfer.

The Fiscal Agent shall not be required to make any
exchange or transfer of any Bonds during the period of fifteen
Business Days next preceding any interest payment date for
such Bonds or during the period of twenty Business Days next
preceding the first mailing ol any notice of redemption of such
Bonds or to make any exchange or transfer of any Bonds called
for redemption.

All Bonds executed, authenticated and delivered in exchange
for Bonds surrendered or upon the transfer of surrendered
Bonds shall be valid obligations of the Cilty, evidencing the
same debt as the Bonds surrendered, and shall be secured by
this Ordinance to the same extent as such surrendered Bonds.

The City and the Fiscal Agent may deem and treat the
Bondliolder of any Bond as the absolute owner of such Bond,
whether such Bond shall be overdue or not, for the purpose of
receiving payment of, or on account of, the principal of and
interest on such Bond and for all other purposes, and the City
and the Fiscal Agent shall not be alfected by any notice to the
comtrary.  All such payments so made to any such Holder or
upon his order shall be valid and effectual to satisfy and
discharge the tiability upon such Bond to the extent of the sum
or sums so pard. Any consent, waiver or other action taken by
the HMolder of any Bond pursuant to the provisions of this
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Ordinance shall be conclusive and binding upon such Holder,
such Holder's heirs, successors or assigns and upon all

transferees of such Bond, whetlicr or not notation thereof is
made on such Bond or any Bond issued in exchange therefor.

SECTION 3.05. Bonds arc Negotiable Instrunients. The
Bonds shall have the qualitics of negotiable instruments under
the law merchant and the laws pertaining to ncgotiable
instruments of the Commonwealth of Pennsylvania, subject to
the provisions for registration and transfer contained in Section
3.04,and in the Bonds.

SECTION 3.06. Temporary Bonds, Unil Bonds in
. definitive form arc ready for delivery, the City and the Fiscal
Agent may execute and deliver to the purchasers thercof,
subject to the provisions, limitations and conditions set forth
above, one or more Bonds in temporary form, whether printed,
typewritten, lithographed or otherwise produced, substantialty
in the form of the definitive Bonds, with appropriate omissions,
variations and insertions, and in authorized denominations.
Until exchanged for Bonds 'in definitive form, such Bonds in
temporary form shail be entitled to the lien and benefit of this
Ordinance, including the right to transfer and exchange any
Bond in temporary form for other Bonds in temporary form.
--Upon the presentation and surrender of any Bond or Bonds in
temporary form, the Cily and the Fiscal Agent shall, without
unreasonable delay, prepare, execute and deliver to the Holder
or Holders thereof, in exchange thercfor, a Bond or Bonds in
definitive form. Such exchange shall be made without making
any-charge therefor to the Holders of such Bonds in temporary
form.

SECTION 3.07. Execution of Bonds. The Bonds shall be
exccuted on behalf of the City by the Fiscal Agent by the
manual signatures of two of its duly authorized ollicers, under
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the seal of the City whiclj shall be cither affixed or reproduced
thereon in facsimile and ghall be countersigned and atlested by
the manual or facsimile sjgnature of the City Controller, all in

accordance with the Act of
such other manner as shag b

by Supplemental Ordinange.
issued and delivered notwit
officers signing such Bonds
be upon such Bonds, shall
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and although at the nominal
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March 24, 1949, P. L. 312, or.in
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hstanding that onc or more of the
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er.
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the Fiscal Agent and the City of
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d, lost or stolen, and of indemnity
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Bond of the same Series, maturity
d interest rate in exchange and
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and in substitution for the Bond so

h new Bond authenlticated and

delivered under the provisions of this Section 3.08, require the

payment of the expenses, including counse) fees, which may be
incurred by the City and|the Fiscal Agent in connection

thercwith. In case any such

utilated, destroyed, lost or stolen

Bond has become or is aboPt to become due and payable, the
City, in its discretion, njay, instead of issuing a new Bond,

direct the payment therepf
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PHILADELPHIA GAS COMMISSION

ONE PARKWAY BUILDING, 1515 ARCH STREET, %th FLOOR, PHILADELPHIA, PENNSYLVANIA 19102
EXECUTIVE OFFICES (215) 683-0900 FAX (215) 683-0911 Office. Admin@philagascom.net

January 31, 2006

Gregory J. Stunder, Esquire
Philadelphia Gas Works

800 West Montgomery Avenue
Philadelphia, Pennsylvania 19122

Re: Philadelphia Gas works’ Request for Approval to Issue Commercial
Papaer Notes up to the $150 Million Ordinance Maximum

Dear Mr. Stunder:

Attached is a copy of an Order properly signed and executed, adopted at the Commission
Meeting held on Thursday, January 19, 200(/3 pertaining ty the above-referenced.

L]

(>

Lucille M.Bajt\,
cc: All Philadelphia Gas Commissioners

Philip A. Bertocci, Esq., Public Advocate

Andre C. Dasent, Esq.

Abby L. Pozefsky, Senior Vice President & General Counsel
Leslie B. Hope, Senior Attorney, Law Department

Julio J. Lastra, Esq., Associate Hearing Examiner

Janet Parrish, Esq., Executive Director

Tarleton D. Williams, Hearing Examiner

Members of the PFMC Board

Attachment




BEFORE
THE
CITY OF PHILADELPHIA - GAS COMMISSION

PUBLIC MEETING HELD: January 19, 2006

In Re:  Philadelphia Gas Works’ Request for Approval to Issue
Commercial Paper Notes up to the $150 Million
Ordinance Maximum

ORDER

INTRODUCTION

After legal and public notice, the Gas Commission held a meeting on January 19, 2006 at
which a quorum was present. At this meeting, the Philadelphia Gas Works” (“PGW”) request
for approval to issue commercial paper notes up to the $150 million ordinance maximum was
before the Gas Commission for deliberation and decision. Commissioner Royal E. Brown
presented a recommendation and motion to the Gas Commission for its consideration. Having
considered this matter as well as the recommendation and motion of Commissioner Brown,
good cause exists for the action stated in this Order.

APPLICABLE STANDARDS
1.  LEGAL STANDARDS

Section VI(9) of the Agreement Between The City Of Philadelphia And The Philadelphia

Facilities Management Corporation For The Management And Operation Of The Philadelphia

Gas Works (“PFMC Management Agreement/Ordinance”) makes the Gas Commission

responsible for overseeing the operation of PGW by the PFMC." Section Vi(7) requires PFMC

' Bill No. 455 passed by City Council on December 29, 1972 as since amended.
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to keep the Gas Commission fully informed of its plans for operation, improvement, extension
and betterment of PGW. Section 1(6) imposes on PFMC the duty to apply the highest standards
of management practice and diligence to the operation of the PGW.

Section IV(3) of the PFMC Management Agreement/Ordinance as recently amended by Bill
No. 0511382 states that loans not exceeding $150 million "in aggregate principal amount at
any time outstanding" may be incurred by the City of Philadelphia on behalf of PGW for
financing accounts receivable and the purchase of inventory as authorized by applicable law.
Section IV(3) further provides that plans for such loans must be submitted to the Gas
Commission and the Director of Finance for approval of the aggregate principal amount which
may be outstanding at a single time. Under Section IV(3) the aggregate principal amount also
must be submitted to City Council for approval by resolution or ordinance.

City Council originally provided such approval through the General Inventory and Receivables
Gas Works Revenue Note Ordinance of 1993 which required that the aggregate principal
amount of commercial paper issued, authenticated, and delivered not exceed $100 million
"at any one time outstanding”.? Council subsequently renewed authorization for this program
at the $100 million maximum® and recently increased the authorized maximum to $150
million.?

2, GAS COMMISSION DIRECTIVE
Prior to the increase to a $100 million ordinance level, the maximum was $85 million. When
the maximum was increased to $100 million, the Gas Commission adopted an order dated

? See Section 8.03 of An Ordinance Authorizing, Generally, the Continued Issuance and Sale by the City of Philadelphia of Gas
Works Revenue Notes of the City, Prescribing the Forms of Notes and Providing for Their Execution and Payment, Pledging Certain Revenues
of the Gas Works as Security, Adopting 2 Rate Covenant and Directing the Imposition and Collection of Rates and Charges Sufficient to
Comply Therewith, Preseribing the Conditions Precedent to the Issuance of Specific Series of Notes, Including a Resclution Passed by the
8ond Committee Providing for Establishment of Credit Support for Nates, Providing for Designation of a Fiscal Agent and Sinking Fund
Depositary, Providing for Establishment of a Sinking Fund and its Management, Providing Remedies upon Default, and Providing for
Amendments and Modifications (Bill No. 051138 passed by City Council on December 15, 2005 and signed by Mayor John F. Street on
December 22, 2005). *

3 See Section 3.02(a) of An Ordinance Authorizing, Generally, the Continued Issuance and Sale by the City of Gas Works Revenue
Notes of the City of Philadelphia Prescribing the Forms of Notes, Their Execution and Payment, Pledging the Revenues of the Gas Works
as Security, Adopting a Rate Covenant, and Directing the Gas Commission and the Manager of the Gas Works to Impose and Collect Rates
Sufficient to Comply Therewith, Prescribing the Conditions Precedent to the Issue of Specific Series of Notes, Including a Resolution Passed

by-the-Band-Committee-Providing-for Establishment-of Credit-Support-for-Notes-Providing-for-Designation-of-a-Fiscal-Agent-and-Sioking—

Fund.Depositary,.Providing for.Establishment.of a Sinking Fund_and its Management, Providing Remedies upon Default, and Providing for

Amendments and Modifications (Bill No. 523 passed by City Council on May 27, 1993).

* Most recently, Council reauthorized the program at the $100 million maximum in 2002, See Section 3.02(a) of An Ordinance
Authorizing, Generally, the Continued Issuance and Sale by the City of Philadelphia of Gas Works Revenue Notes of the City Prescribing
the Forms of Notes, and Providing for Their Execution and Payment, Pledging Certain Revenues of the Gas Works as Security, Adopting a
Rate Covenant, and Directing the Imposition and Collection of Rates and Charges Sufficient to Comply Therewith, Prescribing the Conditions
Precedent to the Issue of Specific Series of Notes, Including a Resolution Passed by the Bond Committee Providing for Establishment of Credit
Support for Nates, Providing for Designation of a Fiscal Agent and Sinking Fund Depaositary, Providing for Establishmeat of a Sinking Fund
and its Management, Providing Remedies upon Default, and Providing for Amendments and Modifications (Bill No. 020245 passed by City
Council on May 9, 2002).

3 See generally Bill No. 051138 (passed by City Council on December 15, 2005),
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May 30, 1994 directing that should PGW wish to issue notes in excess of $85 million it must
first obtain Gas Commission approval.®

BACKGROUND/PROCEDURAL HISTORY

1. PRIOR APPROVED ISSUANCES
Under the framework created by our Order And Resolution dated May 30, 1994 PGW has
sought and obtained the Gas Commission’s approval to borrow up to the previously-applicable
$100 million maximum on five occasions: in September 1994, February 1998, February 1999,
November 1999 and June 2005.7

2, CURRENT PGW REQUEST
By letter dated December 22, 2005 PGW requested that the Gas Commission approve the
issuance of an additional $50 million in commercial paper notes up to the new authorized
maximum level of $150 million. By transmittal letter dated January 6, 2006 PGW filed
additional supporting documentation in response to a request from the Executive Director of
the Gas Commission. PGW submitted copies of the following documents:

. Section 4 of the Credit Agreement for PGW’s $100 million commercial paper letter of
credit (amended and restated as of August 8, 2005) setting forth the applicable credit
terms and fees;

. a summary of PGW’s fee schedule;

. a Budget of Cash Receipts and Disbursements for the Fiscal Year (“FY”) ending August
31, 2006 {updated as of January 6, 2006); and

. a Daily Cash Forecast for January 2006.

By letter dated January 11, 2006 the Public Advocate expressed his support of PGW's request.
During our meeting held on January 19, 2006 PGW provided additional information about

& See In Re: Tax Exempt Commercial Paper Program, Order And Resolution (May 30, 1994}, at 1 and at 2 {Ordering Paragraph
2} (Public Meeting Held May 3, 1994},

7 See In Re: Tax Exempt Commercial Paper Program, Order And Resolution (QOctober 20, 1994}, at 2 (Public Meeting Held
September 13, 1994), See In Re: PGW Request for Commission Authorization to Increase Commercial Paper From $85 Million to $100
Million, Order {February 20, 1998}, at 2 (Ordering Paragraph 1) (Public Meeting Held February 5, 1998). See tn Re: PGW Request for Gas
Commission Authorization to Increase the Limit on Qutstanding Tax-Exempt Commercial Paper from $85 Million to $100 Millien Until
December 31, 1999, Order (February 3, 1999), at 3 (Ordering Paragraph 1) (Public Meetings Held January 12, 1999 and January 19, 1999).
See In Re; PGW Request for Gas Commission Authorization to Increase the Limit on Outstanding Tax-Exempt Commercial Paper from $85
Miflion to $100 Million, Order (November 24, 1999), at 3 (Ordering Paragraph 1) {Public Meetings Held October 5, 1999 and November
16, 1999). See In Re: PGW Request for Approval 1o Issue $20 Million in Commercial Paper Notes up to the $100 Million Ordinance
Maximum, Order (uly 12, 2008), at 4 (Public Meeting Held June 21, 2005).
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the applicable interest rate for its commercial paper.®

DISCUSSION

Based on our review of this matter, we believe that PGW's request should be approved. PGW
states that this additional $50 million of liguidity would be used to meet short-term working
capital requirements and for any arbitrage opportunities that may arise. PGW represents that
the terms and fees for this $50 million increment would be the same as for the current $100

million letter of credit.

During the early months of the heating season, PGW'’s cash receipts are traditionally lower
than its expenditures. Considering the substantial price increases reflected in the natural gas
supply bills which PGW must pay this winter, the additional $50 million liquidity is necessary,
starting with the bill due on January 25, 2006. PGW'’s most recent projections show that the
January bill for natural gas supply will exceed $100 million. Further, PGW forecasts that the
collection factor for FY 2006 will be 93%, rather than the budgeted 94.5%.

IT IS HEREBY ORDERED THAT: _

PGW'’s request for authority to issue $50 million in additional commercial paper notes, up to
the maximum aggregate principal amount of $150 million, is approved in accordance with the
terms set forth in PGW’s letter dated December 22, 2005.

ﬁm%é«)

Marian B. Tasco (Chairwoman)

Dated: /7 /39 /&'é
/S

® See Meeting Transcript, at 7 - 8.
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City of Philadelphia
|

o) |
s

(Bill No. 051138)

AN ORDINANCE

Authorizing, generally, the continued issuance and sale by the City of Philadelphia of
Gas Works Revenue Notes of the City, prescribing the forms of notes and providing for
their execution and payment, pledging certain revenues of the Gas Works as security,
adopting a rate covenant and directing the imposition and collection of rates and charges
sufficient to comply therewith, prescribing the conditions precedent to the issuance of
specific series of notes, including a resolution passed by the Bond Committee providing
for establishment of credit support for notes, providing for designation of a fiscal agent
and sinking fund depositary, providing for establishment of a sinking fund and its
management, providing remedies upon default, and providing for amendments and
modifications.

THE COUNCIL OF THE CITY OF PHILADELPHIA HEREBY ORDAINS:
ARTICLE 1

AUTHORIZATION, SCOPE AND PURPOSE -
SHORT TITLE

This Ordinance is enacted pursuant to the provisions of The City of Philadelphia
Municipal Utility Inventory and Receivables Financing Act (Act No. 231, approved
December 7, 1982) (the “Act”) for the purpose of authorizing the issuance from time to
time of Gas Works Revenue Notes of the City to be secured by a pledge of certain
revenues of the Gas Works as security, in an aggregate principal amount not exceeding
one hundred fifty miilion dollars ($150,000,000) at any one time outstanding, as shall
from time to time be authorized by resolution of the Bond Committee (or any two of
them as provided by the Act) as more particularly hereinafter set forth. This Ordinance is
intended to continue the authority for issuance of Gas Works Revenue Notes contained in

the-General-Inventory-and-Receivables-Gas-Works-Revenue-Note-Ordinance:of-2602;Bilt

No—020245;approved-May-29;,2002-(the-*‘2002-Ordinance™);-subject-to-the-terms-and
conditions hereof. At such time as Gas Works Revenue Notes are issued pursuant to the
authority contained in this Ordinance, no additional Gas Works Revenue Notes shall be
issued under the 2002 Ordinance. For so long as any Gas Works Revenue Notes are
outstanding under the 2002 Ordinance, the principal amount thereof shall be included for
purposes of calculating the maximum principal amount of Gas Works Revenue Notes that
may be issued and outstanding under this Ordinance. This Ordinance shall be known as
the General Inventory and Receivables Gas Works Revenue Note Ordinance of 2005.
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City of Philadelphia

BILL NO. 051138 continued Certified Copy
ARTICLE 11
DEFINITIONS AND OTHER PROVISIONS OF
GENERAL APPLICATION
Section 2.01. Definitions

For all purposes of this Ordinance and any ordinance supplemental hereto, except
as otherwise expressly provided or unless the context otherwise requires:

Act means the act of December 7, 1982 (P.L. 827, No. 231) known as The City of
Philadelphia Municipal Utility Inventory and Receivables Financing Act (53 P.S. 1699.1
to 1699.21), as amended from time to time.

Bond Committee means the Mayor, the City Controller and the City Solicitor, or
any two of them, being the bond committee referred to in the Act.

Chief Fiscal Officer means the person appointed by the Manager as chief fiscal
officer of PGW or, in the absence of such an appointed person, the person acting as chief
fiscal officer of PGW.

City means The City of Philadelphia.

City Charges means the proportionate charges, if any, for services performed for
PGW by all officers, departments, boards or commissions of the City which are contained
in the computation of operating expenses of PGW, including, without limitation, the
expenses of the Gas Commission, and also means the base payments to the City
contained in the Management Agreement and all other payments made to the City from
Gas Works Revenues.

City Controller means the controller of the City, including a person acting as
controller under applicable law.

City Solicitor means the solicitor of the City, including a person acting as
solicitor under applicable law.

C0de-means-t-he—Intemal—Rcvenue-G(;:ie-of—l-986,—aramendedrand-the-mles—and

regulations promulgated thereunder and applicable thereto.

CP Notes means the City of Philadelphia Gas Works Revenue Notes, CP Series,
authorized to be issued hereunder, as more particularly described in Sections 3.01(b) and
3.02(b) hereof.

Credit Support Entity means any bank, insurance company or other appropriate
entity providing a Credit Support Instrument with respect to any Notes.

City of Philadelphia -2-
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BILL. NO. 051138 continued Certified Copy

Credit Support Instrument means a letter of credit, line of credit, standby
purchase agreement, policy of insurance or other mechanism for providing funds to be
drawn upon by the City or by the Fiscal Agent on behalf of or as trustee for the
Noteholders to pay the principal of or interest on any Notes or to make a deposit in the
Sinking Fund.

Dealer means any securities dealer, broker or other entity acting as purchaser of,
or broker for, the Notes pursuant to an agreement with the City.

Director of Finance means the chief financial, accounting and budget officer of
the City as established by the Philadelphia Home Rule Charter, including a person acting
as director of finance under applicable law.

Final Maturity means, as to a series of CP Notes, the date stated in the
Resolution authorizing such series as the final maturity date of such series, which shall be
not later than August 31, 2010.

Fiscal Agent means any bank, bank and trust company or trust company named
as such pursuant to Section 5.02 hereof or its successor.

Fiscal Year means each fiscal year of PGW.

Gas Commission means the Gas Commission provided for by the Philadelphia
Home Rule Charter as presently constituted or hereafter reconstituted in accordance with
law,

Gas Works or PGW means all property, real and personal, owned by the City
and used in the acquisition or manufacture, storage and distribution of natural, liquefied;
synthetic or manufactured gas or in the maintenance, management or administration
thereof and all activities ancillary and related thereto, and also, as the context may
require, means the business entity managed by the Manager.

Gas Works Revenue Bonds means Gas Works revenue bonds of the City
presently or hereafter issued pursuant to the Act of October 18, 1972 (P.L. 955, No. 234)
known as The First Class City Revenue Bond Act (53 P.S. 15901 to 15924), or other

applicable_statute,the_General Gas.Works-Revenue-Bond Ordinance 0f 1975 (Bill No.—————

1871,-approved-May-30,-1975,-as-amended-and-supplemented);-the-General-Gas-Works

Revenue Bond Ordinance of 1998 (Bill No. 980232, approved April 30, 1998, as
amended and supplemented, and as the same may be further amended) and any other
ordinance enacted pursuant to The First Class City Revenue Bond Act.

Gas Works Revenues means all operating and nonoperating revenues of the Gas
Works derived from its activities and assets involved in the supply, manufacture, storage
and distribution of gas, including all rents, rates and charges imposed or charged by the
City upon the owners or occupants of properties connected to, and upon all users of, gas
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distributed by the Gas Works and all other revenues derived therefrom and all other
income derived by the City from the Gas Works. Revenues derived from activities
unrelated to the supply, manufacture, storage and distribution of gas or assets related
thereto shall not be included in Gas Works Revenues, provided that the Gas Works
receives fair payment for the use of gas related assets and personnel of the Gas Works
used in such activities, which payments shall be included in Gas Works Revenues. In
particular, Gas Works Revenues shall not include revenues from enterprises or functions
not related to gas activities (e.g, activities involving the supply, generation or distribution
of electricity). Gas Works Revenues shall not include those portions of the Gas Works’
rents, rates and charges which are securitized and sold pursuant to Section 4.03(b) of the
General Gas Works Revenue Bond Ordinance of 1998 (Bill No. 980232) or any similar
provision in any successor to such ordinance.

Installment means any issuance of CP Notes intended to be treated as part of a
single issue under Section 1.150-1 (c)(4)(ii) of the Treasury Regulations promulgated
under the Code.

Inventory means any fuel, materials or supplies acquired by PGW, used directly
or indirectly to provide service to the public, and which would be shown as a current
asset on a balance sheet of PGW prepared in accordance with generally accepted
accounting principles.

Management Agreement means the Agreement dated December 29, 1972
between the City and the Manager for the management and operation of PGW, as
presently or hereafter amended, or any subsequent agreement which may be entered into
by the City pertaining to the management of PGW.

Manager means Philadelphia Facilities Management Corporation currently
managing PGW pursuant to the Management Agreement, or its successor or such other
person, corporation, commission or department of the City that may be designated by the
City to manage PGW. ’

Mayor means the Mayor of the City, including a person acting as mayor under
applicable law.

NaturakGas-Choice-and-Competition-Act-means-the-Actof-Jume=22,-1999 P ——————————

122, No217as amended fromtimeto-time?
Net Operating Expenses means Operating Expenses exclusive of City Charges.

Note or Notes means any Gas Works revenue note or notes of the City, issued
and outstanding pursuant to the Act and this Ordinance, including Refunding Notes, CP
Notes and Revenue Notes.

Noteholder or Holder means the holder of any Note.
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Operating Expenses means all costs and expenses of PGW necessary and
appropriate to operate and maintain the Gas Works in good operable condition during
each Fiscal Year, and shall include, without limitation, the Manager’s fee, salaries and
wages, purchases of service by contract, costs of materials, supplies and expendable

e equipment, maintenance costs, costs of any property or the replacement therefor for any
work or project related to the Gas Works which does not have a probable useful life of at
least five (5) 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 accepted accounting principles consistently applied, but shall

@ exclude depreciation, interest and sinking fund charges. Operating Expenses shall not

include Unrelated Expenses.
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Qutstanding means, when used with reference to the Notes, as of any particular
date, the aggregate of all Notes authenticated and delivered under this Ordinance, except:

(a) Notes cancelled by the Fiscal Agent or delivered to the Fiscal
Agent for cancellation;

(b) Notes for the payment of which payments in the necessary amount
have been theretofore deposited in an account in the Sinking Fund for the holders such
Notes; and

(c) Notes in lieu of or in substitution for which other Notes shall have
been authenticated and delivered pursuant to Section 3.08 hereof.

Project means the Inventory or Receivables, or both, or any part thereof.

Project Costs means all costs of acquisition or funding of a Project including, but
not limited to, costs, fees and expenses of financial advisors, attorneys and other experts
engaged in connection with the Project, fees and expenses of the Fiscal Agent and rating
agencies, financing costs including bond discount, additional security costs including fees
and expenses related to a Credit Support Instrument, interest on money borrowed to
finance the Project if capitalized, the repayment of temporary loans made in connection
with the Project and reimbursement for any of the foregoing costs incurred or paid prior
to or after the issuance of Notes.

Public Utility Commission means the Pennsylvania Public Utility Commission
as presently constituted or hereafter reconstituted in accordance with law.

Rate Covenant means the rate covenant contained in Section 4.03(b) hereof.

Receivables means accounts receivable billed to customers of PGW, but not yet
. 1 .
paid, as would be shown as a current asset on a balance sheet of PGW prepared in
accordance with generally accepted accounting principles.

) Refunding Notes means Notes issued to provide funds to pay the principal of and
interest on Notes or 2002 Notes previously issued, including prior issues of Refunding

Nates; Refunding Notes may be issued as Notes or Revenue Notes

Reimbursement Agreement means any agreement between the City and a Credit
Support Entity governing the terms and conditions upon which a Credit Support
Instrument will be provided and the terms and conditions of the Reimbursement
Obligation.

Reimbursement Obligation means the obligation of the City to repay to a Credit
Support Entity amounts provided under a Credit Support Instrument, together with
premium, if any, and interest thereon; the Reimbursement Obligation may be evidenced
by a promissory note or notes of the City.
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Resolution means a resolution duly passed by the Bond Committee authorizing
the issuance of the Notes hereunder or taking any other action required or permitted
hereunder.

Revenue Notes means the City of Philadelphia Gas Works Revenue Notes,
authorized to be issued hereunder, as more particularly described in Section 3.01(c) and
3.02(c) hereof.

Sinking Fund means a sinking fund established pursuant to Section 5.01 hereof.

Sinking Fund Depositary means the Fiscal Agent named pursuant to Section
5.02 hereof or its successor.

Stated Maturity means, as to a particular CP Note, the maturity date of such CP
Note, which shall be not less than one (1) day after the issue date of such CP Note and
not later than two hundred seventy (270) days from the date of issuance of the particular
CP Note; provided, however, that the Stated Maturity shall not be later than the earlier of
13 months following the date of initial issuance of any Installment of CP Notes or the
Final Maturity.

2002 Notes means any gas works revenue note or notes of the City issued and
outstanding pursuant to the Act and the 2002 Ordinance.

Unrelated Expenses means expenses unrelated to the supply, manufacture,
storage and distribution of gas or assets related thereto.

Section 2.02. Interpretation.  All references in this Ordinance to
articles, sections and other subdivisions of this Ordinance are to the designated articles,
sections or other subdivisions of this Ordinance as originally enacted. The words
“herein,” “hereof,” “hereby” and “hereunder” and other words of similar import refer to
this Ordinance as a whole and not to any particular article, section or other subdivision,
except as otherwise specifically provided. :

Section 2.03. Descriptive Headings. The descriptive headings of the
several articles and sections of this Ordinance are inserted for convenience only and shall

not control or atfect the meaning or construction of any of its pravisions.

Section 2.04. Severability. In case any one or more of the provisions
contained in this Ordinance or in any Note issued pursuant hereto or the application
thereof to any person or circumstance shall for any reason be held to be invalid, the
remainder of this Ordinance or such Note and the application of such provision to other
persons or circumstances, shall not be affected thereby, unless the court finds that the
valid provisions are so essentially and inseparably connected with, and so dependent
upon, the void provision or application, that it cannot be presumed that City Council
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would have enacted or provided for the remaining valid provisions without the void
provision; or unless the court finds that the remaining valid provisions, standing alone,
are incomplete and are incapable of being executed in accordance with the intent of City
Council.

Section 2.05. Powers Preserved. Nothing in this Ordinance is intended
to or shall be construed to affect the authority of the Gas Commission under Section 5-
902 of the Philadelphia Home Rule Charter or the Management Agreement, to the extent
consistent with the Natural Gas Choice and Competition Act.

ARTICLE 1III

CONCERNING THE NOTES

Section 3.01. Forms of Notes.

(a) All Notes shall be in substantially the forms set forth in this
Article ITI, with such appropriate insertions, omissions, substitutions and other variations,
including variations deemed necessary to issue the Notes in book-entry form, as may,
consistently with this Ordinance and the Act, be determined by or in the manner specified
by the Bond Committee in a Resolution. The Notes may be printed, lithographed or
typewritten with or without steel engraved borders. The Notes may also have printed
thereon or on the reverse thereof the text of an approving legal opinion with respect
thereto and an appropriate certificate as to its comrespondence with an executed
counterpart may be included on the face or on the reverse of the Notes. The Notes may
also have printed thereon or on the reverse thereof or attached thereto a Credit Support
Instrument or the text thereof. Any portion of the text of any Note may be set forth on the
reverse thereof with an appropriate reference on the face of the Note.

(b) CP Notes shall be in substantially the following form:

(Form of CP Note)

THE CITY.OE-PHILADELBHIA, PENNSYLVANIA .
GAS-WORKS-REVENUE-NOTE
CP Series [Letter Designation]

Principal Sum Issue Date
Interest on Stated Maturity Stated Maturity
Due at Stated Maturity Number of Days
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Interest Rate

The City of Philadelphia (the “City™), for value received, hereby promises to pay
in lawful money of the United States of America to the bearer hereof, on the Stated
Maturity set forth above, the Principal Sum set forth above and to pay interest on said
Principal Sum for each day from the Issue Date set forth above until payment of said
Principal Sum has been made or duly provided for at the Interest Rate per annum set forth
above, calculated on the basis of a three hundred sixty-five (365) day year or three
hundred sixty-six (366) day year, as applicable, payable on the Stated Maturity set forth
above. The principal of and interest on this Note are payable in immediately available
funds at the office of Fiscal Agent of the City, at

This Note is one of a duly authorized issue of Notes of the City designated as its
Gas Works Revenue Notes of the Series designated hereon (the “CP Notes”), issued
pursuant to the General Inventory and Receivables Gas Works Revenue Note Ordinance
of 2005 (Bill No. approved , 2005) of the City (the “General
Ordinance™) and a Resolution dated of the Bond Committee referred to
in the General Ordinance. The City covenants to pay the CP Notes and interest thereon
when due and such payments shall be made out of the Gas Works Revenues (as defined
in the General Ordinance), except to the extent paid from the proceeds of Refunding
Notes issued under the General Ordinance or funds provided by a Credit Support
Instrument (as defined in the General Ordinance). All notes issued under the General
Ordinance (the “Notes”), including the CP Notes, are secured equally and ratably by the
pledge of and grant of a security interest in the Gas Works Revenues.

This Note is a special obligation which the City is obligated to pay solely from the
Gas Works Revenues and from the proceeds of Refunding Notes. The CP Notes are not
general obligations of the City and do not pledge its general credit or taxing power or
create any debt or charge against the general revenues of the City. As defined in the
General Ordinance, Gas Works Revenues include all operating and nonoperating
revenues of the Philadelphia Gas Works (the “Gas Works™) derived from its activities
and assets involved in the supply, manufacture, storage and distribution of gas, including
all rents, rates and charges imposed or charged by the City upon the owners or occupants
of properties connected to, and upon all users of, gas distributed by the Gas Works and all

other revenues derived therefrom and_all_ather_income_derived_by_the_City_from.the_Gas

Works. The General Ordinance requires the Gas Works Revenues to be applied to net
operating expenses of the Gas Works and the payment of debt service on certain Gas
Works Revenue Bonds and certain other obligations of the Gas Works payable from Gas
Works Revenues prior to payment of the principal of and interest on the Notes.

[Any Credit Support Instrument for the benefit of the
Noteholders may be described here.]
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IN WITNESS WHEREOF, the City has caused this Note to be duly signed in its
name by the manual or facsimile signatures of the Mayor, City Controller and City
Solicitor and the seal of the City or a facsimile thereof to be affixed or imprinted hereon,
and has caused this Note to be countersigned by two (2) duly authorized officers of
® , the duly authorized Fiscal Agent of the City.

THE CITY OF PHILADELPHIA

By:
Mayor
[Seal]
By:
City Controller
By:

City Solicitor
COUNTERSIGNED: (FISCAL AGENT]

Fiscal Agent

By:

By:
Authorized Officers

(¢) Revenue Notes shall be in substantially the following form:

(Form of Revenue Note)

THE CITY OF PHILADELPHIA, PENNSYLVANIA
GAS WORKS REVENUE NOTE
Series [Letter Designation]

A [\ Issue Date
Principal Sum Stated Maturity
Interest Rate

The City of Philadelphia, Pennsylvania (the “City”), for value received, hereby
promises to pay in lawful money of the United States of America to the bearer hereof, on
the Maturity Date set forth above, the Principal Sum set forth above and to pay interest
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on said Principal Sum for each day from the Issue Date set forth above until payment of
said Principal Sum has been made or duly provided for at the Interest Rate per annum set
forth above, calculated on the basis of a three hundred sixty-five (365) day year or three
hundred sixty-six (366) day year, as applicable, payable on the Maturity Date set forth
above. The principal of and interest on this Note are payable in immediately available
funds at the office of Fiscal Agent of the City, at

This Note is one of a duly authorized issue of Notes of the City designated as its
Gas Works Revenue Notes of the Series designated hereon (the “Revenue Notes™), issued
pursuant to the General Inventory and Receivables Gas Works Revenue Note Ordinance
of 2005 (Bill No. approved, , 2005) of the City (the “General
Ordinance™) and a Resolution dated of the Bond Committee referred to
in the General Ordinance. The City covenants to pay the Revenue Notes and interest
thereon when due and such payments shall be made out of the Gas Works Revenues (as
defined in the General Ordinance), except to the extent paid from the proceeds of
Refunding Notes issued under the General Ordinance or funds provided by a Credit
Support Instrument (as defined in the General Ordinance). All notes issued under the
General Ordinance (the “Notes”), including the Revenue Notes, are secured equally and
ratably by the pledge of and grant of a security interest in the Gas Works Revenues.

This Note is a special obligation which the City is obligated to pay solely from the
Gas Works Revenues and from the proceeds of Refunding Notes. The Revenue Notes are
not general obligations of the City and do not pledge its general credit or taxing power or
create any debt or charge against the general revenues of the City. As defined in the
General Ordinance, Gas Works Revenues include all operating and nonoperating
revenues of the Philadelphia Gas Works (the “Gas Works™) derived from its activities
and assets involved in the supply, manufacture, storage and distribution of gas, including
all rents, rates and charges imposed or charged by the City upon the owners or occupants
of properties connected to, and upon all users of, gas distributed by the Gas Works and all
other revenues derived therefrom and all other income derived by the City from the Gas
Works. The General Ordinance requires the Gas Works Revenues to be applied to net
operating expenses of the Gas Works and the payment of debt service on certain Gas
Works Revenue Bonds and certain other obligations of the Gas Works payable from Gas
Works Revenues prior to payment of the principal of and interest on the Notes.

[Any—Credit—Support” liistrumeiit_for the benefit of _the

Noteholders may be described here.]

City of Philadelphia




City of Philadelphia

® BILL NO. 051138 continued Certified Copy

IN WITNESS WHEREQF, the City has caused this Note to be duly signed in its
name by the manual or facsimile signatures of the Mayor, City Controller and City
Solicitor and the seal of the City or a facsimile thereof to be affixed or imprinted hereon,
and has caused this Note to be countersigned by two (2) duly authorized officers of
® , the duly authorized Fiscal Agent of the City.

THE CITY OF PHILADELPHIA
By:
Mayor
[Seal]
By:
City Controller
By:

City Solicitor
COUNTERSIGNED: [FISCAL AGENT]
Fiscal Agent

By:

By:
Authorized Officers
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Section 3.02. General Form and Content of Notes.

(a) Notes shall be generally designated as Gas Works Revenue Notes
of the City and shall be issued in such series and within such series in such sub-series as
may from time to time be determined by or in the manner prescribed by a Resolution.
The aggregate principal amount of Notes which may be issued, authenticated and
delivered under this Ordinance may not exceed one hundred fifty million dollars
(8150,000,000) at any one time Outstanding, and prior to issuance of each series of
Notes, the Bond Committee shall adopt a Resolution authorizing such series. For the
purpose of calculating the maximum principal amount of Notes which may be issued and
QOutstanding hereunder, the aggregate principal amount of any outstanding 2002 Notes
shall be deemed to be Qutstanding hereunder.

Subject to the provisions of this Ordinance, Notes may be issued in
such denominations in bearer or in fully registered form; may be issued in Installments;
shall bear such identifying designation or title; shall be dated; shall be payable at such
rate or rates of interest, including supplemental, contingent or variable interest, payable
on such dates; may be subject to such provisions for redemption in whole or in part or
both, at such prices, at such times and places; shall be stated to mature on such date or
dates, not later than August 31, 2010; shall be payable as to principal or interest, or both,
at such places by the City or by such paying agent or Fiscal Agent of the City as the City
appoints; may provide for the payment by the City of such tax or taxes on the Notes; and
may contain such other terms, provisions, statements or covenants, not inconsistent with
the Act or this Ordinance as may be determined in or in the manner specified in a
Resolution.

(b) Each series of CP Notes shall be issued from time to time, subject
to the limitations set forth in this Ordinance, in such principal amounts as from time to
time shall be determined by the Bond Committee. The CP Notes of a series shall be (i)
dated as of their respective dates of issuance, (ii) numbered serially in consecutive
numerical order from 1 upwards, (iii) issued in minimum denominations of one hundred
thousand dollars ($100,000) or any integral multiples of one thousand dollars ($1,000) in
excess thereof, (iv) issued without coupons and payable to bearer or such other person or
entity designated by the City, including a depository or person designated by a depository
if the CP Notes are issued in book-entry form, (v) issued as interest-bearing CP Notes

(provided —thatifiterest shall accrue thereon from and including_the daté of issuance

thereof to, but not including or after, the stated maturity thereof), (vi) have interest
payable and principal amounts maturing at such times as are stated therein, but in no
event later than the Final Maturity of such series of CP Notes, (vii) payable as to
principal and interest at Stated Maturity in immediately available funds in lawful money
of the United States of America upon presentation and surrender at the principal
corporate trust office of the Fiscal Agent, and (viii) authenticated by the Fiscal Agent and
delivered by the Fiscal Agent to, or as directed by, the Dealer, from time to time in the
manner provided for and subject to the conditions specified herein and in any agreement
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hereafter entered into by the City and the Dealer or Fiscal Agent, promptly upon receipt
by the Fiscal Agent of a request specifying, as to each of the CP Notes then being issued,
(A) the date of issue, Stated Maturity, serial number and principal amount, (B) the rate of
interest to be carried thereby, (C) the total of principal and interest to be due thereon at
the Stated Maturity thereof, (D) the name of the payee, if other than bearer, and (E) the
aggregate purchase price to be paid therefor by the Dealer or such other person or entity
as such request shall specify. Delivery of the CP Notes by the Fiscal Agent to, or as
directed by, the Dealer shall be against payment made in the manner specified herein.

(c) Each series of Revenue Notes shall be issued from time to time,
subject to the limitations set forth in this Ordinance, in such principal amounts as from
time to time shall be determined by the Bond Committee. The Revenue Notes of a series
shall be (i) dated as of their respective dates of issuance, (ii) numbered serially in
consecutive numerical order from 1 upwards, (iii) issued in minimum denominations of
five thousand dollars ($5,000), or any integral multiples thereof, (iv) issued without
coupons and payable to bearer or such other person or entity designated by the City, (v)
issued as interest-bearing Revenue Notes (provided that interest shall accrue thereon from
and including the date of issuance thereof to, but not including or after, the stated
maturity thereof), (vi) have interest payable and principal amounts maturing at such times
as are stated therein, but in no event later than August 31, 2010, (vii) payable as to
principal and interest at maturity in immediately available funds in lawful money of the
United States of America upon presentation and surrender at the principal corporate trust
office of the Fiscal Agent, and (viii) authenticated by the Fiscal Agent and delivered by
the Fiscal Agent to the Dealer from time to time in the manner provided for an subject to
the conditions specified herein and in any agreement hereafter entered into by the City
and the Dealer or Fiscal Agent, promptly upon receipt by the Fiscal Agent of a request
specifying, (A) as to the series of Revenue Notes then being issued, (i) the date of issue,
(ii) maturity date, (iii) rate of interest to be carried thereby, and (B) as to each Revenue
Note within such series, (i) the serial number and principal amount, (ii) the name of the
payee, other than the bearer, and (iii) the aggregate purchase price to be paid therefor by
the Dealer or such other person or entity as such request shall specify. Delivery of the
Revenue Notes by the Fiscal Agent to the Dealer shall be against payment made in the
manner specified herein.

The foregoing_provisions_of this Section 3.02,._any_other provisions_in_this

Ordinance_to_the_contrary_notwithstanding, are_subject.to-the_express_understanding that

the City shall have no obligation to pay the Notes except from the Gas Works Revenues
and from the proceeds of Refunding Notes. The Notes shall be limited obligations of the
City payable solely from Gas Works Revenues and from proceeds of Refunding Notes
and shall not pledge the City’s general credit or taxing power or create any debt or charge
against the general revenues of the City.

Section 3.03. Payment of Notes at Maturity. The Notes and any
interest thereon shall be payable in lawful money of the United States of America at the
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office of the Fiscal Agent, or at the principal office of a paying agent designated in such
Notes, but only upon presentation and surrender of such Notes, except as otherwise
herein provided with respect to mutilated, destroyed, lost or stolen Notes.

Section 3.04. Notes are Negotiable Instruments. The Notes shall have
the qualities of negotiable instruments under the laws pertaining to negotiable
instruments of the Commonwealth of Pennsylvania.

Section 3.05. Transfer of Notes. All Notes shall be negotiable and title
thereto shall pass by delivery.

Section 3.06. Ownership of Notes. The City, the Fiscal Agent and any
paying agent designated in any Note may treat the bearer of any Note as the absolute
owner of such Note for all purposes whether or not such Note shall be overdue, and
neither the City, the Fiscal Agent nor any paying agent shall be affected by any notice to
the contrary. Any consent, waiver or other action taken by the bearer of any Note
pursuant to the provisions of this Ordinance shall be conclusive and binding upon such
holder, his heirs, successor or assigns, and upon all transferees of such Note whether or
not notation of such consent, waiver or other action shall have been made on such Note
or on any Note issued in exchange therefor.

Section 3.07. Execution of Notes. The Notes shall be executed on behalf
of the City by the manual or facsimile signatures of the Mayor, City Solicitor, and City
Controller under the seal of the City, which shall be either affixed or reproduced thereon
in facsimile and shall be countersigned and attested by the manual signatures of two duly
authorized officers of the Fiscal Agent, or in such other manner as shall be authorized by
law and prescribed by a Resolution. Any such Notes may be executed, issued and
delivered notwithstanding that one or more of the officers signing such Notes or whose
facsimile signature shall be upon such Notes or any thereof, shall have ceased to be such
officer or officers at the time when such Notes shall actually be delivered, and although at
the nominal date of the Note, any such person shall not have been such officer.

Section 3.08. Mutilated, Destroyed, Lost or Stelen Notes. Upon receipt

————————"by-the-Fiscal-Agent-and-the-City—of-evidence=satisfactory—to-both-of—them—that=a

uumtandmg‘Note—haS'been destroyed; lost;-or-stolen; andof indemnity satisfactory o
both of them, then, in the absence of notice to the City or to the Fiscal Agent that such
Note, if alleged to have been lost or stolen, has been acquired by a bona fide purchaser, or
if a Note has been mutilated, the City in its discretion may execute and deliver a new
Note of the same series and same maturity and of like tenor in exchange and substitution
for, and upon surrender and cancellation of, the mutilated Note or in iieu of and in
substitution for the Note so destroyed, lost or stolen.
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The City may, for each new Note authenticated and delivered under the
provisions of this Section 3.08, require the payment of the expenses, including counsel
fees, which may be incurred by the City and the Fiscal Agent in the premises. In case any
such mutilated, lost or stolen Note has become, or is about to become, due and payable,

1 the City, in its discretion, may, instead of issuing a new Note, direct the payment thereof
at maturity and the Fiscal Agent shall thereupon pay the same.

Any Note issued under the provisions of this Section 3.08 in lieu of any Note
alleged to be destroyed, lost or stolen shall constitute an original additional contractual
® obligation on the part of the City whether or not the Note so alleged to be destroyed, lost
or stolen be at any time enforceable by anyone, and shall be equally and proportionately
entitled to the benefits of this Ordinance with all other Notes under this Ordinance.
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ARTICLE IV

ISSUANCE OF NOTES

Section 4.01. Purpose of Notes. The Notes issued under this Ordinance
shall be issued for the purpose of financing or refunding the Project Costs of a Project or
any part thereof, to refund Notes previously issued hereunder or to refund 2002 Notes
issued under the 2002 Ordinance.

® Section 4.02. Pledge of Gas Works Revenues; Grant of Security
Interest; Application of Gas Works Revenues. The City hereby pledges for the
security and payment of all Notes issued under this Ordinance, and hereby grants a
security interest in the Gas Works Revenues, including all accounts, general intangibles,
cash proceeds, non-cash proceeds, chattel paper, whether tangible or electronic, and
supporting obligations, as each term is defined in the Pennsylvania Uniform Commercial
Code and all Proceeds, as such term is defined in the Pennsylvania Uniform Commercial
Code.

For the purpose of the financing statements to be filed under the Uniform
Commercial Code, the Fiscal Agent shall be deemed to be, and the City hereby
recognizes the Fiscal Agent as, the representative of the Noteholders.

All Gas Works Revenues as and when collected in each Fiscal Year shall be
applied in order of priority, to the extent then payable, to (1) Net Operating Expenses
then payable, (2) debt service on bonds issued under the General Gas Works Revenue
Bond Ordinance of 1975, as amended (the *1975 Ordinance™} and amounts required to be
paid into the sinking fund reserve under the 1975 Ordinance, (3) debt service on Senior
Bonds issued under and as defined in the General Gas Works Revenue Bond Ordinance
of 1998, as amended and as may be further amended (the “1998 Ordinance”), payments
(other than termination payments) due to the issuers of Qualified Swaps and Exchange
Agreements (as each such term is defined in the 1998 Ordinance) related to Senior Bonds
and payments due in respect of obligations of the Gas Works to The Philadelphia
Municipal Authority existing on the date of adoption of the 1998 Ordinance, (4)
payments due to issuers of Credit Facilities (as defined in the 1998 Ordinance) related to
———--=————"Senior-Bonds;-(5)-debt:servicezon-Subordinate-Bonds-(as-defmed-m=the=998-Ordimance) ———————=
and payments due—in respect—of —oblipationsof theGas— Works o a parity with
Subordinate Bonds (including the Notes issued under this Ordinance and notes issued
under any similar ordinance, and amounts payable to the provider of a Credit Facility in
respect of such notes) and payments (other than termination payments) due to the issuers
of Qualified Swaps and Exchange Agreements related to Subordinate Bonds, (6)
payments due to issuers of Credit Facilities related to Subordinate Bonds and payments
(other than termination payments) due to the issuers of Qualified Swaps and Exchange
Agreements with respect to bonds issued under the 1975 Ordinance to the extent that the
1998 Ordinance is hereafter amended to provide for the Qualified Swaps and Exchange
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Agreements with respect to such bonds, (7) required payments of the Rebate Amount (as
defined in the 1998 Ordinance) to the United States, (8) replenishment of any deficiency
in the Sinking Fund Reserve (as defined in the 1998 Ordinance), (9) payment of general
obligation bonds of the City adjudged to be self-liquidating from Gas Works Revenues,

® (10) debt service on other general obligation bonds issued for the Gas Works, and (11)
City Charges and any other proper purpose of the Gas Works (including any termination
payments to issuers of Qualified Swaps and Exchange Agreements), except Unrelated
Expenses. The foregoing provisions shall not be construed to require the segregation of
revenues upon collection.

The security interest granted in this Section 4.02 shall be subject and subordinate
in all respects to the security interests granted in the 1975 Ordinance and the 1998
Ordinance and any financing statement filed to evidence the security interest granted in
this Section 4.02 shall contain a statement to that effect.

Section 4.03. Particular Covenants. The City covenants with the
holders of all Notes front time to time outstanding under this Ordinance that, so long as
any such Notes shall remain Outstanding:

(a) No Notes will be initially issued by the City hereunder
unless there is first filed with the Bond Committee;

(i) the financial report of the Chief
Fiscal Officer required by Section 8(1) of the Act containing the
statements and opinion required thereby; and

(ii) the legal opinion of the City Solicitor
required by Section 8(2) of the Act.

(b) It will, at 2 minimum, impose, charge and collect in each
Fiscal Year such rates and charges as shall, together with all other Gas Works Revenues
to be received in such Fiscal Year, produce funds sufficient to pay the Notes and any
interest thereon after all other applications of Gas Works Revenues which are prior to the
Notes in right of payment; provided that for so long as the Notes are secured by a Credit
Support Instrument and the Credit Support Entity is obligated thereon to provide funds

=== gufficient to pay the Notes and is riot in defaultunder such Credit Support Instrizment; the

City may treat the Notes as payable over the period of time during which the City is
required to pay the Credit Support Entity pursuant to its Reimbursement Obiigation.

The Manager is hereby authorized and directed, without further authorization, to
impose and charge and to collect, or cause to be collected, rents, rates and charges which
shail be sufficient in each Fiscal Year to comply with the foregoing Rate Covenant and,
as provided in the Natural Gas Choice and Competition Act, the Public Utility
Commission shall approve rates and charges sufficient to comply with the foregoing Rate
Covenant, all in accordance with the Natural Gas Choice and Competition Act.
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(c) In addition to the limitations contained in Section 3.01
hereof, the aggregate principal amount of Notes and 2002 Notes Outstanding shall not
exceed Project Costs on the date of issuance of the Notes.

(d) It will pay or cause the Fiscal Agent or paying agent to pay
the Notes when due from the Gas Works Revenues deposited in the Sinking Fund (except
to the extent paid from the proceeds of Refunding Notes or funds provided by a Credit
Support Instrument).

(e) It will continuously maintain in good condition and
continuously operate the Gas Works.

4] It will not pay from the Gas Works Revenues any City
Charges unless there is then existing no default in payment of the Notes.

() It has, in Section 4.03(b) hereof, authorized the imposition,
charging and collection of rates and charges sufficient from time to time to comply with
the Rate Covenant set forth in Section 4.03(b) hereof and it will not repeal or materially
adversely dilute such authorization.

Section 4.04. Tax Covenants of the City. The City hereby covenants
that it will not take any action, or fail to take any action, if any such action or failure to
take action would adversely affect the exclusion from gross income of the holders of the
Notes of the interest on the Notes under Section 103 of the Internal Revenue Code of
1986, as amended, and the regulations promulgated thereunder (“Code”). The City
hereby further covenants that it will not directly or indirectly use or permit the use of any
proceeds of the Notes or any other funds of the City, or take or omit to take any action
that would cause the Notes to be “arbitrage bonds” within the meaning of Section 148(a)
of the Code and that it will comply with all requirements of Section 148 of the Code to
the extent applicable to the Notes. In the event that at any time the City is of the opinion
that for purposes of this covenant it is necessary to restrict or limit the yield on the
investment of any money held by the Fiscal Agent, the City shall so instruct the Fiscal
Agent in writing, and the Fiscal Agent shall take such action as may be necessary to

comply with such instructions.

Without limiting the generality of the foregoing, the City shall pay or cause to be
paid from time to time all amounts required to be rebated to the United States of America
pursuant to Section 148(f) of the Code and any temporary, proposed or final Treasury
Regulations as may be applicable to the Notes from time to time. This rebate obligation
shall survive payment in full of the Notes.

The Chief Fiscal Officer is hereby authorized and directed to make any elections
on behalf of the City permitted by the Code or any Treasury Regulations he deems
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necessary or appropriate to enable the City to comply with the requirements of this
covenant.

The foregoing covenant shail not apply to any series of Notes, the interest on
which is not intended to be excludable from gross income of the holders thereof for
federal income tax purposes.

Section 4.05. Notes to be Parity Instruments. All Notes issued
hereunder shall be equally and ratably secured by the pledge of and grant of a security
interest in the Gas Works Revenues created in Section 4.02 hereof without preference,
priority or distinction as to lien or otherwise, except as otherwise hereinafter provided, of
any one Note over any other Note.

Section 4.06, Sale of Notes; Terms and Provisions. All Notes shall be
sold at public or private sale on such terms and at such prices as may be determined by or
in the manner prescribed in the Resolution.

Section 4.07. Conditions of Issuing Notes; Filing of Transcript;
Further Action. Prior to the issuance of the first Notes of any series of Notes, the Bond
Committee shall adopt a Resolution specifying the aggregate principal amount, and
authorizing the issuance of such series of Notes; stating that such Notes are issued for the
purposes specified in Section 4.01 hereof; and making a finding based on the report of the
Chief Fiscal Officer required by Section 8 of the Act that the Gas Works Revenues
pledged hereunder will be sufficient to comply with the Rate Covenant and also to pay all
costs, expenses and payments required to be paid therefrom and in the order and priority
stated in Section 4.02 hereof, and containing the covenant as to the payment of debt
service required by Article IX, Section 10 of the Pennsylvania Constitution.

Except to the extent specified herein, the Resolution shall specify the terms and
provisions of the Notés to be issued thereunder, a particular method of sale, the terms
upon which, or the prices for which, the Notes are to be sold or exchanged, including, if
applicable, competitive bidding specifications and an agreement with any Dealer
appointed for the Notes; may contain or authorize such further covenants and agreements,
including such additional covenants as may be appropriate under existing regulations so

that the"Notes may not be deemed to be “arbitrapeé bonds” a5 such term is defined in the

Code; may specify the agreement with the Fiscal Agent and provisions goveming the
execution and delivery of Notes and the deposit and payment of moneys and other
appropriate matters; may specify the Reimbursement Agreement with any Credit Support
Entity providing a Credit Support Instrument, including the maturity, interest rate, terms
and conditions of the City’s Reimbursement Obligation and provisions for a security
interest in the Gas Works Revenues and the proceeds from the sale of the Notes to the
same extent as granted in this Ordinance with respect to the Notes; shall specify
provisions for a Sinking Fund pursuant to Article V hereof; and may contain such other
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provisions as the Bond Committee may deem appropriate and proper and as shall be
authorized and permitted by the Act.

Prior to the issuance of the first Notes of any series, the Director of Finance shall
comply with the transcript filing provisions of the Act, and such Notes will not be issued
until the approval of the Court of Common Pleas of Philadelphia County has been
obtained in the manner prescribed by the Act.

The Director of Finance, the City Controller, the City Solicitor and such other
officers of the City as may be appropriate are authorized in connection with the issuance
of any series of Notes hereunder, to prepare, execute and file on behalf of the City such
statements, documents or other material as may accurately and properly reflect the
financial condition of the City or other matters relevant to the issuance or payment of
such Notes and as may be required or appropriate to comply with applicable state or
federal laws or regulations.

In addition, the Director of Finance is authorized to make such elections under the
Code with respect to the Notes as he or she deems advisable, and to take such action on
behalf of the City with respect to the investment of the proceeds of the Notes, and the
Director of Finance and any member of the Bond Committee are authorized to make such
covenants and certifications as may be necessary or advisable in order to further
implement the tax covenant set forth in Section 4.04 hereof.

Section 4.08. Credit Support. In the event that any Notes are to be
further secured by a Credit Support Instrument, the Bond Committee may enter into a
Reimbursement Agreement with the Credit Support Entity. The Reimbursement
Agreement may contain such terms and provisions as may be approved in a Resolution,
including the maturity, rate of interest and other terms of the Reimbursement Obligation,
provisions pledging and granting a security interest in the Gas Works Revenues and the
proceeds of the Notes in order to secure the City’s obligations under the Reimbursement
Agreement to the same extent as granted by this Ordinance with respect to the Notes, and
representations, covenants, indemnification provisions and other terms not inconsistent
with this Ordinance and the Act; provided, however, that the Reimbursement Obligation
with respect to any funds advanced by the Credit Support Entity shall not be fater than

August-3.1,-2010.and.the.City_shall-not have.any obligation.to_pay-any liability.arising. out
gust-2.1, 22 ; e

of-the-Reimbursement-Agreement-except-from-the-Gas-Works-Revenues-orthe-proceeds

of Refunding Notes. Any Reimbursement Obligation shall not be a general obligation of
the City and shall not pledge its general crédit or taxing power or create any debt or
charge against the general revenues of the City.

ARTICLE V

SINKING FUND
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Section 5.01. Establishment of Sinking Fund. Each Resolution shall
establish a Sinking Fund for the benefit and security of the holders of the Notes of a
particular series.

The City covenants to deposit in the Sinking Fund from the Gas Works Revenues,
such amounts as will, together with interest and profits eamed and to be eamed on
investments held therein, be sufficient to pay, on or before each payment date of the
Notes, the amounts required, after taking into account any amounts paid from the
proceeds of Refunding Notes or pursuant to a Credit Support Instrument, to pay the Notes
then becoming due and payable.

Section 5.02. Fiscal Agent. Such state or federally chartered bank, bank
and trust company or trust company as may from time to time be appointed by the Bond
Committee in a Resolution, shall act as Fiscal Agent in respect of one or more series of
Notes issued under this Ordinance. The Fiscal Agent shall also act as Sinking Fund
Depositary of the Sinking Fund, and as authenticating agent and paying agent of the
Notes in respect of which it is the Fiscal Agent. A Credit Support Entity may also act as
Fiscal Agent. Nothing in this Ordinance shall be construed to prevent the City from
engaging other or additional Fiscal Agents from time to time or from engaging other or
additional Sinking Fund Depositaries, authenticating agents or paying agents of the Notes
or any series thereof, but there shall be only one Fiscal Agent at a particular time for a
series of Notes.

Subject to the foregoing, the proper officers of the City are authorized to enter
into contracts or to confirm existing agreements governing the maintenance of accounts
and records, the authentication of Notes, the disposal of canceled Notes, the rights, duties,
privileges and immunities of the Fiscal Agent, and such other matters as are authorized
by the Act and as are customary and appropriate and to confirm the agreement of the
Fiscal Agent, in its seve\ral capacities, to comply with the provisions of the Act and of this
Ordinance. s

Section 5.03. Payments from the Sinking Fund. The Fiscal Agent shall
liquidate investments on direction of the Director of Finance, or, if for any reason he or
she should fail to give such direction, as necessary so as to have available in cash not

later-than:the-due-date-thercofan:amount-required-to-pay-the:Notes:

Except as otherwise provided in a Resolution, any excess moneys in the Sinking
Fund and moneys for the payment of the Notes unclaimed after the due date for two (2)
years, shall be repaid to the City but such repayment shall not discharge the obligation, if
any, for which such moneys were previously held in the Sinking Fund.

Section 5.04. Management of the Sinking Fund. Except as otherwise
provided in a Resolution, all moneys deposited by the City held in the Sinking Fund, to
the extent not currently required, shall be invested as authorized by the Act, or deposited
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in interest-bearing accounts authorized by the Act, all at the direction of the Director of
Finance. All deposits, including interest-bearing deposits, of moneys deposited by the
City in the Sinking Fund, to the extent not insured as provided in the Act, shall be
secured as required by the Act. Interest and profits from such investments shall be added
to the Sinking Fund and credited in reduction of or to complete required deposits by the
City into the Sinking Fund.

ARTICLE VI

DEFAULTS AND REMEDIES

Section 6.01. Defaults and Statutory Remedies. If the City shall fail or
neglect to pay or to cause to be paid any Note when due, or if the City shall fail to
comply with any provision of the Notes or with any covenant of the City contained in this
Ordinance or a Resolution then, under and subject to the terms and conditions stated in
the Act, the holder or holders of any Note or Notes shall be entitled to all of the rights and
remedies, including the appointment of a trustee, provided in the Act.

Section  6.02. Remedies Not Exclusive; Effect of Delay in Exercise of
Remedies. No remedy herein or in the Act conferred upon or reserved to the trustee, if
any, or to the holder of any Note is intended to be exclusive (except as specifically
provided in the Act) of any other remedy or remedies, and each and every such remedy
shall be cumulative and shall be in addition to every other remedy given hereunder or
now or hereafter existing at law or in equity or by statute.

No delay or omission of the trustee, if one be appointed, or of any Noteholder to
exercise any right or power accruing upon any default shall impair any such right or
power or shall be construed to be a waiver of any such default, or an acquiescence
therein; and every power and remedy given by this Article VI, by the Act or otherwise
may be exercised from time to time, and as often as may be deemed expedient.

Section  6.03. Remedies to be Enforced Only Against Gas Works
Revenues. Any decree or judgment for the payment of money against the City by reason
of default hereunder shall be enforceable only against the Gas Works Revenues and no

decree-or-judgment-against-the-City-upon-an-action-brought-hereunder-shall-order-or-be

construed to permit the occupation, attachment, seizure, or sale upon execution of any
other property of the City.

ARTICLE VI

AMENDMENTS AND MODIFICATIONS

Section 7.01. Amendments and Modifications. This Ordinance may be
supplemented, modified or amended:
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(2) to cure any ambiguity or defective or inconsistent provision,
omission or mistake, or manifest error herein or therein;

(b) to grant to or confer upon Noteholders, or a trustee, if any, for the
benefit of Noteholders any additional rights, remedies, powers, authority, or security that
may be lawfully granted or conferred;

(¢) to add to, modify or delete any of the provisions hereof in a
manner which will affect only Notes issued after the amendment or modification
becomes effective; and

(d) to comply with any mandatory provision of state or federal law or
with any permissive provision of such law or regulation which does not substantially
impair the security or right to payment of the Notes, but no amendment or modification
shall be made with respect to any outstanding Notes to alter the amount, rate or time of
payment, respectively, of the principal thereof or the interest thereon without the written
consent of the holders of all affected Outstanding Notes;

(e) except as aforesaid, in such other respect as may be authorized in
writing by the holders of a majority in principal amount of the Notes Outstanding and
affected.

ARTICLE VIII

MISCELLANEOQUS

Section 8.01. Ordinance and Resolutions are Contracts with
Noteholders. This Ordinance and Resolutions adopted pursuant hereto are contracts with
the holders of all Notes from time to time QOutstanding hereunder and thereunder and
shall be enforceable in accordance with the provisions of Article VI hereof and the laws
of the Commonwealth of Pennsylvania.

_ Section 8.02. Repeals. All ordinances and parts of ordinances heretofore
adopted pursuant to the Act to the extent that the same are inconsistent herewith are

— hereby repealed

Section 8.03. Amendment of Management Agreement. City Council
hereby authorizes the amendment of that certain Agreement Between The City of
Philadelphia and the Philadelphia Facilities Management Corporation for the
Management and Operation of the Philadelphia Gas Works, originally dated December
29, 1972, authorized pursuant to an Ordinance of City Council, approved December 29,
1972 (Bill No. 455), as further amended as authorized by Ordinance on numerous other
occasions, as follows:

City of Philadelphia -24-
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To revise Paragraph 3 of Sections IV (Accounting Methods) to read as follows,
with new text double-underlined in italics and deleted text with deuble
strilcothroughs

3. Temporary Financing

Short-term loans not exceeding twenty million dollars in amount or twelve
months in duration may be negotiated in anticipation of revenues, except that short-term
Joans exceeding twenty million dollars but not exceeding forty-five million dollars in
amount may be negotiated in anticipation of revenues for Fiscal Year 1982 of the Gas
Works and may be outstanding during the period July 1, 1981 through June 30, 1982, If
such loans are required, plans therefor shall be submitted to the Gas Commission and the
Director of Finance for approval of amount of loan. The amount of any such loan shall
also be subject to the approval by resolution or by ordinance of City Council.

The Gas Works; may also receive temporary advances from the City in
anticipation of revenues which are anticipated to be received by the Gas Works provided
that such advances do not exceed twenty million dollars in amount or twenty-four months
in duration; provided further, however, that during the period June 30, 1981 through June
30, 1983 and the period September 1, 2000 through August 31, 2002, such advances may
exceed twenty million doliars but shall not exceed forty-five million dollars in amount
and may exceed twenty-four months but not exceed seventy-two months in duration. The
amount of each such advance shall be subject to the prior approval of the Director of
Finance and the Gas Commission and to the approval by resolution or by ordinance of
City Council.

In addttlon to the foregoing authorized borrowings, loans not exceeding eme
rpdred-raill 0 one hundred fifty million dollars in aggregate principal amount at
any time outstandmg may be incurred for financing accounts receivable and the purchase
of inventory for the Gas Works, as authorized by applicable law. If such loans are
required, plans therefor shall be submitted to the Gas Commission and the Director of
Finance for approval of the aggregate principal amount of such loans which may be
outstanding at any single time. Such aggregate principal amount shall also be subject to

approval-by-resolution-or-by-erdinance-of City-Couneil:

Cily of Phitadelphia _95-
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CERTIFICATION: This is a true and correct copy of the original Bill, Passed by
the City Council on December 15, 2005. The Bill was Signed by the Mayor on

December 22, 2005.

Patricia Rafferty
Chief Clerk of the City Council

City of Philadelphia -26-



Philadelphia Gas Works’ Base Rate Filing

II. RATE OF RETURN

I1.A.13. Attach copies of the summaries of the projected 2 year’s Company’s
budgets (revenue, expense and capital).

RESPONSE:

Philadelphia Gas Works’ Fiscal Year 2006-2007 Operating Budget and Five Year
Forecast for Fiscal Years 2008 through 2012 are attached.



800 W. Montgomery Avenue

PHILADELPHIA GAS WORKS T lP hﬂha("fflli‘l(l:i‘;-5 1;28419122
Joseph R. Bogdonavage ) elephone: 4-6444
Senior Vice President - Finance LEG _ Fax: {215) 684-6243

} : E-mail; JBogdona@pgworks.com

September 22, 2006
The Honorable Marian B. Tasco
Chairwoman
PHILADELPHIA GAS COMMISSION
One Parkway Building
1515 Arch Street, 9th Floor

Philadelphia, PA 19102

Re: Philadelphia Gas Works Five-Year Forecast - Fiscal Years 2008-2012

Dear Chairwoman Tasco:

Enclosed for your consideration is an original along with cight (8) copies of PGW's
updated Operating Budget Five-Year Forecast for the fiscal periods 2008 through 2012,

If there are any questions regarding this filing, please feel free to contact me at 215-
684-6444, -

Sincei'ely,

ogd

ice Presidénf - Finance

JRB/de

Enclosures

cC: All Gas Commissioners
Philip Bertocci, Esq.
Andre C. Dasent, Esq.
Joseph F. Golden, Jr.
Steven P. Hershey
Vincent J. Jannetti
Thomas E. Knudsen
Janet Parrish, Esq.
Abby Pozefsky, Esq.

~ Gregory J. Stunder, Esq.

Craig E. White



2006-2007 OPERATING BUDGET &

PHILADEI PHIA GAS WORKS

Primary Assumptions

Revenues & Sales

* 4,555 Degree Day basis of normal weather utilized for revenue projections, WNA in effect.

'FIVE YEAR FORECAST

* Sales forecasts (net) utilized for the six-year period and GCR factors are as follows:
* Proposed $100.0 M Base Rate Increase in FY 2007, effective 8/1/07 through FY 2012.

* Customer Responsibility Program pérticipant levels 70,500 through out the forecast period.

Firm
FY 2007 52,451
FY 2008 52,654
FY 2009 52,712
FY 2010 52,849
FY 2011 52,882
FY 2012 . 53,194~

Firm
FY2007 § 904,264
FY 2008 1,029,971
FY 2009 996,284
FY 2010 935,557
FY 2011 928,163
Fy 2012 917,607

Sales in (Mmc

Interrupt Transport
3,199 13,323
3,282 13,744
3,383 14,097
3,511 14,440
3,661 14,751
3,833 15,032
Biiled Gas Reventues (000's)"
Interrupt Transport
$ 41,192 $% 7256 %
42,678 7,889
42,485 8,461
42,305 8,983
44,036 9,465
45,891 9,908

Total
68,973
69,680
70,192
70,800
71,394
72,059

Total
952,712
1,080,538
1,047,230
986,845
981,664
973,406

* Universal Service Charge effective includes CRP, Sr. Citizen Discount & Conservation.

A AL

Projected

GCR @ Mcf

10.9400

11.7000

11.0700
9.8800 .

9.7300

9.5100

* Customer utilization {residential) is anticipated to remain constant throughout the forecast period
with minimal growth in firm sales. '

* Restructuring surcharge anticipated to be eliminated reflecting new rate design as a resuit of the

proposed $100.0 million base rate increase effective 9/1/07.

Operating Expenses

* Personnel levels are expected to decline through attrition, and productivity and

efficiency enhancements.

" FY 2010 .

FY 2007
FY 2008
FY 2009

FY 2011
FY 2012

Average
Personnel Level

1,740
1,720
1,700
1,680
1,660
1,640




PHILADELPHIA GAS WORKS |
2006-2007 OPERATING BUDGET & FIVE YEAR FORECAST

PRIMARY ASSUMPTIONS

Operating Expenses (Continued)
Page Two ‘

* Wage increases of 3% effective September 1, 20086, 2.5% effective May 16, 2007 were assumed
with 2% each subsequent year of the forecast period. .

* General inflation rates of 2.0% were utilized throughout the forecast period absent any
specific departmental information regarding expenses. i.e., (Health Insurance ).

* Health insurance cost increases were projected based on information provided by PGW's
health care consultant.

Health Premiums

Active Retirea Total
FY 2007 519,126 $18,758 $37,884
FY 2008 21,379 20,565 41,944
"FY2009 T 23481 - - 22,423 - - 45,904 - -
FY 2010 25,447 24,207 49,654
FY 2011 27,578 26,141 53,719
FY 2012 29,890 28,236 68,126 .

* Pension expense based on the August 2006 actuarial report prepared by PGW's actuarial
consultant dated June 6, 2006.

* Qvertime expense budgeted at $9,906,000 in Fiscal Year 2006-07.

* Environmental expenditures covered by insurance recovery through FY 2008 with amortization
continuing through the forecast period.

* Property & Public Liability Insurance premiums forecasted to rise by 4.0%. _

* Bad Debt Expense forecasted between $71.1M in FY 2007 and $76.0 M in FY 2012,

* Collection factor projected at 94.0% of billed revenues in FY 2007 and 93% in FY 2008 through
through FY 2012, reflecting the proposed $100 0 million base rate increase effective 9/1/07.

Financing & Capital Spending

* Interest earnings on PGW's Revenue Bond Sinking Fund are reduced throughout the forecast
period reflecting the August 2002 Guaranteed Investment Contract.

* Interest earnings rates assumed at 4.0% under 12 months, 4.5% 12-60 months,
* City of Phitadelphia $18.0 million payment made in FY 2011 and FY 2012.
* New money financing of $150,000,000 fixed rate anticipated to close by December 2006.
No new capital financings expected as a resuit of the proposed $100.0 million base rate increase.

Additional Debt reduction of $70. G million anticipated by August 2012,

* Capital Improvement Fund Balances for capital expenditures at 8/31:

FY 2007 $° 99,843,000 $150,000,000 Bond Sale 12/1/06 proceeds $132,150,000.
FY2008 $§ 39,843,000

FY2008 $ -
FY2010 $ -
FY2011 $ -
FY2012 § -




PHILADELPHIA GAS WORKS .

2006-2007 OPERATING BUDGET & FIVE YEAR FORECAST
PRIMARY ASSUMPTIONS

Financing & Capital Spending (Continued)

Page Three o o

* Revenue Bond Sales were forecasted to provide partial funding of capital éxpenditures

in the foliowing years:

FY 2007 December, 2006

$150.0 Million @ 6.5%

* Commercial Paper Program & $45.0 million City Loan outstanding level and cash balance
assumptions at 8/31: Commercial Paper renewal at $150.0 Millicn effective 1/06.

Available Liguidity

TXCP City Loan Cash
FY 2007 $70.0 million $43.0 miflion $16.2 million
FY 2008 $45.0 million $0 million $5.5 million
FY 2009 $20.0 million $0 million $11.2 million
FY 2010 $0 million $0 million $12.3 million
FY 2011 $20 milfion $0 mitiion $11.6 miilion
FY 2012 $35 million $0 million " $10.6 million

$96.2 mitfion
$110.5 million
$141.2 million
$162.3 million
$141.6 miflion
$125.6 million

* Capital Spending and the funding sources are forecasted at the following levels:

FY 2007
FY 2008
FY 2009
FY 2010
FY 2011
FY 2012

Spending Capital Fund Draw  Other Funding
$75,152,000 $72,000,000 $3,152,000
62,597,000 60,000,000 2,597,000
64,755,000 39,843,000 24,912,000
63,018,000 A | 63,018,000
61,587,000 0 61,587,000
59,920,000 0 59,920,000

Total Funding
$75,152,000
62,597,000
64,755,000
63,018,000 “IGF
61,587,000 *IGF
59,920,000 *IGF

* Debt Service Coverage Ratios were forecasted at the following levels:
Fixed

1975 Sr, Debt Coverage Charge

1998 Sr. Debt

FY 2007 3.93 1.97 131
FY 2008 6.53 2.80 1.95
FY2009 664 2.73 1.92
FY 2010 6.91 2.62 1.88
FY 2011 598 2.35 1.86
FY 2012 5.74 2.50 1.54

* Debt Capitalization Ratios & City Equity:

Capitalization Long-Term Debt " City Equity
FY 2007 83.20% .. $1,181,441,000 $238,524,000
FY 2008 77.62% 1,133,014,000 326,618,000
FY 2009 72.67% 1,085,178,000 408,093,000
FY 2010 68.11% 1,036,085,000 485,113,000
FY 2011 64.63% ‘986,355,000 539,868,000
FY 2012 58.48%

866,617,000

590,295,000
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PHILADELFPHIA GAS WORKS
STATEMENT OF INCOME
{Dcliars In Thottsands}
ACTUAL  ESTIMATE BUDGET FORECAST FORECAST FORECAST FORECAST FORECAST
OPERATING REVENUES 200408 200506 2006.07 200708 - 200809 2009-10 201014 201112
Non-Heating $ 114,880  § 114212 $ 11555  $ 117,461 $ 113177 § 106,738 $ 106,455  § 106,065
Gas Transpart Service 4,679 6,147 7.25% 7.889 8,461 8,983 9,465 9,908
Heating 713,158 821,190 829,900 §55,188 825,592 771,124 765,744 757,433
Proposad Base Rate - - - 100,000 100,000 100,600 160,600 100,000
Waeather Normallzation Adustment (1,369) 12,500 - ) - - - -
Unbillad Adjustment {803) 2,513 (732 1,711 @376) T13) (58) (89)
Total Gas Revenues 630,550 856,562 951,980 1,062,248 1,045,854 986,132 881,606 973,317
Appliance Repalt & Other Reverues 10,895 10,669 10,532 10,743 10,957 1,177 11,400 11,628
Other Operating Revenues . 21,912 17,865 18,219 ° 20,530 19,897 18,750 18,652 18,495
Total Other Gperating Revenues 32,807 28,534 28751 31,973 . - 30854 . 29,927 . . 30,052 30,123
Total Operating Rovanues $363,357 $985,006 080,731  §4,113,522  S1,077,708  §1,016058  $1,011,658 1,003,440
OPERATING EXPENSES : . .
Natural Gas '$ 500,760  $ 639,180 $63083  $ 658487  $623353  § 562,3%6 $ 558,243  § 550,889
Other Raw Material . 4 5 5 - 5 5 5 ) 5 5
Sub-Tola! Fue! 500,704 635,185 630,841 658,492 623,268 562,401 558,248 550,894
CONTRIBUTION MARGINS $353,653 $345,911 $349,350 $455,030 $454,340 $453,658 $453,410 $452,5486
Gas Processing 18,584 16,206 15715 17,245 17.458 17,670 17,925 18,270
Field Services 28,455 27,377 20,391 ° 29,768 30,279 30,849 31,416 32,016
Distribution : ) 15,115 15,382 16,566 16,837 17,152 17,477 17,832 18,117
Collection 10,971 9,225 7,944 777 7872 7,974 8,101 8,230
Customer Service . 12,512 12,026 14,125 4,168 14,398 14,657 14,863 - 15,152
Account Managament 7,695 7,928 7,625 7,690 7,787 7.825 7922 8,019
Bad Debt Expense 70,424 61,519 60,737 69,842 71,523 72,072 72,527 72,831
Marketing 2,592 2,470 3,217 3,088 3,031 3,085 3,140 3,132
Adminlstrative & General 43,391 47,931 50,623 49,412 49,903 50,589 . 51,347 | 52,209
Health insuranca 33,571 34,804 37.884 41,944 45,904 49,654 53,719 58,126
Capitalized Fringe Bensfils {10,348) (10,099) (11,261) (11.547) (12,158) (12.844) (13,461) (14,180
Capitalized Administrative Charges’ (6,706} (6,603) (7.950) (7,258) (7.529) 7.379) (7.220) (7,008)
Amortization of Restructuring Costs 1,087 1,087 - - - T - -
Pensions 14,702 17,297 17,593 17,257 18,933 16,600 16,281 15,964
Taxes . 6218 5678 6,574 6636 6,700 6,760 6815 6,877
Environmental Expenses - - - - 383 507 839 753
Pro Forma Adiustments (1.103) 603 250 250
Cost / Labor Savings  ° - (1,105 (5,798) - - - - d
Sub-Total Other Oper.& Malntenance 248,263 241,423 241,882 263,455 260,886 275,746 281,856 208,608
Depreciation 35,904 3g.928 38,213 39,565 40,825 42,091 "43,531 43,515
" Cost of Ramoval 3,643 3,200 3,200 3,200 3,200 3,200 3,200 3,200
To Clearing Accounts (4,502) _{3.062) 3.217) @311} @A77 - @227} @.211) (3,232)
- 35,045 37,066 38,196 30,454 40,848 42,064 43,520 43,483

Sub Total Other Oper. & Maint. & Depreciation _§ 283,303. $ 278,188 $ 280,078 $ 302,910 $ 310,734 § 317,810 $ 325376 $ 332,0H

TOTAL QOPERATING EXPENSES $793,012 $917,374 910,918 - 3861402 - $934,102 $880,211 $083,624 $362,085

OPERATING INCOME . ’ 70,345 67,722 69,812 152,120 143,606 135,848 128,034 120,455
Other Income 4778 8,188 8,627 10,105 8,083 9,519 5,734 9,770
INCOME BEFORE INTEREST §75123 $75,920 $79,439 $162,225 $152,689 $145,367 $137,768 $130,225
INTEREST -
Long-Tem Debl $53,856 $81,778 $56,437 356,698 $54,265 $51,800 $48,884 $46,024
Other 6,123 8,561 13,186 13,229 13,134 13,028 - 12,941 " 12,805
AFUDC i (907) {1,168) (1,202) (1,002) ) (1,036} {1,008) (985) (959)
Loss From Extinguishment of Debt 4,779 5,332 5,557 5,206 4,851 4,518 4,173 3,928
Tolal [rterest 63,851 85,503 73,978 74,13 71,214 68,347 65,013 61,798
NET INCOME 11,272 10,417 5,461 88,094, 81,475 77,020 - 72,755 68,427
City Paymert - .
Net Earnings $14,.272 $10,417 $5,461 - $38,094 $31,475 . $77.020 $72,755  §68,427

R




PHILADELPHIA GAS WORKS
CASHFLOW STATEMENT
(Doltars In Thousands )
ACTUAL ESTIMATE BUDGET FORECAST FORECAST FORECAST FORECAST FORECAST
. 2004-05 200506 2006-07 2007-08 2008-09 2009.10 2010-11 2041-12
SOURCES , - , :
Net Incoms ' $11,272 £10,417 $5,461 $£88,084 $81475 §77,020 $72,755 $68,427
Depreciation & Amortization : 42 281 43,028 48,007 47128 47,959 48,821 49,864 49,501
Eamings on Restricted Funds (3,265} 3,899 38 (262) {1,366) {1,901) (2,366) 5,895
Elimination of Accrued interest on Refunded Debt - 3,186 - - - - -
Increased/{Decreassd) Other Asseta/l iabilites (6,917 (1,024) 911 : 716 808 915 (8,203) {11,639)
Avaliable From Operations 4331 60,406 52417 135,676 128,876 124,855 142,060 112,184
Funds Required for Capital 68,000 60,195 72,000 60,000 39,843 - . -
Grant Income 18,000 18,000 18,000 18,000 18,000 18,000 . .
Capital Leasing Funds Debt Service - 2,005 - - - - . -
Capitalized Interest Debt Service 2,283 5,924 . - - - - .
Releass of Sinking Fund Assat 6,038 3,680 - - . - - -
Temporary Financing . - ] 20,100 - - 20,000 15,000
TOTAL SOURCES $139,697 $168,305 $142 417 $213 676 $186,719 $142.855 $132,050 $127,184
USES
Net Construction Expenditures $66,910 $68,057 . $75,152 $62,597 $64,755 $63,018 $61,587 $59,920
Funded Debt Reduction:
Revenue Bonds 35,387 29906 36,675 47,010 48,530 47,920 39,479 36,020
PMA Lease/Subordinate Debt : 1,255 1,310 1,370 1,430 1,500 1,568 1,640 1,715
Capital Lease ’ - i 1,947 0 - - - - - -
Debt Reduction Funding - 15,000 30,000 {(5.000) 15,000 15,000
Post Retirement Benefit Funding ‘ . - - - - - -
Temporary Financing Repayment - 850 ] 25,000 - 25,000 20,000 - -
City l.oan Repayment/Status - - 2,000 43,000 ' - - -
Distribution of Eamings . 18,000 18,000 18,000 18,000 1?,000 .18,000 18,000 18,000
Additions To (Reductions of) . )
Non-Cash Working Capital ) 3,793 55433 3,853 12,278 . {4,700) (3,723) 7 ~ {3,001) {2,437}
Cash Needs a 128,142 172,706 137,050 224 31§ 181,085 141,780 132,705 128,218
Cash Surplus (Shortfall) 11,555 {4,40%) - 5,367 {16,639} 5834 1,075 (655) (1,034)
- TOTAL USES $139,697 $168,305 $142,417 $213,676 - $186.719 $142,855 - $132,050 $127,184
Cash - Beginning of Perlod $3.666 $15,221 $10,820 $16,187 $5,548 $11,182 $12,257 $11,602
Cash - Surplus {Shortfall) 11,555 - (4,401) - 5367 = (10,639) 5,634 1,075 (655) (1,034)
ENDING CASH $15,221 $10,820 $16,187 ~ 35,548 $11,182 $12,297 $11,602 $10,568
Outstanding Commoercial Paper ' $49,900 STO,GdO $70,000 $45,000 $20,000 $0- $20,000 $35,000
Clty Loan Outstanding $45,000 $45,000 43,000 - $ - L3 - $ - $ -
internally Generated Funds ) $ - $ - $ - $ - $ 24912 & 63018 $ 61,587 & 59,920
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PHILADELPHIA GAS WORKS
DEBT SERVICE COVERAGE
( Dollars in Thousands }

ACTUAL . ESTIMATE BUDGET FORECAST FORECAST FORECAST FORECAST FORECAST
2004-05 200506 200607 2007-08 2008-09 2008-10 2010-11 201112
FUNDS PROVIDED :
Total Gas Revenues $830,550 $956,562 $951,980  $1,082,249  $1,046,854 $986,132 $981,606 $973,317
Other Cperating Revenues 32,807 28,534 28,751 31,273 30,854 29,927 30,052 30,123
Total Operating Revenues 863,357 . 986,096 980,731 1,113,522 1,077,708 1,016,059 1,011,658 1,003,440
Other Income Incr. / (Decr.) Restricted Funds 1,513 12,007 9,665 9,843 7717 18618 7,368 15,665
City Grant 18000 . 18,000 18,000 18,000 18,000 18,000
AFUDC (Interest) -907 1,168 1,202 1,002 1,036 1,008 985 959
TOTAL FUNDS PROVIDED - $883777  $1016361  $1,000,508  $1,142367  $1,104461  $1042,685  $1020011  $1,020,064
FUNDS APPLIED _ '
Fusl Costs ] 509,704 639,185 630,841 658,492 623,368 562,401 558,248 550,804
Other Operating Costs 283,308 278,189 280,078 302,910 310,724 317,810 326,376 332,091
Total Operating Expenses 793,012 817,374 910,919 961,402 934,102 860,211 883,624 882,985
Less: Non-Cash Expenses 39,338 40,554 41,887 43,300 44 612 45,907 47,385 47 404
TOTAL FUNDS APPLIED $753,674 $876,820 $869,032 $918,102 $889,490 $834,304 $836,239 $835,581
Funds Available to Cover Debt Service $130,103 $139,541 $140,566 $224,265 $214,971 $208,381 $183,772 . $184,483
1875 Ordinance Bonds Debt Service $38,806 $41,949 $35,748 $34,368 $32,368 $30,155 $30,745 $32,164
Debt Service Covarage 1973 Bonds 3,35 3.3 393 6.53 6.64 6.9 ) 5.98 5.74
Net Available after Prior Debt Service $91,297 $07,592  $104,818 $189,897 $182,603 $178,226 $153,027. $152,319
Other Capital Leases 1,898 - - - - - - -
Net Avajlable after Prior Capital Leases $89,299 $97,592 $104,818 $189,897 $182,603 $178,226 $153,027 $152,319
1998 Ordinance Bonds Debt Servics . $45,999 $32,467 $53,313 $67,813 $66,852 $67,966 $65,143 $60,885
New Proposed Bond Debt Service - - - - - - - -
Total New Debt Service 45,989 32467 53,313 67,813 66,852 67,966 65,143 60,885
Debt Service Coverage 1998 Bonds 1.94 3.01 1.97 280 . _ 273 262 235 2.50
Net Available after 1998 Debt Service - $43300 .  $65125 $51,505  $122,084  $115.750 $110260 ©  $87,884 $91,434
1998 Ordinance Subordinate Bond Debt Ser $1,987 $1,986 $1.887 $1,986 $1,990 $1,986 $1988  $1.984
Debt Sérvice Coverage Subordinate Bonds 21.79 3279 25.92 61.47 58.17 55.52 44.21 46.09
Net Avallable To Service Aggregrata DebtSery  § 111,075 § 114,134  § 118,837  § 202681 § 194573  § 188,439  § 182,273 174,667
Aggregrate Debt Sarvice $ 88790° $ 76402 § 91048 § 104167 $ 101,210 § 100,407 $ 97876 $ 95,033
Fixed Coverage Charge 1.28 1.49 1.31 1.98 1.92 1.88 1.86 1.84
Fixed Coverage Charge Including $18.0 City Fee 1.04 1.21 109 1.66 1.63 1.60 1.57 1.55




ASSETS

Utifity Plant Net

Sinking Fund Reserve
Capital improvament Fund
Debt Reduction Funding

Cash
Gas
Other
Accrued Gas Revenuss
Reserve for Uncollectible

Accounts Recsivable:
Materials & Supplies
Other Current Assets
Deferred Debits
"Unamortized Bond Issuanca Expense
Unamortized Extraordinary Loss
Deferred Environmental
Other Asssts
TOTAL ASSETS

EQUITY & LIABILITIES
City Equity
Revenus Bonds
TECA Accretions
Unamontized Discount
Unamortized Premium
.Capital Equipment Leasing
Long Term Debk
Notes Payable
City Loan
Accounts Payable
Customer Deposits
Other Currant Liabilities
Defarred Credits
Accrued Interest
Accrued Taxes & Wages
Accrued Distribution to City
Other Liabllities .
TOTAL EQUITY & LIABILITIES

PHILADELPHIA GAS WORKS
BALANCE SHEET
{Dollars in Thousands) .

Actual Estimate - Budget Forecast Forecast Forecast Forecast Forecast
83108  BGYCE  BEN0T 0 BAMIOE 0 RIE1I09 0 BRIl 883142
981,722 1,012851 1,049,790 1072822 1096752 1,117,879 1,135,735 1,352,140
104530 93800 102050 102,050 102050 102050 102050 102,050
102701 39,732 99,843 39,843 .- . . .
: . - 15262 46628 43529 60,895 .
15221 10,820 16,187 5548 11,182 12257 11,602 10,568
273805 264254 250,256 268271 274738 276,840 278509 279768
L 12522 - 785 506 352 . 350 350 350 350
8787 41,300 10,568 12,279 11903 11190 11,132  11.043
{207,480) (191,831) (186968) (186710) (188,133) (190,105) (192,532) (195 383)
87634  B4,708 83362 04192 98858  ©8.284 07,549 05798
120,984 183784 180,389 176,809 162,083 159,236 155009 - 152,604
(164) 2,986 3,056 3,236 3,441 3,598 3,751 3,908
2,796 8,448 3,228 2,487 2,362 2,262 2337 2,387
39,004 42089 46812 43,166 39,574 36,138 32,868 20,740
38,494 55859 50301 45005 40244 35726 31,552  27.624
9,513 9,513 9,513 8,000 6,500 5,000 3,500 2,000
8,297 3,411 2,881 2925 3,030 3,138 3,250 3,355
1,519,822 1,548,001 1,647,512 1811435 1612704 1618895 1,641,088 1,582.272
Normal
22646 233083 238524 326618 408,093 485,113 539,868 500,205 500,285
1045371 1,042,430 1154385 1,105945 1057915 1008430 067,311 850,578 929,576
14313 12608 13913 15314 . 18818 18434 10933 .
- (9,484) (5,413 (5883)  (5201) {4,738) (4295)  (3.885)  (3,509) (3,509)
2001 20797 18826 18956 15183 13516 14,996 10,550 10,550
1,073,101 1070722 1,181441 1,133014 1085178 1,035,085 088,355 866617 936,617
4900 70,000 70,000 45000 20,000 - 20000 35000
45000 45000 43000 - - -
83918 72,285 50488 57930  52087. 53688 53234 52,826
6,280 8,250 9,000 8,750 8,500 8,000 7500 . 7.000
3,734 3,431 2,128 2,137 2,185 2,254 2313 2372
14,608 5,814 4724 1,323 1,326 1,331 1,336 1,341
0501 12224 14374 13945 13526 13097 12,725 12,385
3,861 4,231 2,708 2817 3,088 3,609 4,130 2,900
3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
24183 19,081 19056 18901 14811 12718 10,827 8,536
1519822 1548001 1,647,512 1611435 1,612,704 1,618,835 1,641,088 1582272

e e e e e i,



$70.0 M Normal

. Reduction Amortiz.
FY2005 FY2006 FY2007 FY2008  FY2009 FY2010 FY2011 FY2012 FY2012

Capitalization

Total Capitalization 1,295,747 1,303,785 1,419,965 1,459,632 1,493,271 1,521,198 1,526,223 1,456,912 1,526,912
Total Long Term Debt 1,073,101 1,070,722 1,181,441 1,133,014 1,085,178 1,036,085 986,355 866,617 936,617
Debt to Equity Ratio 0.83 0.82 0.83 0.78 0.73 0.68 0.65 0.59 0.61
Capitalization Ratio 4.82 459 495 - 347 2.66 214 1.83 1.47 1.59
Total Capitalization Excluding Leases - 1,295,747 1,303,785 1,419,965 1,459,632 :1,493271 1,521,198 1,526,223 1,456,912 1,526,912
Total Long Term Debt Excluding Leases 1,073,401 1,070,722 1,181,441 1,133,014 1,085,178 1,036,085 986,355 866,617 936,617
Debt to Equity Ratio - 0.83 0.82 0.83 0.78 - 0.73 0.68 0.65 0.59 0.61
Plant in Service ‘ 1,517,046 1,573,346 1,641,403 1,716,555 1,779,152 1,843,907 1,906,825 1,968,512 1,968,512
Regulatory Asset Securitization . E

Capital - 1068107 56,300 68,057 75,1562 62,697 ' . 64,755 63,018 61,587 59,920 59,920
Total Plant . 1,573,346 1,641,403 1,716,555 1,779,152 1,843,907 1,006,925 1,968,512 2,028,432 2,028,432
Accumulated Depreciation {(591,624) (628,552} (666,765) (706,330) : (747,155) (789,246) (832,777) (876,292) (876,292)

Net Utility Plant 981,722 1,012,851 1,049,790 1,072,822 1,096,752 1,117,679 1,135,735 1,152,140 1,152,140




PHILADELPHIA GAS WORKS
GAS REVENUES '
Actual Estimate Budget - Forecast Forecast Forecast Forecast Forecast
NON HEATING 2004-05 200506 200607 2007-08 2008-09 200910 © 201019 201192
Resldential $ 3713z § 34,732 % 30,764 § 28540 § 26967 § 23761 § 22018 § 20,230
CRP Residential ] 3,326 3,148 3,204 3,074 2,848 2,811 2,761
CRP Shortfall {1,585) (1,844) {1,483) (1,534) {1.421) (1,223) (1,193) {1,151)
Commercial 26,980 32,807 31,865 + 31,087 30,385 27,788 27,151 26,408
Industrial 5,038 6,073 8,316 - 7,050 7,342 7,301 7.730 8,106
Municipal 3,862 4,443 4,454 4547 4,335 3,980 - 3,902 3822
NGV - - 3 - - -

Total Firm Non-Heating 71,415 79,840 74,863 74,783 70,682 64,433 62,419 60,174
BPS - Small 2,705 2,408 2,587 2,449 2,248 2,065 1,887 1931
BPS - Large 20,289 21,688 26,317 28,370 20,287 29,930 31,924 33,914
8PS§ - AIC - 1,359 1,11 . 1,154 1,058 1,018 293 965
LBS-L Direct 785 197 220 . 223 218 207 207 207
LBS-L Indirect ‘3,165 2,285 4,089 3,815 2,994 2,436 2,127 1,867
LBS-S indirect 6,502 4,666 6,051 8,131 8,058 6,128 §,330 6,579
LBS-XL Direct . 83 54 30 N 30 28 28 28

.. LBS-XL Indirect _ 52 488 589 560 484 408 KT 350
Co-Generation - (nditect 3 213 172 139 106 80 58 45
LNG - Direct - - - - - - - -
GTS - Sales 1,091 98 - - - - - -
NGV 194 - ] 6 5] 5 5 5

Total Interruptibles 44,877 33,456 41,192 42,678 42,485 42,305 44,038 45,891
Total Billed Non Heating 118,052 113,086 116,055 117,461 113,177 106,738 106,455 108,065
Non-Heating GCR AdJustment {1.212) 1,116 {409) - - - T -
Total Reported Non Heating 114,880 114,212 116,558 117,461 1131477 108,738 106,455 108,065
HEATING .
Residential 626,071 541,730 547,532 §57,350 .. 632,727 481,871 484,738 475,861
CRP. Residential 0 157,839 183,777 166,880 159,841 147,485 145,582 142,921
CRP Shortfall . (59,493) (87,4886} {(77.172) (79,883} (73,894) (63,353) (61,780} (59,557)
Commercial 129,073 153,383 - 155,817 163,429 160,834 152,113 164,082 155,079
Industrial 11,048 12,821 13,472 14,845 14,882 14,497 15,089 15,580
Municipal 12,041 15,503 16,803 17.271 16,447 15,011 14,794 14,490
Housing Authority 8,583 14,623 15,281 15,496 14,755 13,520 13,271 12,959
WNA Adj./ Base Rate Increas: {1,385) 12,500 - 100,000 100,000 100,000 100,000 100,000
Total Bllled Heating . 725,958 821,013 835,610 955,188 825602 871,124 865,744 857,433
Heating GCR Adjustment {14,164) 12,677 (5.710) -
“otal Reported Heating Revenue 711,794 833,690 829,800 955,188 926,592 871,124 865,744 857,433
Net Billed Revenues 842,050 934,100 951,685 1,072,649 1,038,769 977,882 972,199 ‘963,498
GTS Revenues 4,679 8,147 7,256 7,689 8,461 8,983 9,465 9,908
Total Biled Revenues 846.720 940,256 958,921 1,080,538 1,047.230 986,845 981,664 973,408
Unbliled Gas Adjustment (803) 2513 779 1.7 {376) (713) (58) {89}
Total Billed Revenues $ 845926 § 942769 § 950,700 $ 1082249 $ 1045854 § 986,132 § 981608 $ 973317
Total Reporied Revenues $ 830,550 § 956562 § 053401 § 1,082,240 § 1045854 $ 086,132 § 001,606 $ 97IMNT
Revenua Adjust o s - 8 - 8 -

GCR Factor (per MCF) $ 1256 § 1084 $§ 1170 § 1107 § 988 $§ 073 § 9.51

Cther Operating Revenuas 24,812 17,865 18,218 20,530 19,807 18,750 18,652 - 18,495

Other Operating Revenues % 2.588% 1.90% 1.90% 1.90% 1.80% 1.80% 1.00% 1.90%




Accounts Recelvablg

Beginning Recelvable Balance

Billed Gas Revenues

Proposed Rate Increase

Other Operating Revenues/Adjustments
Total Revenues

" Collections Current Revenues
Adjustments

Net Write-Offs

Total Credit / Reductions

Ending Recelvable Balance

Bad beb] Expensg

Current Year Net Recelvable
Prior Period Adjustments
Adjusted Net Recelvable
Reserva Factor
Yotal Bad Debt Expense
Write OFf Gas Accounts
Write Off Other

Reseyve Balance

Beginning Reserve Balance - Gas
Net Write-Off - Gas
Appropriation to Reserve - Gas
Ending Reserve Balance Gas
OAR Resarve

M & J Reserve

Total Reserve Balance

Net Accounts Recelvable

OTHER OPERATING REVENUES

Billed Revenus

Rate Increase

New Billed Revenues

Cther Operating Rev.

Sales Tax

Appllance Repair & Other Revenues

Sales Tax %
COther Oper Rev %

PHILADELPHIA GAS WORKS

ACCOUNTS RECEIVABLE & BAD DEBT EXPENSE

Actual Estimate Budget Forecast Foracast Ferecast Forecast Forecast -
200405 2005068 200807 200708 200808 200840 201001 201142
313,750 $ 288,327 265038 '§ 259,762 § 268,823 275,088 78§ 278,849
848,720 940,256 958,621 080,538 947,230 686,845 881,664 873,406

. . 100,000 100,000 100,000 100,000 100,000

45710 42,838 43,135 47481 48,563 44,720 48777 44,724
892,439 082604 | 1002056  1,128018 1003783 1031574 1028441 1,018,130
04.88% 93.09% £4.00% 93.00% 83.00% 93.00% 93.00% 93.00%
(848597)  (915000)  (341933)  (1,040058)  (1017.228) (050.384)  (954,580)  (046,861)

18,800 (11,570)
(83,160) (77,612) {85,400) (70,100) (70,100) (70,100} {70,100) {70,100) |
910.862)  {1004,182)  (4,007,333)  (1,119158)  (1.087,328)  (1.020.484)  (1,024.890)  (1,016,961)
286,327 265,030 250,762 268,623 275088 - 277199 278,949 280,118
286,327 265,039 269,762 268,623 275,088 277,100 278,649 20418
208,327 265,030 250,762 268,623 275,088 277,189 278,948 280,118

24.60% 23.25% 23.25% 26.00% 26.00% 26.00% 26.00% 26.00%

T 70424 61510 eoar T ess4z 71523 72,072 72,521 72,831
92,070 77.500 85,000 70,000 70,000 70,000 70,000 70,000 -
181 112 400 100 100 100 100 100
228,842 208,287 180,306 186,043 185,885 187,408 186,480 182,007
(82,079) (77.500) (65,000) {76,000) {70,000} (70,000) (70,000} (70,000}

70,424 61.519 80,737 89,842 71,523 72072 72527 72,831
208,287 190,308 - 186,043 165,885 187,408 180,480 102,007 194,838

1412 1,300 800 800 700 800 500 500

(219) 25 25 25 25 25 25 25
207,480 191,631 186,085 188,710 188,133 190,105 162632 . 195383
0.7248 0.7230 0.7188 0.6951 0.8839 0.6858 0.6902 0.6974
78,847 73,408 72,704 81,013 86,955 87,004 86,817 84,755
Actual Estimate Budget Forecast Forecast Forecast Forecast Forecast
200408 200808 200847 00708 200809 008410 - 201041 201412
848,729 840,256 958,921 980,538 047,230 836,845 881,864 873,408

0 0 0 100,000 100,000 100,000 100,000 100,000
848,720 £40,256 958,021 1080538 1,047,230 986,845 981,684 573,408

21912 17,865 18,210 20,530 19,857 18,750 18,852 18,485
12,802 14,104 14,384 16,208 15,708 14,803 14,725 14,801
10,896 10,669 10,532 10,743 10,857 11,177 11,400 11,628
46,710 42638 @i arast 46,563 44,720 44777 44,724
892,439 082804 1002058 1,428,010 1083763 1031574 1028441 1,018,130
0.0152 0.0150 0.0150 0.0150 0.0150 0.0150 0.0150 0.0150
0.0250 0.0180 0.0180 0.0190 0.0190 0.0180 0.0180

0.0190




NON HEATING
Residentlal
CRP Residential
Commercial
Industrial
Municipal
Housing Authority
Total Firm Nen-Heating

BPS - Small
8PS - Large
BPS - AIC
LBS - L Direct
LBS - L. Indirect
LBS - § Indirect
LBS - XL Direct
LBS - XL indirect
Co-Generation - Indirect
LNG - Direct
GTS - Sales
NGV Indiract
Off System Sales
Total Interruptibles
Total Non Heating

HEATING
Residentlal
CRP Residential
Commercial
Industrial
Municipal
Adjustment
Housing Authority

Total Heating

Net Billed Sales

GTS Volumes

Total Biled Sales

Total Firm Sales

Total Residential Sales
Unbilled volumes

Total Salas

PHILADELPHIA GAS WORKS
GAS SALES

Actual Estimate Budget Forecast Foracast Forecast Forocast Forecast -
2004-05 2005-06 2006-97 2007-08 2000-09 2009-10 2010-11 2011-12
1,955 1,444 1,346 1,275 1,204 1,131 1,059 0288
0 158 160 160 160 180 180 160
1,755 1673 1,705 1,603 1,680 1,667 1,653 1,640
a7 310 345 ars 411 444 47 508
278 243 283 . 263 283 263 263 283
4315 3,828 3,819 3,769 are 3,665 3612 3,580
205 148 163 153 145 139 135 132
2,795 1,488 1,991 2,074 2,225 “2,387 2,559 2,741
0 123 109 114 115 114 13 11
o7 17 21 21 21 21 21 21
391 191 ars 323 278 241 211 188
787 ar 528 534 543 5§58 576 599
10 4 2 2 2 2 2 2
82 37 54 44 4 as. 36
a7 22 16 12 10 8 8 5

16 5 - . - -

4,510 2,404 3,199 3,262 3,383 351 3,661 3,833
8,825 6,232 7,018 7,061 7,501 7,476 7273 7,393

39,033 26,635 28,887 28,838 28,860 28,557 28,451 28,417
0 7,759 8,676 8.679 8,676 8,676 8,676 . 8,679
8,363 7.808 8,498 8,751 8,507 9,245 8,492 8,742
711 640 735 784 833 882 931 980
828 850 1,006 1,007 1,007 1,007 1,007 1,007
560 754 830 828 821 817 843 809
49,493 44,444 48,632 48,885 48,994 49,184 49,370 49,834
68,318 50,676 55,650 55,036 56,085 56,360 56,643 57,027
11,624 11,140° 13,323 13,744 14,097 14,440 14,751 15,032
69,942 81,818 68,973 69,680 70,192 70,800 71,384 72,059
53,808 48,272 52,451 52,654 52,712 52,849 52,982 53,194
40,988 35,596 39,069 28,952 38,700 38,524 38,348 38,244
{81) 2 5 3 1 2 2 3
69,851 61,845 68,078 69,883 70,193 72,062

70,802

71,398
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PHILADELPHIA GAS WORKS ;
OTHER INCOME
{Dollars in Thousands)

Actual Actual Estimate Budget Forecast Forecast Forecast Forecaét Forecast
2003-04 2004-05 200506 200807 2007-08 2008-0¢ 200910 201011 2011-12

Interest Earnings on: :
Capital Improvement Fund 662 232 330 2,804 2,723 349 - - -

Capital Lease Fund 33 1 : - - - - - . R
Capital Fund 5th Series A-1 - 21477 - 1,627 303 - - - - -
Capital Fund 5th Series A-2 - 395 - - - - - .
Capitalized Interest Fund - 155 73 -
Debt Reduction Fund _ - " 262 1,366 1,901 2,365 2,902
Revenue Bond Sinking Fund 748 429 1.684 1,768 2,119 2119 2,119 2,119 2,118
Notes Receivable - Internl House 16 12 . 9 5 2 - - - -
Gain(Loss) on Investments - - - - - - - - -
Tempaorary Investments 15 644 3,441 4,000 . 4,250 4,500 4,750 4,500 4,000
Natural Gas Refunds 7 2 1 - - - - - .
Total Interest Income 1,481 4,047 7,165 8,878 9,356 8,334 8,770 8,985 9,021
Non-\ltility Income:
LNG Trailers 19 18 19 19 19 19 19 19 19
Property Adjacent to Richmond 70 47 45 45 45 45 45 45 . 45
Miscellaneous 32 {53) 35 35. ) 35 35 35 35 35

Total Rental Income 121 12 89 99 ° 1) 99 . 99 99 89

Miscellanegus Income:
Additional Income/Revenue Enhancement

Demutualization Proceeds Life Insurance 1,000 - 202 - Lo - - - : -

Dept. of Energy Ol Refund 108

AFUDC - - .- - - - _ - - -

Penatties Regulatory - - (101} (50) {50) (50) (50) (50) (50} -

Penalties Suppliers Gas Choice 33 67 100 75 75 75 75 75 75

Swap Option Proceeds 320 27 - - .- - - - -

Guaranteed Investment Contract Proceeds 625 - 625 625 625 © 625 625 825 625 625
Total Miscellaneous Income 1,978 719’ 934 650 650 : 650 650 650 650

TOTAL OTHER INCOME 3,580 4,778 8,198 9,627 10,105 9,083 9,519 .9,734 8,770

Capital Spending 60,671 66,032 68,057 75,152 62,507 ' 64,755 63,018 61,587 59,920

Capital Drawdown - 55,601 " 68,000 60,195 72,000 60,000 39,843 )

Total AFUDC 907 207 1,168 1,202 + 1,002 1,036 1,008 985 959

AFUDC Interest ' 831 934 1,033 1,152 960 837

AFUDC Other Income . 42 399 1,008 885 959

TRANSFERS TO THE INCOME PACKAGE .

TOTAL OTHER INCOME 3,580 4,778 8,198 9,627 10,105 9,083 8,519 8,734 9,770

AFUDC — INTEREST (907} {907) {1,168) (1,202) {960) {637)

DRAWDOWN 55,601 68,000 60,195 72,000 60,000 39,843
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Exhibit A-1
PHILADELPHIA GAS WORKS
STATEMENT OF INCOME
( Dollars in Thousands )
_ Actual Budget Estimate Budget
200405 - 200506 200506 2006:07
OPERATING REVENUES - :
Non-Heating _ ‘ $114,880 $110,823 "$114,212 $115,556
Gas Transportation Service 4,679 1210 - 8,147 7,256
Heating 713,159 797,812 821,190 829,900
Weather Normalization Adjustment (1,365) - 12,500 -
Unbilled Gas Adjustment {803) 319 . 2,513 (732)
Total Gas Revenues 830,550 916,164 956,562 951,980
Appliance Repair & Other Service Revenues 10,895 10,975 10,669 ", 10,532
Other Operating Revenues 21,912 21,793 17,865 18,219
Total Cther Revenues 32,807 32,768 28,534 28,751
Total Operating Revenues $863,357 $948,932 $985,006 $980,731
OPERATING EXPENSES
Natural Gas $509,701 $578,362 $639,180 $630,836
Other Raw Material 3. 5 5 . 5
Sub-Total Fuel 509,704 578,367 639,185 630,841
Contribution Margins $353,653 ' $370,565 . $345911 $349,890
Labor & Fringe Benefits $136,719 $139,023 $138,727 - $147,305
Bad Debt Expense 70,424 55,132 61,519 60,737
Other Expenses & Depreciation 76,165 71,535 76,943 73,139
Sub-Total Other O&M & Depreciation 283,308 265,690 278,188 281,181
Total Operating Expenses $793,012 $844,057 $917,374 $912,022
. Operating Income $70,345 $104,875 $67,722 $68,709
Other Income $4,778 - $24,635 - $8,198 $9.627
Income Before Interest $75,123 $129,510 $75,920 $78,336
INTEREST
Long Term Debt $53,856 $53,589 $51,778 - $56,437
Cther interest 6,123 7,496 9,561 13,188
AFUDC (907) (986) . (1,168) (1,202)
Loss from Extinguishment of Debt 4,779 4,535 5,332 5,557
. Total Interest Expense $63,851 364,634 $65,503 $73,978
Net Earnings $11,272 $64,676 $10.417 $4,358
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Actua) Budget Estimate Budget
OPERATING REVENUES 2004-05 2005-06 005 2006-07
Non-Heating $114,880 $110,823 $114,212 $115,556
Gas Transportation Service 4,679 7,210 - 6,147 7.256
Heating 713,159 797,812 821,190 829,900
Weather Normalization Adjustment {1,363) - 12,500 -
Unbiiled Gas Adjustment (803) 319 2,513 (732)
Total Gas Revenues 830,552 916,164 956,562 951,980
Appliance Repalr & Bill Paid Turn-Ons 10,895 10,975 . 10,669 10,532
Other Operating Revenuses , 21,912 21,793 17,865 18,219
Total Other Operaling Revenues 32,807 32,768 28,534 28,751
Total Operating Revenueas $863,359 $948,932 $5985,096 $980,731
o 8 s .
Natural Gas $509,701 $578,362 639,180 630,836
Other Raw Material 3 5 5 5
Sub-Tolal Fusl 509,704 578,367 639,185 636;541
CONTR[EUTION MARGINS $353,655 $370,865 '$345,911 $349,890
Gas Processing 18,584 "15,590 16,206 15,715
Field Services 28,455 30,768 27317 29,391 .
Distribution 15,115 16,130 15,382 16,566
Collection 10,971 10,540 9,225 © 7,944
Customer Service 12,512 12,918 12,026 14,125.
Account Management 7.695 7,824 7,928 o 7.625
- Bad Debt Expense 70,424 55,132 61,519 60,737 -
Marketing 2,592 3,399 2470 3,217
Administrative & General - 43,391 47,958 47,931 50,623
Health Insurance 33,571 36,461 34,804 37,884
Caplitalized Fringe Benefits {10,348) (9.714) {10,099) (11,261)
Capitalized Administrative Charges (6,706) (7.142) {6,603) (7.950)
Amortization of Restructuring Costs 1,087 1,087 1,087 -
Pensicns 14,702 15,192 17,297 17,593
Taxes 6,218 6,296 5,678 6,574
Labor/Cost Savings - (12,891) {1,105) {5,798)
Sub-Total Other Oper.& Maintenance 248,263 229,548 241,123 242,985
Depreciation 35,904 37,589 36,928 38,213
Cost of Removal 3,643 3,200 3,200 3,200
To Clearing Accounts {4,502) (4,647) (3,062) (3217
35,045 36,142 37,066 38,196
Sub-Total Other Oper.& Maint. & Depreciation 283,308 265,690 278,189 281,181
TOTAL OPERATING EXPENSES $793,012 $844,057 $917,374 - $912,022
OPERATING INCOME 70,347 104,875 67,722 68,709
Other Incoime 4,778 24,635 8,198 9,627
INCOME BEFORE INTEREST $75,125 $129,510 $75,920 $78,336
INTEREST .
Long-Term Debt $53,856 $53,589 . $51,778 $56,437
Other 6,123 7,496 9,561 13,186
AFUDC . {807) (986) (1.168) (1,202)
Loss From Extinguishment of Debt 4,779 4,535 5,332 5,657
Total Interest 63,851 64,634 65,503 73,978
NET EARNINGS $11,274 64,876 $10417 . $4.358

PHILADELPH!A GAS WORKS
STATEMENT OF INCOME
{Dollars in Thousands)

Exhibit A-1-1




Line
No.

o mor W

&N

10.
11.

12
13.

14.

15.
16.
AT
18.
19.
20.

21.

23.
24

25,
27.
28

29,
30.

SQURCES

Net Income
Depreciation & Amortization
Eamings on Restricted Funds .

PHILADELPHIA GAS WORKS
CASH FLOW STATEMENT
( Dollars in Thousands )

Elimination of Accrued Interest on Refunded Debt -

Increased/{Decreased) Other Assets\Liabilities

Available From Qperations

Funds Required for Capital
Grant Income

Lease Funds Debt Service
Capitalized Interest

Release of Sinking Fund Asset

Temporary Financing
TOTAL SOURCES

USES
Net Capital Expenditures

Funded Debt Reduction:
Revenue Bonds
Subordinate Revenue Bonds
Capital Lease

Temporary Financing Repayment

City LoanﬁepaymentlStatus o

Distribution of Earnings

Additions to (Reductions of)
Non-Cash Working Capital

. Cash Needs

Cash Surpius (Shortfall)
TOTAL USES

Cash - Beginning of Period
Cash - Surplus (Shortfall)
Ending Cash

Outstanding Commercial Paper
City Loan Qutstanding

Exhibit A-2

Actual Budget Estimate Budget
£004-05 2005-06 2005-08 2006-07
$11,272 $64,876 $10,417 $4,358
42,281 43,655 43,928 46,007
(3,265) 69 3,899 38
- 3,186 -
(6,917) (1,015) (1,024) 911
43,371 107,585 60,406 51,314
68,000 65,751 60,195 72,000
18,000 - 18,000 18,000
2,005 - - -
2,283 5924 5,924 -
6,038 - 3,680 .
- 19,900 20,100 -
$139,607 $199,160 $168,305 $141,314
$66,910 $65,751 $68,057 $75,152
35,387 36,651 29,906 36,675
1,255 1,310 1,310 1,370
1,047 - - -
850 40,000 - -
- - - 2,000
18,000 18,000 18,000 18,000
3,793 31,293 55,433 2,900
128,142 193,005 172,708 136,007
11,555 6,155 (4,401) 5,217
$139,697 $199,160  $168,305 $141,314
$3,666 $46,215 $15,221 $10,820
11,555 6,155 (4,401) 5,217
$15,221 $52,370 $10,820 $16,037
$49,900 $59,700 $70,000 $70,000
$45,000 $45,000 $45,000 $43,000



Line
No.

Noeohowna

10.
1.
12,

13.

14.
15.

16.
17.
18.
19,
20.

21,

22,

23.

24,

25.

26.

27.

PHILADELPHIA GAS WORKS
DEBT SERVICE COVERAGE
( Dollars in Thousands)

Exhibit A-3

Budget

Fixed Coverage Charge including $18.0 M City Fee 1.04 1.49

Actual Budget Estimate
2004-05 2005-06 £005-06 £006-07
Total Gas Revenuss $830,550 $916,164 $956,562 $951,980
Other Operating Revenues 32,807 32,768 28,534 28,751
Total Operating Revenues ' 863,357 948,932 985,096 980,731
Other Income Less Restricted Funds L 1,513 . 24,704 12,097 9,665
Grant Income: 18,000 - 18,000 18,000
AFUDC (Interest) . . . 907 986 1,168 1,202
TOTAL FUNDS PROVIDED . $883,777 $974_,622 $1,016,361 $1 .009!593
Fuel Costs - ) $500,704 $578,367 $639,185 $630,841°
Cther Operating Costs 283,308 . 265,690 278,189 281,181
Total Operating Expenses 793,012 844,057 917,374 912,022
Less: Non-Cash Expenses . : 39,338 . 41,371 40,554 41,887
TOTAL FUNDS APPLIED ‘ $753,674 $802,686 $876,820 $870,135
Funds Avallable to Cover Debt Service 130,103 171,936 139,541 139,463
1975 Ordinance Bonds Debt Service . $38,806 $41,949 $41,049 $35,748
Debt Service Coverage 1975 Revenue Bonds 3.35 4.10 3.33 3.90
Net Available After Prior Debt Service . $91,297 $129,987 -$97,592 — $103,715
PMA and Other Capital Leases _ 1,998 : - - -
Net Available After Prior Capital Leases 89,299 129,987 97,592 103,715
1998 Ordinance Bonds Debt Service $45,099 $49,580 $32,467 $53,313
Debt Service Coverage 1998 Revenue Bonds 1.94 2.62 3.01 1.95
Net Available After 1998 Debt Service . $43,300 $80,407 $65,125 $50,402
1998 Ordinance Subordinate Bond Debt Service 1,987 . 1,986 1,986 1,987
‘Debt Service Coverage Subordinate Bond . 21.79 40.49 32.79 25,37
Net Available To Service Aggregate Debt Service $111,075 $166,638 $114,154 $117,734
Aggregate Debt Service $88,790 $93,515 $76,402 $91,048
Fixed Coverage Charge on Long Term Debt 1.25 1.78 1.49 1.29
1.21 1.08



18,

19.
20.
21.

‘23,

24.

28,
27.
28.
28,

30.
3.

88

ASSETS

Utility Plant Net
Sinking Fund Reserve
Capital Improvement Fund
Cash
Accounts Receivable:

Gas Receivable

Olher

Accrued Gas Revenues

Reserve for Uncollectible
Accounts Receivable Net
Materials & Supplies
Other Current Assels
Deferred Debits
Unamortized Bond Issuance Expense
Unamortized Exlraordinary Loss
Other Assets
Deferred Environmental

TOTAL ASSETS

EQUITY & LIABILITIES

City Equity
Long Term Debt:

Revenue Bonds

TECA Accretions

Unamortized Discount

Unamortized Premium .
Notes Payable ‘
City Loan
Accounts Payable:

Natural Gas
General

Cuslomer Deposits
Cther Current Liabilities.
Deferred Credits
Accrued Credits:

Interest

Taxes & Wages
Distribution to City
Other Liabilities

TOTAL EQUITY & LIABILITIES

Exhibit A-4

PHILADELPHIA GAS WORKS
BALANCE SHEET
(Dollars in Thousands)

Actual Budgat Estimate Budgst

8/31/2005 8/31/200 8/31/2008 8/31/2007
$981,722 $1,012,338 $1,012,851 $1,049,790
104,530 101,615 ' 93,800 102,050
102,701 32,479 39,732. 99,843
15,221 " 52,370 . 10,820 16,037
273,805 282,508 264,254 259,256
12,622 438 785 508
8,787 9,935 11,300 10,568
(207.480) (210,119) (191,831) (186,968)
87,634 82,758 84,708 83,362
129,984 146,547 183,784 . 180,388
(164) 3,081 2,086 3,056
2,796 2,175 8,448 2,275
39,004 36,227 42,089 46,912
38,484 33,959 55,850 50,301
8,297 4,985 3,41 2,881
9,513 - 8,513 9,513
$1,519,822 $1,508,534 $1,548,001 $1.646,409
$222 648 $275,896  $233,063 $237.421
1,048,290 1,007,410 1,042,430 . 1,154,385
11,394 12,608 12,808 13,913
(9,484) (8,816) (5,113) (5,683)
22,901 20,843 20,797 18,826
49,900 59,700 70,000 70,000
45,000 45,000 45,000 43,000
49,185 38,803 56,465 43,033
14,733 21,190 15,820 16,435
8,280 6,000 8,250 9,000
3,734 1,578 3,431 2,120
14,608 (1,528) 5,814 4,724
9,501 10,984 12,224 14,374
3,861 3,769 . 4,231 2,768
3,000 3,000 3,000 3,000
24,183 14,997 19,981 19,056
$1,519,822 $1,508,534 '$1,548,001 . $1,646,409




Line
" No.

10,

PHILADELPHIA GAS WORKS

OPERATING REVENUES

(Dollars in Thousands)

Non-Heating

Gas Transportation Service
>Heating

Weather Normalization Adjustment

Unbilled Gas Adjustment

Sub-Total Gas Revenues
Appliance Repair & Other Service Revenues

Other Operating Revenues

Sub-Total Other Revenues

Total Operating Revenues

Exhibit B

Actual Estimate Budget

2004-05 2005-06 2006-07
$114,880 $114,212 $115,556
4,679 6,147 7,256
713,159 821,190 829,900

(1,365) 12,500 -

(803) 2,513 (732)
830,550 956,562 951,980
10,895 10,669 10,532
21,912 17,865 18,219
32,807 28,534 28,751
$863,357 $985,096  $980,731




. Exhibit B-1 - -

PGW |

RECONCILIATION OF BILLED REVENUES
(Dollars In Thousands) '

Line A
No. 2004-05 ACTUAL Billed 2003-04 GCR 2004-05 GCR ~ Total
' Revenues UnderRecovery  Over Recovery Revenues
1. Firm Non-Heating $71,415 ($595) " ($617) $70,203
2. Interrub_tible 44,677 44 677
3. Total Non Heating T 116,092 (595) (617) 114,880
4, Gas Transportation Service 4,679 : _ 4679
5. Heating * 725,958 (7,197) (6,967) 711,794
6. Total Revenues $846,729 ($7,792) _ ($7,584) $831,353
2005-06 ESTIMATE Billed 2004-05 GCR 2005-06 GCR Total
: Revenues  Qver Recovery Under Recovery Reyenues
7. Firm Non-Heating $79,640 . $617 $499 $80,756
8. Interruptible 33,456 33,456
9. Total Non Heating 113,096 617 499 . 114,212
10. Gas .Transpdrtation Service 6,147 6,147
11.  Heating 821,013 6,967 5,710 833,690
12. Total Revenues $940,256 $7.584 $6,200 $954,049
2006-07 BUDGET o
Billed 2005-06 GCR ‘ . Total
13. Firm Non-Heating _ $74,863 T ($499) _ . $74,364
14. Interruptible 41,192 ' 41,192
15.  Total Non Heating 116,055 (499) . 115,556
16. Gas Transportation Service - 7,256 : 7.256
17.  Heating 835610 (5,710) . 829,900
18. Total Revenues © $958,921 ($6,209) _ . $952,712

* The 2004-2005 fiscal period reflects a $1.4 million WNA credit to customers reflecting the
~ impact of the colder winter heating season, while the 2005-2006 fiscal period reflects a $12.5
million WNA charge to customers reflecting the significantly warmer winter heating season.



Line
No.

SN RO

".
12

13.
14.
15.
16.
17.
18.
19.
20,

21.

22.
23.
24,
25,
26.
27.
28.
29,
30.
31.
32.
33.

34.

NON HEATING

Residential

CRP Residential
CRP Shortfall
Commercial
Industrial
Municipal
Housing Authority

Total Firm Non-Heating

BPS - Small
. BPS - Large
BPS - A/C
BPS - H Indirect
LBS-L Direct
LBS-L Indirect -
L.BS-S Indirect
LBS-XL Direct
1. BS-XL Indirect
Co-Generation - Indirect
- GTS - Sales
Total interruptibles
Total Non Heating

HEATING

Residential
CRP Residential
CRP Shortfall
- Commercial
Industrial
Municipal
Housing Authority
WNA |
Total Heating
Net Billed Revenues
GTS Revenues
Total Billed Revenues

Degree Days

PHILADELPHIA GAS WORKS

GAS REVENUES
(Dollars in Thousands)

Exhibit B-1-1

Actual Estimate Budget
2004-05 2005-06 2006-07
$37,132 $34,73 $30,764

- 3,326 3,148

(1,595) (1,844) (1,483)
26,980 32,907 31,665

5,036 6,073 6,315

3,862 4,443 4,454

- 3 -
$71,415 $79,640 $74,863
$2,705 $2,408 $2,597

29,289 21,688 26,317

- 1,359 1,111
765 197 220
3,165 2,285 4,089
6,502 4,666 6,051
83 54 30
512 488 599
371 213 172

1,285 o8 6

44,677 33,456 41,192
$116,092 $113,006 $116,055
$626,071 $541,730 $547,532
0 157,839 163,777
(59,493) (87,496) (77,172)
129,073 153,393 155,817

11,048 12,621 13,472
12,041 15,503 16,903

8,583 14,923 15,281
(1,365) 12,500 -
725,958 821,013 835,610
842,050 934,109 951,665

4,679 6,147 7,256

$846,729 $940,256 $958,921

4,327 3,825 4,525



Line
No.

1.

2
3.
4,
5
6
7

10.
1.
12,
13.
14.
15.
16.
17.

18,
19.

20.
21.

23.
24,
25.
26.

27.
28.
29,

30.
31.

NON HEATING

Residential
_CRP Residential
Commercial

- Industrial

Municipél
Housing Authority
Total Firm Non-Heating

BPS - Small

BPS - Large

BPS - A/IC

LBS - L Direct

LBS - L Indirect °

LBS - S Indirect

LBS - XL Direct

LBS - XL Indirect
Co-Generation - Indirect
GTS - Sales

Total Interruptibles
Total Non Heating

HEATING
Residential
CRP Residential
Commercial
Industrial
Municipal _
Housing Authority

Total Heating

Net Billed Sales

GTS Volumes

Total Billed Sales

Firm Sales
Residential Sales

PHILADELPHIA GAS WORKS

Exhibit B-2

GAS SALES
(MCF's)
Actual Estimate Budget
2004-05 2005-06 £006-07
1,055 1,444 1,346
. 158 160
1,755 1,673 1,705
327 310 345
278 243 263
4,315 3,828 3,819
205 148 163
2,795 1,486 1,931
- 123 109
97 17 21
391 191 375
787 371 528
10 4 2
62 37 54
47 22 16
116 5 -
4,510 2,404 3,199
8,825 6,232 - 7,018
39,033 26,635 28,887
- 7,759 8,676
8,363 7,806 8,498
711 640 735
826 850 1,006
560 754 830
49,493 44,444 48,632
58,318 50,676 55,650
11,624 . 11,140 13,323
69,942 61,816 68,973
53,808 48,272 52,451
40,988 * 35,996 39,069



, Exhibit G-1-1
PHILADELPHIA GAS WORKS
NATURAL GAS EXPENSE
2004-05 ACTUAL

{Dollars in Thousands)

~Line | ' (To) From Seasonal

No. | Billed . loventory  lnventory  Refunds  Adiustment - Total
1. September $ 30341 § (14975) $ 457 $. - $ (3558) B 12,265
2. October 31,719 (7,802) 2,966 (35) (1,505) 25,343
3. November 50,343 (5082) 2,153 (50) 1,514 48,878
4. December 61,863 (219) 15,170 (14) 5,090 51,390
5. January 62,753 @71 30,631 - '7,378 100,385
6. February . 57,958 (178) 18,059 . 5,355 81,193
7. March 72,955 (13,541) 10,487 (55) 3,366 73,212
8. April' 34,957 (2,403) 4,707 ~ (55) (948) 36,258
9. May 44,085 (27,474) 648 (55) (3,425) 13,779
10.' June 32,791 (18,904) 383 _(55j | (4,458) 3 9,757
11, July 33,450 (16,184) 480 (207) " {4,403) - 13.136
12. August 29,231 (13,023) 1,866 (63) (4,408) 13,605

13. Total $542,446 - § (120,163) $ 88,007 $ (589) 3 - $ 509,701



Line
No.

10.
11.
12.

13.

September |
October
November
December
January
February
March
April
May

June

July
August

Total

PHILADELPHIA GAS WORKS
NATURAL GAS EXPENSE
2005-06 ESTIMATE

(Dollars In Thousands)

{To) From

Exhibit C-1-2

$ 36,293 $ (‘16,826) $ 1,001 $ (51) $ (3570) $ 16937
66,082 (28.212) 2,211 - (1,743) 39,238.
80,975 (21,786) 7,468 . 1,151 67,808
107,432 (4,090) 26,376 - 4,617 134,335
77,499 (1,2i2) 26,570 {1886) 6.695 .109,366
62,023 (1,281) 33671 o 4,676 99,089
62.689' - {6,413) 18,179 - 2,801 78,256
45,692 (12,869) 5,903 - (531) 38,195
45072 . (23.904) 656 ; (2.788) 19,036
38,005 (23,114) 624 . ' (3;612) 11,793
36,743 (21,023) 640 - (3,747) 12,613
32,465 (16,842) 640 - (3,749) 12,514

$ - $ 639,180

-$691,960 : $ (176.572) $ 124,029 $ (237)



Line
No.

10.
1.
12.

13.

September
October
November
December
January
February
March
April
May

June

July
August

Total

PHILADELPHIA GAS WORKS
NATURAL GAS EXPENSE
2006-07 BUDGET

{Dollars In Thousands)

Exhibit C-13

{To) From Seasonal

$ 26433 §  (9702) $ 620 $ (3408) § . 13,945
35,465 (4,261) 644 (1,489) 30,359
42,184 (5,482) 23,054 048 60,704
68,188 (2,689) 33,032 4,793 103,324
81,114 - 40,491 6,839 128,444
65,002 . 33,355 4,622 103,069
62,254 (2,077) 21,659 2,738 84,574
60,022 (17,837) 644 (709) 42,120
53,955 (29,705) 666 (2,886) 22,030
44,286 (27.324) 644 (3,859) 13,747
43,670 (26,222) 666 (3,795) - 14,319
43,033 (25,702) 666 (3,796) 14,201

$625696  § (151,001) § 156,141 $ . $ 630,836



Line

10.
1.
12.
13.
14.
15.
16. -

17.

PHILADELPHIA GAS WORKS
LABOR & FRINGE BENEFITS

(Dollars in Thousands)

OPERATING LABOR

Payroll

To Capital & Cleaﬁng Accounts
Total Operating Labor

PENSIONS

Beneficiaries

Payments to (Withdrawals from) Fund
Total Pensions

INSURANCE

. Group Life

Health
Total Insurance

TAXES ,

FiCA - OASI:

FICA - Medical

State Unemployment:

Federal Unemployment

Tax Rebate/Settlements’

Allocated to Capital Projects
Total Taxes

Total Labor & Fringe Benefits .

Exhibit C-3

‘ Actual » Estimate Budget
2004-05 2005-06 2006-07
$102,821 $101,277 $105,887

(22,187) (21,429) (22,733)
80,634 79,848 83,154
31,204 31,478 32,454

(16,502} (14,181) (14,861}
14,702 17,297 17,593

1,594 2,100 2,100

33,571 34,804 37,884

35,165 36,904 39,984

6,290 6,207 6,436

1,485 1,485 1,530

116 100 150

0 0 0

0 (614) ]
(1,673) (1,500) (1,542)
6,218 5,678 6,574

$136,719 $139,727 $147,305



W

Exhibit C-3-1
PHILADELPHIA GAS WORKS
DETAIL OF DIRECT LABOR EXPENSES
{Dollars in Thousands)
, Actual Estimate Budget
2004-05 2005-06 2006-07
Line Average Average Average
No. : Personnel Pavroll  Eersonnel Pavroll Personnel  Pavroll
1. . Administration ' 50 $5,050 50  $5,605 ‘ 50 $5,587
2. Finance ' 45 2,260 46 2,340 46 12,451
3. Cuslomer Activilies 383 20,004 383 19,642 383 2C.629 :
4, Markeling & Planning 65 3,750 64 3,710 63 3,730
§. QOperations o 983 57,366 963 56,459 958 59,074
6. Systems & Services 246 14,049 253 14,311 253 14,849
7. Cost Sévingisetirements - - {(19) (1,105} " {13) {798)
8, Philadelphia Gas Commission 5 342 5 315 ‘ 5 365
9. Total Personnel & Payroll 1 .77_7 $102,821 1,745 $101,277 . 1,746  $105,887
10. Allocated to Capitat & Clearing Accounts {22,187) (21,429) (22,733)
11.  Net Operating Labor : 1,777 $80,634 1,745 $79,848 1,745  $83,154




LINE
NO.

10.
11.

12,

13..
14.

15.
16.

PHILADELPHIA GAS WORKS
DETAIL OF OTHER EXPENSES

(Dollars in Thousands)

Exhibit C-4

| Actual Estimate - Budget

OTHER EXPENSES 2004-05 2005-06 2006-07

Appropriation for Reserves® . $3,083 $3,340 $2,847
and Other Losses
Advertising 1,400 1,745 1,977
General Material 6,051 6,720 6,454
Insurance 3,485 3,478 3,827
Contracted Maintenance 7,610_ 5,644 6,008
Utilities 3,801 3,669 3,616
Rentals 804 784 790
Purchased Services 21,154 20,885 23,740,
Postage 2,163 - 2,433 2,601
Promotion 25 - 532
Non-Utility Revenues (128) . (147) (141)
Labor Related Fringe Benefits (17,054) (16,702) (19,211)
and A&G Charged to Capital

Depreciation 39,547 40,128 41,413
Less: Cleared to Capital (1,022) - (349) (458)
Misce_llaneous 5,246 5,315 {856)

Total Other Expenses - $76,165 $76,043 $73,130




DETAIL OF OTHER OPERATING EXPENSES C4

APPROPRIATION FOR RESERVE

AND OTHER LOSSES

Risk Management
Compensated Absences
Corporate Settlements

Grand Total

ADVERTISING
Field Services
Collection & Revenue Recovery
Marketing
Corporate Communications
Human Resources
VP Customer Affairs
PUC
VP Compliance & Bus Trans
Gas Commission
Information Services
Telecommunications
Materials Management

Grand Total

Actual Estimate Budget
200405 2005-06 2006-07
$3,000 $3,062 $2,257

60 218- 115

23 60 475

$3.083 $3,340 $2,847
Actual Estimate Budget
2004-05 2005-06 2006-07

$266 $283 $377

561 350 350

2 10 a5

119 651 725

58 75 110

300 300 300

21 25 25

6 10 10

1 - 1

10 7 10

56 34 34

$1,400 $1,745 $1.977




DETAIL OF OTHER OPERA:TING EXPENSES C-4

Actual . Estimate Budget

GENERAL MATERIAL 2004-05 2005-06 2006-07
Gas Processing : $2,113 $2,079 . $2,134
Distribution , 2,346 2,031 2,131
Field Services - 2,976 2,730 2,730
Collection & Revenue Recovery 324 182 242
Commercial Resource Center 1 - 1
Customer Service - ) 56 56 69
Account Management 394 735 667
Marketing ' 28 18 . 30
Corporate Communications 18 _ 18 18 -
Gas Control & Acquisition 12 19. ' 18
Human Resources 20 20 20
_Risk Management : 2 T2 S 2
Accounting & Reporting 12 13 13
. Treasury . 18 10 1
President & CEO .2 3 3
Sr VP Legal & Genl Counse! 17 24 24
VP Customer Affairs 37 39 39
Co0 1 2 . 4
Security 13 5 ‘5
VP Reg & External Affairs 1 1 1
Sr VP Finance 1 2 2
Strategic Planning 1 1 2
Rates & Gas'Planning 3 4 4
Customer Review 4 4 7
PMO 1 1 -
VP Gas Management 1 1 2
VP Labor, Safety, Preparedness 10 29 46
Internal Auditing - 2 2
Sr VP Operations 5 4 .-
VP Marketing & Corp Cormm - 1 1
Operation System Support 1 - -
VP Support Services 1 1 1
VP Compliance & Bus Trans 3 6 6
Policies & Compliance 1 5 8
Chemical Laboratory Services 15 16 20
Organization Development - 60 15
Gas Commission 3 7 12
Utiity Gas Use {702) (708) - (708)
Emergency Operations (16) - -
LNG Terminal Project - 1 - ) -
Income Tax Program - - -
Facilities Management 529 662 644
Engineering Services _ 13 22 23
Information Services 152 7 212 204
Telecommunications 21 20 .20
Fleet Operations 1,168 ' 1,636 ‘ 1,508
Materials Management (3,556) (3,255) . (3,524)
Grand Total - $6,051 $6,720 '$6,454




DETAIL OF OTHER OF;ERATING EXPENSES C4

Actual Estimate . Budget

INSURANCE 2004-05 2005-06 200607
Human Resources , $36,155 . $36,904 . $39,984 -
Risk Management , 3,435 3,418 3,757
VP Labor, Safety, Preparedness 17 17 20
Gas Commission . 43 43 50
. Sub-Total 38,650 40,382 - 43,811
Less Group Life & Health " 35,165 36,904 39,984
Grand Total $3,485 $3.478 _ $3,827
CONTRACTED MAINTENAN_CE ‘ .
. Actual Estimate Budget
Maintenance Contractors $4,424 $3,272 $3,588
Maintenance Software 1.469 1,604 1,706
Maintenance - Capital : 876 20 : 26
Maintenance Office Equipment 850 748 , 688
Grand Total ' $7.610 $5,644 $6,008
UTILITIES : Actual Estimate Budget
Electric $2,052 $2,108 $2,093,
Purchased Telephone 1,306 ' 1,177 1,127
Water - ' . 443 - 384 396
Grand Total $3,801 $3,669 ' $3,618
> .
RENTALS - Actual  Estimate . Budget
. £004-05 2003-06 2006-07
Other Rents $293 $208  $302
Equipment Rentals & Leasing 511 486 - 488

Grand Total $804 $784 $790




DETAIL OF OTHER OPERATING EXPENSES C-4

Maintenance Contractors

Gas Processing
Distribution

Account Management
Human Resources
Security

Chem Lab

Emergency Operations
Environmental
Facilities- Management
Engineering Services
Information Services
Telecommunications
Fleet Operations
Materials Management

Grand Total

Maintenance Software

Distribution

Field Sarvices
Customer Service

Gas Control & Acquisition
Risk Management
Accounting & Reporting
Rates & Gas Planning
Facilities Management
Engineering Services
Information Services
Telecommunications
Fleet Operations
Materials Management

Grand Total

Actual Estimate Budget
2004-03 2003-06 2006-07
$3,663 $2,120 $2,245
285 . 346 606

4 10 6

1 2 2

302 465 439

4 9 7

40 ' 68 59

1 3 3

97 155 130

27 94 - 9
$4,424 $3,272 $3,588
Actual Estimate Budget
2004-05 200506 2006-07
5 30 28

28 y 43 44

37 44 45

42 86 84

- 19 19

21 22 22

25 28 28

6 12 13

7 9 10
1,245 - 1,254 1,356
14 16 14

8 15 14

24 . 28 29
1,460 $1.604 $1,708




DETAIL OF OTHER OPERATING EXPENSES C4

Maintenance Office Equip

Customer Service
Account Management
Corporate Communications
Legal

VP Customer Affairs

Gas Commission
Maintenance Office Equip
Facilittes Management
Engineering Services
Information Services
Telecommunications
Fleet Operations -
Materials Management

.Grand Total

. Electrlc
Gas Processing
Distribution _
Facilities Management
Engineering
information Services
Telecommunications
Fleet Operations
Mate_n‘als Management

Grand Total

Burchased Telephone

Facilities Management
Engineering Services
Information Services
Telecommunications
Fleet Operations
Materials Management

Grand Total .

Actual Estimate Budget
2004-05 200506 2006-07
8 - -

134 i 115 -

- 1 , 1

- 5 5

1 1 2

9 8 9
4 3 3
260 174 283
373 388 333

5 7 7

56 45 45
$850 $748 $688
Actual Estimate Budget
2004-05 2005-06 £006-07
$1,070 $1,054 $1.07M1
33 40 40
770 797 788

9 14 13

103 116 107

4 6 6

29 43 33

34 38 35
$2,052 $2,108 $2,093
Actual Estimate . Budget
2004-05 2003-0§ - 200607
$24 . $20 $20

9 6 6

72 66 62
1,158 1,044 1,002
.10 16 13
33 25 24
$1,306 $1,177 $1,127




DETAIL OF OTHER OPERATING EXPENSES C-4

Actual Estimate Budget

Water , 2004-05 2005-06 2006-07

Gas Processing $296 $251 $263
Facilities Management 119 104 107
Engineering Services ‘ .2 2 2
Information Services 16 15 14
Telecommunications 1 1 1
Fileet Operations : . 4 6 ' 4
Materials Management 5 5 5
Grand Total $443 $384 $306

Actual Estimate Budget

Other Rents 2004-05 200506 2006-07
‘Distribution $18 $8 $9
Customer Service 223 242 243
Gas Commission . ‘52 - 48 - 50

"Grand Total $293 $298 $302




DETAIL OF OTHER OPERATING EXPENSES C4 - -

Gas Processing
Distribution

Field Services
Collection & Revenue Recovery
Customer Service
Account Management
- Marketing

_ Gas Controf & Acquisition
Human Resources

Risk Management
Accounting & Reporting
President & CEQ

Sr VP General Counsel & Legal
VP Customer Affairs

COo0

Security ,

VP Reg & External Affairs
Sr VP Finance

Strategic Planning
Customer Review

VP Gas Management

VP Labor, Safety, Preparedness
Internal Auditing -

Sr VP Operations
VP Marketing & Corp Comm
VP Compliance & Bus Trans
Poliecies And Compliance
Chemical Lab

Gas Commission
" Maintenance Office Equip
Facilities Management
Englneering Services
Informatfon Services
Telecommunications
Fleet Operations

Materials Management

Grand Total

Budget

Actual Estimate
$90 362 $78
57 61 72
14 7 7
18 32 30
20 23 22
5 5 5
10 10 10
1 1 1
13 8 10
10 4 4
4 3 3
18 12 12
14 14 14
3 5 7
7 10 10
7 5 5
1 1 1
2 3 3
8 3 3
3 1 4
1 1 1
5 4 4
3 2 2
2 1 :
- 1 1
- 1 2
6 4 4
16 16 17
4 10 9
2 2 2
69 66 43
48 59 50 .
52 49 52.
$511 $486 $488




DETAIL OF OTHER OPERATING EXPENSES C-4

Purchased Services

Gas Processing

Distribution

Field Services

Collection & Revenue Recovery
Commercial Resource Center
Customer.Service

Account Management
Marketing

Corporate Communications
Gas Control & Acquisition
Human Resources

Risk Management
Accounting. & Reporiing
Treasury

President & CEO
Officers/PFMC

Sr VP Gen'l Counsel & Legal
VP Customer Affairs '
CcOO0

Security

VP Reg & External Affairs
Sr VP Finance

Public Utility Commission
Strategic Planning

Rates & Gas Planning
Customer Review

PMO

VP Gas Management

VP Labor, Safety, Preparedness
Internal Auditing

" 8r VP Operations

VP Marketing & Corp Comm
VP Support Services

VP Compliance & Bus Trans
Policies & Compliance
Chemical Laboratory Services
Organization Development
Gas Commission

FERC Matters

Special Legal

Administrative Consuitants
Emergency Operations

LNG Terminal Project

Utility Merger

Executive Search
Environmental

Facilities Management
Engineering Services
Information Services
Telecommunications

Fieet Operations

Materials Management

.Grand Total

Actual Estimate Budget
2004-05 2005:-06 2£006-07
$470 $765- $505
260 447 571
763 531 965
1,962 868 626
- - 3
200 172 368
2312 - 2221 1,794
158 120 165
191 425 360
54 46 45
734 760 880
821 766 750
50 23 . 25
274 309 443
6 5 5
1 - -
277 170 170
2,751 2,693 - 3,315
20 1 28
2,334 2,123 2,616
- 45 130
1 5 ‘5
462 500 1,050
50 5 5
92 100 100
242 165 105
293 335 -
1 2 5
a73 409 465
78 50 350
as 20 -
- 1 4
183 83 10
2 30 20 .
132 59 75
7 38 13
- 425 450
3908 338 408
180 105 160
281 381 750
793 1,093 1,341
15 -
- 844 514 -
305 504 . 80
10 - -
268 439 1,067
473 554 598
1,756 1,914 2,162
11 3 9
g6 147 400
135 176 ‘314
$21,154 $20,885 $23,740




DETAIL OF OTHER OPERATING EXPENSES C-4

POSTAGE

Gas Processing

Distribution

Field Services

Collection & Revenue Recovery
Customer Service

Account Management
Marketing '

Corporate Communications
Human Resources

Risk Management

Treasury

President & CEO

Sr VP General Counsel & Legal
VP Customer Affairs

Metered Mail

VP Reg & External Affairs
Strategic Planning

Cuslomer Review

VP Gas Management

VP Labor, Safety, Preparedness
VP Support Services

Gas Commission

Materials Management

Grand Total

PROMOTION

Marketing
Grand Total

NON-UTILITY REVENUE

Customer Service
Account Management
Facilities Management .
Information Services
Telecommunications
Material Management -
Fleet Operations

Grand Total

Actual Estimate Budget
2004-05 2005-06 2006-07
2 3 2
124 272 336
110 09 105
3 8 9
1,619 1,782 1,894
6 8 25
1 1 1
6 8- 6
- 1 1
17 24 24
- 1 1
3 5 5
257 .205 . 174
1 5 5
1 - -
- 1 -
2 1 1
- - 1
- 1 1
- 1 1
- 1 1
1 8 8
$2,163 $2,433 $2,601
Actual Estimate Budget
200405 200306 - 2006-07
$25 - $532
$25 . $532
Actual Estimate Budget
2004-05 2005-06 2006-07
{63) (60) (60)
{63) {57) (60)
- (1) -
- () (1)
- (24) (17
- (2) (2)
(2) ) (1)
{$128) ($147) ($141)



DETAIL OF OTHER OPERATING EXPENSES C4

LABOR RELATED FRINGE BENEFITS &

A&G CHARGED to CAPITAL Actual Estimate Budget
2004:05 2005-06 2006-07

Construction Overheads - {$10,348) ($10,099) ($11,261)
A & G Additive ‘ (6,706) {6,603) {7.,950)
Grand Total ($17,054) ($16,702)’ ($19,211)

MISCELLANEOUS

Actual " Estimate * Budget
_ 2004-05 2005-06 £006-07
Expense of Employees o $453 - $840 $954
" Dues & Subscriptions 2,881 - 3,294 3,676
‘Taxes 24 24 28
PFMC - Management Fee 325 n 372
Deferred Compensation 334 "343 " 355
Amortization Restructuring Costs 1,087 1,087 , -
Cost Savings - - (5,000)
LNG Inventory (290) {1,083) - (1,568)
CapHal Lease Amortization - - -
Amoartization 432 " 439 327
PA State Sales Tax ' . - -

Grand Total $5,246 $5.315 (3856)



DETAIL OF OTHER OPERATING EXPENSES C4 -

Actual Estimate Budget
Expense of Emplovees 2004-03 £005-06 2006-07
Gas Processing $27 $29 $32
Distribution 35 53 53
Field Services 35 44 44
Collection & Revenue Recovery 5 9 9
* Commercial Resource Center 1 1 1
Customer Service 8 12 16
Account Management - 1 2
Marketing 23 35 49
Corporate Communications 2 10 10
Gas Control & Acquisition 14 40 39
Human Resources 16 20 20
Risk Management 1 3 3
Accounting & Reporting 16 13 15
Treasury ' 3 15 10
President & CEO 9 10 10
Sr VP Generaf Counsel & Legal 14 22 22
VP Customer Affairs 27 73 53
co0 14 15 47
Security 3 5 10
VP Reg & Extemal Affairs 21 8 8
8r VP Finance 3 10 15
Strategic Planning 10 30 19
Rates & Gas Planning - 5 10
Customer Review - 2 3
PMO 1 - -
VP Gas Management 2 1 3
VP Labor, Safety, Preparedness 3 16 16
Intemal Auditing 5 10 10
SR VP Operations 1 1 -
VP Marketing & Corp Comm 1 5 22
VP Support Services 1 10 5
VP Compliance & Bus Trans 6 30 37
Policies & Compliance 7 14 15
Chemical |.aboratory Services 1 7 8
Organization Development - 12 12
Gas Commission 1 1 3
Relocation Expense 23 25 25
Facilities Management 4 7 8
Engineering Services 3 8 8
information Services 91 193 247
Telecommunications 8 5 5
Fleet Operations . 2 11 10
Materials Management 5 19 20
Grand Totai $453 $840 $954




DETAIL OF OTHER OPERATING EXPENSES C-4

Dues & Subscriptions
Gas Processing
Distribution
Field Services *
Commercial Resource Center
Customer Service
Account Management -
Marketing
Corporate Communications
Gas Control & Acquisition
Human Resources
Risk Management
 Accounting & Reporting
. Treasury
President & CEO
Sr VP Genl Counsel & Legal
VP Customer Affairs '
CO00
Security -
VP Reg & External Affairs
Sr VP Finance
PUC
Strategic Planning
Rates & Gas Planning
PMO '
VP Gas Management.
VP Labor, Safety, Preparedness
Internal Auditing
Sr VP Operations |
VP Marketing & Corporate Comm
VP Support Services
VP Compliance & Bus Trans
Palicies & Compliance -
Chemical Laboratory Services
Organization Development
Gas Commission
Company Dues & Subscriptions
Facilities Management
Engineering Services
‘Information Services
Fleet Operations
Materials Management

Grand Total

Actual Estimate
2004-05 20Q5-06 £006-07
'$2 $2 $2
1 2 3
1 2 2
- - 1
2 1 1
- 1 1
21 24 25
2 3 3
25 38 36
106 20 15
- 1 1
1 2 2
1 1 1
- 1 1
-26 18 18
1 1 4
2 2 3
1 1 2
1 1 1
- 2 2
2,084 2,388 2,450
- 1 1
25 24 25
- - 1
2 5 7
- 10 28
1 1 -
- 1 1
- 2 2
- 6 8
- 1 .1 '
- 142 410
2 2 3
551 551 585
4 2 2
7 9 9
3 7 6
5 9 7
4 10 "
$2,881 $3,294 $3,676




DETAIL OF OTHER OPERA'.I'ING EXPENSES C4

Actual - Estimate Budget

Taxes 2004-05 2003-06 2006-07
Gas Commission -$24 $24 $28
Grar]d Total - $24 $24 $28
Actual Estimate Budget
Amedization 2004-03 203-06 - 200607
Human Resources $21 $21 ' $21
Accounting & Reporting (59} - 68 : 68
Treasury - 127 127
Public Utility Commission . 134 1 o
-VP Labor, Safety, Preparedness 21 o2 21
Poiicies & Compliance 31 31 31
" Environmental: - - : -
Emergency Operations - - ©o- - -
Relocation Expenses - - -
Regulatory Asset. - ' -
Facilities Management 1 -
Engineering Services : 1 -
Information Services 161 - 39 39
Fleet Operations : _ 1 1
Materials Management 120 © 30 30

Grand Total : $432 $449 $337




Line
No.

o ¢ op N

PHILADELPHIA GAS WORKS

OTHER INCOME

(Dollars in Thousands)

Interest Earnings O

Capital Improvement Fund $

Capital Lease Fund
Revenue Bond Sinking Fund
‘Temporary Investments
Natural Gas Refunds

"Notes Receivable - Intl House
Total Interest Earnings $

Miscellaneous Income $

. - Rental Income

Penalties Suppliers Gas Choice
Penalties Regulatory

. Guaranteed Investment Contract Proceeds
. Capitalized Interest

Swap Option Proceeds
Dept. of Energy Gil Refund
Demutualization Proceeds Life Insurance

Actual
2004-05

2,804

429
644

12
3,892

(54)

65
67

625

156
27

4,778

Exhibit D

Estimate Budget -
$ 1,957 $ 3,107
1,684 1,766
3,441 4,000
1 -
9 5
$ 7,092 $ 8,878
$ 35 $ 35
64 64
100 75
(101) . (50)
625 625
73 -
108 -
202 -
$ 8,198 $ 9,627

Total Other Income $



Line
No.

o ed md =k b b
O s B N33

-
N
b

17.
18.
19,
20,
21.
22,
23.
24,
25.
26.

21,
28.
20,
30.
31

32,

Year
Iss

PHILADELPHIA GAS WORKS

Seri

Interest Pairmeng

PN RE BN

1989
1990
1994
1999
2003

2004

1998

1998 -

1999
2001
2003
2004
2004
2006
2006

11th C TECA
12th A TECA
15th
16th

17th

" 18th
" 1st A

1stB

2nd

3rd

4th

5th -

5th Variable
6th

7th

Total Interest Payments

Interest Accruals

1989
1990
1994
1989
2003
2004
1998
1998
1999
2001

2003

2004
2004
2006
2006

11th C TECA
12th A TECA
15th

16th

17th

18th

1st A

1stB

2nd

3rd

4th

5th

5th Variable
6th

7th

Total Interest Accruals

REVENUE BOND DEBT SERVICE

( Dollars in Thousands )

Actual Estimate
2004-05 2005-06
3,023 . 3,144
1,031 812
3,152 2,746
9,534 9,309
2,275 . 2,833
7.026 6,538
5,190 2,595
5,285 3,178
6,221 " 901
6,184 6,010
2,283 6,000
497 900

- 5,544
$51,701 $50,510
$1,131 $1,215

521 224

1,649 808
3,084 2,675
9,496 9,231
2,511 2,828
6,944 6,479
5,190 2,079
5,269 2,777
6,213 2,990
5,287 6,047
5,284 6,000

546 900

- 6,859
$53,125 $51,112

Exhibit E-1 -

Budget -
2006-07

777
2,320
8,837

. 2,784
6,181
1,166

901
6,010
6,000
1,050

11,485

4,875
$52,386

$1,305
777
2,245
8,748
2,777
6,080
1,148
897
6,006
6,000
1,050
11,485

7,312
$55,830



Exhibit E-2

PHILADELPHIA GAS WORKS
OTHER LONG TERM DEBT SERVICE

( Dollars in Thousands )

Line " Year - ' Actual Estimate Budget
No. Issued Series 2004-05 2005-06  2006-07

Interest Payments

1. 1997  Capital Lease $ 51 $ - $ -
2. 1998  1st C Subordinate 732 676 617
3. Total InterestPayments ~~ § 783  $ 676 § 617

Interest Accruals : o
4. 1997  Capital Lease _ $ 8 $ - $ -
5. 1988  1st C Subordinate 722 666 . 607

6. ~ Total Interest Accruals $ 731 $ 666 $ 607




Exhibit E-3

PHILADELPHIA GAS WORKS
OTHER INTEREST

(Dollars in Thousands)

Line Actual Estimate Budget
No. Other Interest 2004-05 2005-06 2006-07
1. Tax-Exempt Commercial Paper $2,759 $6,585 $8,935
2. Variable Rate - 5th Series A-2 560 552 552
3 Variable Rate - 6th Series - 261 922
4 Bond Discount, Issuance & Premium Expense 1,703 1,668 2,237
5 Customer Deposits 211 495 540
6. Miscellaneous Interest Expense 890 - - -
.\ .
Total Other Interest $ 6,123 $ 9,561 . $ 13,186
7. Extraordinary Loss $ 4779 3 5332 S 5557
. -
8. AFUDC* 3 __(907) $_(1.168) $_(1.202)
9, * Total AFUDC ($907) ($1,168) {$1,202)
. .
»




Exhibit F

o PHILADELPHIA GAS WORKS
> CAPITAL FUNDING & EXPENDITURES
(Dollars In Thousands)

Line : Actual Estimate Budget

No. - - | - 200405 2005-06 200607
SOURCES:
1.  Capital Improvement Fund $68,000 $60,195 .. $72,000
Other Funding Sources . (1,090) 7,862 3,152
Total Sources $66,910 $68,057 $75,152
- USES:
Capital Expenditures:: _
4 Gas Processing | $5,008 $4,262 $4,486
5. Distribution ‘ 43,572 45,21~1 45,224
6.  Field Services ' 5,288 - 6,111 - 9,398
$ 7 Information Technology 2,965 - 3119 4,817
8 Transportation | 2918 - 3,685 4,640
9. Field Operations Initiative 5,129 1,766 : 2,454
10. Other Departments . : 2,030 3,903 ' 4,133
* 1 Total Uses $66,910 $68,057 - __ $75,152
]
D




Exhibit G-1

PHILADELPHIA GAS WORKS
REVENUE BOND DEBT SERVICE

( Déllars in Thousands )

Line Year Actual Estimate - Budget
No. Issued Series 2004-05 2005-06 2006-07
Princigél F"ax’ ments
1. 1989 11thC 8 - $ . - - $ -
2. 1990 12th A 1,632 1,511 -
3. 1994  15th 4,395 705 |
4. 1999  16th 7,735 . 8,120 8,525
5. 2003  17th 5,610 11,795 10,715
6. 2004  18th 420 975 1,790
7. 1998  1stA 9,280 6,800 11,080
8. 1999  2nd 2,120 " - -. 2,315
9. 2001  3rd 2,130 - 965
10 2003  4th 2,065 - 1,285

11. Total Principal Payments ~ $ 35,387 $ 20906 - $ 36675




PHILADELPHIA GAS WORKS
OTHER LONG TERM DEBT SERVICE

( Dollars in Thousands )

Line Year _
- No. Issuyed .=  Series

Principal Payments

1. 1997  Capital Lease
2, 1998  1st C Subordinate

3. Total Principal Payments

Actual
2004-05

$ 1947
1,255

$§ 3202

Exhibit G-2

Estimate Budget
200506 2006-07
$ - $ -
1,310 1,370
$ 1,310

$ 1370




Line

No. -

ON~

10.

11.
12.

13.

14.

PHILADELPHIA GAS WORKS

Exhibit H-1

WORKING CAPITAL DETAIL
(Dollars in Thousands)
Actual Estimate Budget
Balance Balance ‘Balance
8131105 8131/06 8/31/07.
ASSETS |
Accounts-Receivable $286,327 _$265;039 | $259,762
Accrued Gas Revenues 8,787 11,300 10,568
Uncollectible Reserve (207,480) {191,631) (186,968) .
Net Accounts Receivable 87,634 84,708 83,362
Materials & Supplies 129,984 183,784 ' 180,389
Other Current Assets 2,632 11,434 5,331
Total Assets $220,250 $279,926 $269,082
- LIABILITIES
Accounts Payable:
Natural Gas $49,185 $56,465 $43,033
General 14,733 15,820 - 16,435
Total Accounts Payable’ 63,918 72,285 59,468
Other Current Liabilities 38,074 33,950 33,023
Total Liabilities . $101,992 $106,235 $92,491
Total Working Capital $118,258 - $173,691 $176,59‘!__ .
Net Increase/(Decrease) - $3,793 $55,433 $2,900



b o

Line
No.

ol

10.

11.
12.

13.

PHILADELPHIA GAS WORKS
WORKING CAPITAL CHANGES

(Dollars in Thousands)

ASSETS

Accounts Receivable
Accrued Gas Revenues
Uncollectible Reserve
Net Accounts Receivable

Materials & Supplies

- Other Current Assets

Total Assets

LIABILITIES

Accounts Payable::
Natural Gas
General

Total Accounts Payable

Other Current Liabilities
Total Liabilities

Total Working Capital

Actual
Change

8/31/05

($27,423)
(803)
22,736

Exhibit H-2

($5,490)

$31,517

($11,385)

$14,642

($3,682)
(5,427)

($9,109)

$19,958

$10,849

$3,793

Estimate . Budget
Change Change
8/31/06 8/31/07
($21,288) (85,277)
2,513 (732)
15,849 4,663

- ($2,926) ($1,346)
' $53,800 ($3,395)
$8,802 ($6,103)
$59,676 ($10,844)
$7,280 ($13,432)
1,087 615
$8,367 ($12,817)
($4,124) ($927)
$4,243 - ($13,744)
$55433 $2.900




Non-Gas Inventory
Storerooms: '

Belfield

Castor i

Fieid Operations / Tioga
Meter Shop
Montgomery
Passyunk Mini
Passyunk Plant
Porter

Richmond Plant
Stationery '
Transportation
Other Miscellaneous

Sub Tetal

Natural das Storages

GSS - Transco

WSS

SS1A.

GSS - Tetco
Equitrans - Keystone
§-2

Ss1B

Emlnence 1
Eminence 2

Sub Total

Richmond LNG
Passyunk LNG
Processing Costs

.Sub Total
Total Gas Storage

Total Material & Supplies

PHILADELPHIA GAS WORKS

MATERIALS & SUPPLIES BALANCE @ 8/31

Exhibit H-3

Estimate Budget
2005-06 2006-07
Dollars Dollars
$ 85,000 $ 87,000
60,000 61,000
2,250,000 - 2,295,000
80,000 81,000
975,000 995,000
45,000 " 45,000
1,050,000 1,071,000
100,000 102,000
3,750,000 3,825,000
75,000 77,000
400,000 408,000
21,000 21,000
$ 8,891,000 $ 9,068,000
Estimate Budget
2005-06 2006-07
Volume {Mcf) Dollars Ava. Price Volume {(Mcf) Dollars Avg. Price
3,725,804 $ 31,308,544 § 843 2963151 $ 27,721,119 $ 9.36
3,213,785 26,866,879 8.36 2,417,844 21,224 554 8.78
2,545,687 22,036,939 8.66 - 1,901,714 18,091,579 9.51
3,316,496 27,795,468 8.38 2,923,667 27,924,982 9.55
387,206 3,302,526 8.53 367,632 3,628,867 . 9.87
383,651 3,069,230 8.00 . 318,809 '2,920,953 9.16
2,367,811 20,448,648 8.64 1,843,398 17,674,886 9.58
465,118 3,648,679 7.84 459,058 4 277,773 932
631,997 5,158,319 8.16 577,792 5,236,868 9.08
17,037,645 $143,725,232 $ 8.44 13,772,965 $ 128,701,561 §$ 9,34
3,038,777 26,904,227 8.85 3,985,538 36,712,298 9.21
258,669 1,991,085 1.70 258,669 2,066,471 7.89
- 2,272,456 - 3,840,670
3,297 446 31,167,768 4,244,207 42,619,430
20,335,091 S174,893,0b0 $ 8.60 18,017,172 § 171,321,000 $ 9.51

$183,784,000

$ 180,389,000




PHILADELPHIA GAS WORKS

DETAIL OF NON-CASH EXPENSES

(Dollars in Thousands)

Line

No.

10.

1.
12,
13.
14.

DEPRECIATION
Depreciation on Historical,
Less to Capital '

SUBORDINATE PAYMENTS
Gas Commission '

City Payments

Swap Option Proceeds

Total Non-Cash Expenses

DETAIL OF DEPRECIATION
& AMORTIZATION

Depreciation Excluding Cost of Removai
Discount, Premium & Issuance Expense

Extraordinary Loss
Total

NET CHANGE OTHER
LONG TERM

(Increase)/Decrease Other Assets
Increase/(Decrease) Other Liabilities
TECA Accretions

Total

SD-1

Actual Estimate Budget
2004-05 2005-06 2006-07
$39,547 $40,128 $41,413

(1,022) (349) 458
38,525 39,779 40,955

909 830 g73
556 * 570 584
652 (625) (625)
813 775 932
$39,338 $40,554 $41,887

Actual Estimate Budget
2004-05 2005-06 2006-07
$35,904 - $36,928 $38,213

1,598 1,668 2,237

4,779 5,332 5,557
$42,281 $43,928 $46,007
Actual Estimate Budget
2004-05 2005-06 2006-07
($8,142) $4,809 © $530

2,596 (4,128) (924)
(1,371) (1,705) 1,305
($6,917) ($1,024) $911



-y,

Line -

No.

PHILADELPHIA GAS WORKS
INSURANCE EXPENSE

( Dollars in Thousands )

Insurance Type

Property

Public Liability

Workers' Compensation -

Miscellaneous
Sub-Total

Employees’ Health

Employees' Group Life
Sub-Total

Total Insurance

Actual
2004-05

$827
2218
390

50

$3,485

33,571

1,594

. $35,165

$38,650

Estimate
2005-06
$1,067
2,002

349

60

$3.478

34,804

2,100

$36,904

$40,382

SD-2

Budget
2006-07
$1,067
2,289
401

70
$3.827

37,884

2.100

$39,984

$43,811



-

DEPARTMENTS

ADMINISTRATION
Officer’s Salaries
Incentive Bonus
President & Chiaf Exaculive Oicer
Internal Auditing
Senior VP General Counsel & Legal
Hurnan Resources
VP Labor, Safety, Preparedness
Organizatlonal Development
Podlidies & Compllance
Corporate Communications

Total

EINANCE
Chief Finandial Officer
Accounting & Reporling
SR VP Finance
Risk Managemenl
Treasury
Total

CUSTOMER ACTIVITIES
VP Customer Affalrs
Collections

Bonus Awards

Commercdial Resource Center
Accouni Managemant
Cuslomor Review Unit
Customer Service

PMO

Total

MARKETING & PLANNING

VP Markeling

Marketing

Strategic Planning

VP Regualtory & Extemnal Affairs®
Gas Control & Acquisitions

Rates & Gas Planning

Total

OPERATIONS

Chisf Operating Officer

Senior VP Operations

VP Gas Management

Field Services

Distribution -

Gas Processing

Operations Systems Suppon
Total

SYSTEMS & SERVICES
Information Servicas
VP Compliance, Technical & Transfomation®
VF Support Servicas
Procuremaent
Englneering Services
Fadlities Management
Talecommunicatiors
Securlty
Matertals Managameni
Chemical Services
Fleel Operations .
Total

SUB-TOTAL

Labar Savings
SUB-TOTAL

Philadelphla Gas Commission
GRAND TOTAL PAYROLL

Capilalized Full Time Equivalents:
* Reslated due 1o Organizalional Chranges

PHILADELPHIA GAS WORKS

PERSONNEL & PAYROLL DETAIL

{Doltars In Thousands)

Actun Estlmste
2004-05 © 2005-08
Avorgo - Avorage
Eosopnet Eayrell Pemonpel Pavrell
0 £2212 0 - 52367
0 $0 0 $500
3 60 2 62
2 121 3 213 .
15 B40 194 826
13 . 733 9 484
10 521 9 a8
0 0 4 156
3 207 4 248
a 256 5 304
50 $5,050 50 $5,605
.0 $0 0 so
24 1,251 23 1,094
2 54 5 277
6 343 6 az
12 612 12 637
45 $2,260 a8 $2,340
15 $723 3T 2014
125 6,568 118 5,863
0 99 0 100
1 75 4 217
48 2311 2. 213
14 702 13 704
178 . 9,140 166 8452
6 306 3 161
383 $20,004 383 $19.642
1 $49 2 $48
28 1,688 28 1,603
4 187 5 281
4 169 2 80
21 1313 21 1,31
8 348 8 87
65 $3,750 84 $3,70
5 $281 5 $357
] 592 a 173
2 39 2 . &
352 20,258 348 19,950
474 26,881 489 26,630
137 5,112 134 9,067
4 203 4 242
563 $57,368 9683  §58,459
57 $3,289 65 $3821
5 288 ) 549
3 210 3 118
7 387 3 351
9 578 8 . 510
53 2,645 50 2473
4 177 4 77}
3 168 2 118
59 2,488 50 3,444
4 72} 4 243
42 2,597 43 2462
245 $14,049 253 $1431
1772 $102479 1758 $102,067
{18) (81,105}
1,712 $102478 1,740 $100,962
5 - 34 5 315
—lTTT$102821, —td5$101,277
383 22,167 369 21,429

SD-3

Budgot
200607
Avemge
0 $2.340
0 $500
2 63
3 22
14 768
2 500
] 458
4 , 165
4 256
5 317
50 $5,587
$0
21 1,032
7 389
[} 341
12 B89
48 $2451
as $2538
92 4,745
o 100
7 a
s 2070
13 714
194 10,043
0 0
383 $20,620
2 50
28 1,664
.5 2
T2 49
20 1277
6 389
63 $3,730
7 S22
. o 0
2 41
342 21,163
470 | 28,056
133 9,043
- 4 249
as58 $59,074
65 53,9609
10 838
3 120
-] Lt}
] 535
49 2405
4 228
2 122
68 3,574
4 251
43 2851
253

$14,849

1,753 $106320

{13 {$798)
1,740 105522
5 385
1,745 $105867

3rs 22,733
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PHILADELPHIA GAS WORKS
REMAINING NORMALIZED EXPENSES

Line _ - o Estimate Budget Forecast
No. Descrintion Department 2005-06 200607 2007-08
1. Management Audit PUC $ 111,134 5 - $ -
.2. Restructuring ' Arﬁortization of Restructuring Costs 1,086,695 ‘ - -
3. HRIS - Payroll Human Resources 20,925 20,925 10,453
4. HRIS - Payroll VP Labor, Safety, & Preparedness 20,925 20,925 10,463
5, HRIS - Payroll- Treasury 84,969 84,969 42,484
6. Oracle 11iUpgrade  Accounting & Reporting 64,029 84,029 64,029
7. Or;dde 11i Upgrade  Treasury 42,335 42,335 42,335
8. Oracle 11i Upgrade  Material Management 21,168 21,168 21,168
9. C)racle 11i Upgrade  Procurement | 21,168 21,168 ‘ 21,168
10. Oracle 11i Upgrade  Information Services 42,335 42.335 42;335
| 11. Noetix Accounting & Reporting 4214 4214 4,214
12. Business Continuity  Policies & Compliance 30,104 30,933 ‘ 30,342

13. Total $ 1,550,000 $ 353,000 $ 289,000




PHILADELPHIA GAS WORKS
ENVIRONMENTAL EXPENSES FY 2005 THROUGH FY 2012
' Actual Ina Budgel  Forecast  Forecast  Forecast  Fomcast  Forgcast

Emvironmonial £Y 2008 EY 2008 FY 2007 EY2008  Fyao08 EY 2010 EYao EY 2012

Costof Removal (Net) - 8 - § 1547000 § 400000 § 485,000 § - $ - _§ -8 -___§ 2402000

Lahar . .

Technical Support $ - § 100000 $ 100000 $ 100000 $ 100000 § 100,000 $ 100,000 $ 100,000
Total 3 - % 100000 § 100000 .5 100000 § 100,000 $ 100000 § 100,000 § 100,000 § 700,000

Purchased Servics .

Purchased Servica - $ - 3 ©2588B § 666000 $ 435000 $ 384000 $ 180000 $ 218000 § 127,000

_ Assassment Study - 430,000 75,000 - "

Total $§ - 3 52588 § T41000 § 435000 § 354000 $ 180,000 $ ' 218000 $ 127,000 § 2,587,588

Malnt. Contractars
Mise, Contractors s - 8 1302000 § 1426500 § 2433477 § 1451087 § 341067 $ 341067 § 341,067
Total ‘ $ - % 1302000 $ 1426500 $ 2433477 % 1,451,087 § 341067 § 341,087 § 341087 § 7,726,245 -

Total 3 = _$ 2014588 § 2267500 $ 2,888,477 § 1915067 § 5215051' $ 650,067 § 568,087 '311!013@3 ‘
Cumulative 8 - § 2014588 § 4282088 § 7,25058% § -9,485832 § 07EEE0D § 10445786 § 11,013 833 Tatal_§13,415833

Expense 2003 EY 2006 EY 2007 EY 2008 FY 2009 FY 2040 FY 2011 EY 2012 FY 2013 FY 2014 EY 2015 FY 2018
Labar s -3 - s T - $ 20000 § 20000 $ 20000 § 20,000
Purchased Serv. - - - - 72,800 36,000 43,600 25,400
Maint. Contractors - - - - 290,213 68,213 68213 68,243 .
Amortization - - - - 383,013 507,227 839,040 - 752,654 369,840 245427 113513

Total s - % - 8 - 8 - 0§ 33013 § 507207 § 63040 §  TEZ654 §  TS2854 § 369,640 § 245427 § 113613
Cumuiative $ - % - 8 R - 0§ 383013 5 880240 § 1529280 $ 228153 § 3,004,588 § 3404225 § 3849.,883 § 3,783,288
EY 2005 EY 2008 FY 2007 EY 2008 EX 2009 EY 2010 Ey 2011 EY 2012 EY 2013 EY2014 EY20138 EY2018

5 Year Amartization . : . :
Cash s - 8 - .8 - 8 - $ 1O15087 $ 621,067 $ . 659087 § 568,067
Expense - .- - - 383,013 124,213 131,813 113,643
Deferrsd - - - - 1532054 46,854 527,254 456,454 .

. Cumuiative L-T Deferred . - - . -- 1,532,054 2_028,90?‘ 2,473,147 2,120,374 1,481,334 728,680 350,040 113613
Less Current Amertiz. - - - - - (383,013) {507,227} [030,040)  (752854)  (369.840) _ (245427)  (113,613)
Remaining L-T Deferred  § - 3 PR 1 - 8§ - § 1532054 § 1845884 § 1665621 § 1,481,334 § 728880 § 359,040 $ 113613 § -

DefarredCosts - . " § 1532084 § ABAS4 § 527254 §  A5AAS4 , .

Current Costs - 2,014,588 2,267,500 2,968,477 383013 - 507227 639,040 752,654 752,854 366,640 245427 113813 § 3763268

Cost of Removal - “1,547,000 400,000 455,000 - - 8 - - - - - -

Total . s - 8§ 3551588 § 2031.500 § 3423477 § 1,915.037 $ 821,087 § 650087 § 583087

. DA/A1/2005  OB/3N/Z008°  OX/31/72007  OA/31/2008 mtm 08/34/2010 © OAI31/2014 wwzmz

Settisment Proceeds -s 9,513,000 $ 2,544,000 § 1,821,588

Expenses / Amortization  _$ (4,026000) § {3,584,588) § (2, m.sooj_s (Sw $ (621087} § (830087} § (568,087)

Settigment Batance 000 4 12

v-r-as
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PHILADELPHIA GAS WORKS
DEFERRED RESTRUCTURING EXPENSES
ctual _ ctual Estimate Budget Forecast Origina
FY 2002 EY 2003 FY 2004 FY 2005 200 Total
Legal Fees $ 131543 $ 250627 § - $ - s - $ 382170
Consultants/information Servicas 890,480 1,624,270 . - _ e 2,614,750
PGW Training Labor 126,654 44,484 _ 171,118
Customer Education/ Duplicating
Postage/Advertising . . 8,193 187,723 - - - 195,916
Other Expenses ' 218 6,157 . 251 . - 6.626
Total Cash Impact . $ 1457088 $ 2113241 § 251§ S $ 3,270,580
Cumulative Cash Impact $ 1,157,088 $ 3270329 $ 3270560 § 3270580 § 3,270,580
Outstanding Balance - $ 2180387 §. 1,080,183 § )

Amortization Recovery

Period Threa Yaars Origina)
FY 2004 $ 1,000,183

FY 2003 1,080,193
FY 2006 1,090,194

Total $§ 3,270,580




s

SD-5
PHILADELPHIA GAS WORKS
ACCOUNTS RECEIVABLE & BAD DEBT EXPENSE
Actual Estimate Budget
Accounts Recelvable 200405 200508 2006-07
Beginning Receivable Balance $ 313,750 $ 286,327 $ 265,039
Bllled Gas Revenues 846,729 940,256 958,021
Other Operating Revenues/Adjustments 45710 42,638 43,135
Total Revenues ‘ 892,439 082,894 1.002,056
94.86% 93.09% 94.00%
Collections Current Revenues (846,592) {915,000} (941,933)
Adjustments - 19,890 {11,570)
Net Write-Offs - (93,160) {77,612) (65,400)
Total Credit / Reductions {919,862) (1,004,182) ~ (1,007,333)
Ending Recelvable Balance 286,327 265,039 - 259,762
Bad Debt Expense
Current Year Net Receivable 286,327 265,039 259,762
Adjusted Net Receivable 286,327 265,038 259,762
Reserve Factor 24.60% 23.25% 23.25%
Total Bad Debt Expense 70,424 61,519 60,737
Write Off Gas Accounts 92,979 77.500 65,000
Write Off Other 181 112 400
Reserve Balance
éeginnlng Reserve Balance - Gas 228,842 206,287 190,306
Net Write-Off - Gas (52,979) (77,500} (65,000)
Appropriation to Reserve - Gas 70,424 61,519 60,737
Ending Reserve Balance Gas 206,287 190,308 186,043
OAR Researve - 1,412 1,300 200
M & J Reserve ) (219) 25 25
Total Reserve Balance . 207 480 191,631 186,868
0.7246 0.7230 0.7198
Net Accounts Recelvable 78,847 73,408 72,794
OTHER OPERATING REVENUES Actual Estimate Budget
2004-05 2005-08 2006807
Billed Revenue ' 846,729 940,256 958,921
New Billed Revenues 846,729 940,256 958,921
Other Operating Rev. 21,912 17,865 18,219
Sales Tax 12,902 14,104 14,384
Appliance Repair & Other Revenues 10,896 10,669 10,532
‘ 45,710 42,638 43,135
892,439 982,894 1,002,056
Sales Tax % . 0.0152 0.0150 0.0150
Other Oper Rev % 0.0259 0.0180 0.0180



SD-6

PHILADELPHIA GAS WORKS
COLLECTIBILITY STUDY - APRIL 2006
Balance Per Study Reserve
Receivable Collectible % $

Classification Uncollectible Uncollectible
Active Non-budget Agreement :

Commercial 845,166.79 598,320.34 29.21% 246,846.45

Resldential 19,049 674.86 14 467 847.23 24.05% 4,581,827.63

Total 19,894,841.65 '45,066,167.57 24.27% 4,828,674.08
Off - Curb & Dig .

Commercial 325,610.16 - 100.00% 325,610.16

Residantial 3,697,145.08 718,666.23 80.56% 2,978,578.85

Total 4,022,755.24 718,566.23 82.14% 3,304,189.01
Finals )

Commercial 4,622,013.07 1,064,505.48 76.97% 3,557,507.59

Residential 73,439,245.24 6,672,950.23 90.91% 66,766,299.01

Total 78,061,262.31 7,737,455.71 90.09% 70,323,806.60
Non-Budget Non-Agreement

Commercial 46,562,537.09 39,611,662.55 14.93% 6,950,884.54

Residential 142, 076,254.20 86,196,320.46 39.33% 55879933.74

Total ' 188,638,791.29 125,807,973.01 33.31% 62,830,818.28

Sub-Total Before CRP

$ 290,617,650.49

$ 149,330,162.52

48.62% § 141207.487,97

CRP AGREEMENTS . N
CRP Current Program 9,339,903.44 5,490,224.60 41.22% 3,849,678.84
CRP Program ™ 640,693.94. 293,315.72 54.22% 347,378.22
CRP Arrears 70,241,643.64 32,157,285.94 54.22% 38,084 357.70
CRP Regulatory Asset - - - .-
Total CRP $ 80,222,241.02 $ 37,540,826.26 52.7T1% 42,281,414.76
Inactive Accounﬁ . $ 8,718,282.01 § 2,899,566.77 66.74% 5,818,715.24
Crodit Balances $ (10,620,160.42) .

Grand Tota! $ 36893801310 § 190.170.555.55 $ 189,367 617,97
Cycla 22, 23 GTS & Unfrozen Pay. s 2215894

Total AR £.368,940,232,04

© ***CRP Program Includes CRP Lihoap Make-Up (CRP-LL), CRP Relief Loan (CRP-RL), Non-Gas Charges Billed (CRP-LN) and

Non-Gas Charges from Current year not bllled (CRP-LD)



NATURAL GAS ‘
PRICE - VOLUME ANALYSIS
Budget
. Budget Estimate Over(Under)
. 2006-07 2005-06 Estimate
N.G. Utilization (Mcf) 58,518,925 55,375,359 - 3,143,566
COMMODITY $563,454,415 $576,117,816 ($12,663,401)
Average Price | 9.6286 10.4039 (0.7753)
DEMAND $67,381,823 $63,298,737 $4,083,086
Total Demand & Commodity $630,836,238 $639,416,553 ($8,580,315)
Average Price 10.7800 11.5470 (0.7669)
REFUNDS - (236,876) 236,876
TOTAL $630,836,238 $639,179,677 ($8,343,439)
CHANGE DUE TO: - |
Commodity Price ($45,368,640) (0.7753)  ° (7.45%)
Volume 32,705,239 3,143,566 - 5.68%
Demand 4,083,086
Total Demand & Commodity (8,580,315) (0.7669) - - (6.64%)
Refunds | 236,876 |
TOTALCHANGE - §

(8,343,439)



PHILADELPHIA GAS WORKS

DETAIL OF OTHER OPERATING REVENUES

Finance Charges

Returned Check Charges
Credit Card Charge Back Fees
St_lspended Service Revenues

Total

( Dollars in Thousands )

Actual
2004-05

$ 21,594
296
16

6

$ 21,912

Estimaie

2005-06
$ 17,580
260
19

6

$ 17,865

SD-8

Budget
2006-07

$ 17,933
260
20

_$18,219



-' - - - -
Estimated Westher 3,625 degree days
City Loam $45.8 W Faily BRI -
TXCP $150.0 M with $70.0 MM Outstanding @ /318 BUDGET OF CASH RECEIPTS AND DISBURSEMENTS
Collsction Factor $3.0% - FISCAL YEAR ENDING AUGUST 31, 2008
$18.0 M City Payment Made and Granted Back to PGW {Milttons of Doflare)
Defoved gas payments $22.0 ¥ patd In FY 2008 ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL  ESTIMATE  ESTIMATE _ ESTIMATE  ESTIMATE
Debt Service reduced by $12.0M refunding gj1/26/08 -
o8/2/08 Sep Oct Nov Dec Jan Feb Mar Apr May June July Aug TOTAL
OPENING BALANCE - CASH INCLUDES $49.6 TXCP 15.2 128 §9.0 31.7 263 389 493 83,3 83,0 1346 1439 101.7 152
RECEIPTS .
Gas 402 47.2 542 67.3 1085 108.5 1323 0.8 79.0 85.0 550 510 806.0
Other . 174 0.5 o8 0.7 1.2 0.3 42 1.2 8.2 3s o5 1.8 38,0
Drewn from Capitel Funds - Principal ($100.0MM) 0.0 0.0 00 W7 0.0 200 0.0 0.0 82 00 0.0 (0.7} 80.2
Drawn from Capital Funds - Interest 0.0 0.0 0.0 0.0 00 0.0 Y] 0o 38 00 00 (.o 28
thwno m Lsmum Funds - Pﬂndpal (50.0MM) 00 0.0 0.0 00 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0
reEwn 00 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 00 - 0.0 0.0 0.0
Advence (Repsymanl) of Captu Fund 0.0 0.0 0.0 0.0 0.0 ©00 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Pension Draw 0.0 0.0 0.0 57 14 14 1.4 1.4 1.4 18 0.0 0.0 4.5
City Loan . 0.0 00- 0.0 0.0 00 . 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0
City Feo 0.0 o0 0.0 0.0 0.0 0.0 0.0 0.0 00 18.0 0.0 0.0 18.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 .00 0.0 0.0
TOTAL RECEIPTS 57.3 417 548 108.4_ 108.1 131.2 137.9 101.5 26.6° 883 - 555 51.2 1,039.5
TOTAL " 728 60.5 1138 140.1 135.4 188.1 187.2 189.8 1946 2228 1984 1528 1,054.7
DISBURSEMENTS ]
Labor 128 107 1.3 123 110 - 108 128 11.0 120 115 1.4 120 139.4
Netural Ges 265 305 508 94.0 108.8 84.4 69.2 69.8 306 385 350 2o 875.8
Debl Sarvica aA 0.0 o1 01 14.9 83 40 [:11] 57 1.0 393 7.0 815
TXCP: Interest 0.4 0.0 0.0 04 1.0 0.4 0.0 0.0 1.5 05 05 0.4 47
Repayment of City Loan 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0
Clty Fas - 0.0 0.0 00 0.0 0.0 0.0 0.0 1] 0.0 18.0 00 | 0.0 180,
Other Disbursemernta 17.2 9.8 121 8.9 13.4 18.1 12.9 11.2 11.5 118 1.5 10.8 144.7
TOTAL DISBURSEMENTS £8.7 50.8 o] 1937 1492 175 $8.8 8.8 61.3 79.0 87.7 ‘823 1,084.0
MONTHLY CASH FLOW (2.4) 3.1} [27.3) (5.3) {40.1) 137 39.0 8.7 3.3 9.3 (42.2) (11.1) (24.5)
CUMULATIVE CASH FLOW (2.4} (5.5 (32.8) {38.2) {78.3) (84.6) . {25.6) (15.9) 15.4 287 (13.5) {24.5)
[OPENING TXCP 48] 49 450 .2 9.2 982 1499 1488 - 1488 1486 140.9 148.6 1408 40,0
TXCP ISSUED DURING MONTH 0.0 493 0.0 00 50.7 0.0 oo - 0.0 1488 00 0.0 6.0 243.0
TXCP PAID DOWN DURING MONTH 0.0 0.0 0.0 0.0 0.0 13 0.0 0.0 1488 0.0 0.0 799 220.8
LENDING TXCP 49,9 §9.2 Y 89.2 149.0 148.8 1486 1488 1488 149,8 149.9 700 70.0
OPENING BALANCE - GABH 16.2 128 50.0 T ~26.3 ®.9 403 8.3 I 1348 143.9 101.7 152
MONTHLY CASH FLOW 4 Bh (27“.5) 15.3) {40.1) 137 39.0 . ar 353 23 {42.2) (11.1) {24.5)
INET TXCP ACTIVITY MONTHLY 0.0 483 0.0 00 50.7 (1.3) 0.0 0.0 1.3 0.0 0.0 (79.9) 201
) . 0.8
ENDING BALANCE - CASH 128 $9.0 M7 23 39 493 28.3 $8.0 134.8 1435 101.7 10.8 1
CITY LOAN AVAILABLE - END OF MONTH 0.0 0.0 0.0 00" 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 00 .00
CITY LOAN UTILIZED - END OF MONTH 450 450 450 480 450 450 - 480 450 45.0 450 450 4590 450 450
CASH POSITION NET.OF TXCP AND CITY LOAN {62.1) {85.2) {1125) {117.9) 158.0 (1443} (1053} (95.5) {60.3) 4@ {s3.2}

{1042

6as




- - - - -
R R R e T T A .
Budgeted Weather 4,628 degres days
City Lozn $43.0 MM Outstending @ &/31/07
TXCP $150.0 MM with $70.0 MM Outstanding @ 8/31/07 BUDGET OF CASH RECEIPTS AND DISBURSEMENTS
Collsction Factor S4.0% - FISCAL YEAR ENDING AUGUST 31, 2007
$18.0 MM City Payment Made end Granted Back to PGW ) (Mitiions of Dollars)
BUDGET __ BUBGET _ BUDGET __ BUDGET __ BUDGET _ BUDGET _ BUDGET _ BUDGET  BUDGET  BUDGET  BUDGET  BUDGET
082308 Sep Oct Nov Dec _ __ Jm Fab Mar Ape May June Juty Aug TOTAL
OPENING BALANCE - CASH INCLUDES $70.0 TXCP 10.8 707 714 847 731 873 ‘@51 85.2 1188 1283 1158 868 108
RECEIFTS .
Gao 487 522 53.8 725 1] 142 128.1 1.8 92.4 6.4 55.1 52.2 841.8
Other . 08 08 24 0.8 08 0.8 08 08 08 0.8 o8 28 132
Drewn from Capita! Funds - Principsl 0.0 00 0.0 00 4.1 0.0 0.0 0.0 0.0 00 0.0 87.9 72.0
Drewn from Cepitsl Funda - Interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 34 a1
Orawn frh:nn Lease FF_unus - Princigel c.0 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0
Drewn from La23e Funds - Intersst 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 00 0.0 00 0.0 0.0
Advence (Repayment) of Capital Fund 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 00 0.0
Pansion Draw 14 14 14 14 14 14 14 1.8 15 15 15 15 17.3
City Loan . 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 00 0.0 00 0.0
CityFoe 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 18.0 0.0 0.0 18.0
0.0 00 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 00 0.0 0.0
TOTAL RECEIPTS - 489 54.4 678 74.2 1028 116.4 128.3 __ 1142 84.8" 887 - 514 1273 1,065.4
TOTAL 597 125. 1201 1304 178.0 1637 1823 200.4 - 2148 2148 1729 1841 1,076.2
DISBURSEMENTS : .
Labor . 11.4 122 128 122 13.0 12.0 121 1.6 123 1.4 121 131 148.2
Naturel Ges : 325 %4 355 422 €8.2 811 85.1 822 80.0 54.0. 443 437 8152
Dbt Sarvica 40 1.0 10 10 108 6.3 40 1.0 1.0 10 448 185 91.0
TXCP: Interest & Variable Rate Debt Fees 06 13 08 0.8 1.3 08 08 13 0.8 048 13 08 10.9
Repeyment of City Loan 00 0.0 0.0 0.0 0.0 00 0.0 0.0 6.0 0.0 0.0 20 20
0.0 0.0 0.0 0.0 0.0 0.0 00 00 00 0.0 0.0 0.0 0.0
Clty Foe 0.0 0.0 0.0 00 0.0 0.0 00 ., 00 00 180 0.0 0.0 18.0.
Other Disbursements 204 12.8 143 10.2 158 16.5 16.2 135 142 143 138 13.2 176.9
TOTAL DISBURSEMENTS 88.0 53.7 54.3 86.3 108.7 118.7 8.1 ese 88.3 85.4 118.1 86.1 1,080.2
MONTHLY CASH FLOW {20.0) 0.7 {8.7) 8.4 {5.8) 2 301 248 64 (10.8) (56.7) 3.1 5.2
CUMULATIVE CASH FLOW : 2009 {18.3) {26.0) 178 {23.4) {258} . 45 281 3se 2438 (33.9) 5.2
OPENING TXGP 700] 700 1458 1489 14239 148.8 1488 148.0 1488 149.6 1459 1488 1458 70.0
TXCP ISSUED DURING MONTH 789 0.0 00 0.0 0.0 0.0 00 0.0 0.0 00 00 0.0 79.9
TXCP PAID DOWN DURING MONTH 0.0 oo 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 78.9 789
ENDING TXCP L 149.8 148.8 1498 148.6 1488 1489 148:9 148.8 148.9 1458 148.9 70.0 70.0 |
OPENING BALANGE - CASH 0.8 707 Ti4 Ty 731 K] 8.1 ¥ 1768 1283 1155 %68 10.8
MONTHLY CASH FLOW ’ ' {20.0) 07 67 0.4 {5.8) 2.2} 30.1 . 248 6.4 (10.8) (58.7) 38.4 52
NET TXCP ACTIVITY MONTHLY 798 0.0 00 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 (78.9) 0.0
ENDING BALANCE - CASH ' 0.7 714 847 T34 87.3 85.1 96.2 1198 1) 1188 Y] 18.0 18.0
CITY LOAN AVAILABLE - END OF MONTH 00 0.0 0.0 00’ 0.0 0.0 0.0 0.0 0.0 0.0 00 00 20 - 20
CITY LOAN UTILIZED - END OF MONTH . 450 45.0 450 450 450 450 450 450 450 450 450 450 430 430
CABH POSITION NET OF TXCP AND CITY LOAN (1743 (1235 11303 (1218 [1276) (258 (@97) [75.3} [£55) {784} [138.1] [57.0)
o ————————————— N N .

o-as



26

27

28

>

PREPARED DIRECT TESTIMONY
OF
JOSEPH R. BOGDONAVAGE
ON BEHALF OF
PHILADELPHIA GAS WORKS

Please stafe y.our.ncme and business address.

My name is Joseph R. Bogdonavage. My business address is 800 West
Montgomery Avenue, Philadelphia, PA 19122,

By whom are you employed and in what capacity?

| am employed by the _Philodelphia Gas Works in the capacity of Senior
Vice Presideﬁt - Finance. _ '

What are your principal responsibilities as Senior Vice President -
Finance?

My principal responsibilities include the oversight of PGW's Accounting &
Reporting, Budget & Financial Forecasting, Treasury, and Procurement &
Contract Services Departments. | am currently responsible for the overall
preparation of the Operating and Capital Budgets, review of operating
budgets prepared by the individual departments, and 1he‘ coordincﬁioln,
analysis, issuance and overall control of the complefe annuai Operoﬂng
Budget filing. These activities include the preparation of anolyses for the
purpose of generating financial data to support the company’s financial
planning and decision-making processes. In addition, documentation is
prepared regordin'g financial initiatives; i.e., proposed -revenue bonds,
commercial paper program offerings and base rate case presentations.
Finally, in coordination with the Controller, the Bngei area acts as a .
licison between all departmental budget representatives regarding

budgeting and financial forecasting procedures and variance analysis

reporting.
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Have you previously presented testimony before 1hé.Philadelphia Gas
Commission?

Yes, on numerous occasions. | have most recently presented testimony
before this Commission on matters associoted with PGW's 2005-2006
Operating Budget proceedings and Five Year Forecast. 'Prior to the above
océosion, | presented testimony on PGW's proposed annual Operating &
Capital Budge’rs dnd multiple base rate increase requests. | _
What are your responsibilities in connection with PGW's filing that is the
subject of these hearings?

| am responsibie for the overall development and preparation of the
financial documentation, exhibits and part of the supporting
documen’roﬁon included in PGW's proposed 2006-2007 Opérc:ting Budget
filing. -

Please describe the factors that impacted the current 2005-2006 Estimate .
and also went into the development of the 2006-2007 Operating Budget
and your involvement.

My direct involvement has been to facilitate the departmental interaction
associated with PGW’s Operating Budget process. This -includes the
review of all Operating Budgets prepared by the individuol'depor’rments,
updates to that information and the coordination, analysis, control and
issuance of the complete 2006—20Q7 Operating Budget documeﬁi. | have
interacted with the City Finance Director, PGW’s Senior Team, and, in
particular, Mr. Joseph F. Golden, Jr., PGW's Controller, in developing
PGW's financial plcin. PGW developed a financial plan for the 2006-2007
Operating Budget which takes into account the corporate goal of
reducing operating and maintenance expenses and certain corp_ordte .
initiatives, including the continuing Collecﬁonéffort and to maintain a safe
and reliable distribution system, while keeping PGW in a position of

financial stability and competitiveness. During the 2005-2004 fiscal period,
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PGW's .bond rating remained above investment grade with a negative
outlook by Standard & Poor's and Fitch Ratings’, Moody's Investor's
Services assigned a stable outlook. Fitch Ratings' assigned a negative
watch to the rating, which usually entails a six month period to ascertain
whether the factors that resulted in the change have been addressed in a
positive manner. The negative outlook and watch result from on-going
liquidity issues and the collection risks presented by the sighiﬁconﬂy higher
natural gas prices. The City of Philadelphia, in conjunction with City
Council, assisted PGW in improving its liquidity by foregoing the $18.0
million annual payment for five yedrs starting ‘in- fiscal year 2004 and
delaying the final repayment date of the $45.0 milion City loan unfil
August 2008. Also, in January 2006 PGW increase.d the size of its
Commercial Paper program to $150.0 million, an increase of $50.0 million,
through negoiia’rions with its lending banks to provide additional
borrowing capacity for working capital requirements, mOIn|Y higher
nafural gas costs. These actions were some of the necessary s’feps taken
to bolster PGW's overoll cash flow, and combined with stable collection
rates, PGW anficipates that it wil be able to demonstrate improved
sustainable financial performance to the financial community.  The
company realized a substantial rise in its overall collection rate from 91 4%
for fiscal year 2004 to 94.9% during the fiscal period ended August 2005.
Currently, the collechon rate stands at 92.0% through April 2006, with an
expected August 2006 year end level of 93.0%. This level is expected to
be achieved in spite of the substantially higher customer billings during the
most recent winter period. PGW completed the $313.4 million éh Series
{1998 Ordinance) refunding bond issue in January 2006, which was
comprised of all variable rate bonds. This transaction résuh‘ed in 6ver
$14.6 milion in overall debt service savings (5.14% present value savings)

with nearly $10.5 million applicable to the 2006 fiscal period.
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The 2005-2006 heating season reflecfs an approximately 16.0% warmer

- than normal winter and heofing customers are expected to be charged

$12.5 milion through the Weather Normalization odjustmén’r {(WNA). The
2005-2006 fiscal period reflected significantly higher ﬁo’rurol gas prices and
higher customer accounts receivable balances. The impact of higher
cusipmer accounts receivable balances on bad debt expense,
additiondl r’ncinfenonce costs for the LNG cascade plant; additional
dc’ruoricll funding costs for PGW's employee pension plan and high_ér
depreciable utility plant expense were some of the main reasons for the
$12.5 million or 4.7% increase in-overall operating dnd_ maintenance costs
in the 2005-2006 Estimote cohpored to the 2005-2006 Budget Year as
detailed on Exhibit A-1, Line 18. The higher natural gas prices for storoge.
injections continue to put a sirain on PGW's already thin cash liquidity
position as the Company heads into next year's winter operating season, a
period of PGW's largest working capital requirements. One of the
underlying assumptions that present a risk in the 2006-2007 Operating.
Budget is PGW's ability to sustain or impro\}.e upon its historic collection
factor of 92.0%. In the 2006-2007 fiscal period PGW expects to bill néoﬂy.
$1.0 billion to customers while collecting over $940.0 million, which would
be the highest levels in PGW's history. PGW will continue to utilize the $45.0
million City Loan for working capital purposes and is committed to
reducing expenses and increasing collections in an efforj to minimize the
level of required short term borrowing needs. PGW anticipates that a
$150.0 million new fhoney bond issue will be required in December 2006 to
provide funds for 'its capital expendiiures during the 2006-2007 and 2007-
2008 fiscal periods. _ A '
What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to brovide the documentation and
supporting mefhodology. for the schedules and exhibits, provide detailed
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information regarding certain income and expense items and, where

- necessary, explain the reasons for variations between the fiscal periods.

Please describe the financial statements which support the 2006-2007
Operating Budget submission.

The Operating Budget for the 2006-2007 fiscal year has been summarized

to indicate the functional expenses similar to previous Gas Commission

presentations for comparative purpbses. To facilitate an und_érsicmding

dnd to illustrate the trend and level of opefc:ﬂng expenditures by key
functionality; data is provided on the Statement of income, Exhibit A-1, of
the Operdﬁng Budget presenltoﬂon for the 2004-200_5 Actual, the 2005-
2006 Budget and Estimate and the proposed 2006-2007 Budget periods.

The Cash Flow Statement, Exhibit A-2, reflects the sources and uses of cosh.
and is one of the basic documents for' financial planning at PGW. The

Revenue Bond Debt Service Coverage Statement is prepared in.
accordance with the Rate Covenant of the 1975 General Ordinance, as

amended, and the 1998 General Ordinance, authorizing the issuance of

revenue bonds. In compliance with the provisions of the Ordinances,

PGW prepares and forwards a report to the Director of Finance of the City-
of Philadelphia within 120 days of the cbnclusidn of each fiscal yebr

detailing complidnce with the revenue bond debt service requirements

for such fiscal year. A calculation for the 2005-2006 and 2006-2007 fiscal

periods is included with the Company's filing on Exhibit A-3. |

Who will explain the details of these documents?

| will present a financial summary of the impacis of the revenue and fuel

cost data, which were filed and subsequen’rly revised as part 6f the on-

going Gas Cost Rate ("GCR") filings with the PaPUC, and will continue

through the Stcn‘ement of Income to explctin the impacts of financing and

other financial considerations on the Cash Flow Statement and Revenue

~ Bond Debt Service Coverage schedule.
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Would you proceed with your explanation of the Statement of Income.
The Statement of Income, presenfeq as Exhibit A-1, includes projected
operating revenues for fiscal year 2006-2007 of $980.7 million.

Total Operating Revenves (Line 10} are forecasted to decrease by $4.4
million to $980.7 million less than 1.0% when compared to the 2005-2006
Estimate of $985.1 milion. The major portion of the change in revenues
reflects the return to a normal heating season with the ‘commensurate
increase in sales to firm heating customers. The 2006-2007 Budget Year
represents 4,525 degree days which is PGW's new 30 year average level,
while the 2005-2006 fiscal period reflects 3,825 degree days, 700 degree
days or approximately 15.5% less than the normal level. However, based
on recent customer utilization data the 2006-2007 Budget Year cssumés
that firm heating saies are expected to be opproximofely 5.0 Bcf less than
the 2005-2006 forecasted Budget Yeor reflecting added conservation. This
will result in a substantial decline in the projected margin 1o cover fixed
costs. A reduction in the 2006-2007 Gas Cost Rate of $1.62 per Mcf from
the cument level of $12.56 per Mcf to $10.94 per Mcf further contributed to
the lower revenue projections, while added revenues from gas
transportation customers are anticipated reflecting increased sales
volumes.

Non-Healing Revenues (Line 1) for the 20062007 Budget Year are -
projected at $115.6 million, an increase of $1.4 milllion or 1.0% over the
$114.2 million expec’re'd during the 2005-2006 period. Additional sales to
interruptible customers totaling .8 Bcf more than offset the 7.5% decline in
the average price per Mcf resulting in a $7.7 million rise _in revenues. A .
decrease in firm non-heating billed revenues of $4.8 miilion is mainly due
to a lower GCR in effect. The GCR, the Universal Service Chorge ("USC")
and the Restructuring Charges for fiscal year 2005-2006 are onficipd’red to

be under recovered by $6.2 milion with $.5 million applicable to non-
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heating revenues. The impact on firm non-heating revenues of the
applicable charges for the fiscal periods 2004-2005 and 2005-2006 ‘is

anticipated to lower reported revenues by $1.6 million.

Gas Transportation Service Revenues (Line 2) are anficipated to rise by

$1.1 million or 18.0% to $7.3 million from the prior year's level of $6.2 million
due primarily to additional volumes of gas being 1ronspoﬁed for
customers of 2.2 Bcf. . |

Heating Revenues (Line 3) during the 2006-2007 fiscal year are projected
’rohtoicﬂ $829.9 million, $3.8 milion, or less than a 1% decrease from the
$833.7 milion expected in the 2005-2006 period.  The major factors for the
$14.6 milion increase in billed revenues in the 2006-2007 Budget Year
reﬂécf a 4.2 Bcf increase in usage due to the return to a normal 4,5é5
degree dcy heating season. A lower GCR in effect during the 2006-2007
Budget Year is expected to partially offset the above increase. The GCR,
USC and the Resirdcturiﬁg charges are expected bé under recovered by
$6.2 milion with $5.7 million applicable to heating revenues. - The impact -
on firm heating revenues of the applicable charges for the fiscal periods
2004-2005 and 2005-2006 is anticipated to lower reborted revenues by

-$18.4 million.

The Weuiher Normolizchon Adjustment (Line 4) is expected to result in a

$12.5 mllllon chcrge to heating customers during The 2005-2006 fiscal
period as a result of the warm winter heating season. The 2006-2007
Budget Year anticipates a normal winter heating season which would not
result in a WNA adjustment. ' '
The Unbilled Gas Adiusfment (Line 5) is anticipated to decline by $.7
million to a total of $10.6 million due mainly to a lower average price per
Mcf of gas used but not yet billed at August 2007: At August 2006, .
unbilled gas revenues of $11.3 million are expected to be $2.5 hﬁillion

above the level of the prior period refiecting a higher average price per
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What are the major components of Appliance Repailr & Other Service

Revenues? )
The major components of Appliance Repair & Other Service Revenues are as

follows:
Appliance Repair and Other Service Revenves (Line 7) totaling $10.5 million in

the 2006-2007 Budget Year are associated with the parts and labor plan
éonTrac’rs for house heaters, automatic water heaters and ‘other appliances,
and for appliance repairs and service calls. Afso included in this category
are reconnection charges generated by customer bill paid turn-ons. The
reduced revenues forecasted in the 2006-2007 Budget Year totaling $.1
million mainly result from slightly lower collection related activities cssocicfed '
with customer service restorations. The 2006-2007 Budget Year projects 72,100
Parts & Labor Plans to be in force the same level as the previous year, with no
planned change in price.

The following schedule details appliance repair and other service revenues

for the three fiscal years:

Appliance Repair and Other Service Revenues

{Dollars in Thousands)
Actual Estimate Budget

2004-05 2005-06 2004-07

Parts & Labor Plans $7,793  $7.538  $7.538
Paid & Charge-for-Service 561 237 237
Reconnection, Turn on Charges - 2,541 2,894 - 2,757
TOTAL | . $10.895  310.669  510.532

Other Operating Revenues (Line 8) principally reflect finance charges on
delinquent customer account balances. The 2006-2007 Budget projects

an increase of $.3 million 'ro~$18.2 milion due to higher customer gas

billings and commensurate delinquent balances.
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Would you proceed with your explanation of the Statement of Income?-
The Statement of Income includes p'rojec-’red Total Operating Expenses
(Line 19) for the 2006-2007 Budget Year of $912.0 million, a $5.4 milion or
less than a 1.0% decreose from the prior year. The major reasons for the |
variation in costs ore‘exploined below.

Natural Gas (Line 11) - Natural gas costs are forecasted to total $630.8
million in the 2006-2007 Budget Year, $8.4 million or 1.3% below the $639.2
million level projected for the 2005-2006 fiscal period. The decline from
’rhé 2005-2006 Estimate of natural gas costs primorily_ reflects reduced
commodity pipeline prices of 77.5 c'ents per Mcf totaling ‘$45.4 million,

while additional supply requirements of 3.1 Bcf are expected to result ina

: $32;7 milion increase. Demand charges are forecasted to rise by $4.1

milion. The 2005-2006 fiscal period reflected the receipt of natural gas
refunds totaling $.2 million. No natural gas refunds are projected to be -

received in the 2006-2007 Budget Year.
Contribution Marqins (Line 14) - PGW forecasts that the morginé to cover -

fixed overhead and other costs and interest expense are expected to
total $349.9 milion in the 2006-2007 Budget Year, a rise of $4.0 milli_oh from
the $345.9 million level projected in the 2005-2006 Estimate. This- margin
represents the funds (ioidl operating revenues less the cost of fuel)
ovoilabie to meéi PGW's operational and financial requirements

Labor and Fringe Benefits (Line 15) - This expense i’rem,.ihe second largest
expense that PGW incurs, is budgeted toincrease by $7.6 milion or 5.4% to
$147.3 milion. The main factors that contribute to the added labor and
benefits costs of $7.6 milion are as follows: (1) Operating labor costs in the
2006-2007 Budget Year are anticipated to increase by $3.3 million to $83.1
million from the current year level of $79.8 million. The 2006-2007 Budget
Year reflects an average PGW personnel level of 1,740 emplbyees
approximating-the level anticipated in the 2005-2006 period as de’rqiled
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on Exhibit C-3-1, Line 11. Cumently, PGW has. approximately 1,767
employees as of Apfil 2006. As shown on Exhibif A-1-1 (Line 30}, PGW has
projected cost reductions totaling $5.8 milion of which the labor cost
component in ihé 2006-2007 fiscal period is $.8 million, the remaining $5.0
million will be detailed in the discussion of other expenses. This decrease
can be attributed, in part, to the consolidation of overall workforce
resources that can then be utiized in the most cost' effective and
prodl_chfve way. During the 2005-2006 fiscal period the unionized
wdrkforce received a 1% general wage increase. The 2006-2007 Budget
provides funding for a 3% general wage increase effecfivé September 1,
2006 and 2. % effective May 15, 2001-’ for ‘all unionized employees and
whén combined with normal merit and progression increases adds nearly
$3.3 million to costs when comparing the 2005-2006 and 2006-2007 fiscal _
periods. The 2006-2007 Budget provides funding for a 3% wage increase
for union exempt employees in September 2006. A rise in capitalized
labor charges is anticipated for the 2006-2007 Budget Year lowering -
operating labor by $1.3 million, while overtime' costs are projected to rise
by $.4 milion. (2) Pension expenses are anticipated to rise by $.3 milion to
$17.6 milion in the 2004-2007 Budget Year reflecting the m'osf recent
information from its actuarial consultant to update the cument pension
funding requirerﬁenfs. (3) The $3.1 million rise in health insurance reflects
premium increases for prescription drug and mediccl-coveroge for both
active and retired embloyees. (4) Payroll taxes are expected to total $6.6
million in the 2006-2007 Budget Year, an increase of $.9 milion from the
prior year. The 2005-2006 fiscal period included a non-re_curring'refund
settlement associated with Pennsylvania sales tax liability. A more
detailed expianation of labor and fringe benefits (Exhibff C-3) will ‘be
provided later in my testimony. |

Bad Debt Expense (Line 16) - PGW has provided separate supporting
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documentation for the Accounts Receivable and Bad Debt expense
calculations {SD-5) and the most recent collectibility siudy as of April 2006
identifying the bad debt reserve requirement (SD-6). PGW anticipates a
$60.7 million expense related to bad debt for the 2006-2007 Budget Year
and $61.5 million for the current 2005-2006 fiscal period. The forecasted
decrease in this expense reflects an improvement in PGW's overall
collection rate currently 92.0% as of April 2006. PGW expects to attain a
93.0% collection rate for the 2005-2006 fiscal period, while a 94.0%
collection rate target is reflected in the 2006-2007 Budget Year. PGW's
collection initiative remains at the forefront of all company activities as
improvement in overall customer collections is pcrcfnoun’r to improving
cash flow and quuidify. ' ' |
Other Expenses and Depreciation (Line '17) - The principal reasons for the
$3.8 million decline in these expense categories for the 2006-2007 Budget
Year of $73.1 milion resulted - from reductions in the appropriation for
reserves and losses, lower material and $5.0 million in projected overall
cost savings throughout PGW's operations. Also, an increase in the
allocation of fringe benefits and odmini§tr01ive and gen_erol charges to
capital projects reflecting higher capital spending further contributed to
the reduced costs. These decreases were partially offset by higher
renewal premiums for public liability insurance, additional costs for
contracted maintenance, outside purchased services, c'dverﬁsing,
promotion and depreciation costs. A more detailed explanation of other
expenses and debreciafion (Exhibit C-4) will be presented later in my
testimony. .

Other Income (Line 21} - PGW expects a $1.4 miliion rise in other income
during the 20062007 Budget Year primarlly as a result of eamings on
restricted funds and short term investments reflecting higher projected

investable balances and rising interest rates.
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Interest Expense (Line 27) - Total interest expense.of $74.0 million in the

2006-2007 Budget Year represents an increase of $8.5 million from the
2005-2006 fiscal period. Lonqierrh debt (Line 23) interest costs are

budgeted to increase by $4.7 milion due mainly to the effect of the
proposed 7t Series 1998 Ordinance $150.0 million new money bond issue
offset by scheduled long-term debt maturities. Other interest (Line 24)
expense is anticipated to rise by $3.6 million in the 2006-2007 Budge’r Year

primarily as a result of interest costs associated with PGW's Tax-Exempt

Comme'rciol' Paper Program which is anticipated to be maintained at the
$150.0 milion level in the 2006-2007 fiscal period.. Also, fees associated
with PGW's variable rate debt and higher'bond discount -and isonnc_:e
expénses are anticipated to further increase interest expense. The Loss
from the Extinguishment of Debt (Line 26) of $5.5 million in the 2006-2007
Budget Year is expected to be $.2 milion greater than the prior period

reflecting the continued expense amortization of prior bond refundings. "

Net Earnings {Line 28) - The net earnings from Operations are forecasted at-
$4.4 million for the 2006-2007 Budget Year. This reflects a- $6.0 million
decrease from the 2005-2006 fiscal period projec’red éarnings Qf $10.4
million. o A ; |
Proceeding to Exhibit A-2, the Cash Flow Statement, would you please
ideniify-ihe indi\;iduul items which account for the total sources of $141.3
million for the 2006-2007 Budget Yecr shown on Line 13;?

The Cash Flow Statement is one of PGW's primary financial plclnning and
control documents. Through this format, the ’rrdnsiiion. from an accrual
accounting methodology applied in the Statement of Inc;ome'is now
presented on a cash basis. The principal sources of funds to PGW are net

income, borrowings to support- capital expenditures, and the tax-exempt

commercial paper program.

~ Net Income (Line 1} totaling $4.4 million is a fransfer from Line 28, Exhibit A-
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1, Statement of Income. |t is the net result of PGW's operations after
combining revenues and other inc_ome, less operating and interest
expenses. |

Depreciation gn_d Amortization (Line 2) are sources of funds, as these items

represent those (noh—cosh) costs chargeable to expense in the current
period, although the actual cash payments were made primarily in prior
periocds. In the 2006-2007 Budget Year, this category is projécted to
increase by $2.1 milion to $46.0 million as a result of higher depreciation
expehse on depreciable u’rillify plant, bond discount, issuance and
premium charges and higher extinguishment of debt costs.

Earnings on Restricied Funds (Line 3) represent cash withdrawals from

restricted fundis, principally the revenue bond sinking and capital
improverﬁen’r funds. In the 2005-2006 and 2006-2007 fiscal periods, interest
withdrawn from these funds is expected to be $3.9. million and $.1 milion

greater than the interest earned, respectively. This resulted from earnings
in prior periods not being withdrawn or restricted in use during the fiscal -
period in which the earnings occurred. .

Elimination of Accrued Interest on Refunded Debt (Line 4) the $3.2 million

represents accrued interest payable eliminqied_by the 6™ Series réfunding
bond issue. » | |

Increoséd[(Dec;ecsed)' Other Assets/Liabilities (Line 5) reflects a change
between the 2005-2006 and 2006-2007 fiscal years 6f $2.0 million. The

main components that are reflected in this source of cash are deferred

operating expenses and payments and interest accruals that continue to
be made on the long term debt portion of fax-exempt ‘capital
appreciation ("TECA") bonds. These payments occourﬁ for a portion of
the change between the fiscal years. | |

The sum of net income and The previously mentioned odjusi_mén’rs is

reported on (Exhibit A-2, Line é) as available from Operations and totals
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$51.3 milion in the 2006-2007 Budget Year, $9.1 million lower than
forecasted in the 2005-20046 fiscal year.

Funds Reguired for Capital {Line 7) represents one of the components of
PGW's cash management process. The funds wi’fhd-rown from the Capitai
Improvement Fund are utilized to fund PGW's capital expenditures. The
2005-2006 fiscal period anticipates $60.2 milion being withdrawn from the
Capital Improvement Fund to support capital spending for the period.
The 2006-2007 Budget Year projects that $72.0 million will be wiihdrov(m
from the capital fund to provide the necessary funding for capital
spending. No internally generated funds will be genero’red during the
2005-2006 and 2006-2007 fiscal periods. PGW's $75.2 milion capital
expendifure'progrcm in the 2006-2007 Budget Year is expected to be.
financed entirely by debt financing. |

Grant Income (Line 8) -~ The $18.0 million represents the grant back of the
City Payment to PGW to be used as project revenues available to cover
debt service in the coverage calculation.

Capitalized Interest {Line 10} - PGW will ulilize capitalized interest fund
proceeds to make the debt service payments on the 5th-Series A-1 bonds
totaling $5.9 million in the 2005-2006 fiscal year. This restricted fund was sé’r
up at the time of the October 2004 bond sale. _

Release of Sinking Fund Proceeds (Line 11) — Since the highesf principal
and interest payments associated with 1975 Ordinoncel Bonds has been

made, PGW expects that $3.7 million will be released from this restricted

account during the 2005-2006 year.
Temporary Financing (Line 12} - In the current 2005-2006 fiscal period,

PGW's oulstanding level of tax-exempt commercial- paper notes is
anticipated to be $70.0 milion at August 31, 2006. "The full amount of
commercial paper notes was first repaid on May 17, 2006. PGW, for the

remaining portion of the fiscal year, anticipates reissuing notes, as
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needed, to assist in meeting projected working capital requirements and
available arbitrage obpor’r,uniﬁes. The level of ou’rs’rcndihg notes between
August 2005 ($49.9 milion) and Augdust 2006 ($70.0 million) (Line 29)
increased by $20.1 milion. The 2006-2007 Budge'r'Yeor anticipates that
during the major part of the fiscal year, the maximum level of notes $149.8
millic_)n will be outstanding and required to assist in meeting working
capital requirements and arbitrage Opportuniﬁes. The ou’rstcndi'ng level of
notes at AugUs’r 2007 is forecasted at $70.0 milion. PGW, during the 20(50—
2001 fiscal period, received a $45.0 million interest free loan from the City
of Philadeiphia to assist in meeting working capital requirements. It is
anticipated that this loan wi!|. be fully utilized at Auéusf 2006 and $43.0
million is expected to be outstanding at August 2007. The loan wcns'
restructured and full repayment is now anficipated in August 2008. The
overall impact of PGW's operations including collection improvements,
the forgiveness of the $18.0 million City payment and the continued
utilization-of the $45.0 million City loan during the 2006-2007 Budget Year is
projected to leave PGW with a cash balance of $16.0 million, compared
to the $10.8 million anticipated at the close of the 2005—200_6 fiscal peﬁod.
The Jotal Sources (Line'l3) of $141.3 million :in the 2006-2007 fiscal year are
expected to be $27.0 milion less than the level projected in fiscal year
2005-2006 mainly reflecting reduced earnings from Operations and
restricted accounts. '

How are these Total Sources applied within PGW?

The Total Sources are utiized as detailed on the lower part of Exhibit A-2
under the category Total Uses (Line 24).01‘ $141.3 million. The primary areas
of expenditures are as follows: .

Net Capital _Expenditures (Line 14) represent expenses for oppfoved
capital budget projects. These costs totaling $75.2 miillion in the 2006-2007
Budget Year are projec’réd to increase by $7.1 million from the 2005-2004
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fiscal period level of $68.1 million. These expenditures include: (1] direct
charges for labor, material, equipment, contractors and transportation
services; (2) allocaied expenses for fnnge benefits, and administrative and
general expenses; and (3) an Allowance for Funds Used Dunng
Construction ("AFUDC"). The total costs are reported net of contributions,
reimbursements and salvage.

Funded Debt Reduction (Lines 15 & 16) - This expense‘represénis the
payment of the principal portion of PGW's long-term debt under pre-
determined debt amortization schedules. These payments include
revenue bond debt service principal repayments. In the 2006-2007
Budget Year, these payments are expected to total $38.0 million, a rise of
$6.8 million from the $31.2 million paid in the 2005-2006 fiscal period. |
Temporary Financing/City loan Repayments (Lines 18 & 19) ~ The 2006-
2007 Budget Period anticipates a $2.0 million repayment of the $45.0
million City loan resulting in an outstanding balance at August 31, 2007 of

$43.0 million.
Distribution of Earnings (Line 20) - This represents the annual $18.0 million

payment made to the City of Philadelphia under the Philqdelphiq
Facilities Management Corporation Agreemem‘[Ordinance.' This payment

will be made to the City of Philadelphia and it will then be granted back

to PGW to be uhhzed as project revenues.

Additions to (Reductions of) Non Cash Working Cagi’ro (Line 21) - This

category represents PGW's continuing effort to shift from the accrual
method of accounting to a cash basis. The detail of Working Capital is
presented on Exhibit H-1, and the annual changes in working capital,
which specifically support Line 21 of Exhibit A-2 are detailed on Exhibit H-2.
Would you please explain the major factors that resulted in the working
capital requirements for the 2005-2006 fiscal year and the continuing

impact on the proposed 2006-2007 Budget Year.
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The $55.4 million net increase in working capital requirements during the
2005-2006 Period [Exhibit H-2, Line 13) reflects changes in both assets and
liabilities. The 2005-2006 fiscal period anticipates a decrease in accounts
receivable (Exhibit H-2, Line 1) of $21.3 milion dnd a commensurate
reduction in the reserve for bad debts (Exhibit H-2, Line. 3) of $15.8 mil.lion
resU!ﬁng in a net gas accounts receivable decline (Line 4) of $10.1 milfion.
Unbilled gas revenues (Line 2} of $11.3 milion at August 2006 are
projected to rise by $2.5 million reflecting a higher average price per Méf
for gas used but not yet biled. The reduction in accounts receivabie was
mainly the result of the receipt of $11.5 million in ényironmen'rol related
insurance proceeds during 'r.he 2005-2006 fiscal period. PGW will be
consulting with its outside auditors to ascertain the required reserve for'
uncollectible accounts and has bresenied separate supporting
documentation, which details the accounts receivable balance, reserve
for uncollectible accounts and bad debt expense. Materials and Supplies
(Exhibit H-2, Line 5) increased by $53.8 milion principally dve to a
substantially higher price for natural gas and the volume in storage
inventories, while Other Cumrent_Assets (Exhibit H-2, Line .6). rose by. $8.8
million due mainly to a projected under recovery for the 2005-2006 GCR’,
USC and restructiring charges of $6.2 million. Liabilities, namely accounts
payables (Exhibit H-2, Line 10), are expected to rise by $8.4 million
principally due to higher prices for natural gas purchases 1otb|ing $7.3
million, while general trade payables are projected to rise by $1.1 million.
In addition, Other Currem‘ Ligbilities (Exhibit H-2, Line 11) are expected to
decline by $4.1 m-iIIion mainly as a résult of the of the return to ;:usfomers

of the $7.6 million over recovery of the 2004-2005 GCR, USC and
restructuring charges, while higher accrued interest of $2.6 million on long
term debt reflects the January 2006 éth Series bond refunding issue. The net

impact of these working capital changes resuited in an increased
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requirement in the 2005-20046 fiscal year.
The 2004-2007 Budget Year proj‘ecis overall working capital requirements
of $2.9 milion (Exhibit H-2, Line 13). 'The $l.3'million net decrease in

Accounts Receivable (Exhibit H-2, Line 4) reflects the targeted goal of a

94.0% collection rate which is expected to lower outstanding customer

recéivables, while providing the necessary requirement in the reserve for

bad debt. Materials and Supplies (Exhibit H-2, Line 5) are forecasted to
decline by $3.4 million mainly reflecting a 2.3 Bcf decline in the volume of
natural gas in storage offset by higher average prices of nearly 21.0 cents
per Mcf or 10.6%. Other Cumrent Assets (Exhibit H-2, Line 6) are expected

to decline by $6.1 million reflecﬁ'ng the charge to customers of the $6_.2

million ' 2005-2006 under recovery associated with GCR, USC and
restructuring costs. Accounts Payable (Exhibif H-2, line 10) are expected
to decrease by $12.8 milion reflecting lower year end natural gas costs.
Other Current Liabilities {Exhibit H-2, Line 11) are anticipated to decrease

by $.9 million reflecting lower accrued wages and the reserve for Injuries

and Damages, offset by higher accrued interest associated with the
proposed 7™ Series $150.0 million bond issue. These asset and Iidbili'ry '
changes result in the additional net working copifol requirement of $2'.9
million for the 2006-2007‘Budge’r Year (Exhibit H-2, Line 13}.

PGW's ending Cash Balance (Exhibit A-2, Line 28) at August 2006 is
expected to total $10.8 milion, $104.2 milion less than the combined

outstanding level of $70.0 milion of commercial paper notes and "rhe

$45.0 million City Ld’on. This year end cash balance is lower than the $15.2
million actual cas;h balance in 2004-2005 which was $79.7 million below
the combined outstanding level of $49.9 milion in commercial paper |
notes and the $45.0 million City Loan. The 2006-2007 Budget Year prbjects
a cash balance at year end of $16.0 million, $97.0 miliion less than the

combined outstanding commercial paper level of $70.0 milion and the
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$43.0 miilion City Loan. The ultimate goal for PGW in the future is- to
continue fo improve upon its historic collection rate so that much needed
liguidity can be generated to reduce short term borrowings and partially
support the finohcing of its capital programs with internally generated
fundas.

Could you explain the income and expense components that are utilized
when computing the Revenve Bond Debt Service Coverage Ratio for the
2006-2007 Budget Year on Exhibit A-3?

The coverage ratio is calculated based on the 1975 Ordinance and the
1998 Ordinance which sets the priority of payments of outstanding long-
term debt. In deriving data for the cbveroge calculation, several non-
cqslh adjustments are made to both revenue and expense items: |
Total Funds Provided (Exhibit A-3, Line 7) - The funds provided in the
proposed 2004-2007 Operating Budget total '$1,009.6 bilion and are
comprised of: {1} toial gas and other operating revenues, (2) other

income adjusted to include actual cash withdrawals from both the -

Capital Improvement and Revenue Bond Sinking funds (rather than only
the interest earned in the fiscal pericd), the $18.0 million in Grant Income,
and (3} AFUDC on borrowed funds for copifrc:l expenditures." |

Total Funds Applied (Line 12) - The funds applied reflect operating
expenses from Exhibi’r A-1, Line 19, totaling $912.0 million, less certain non-
cosh and subordinate expenses (Exhibit A-3, Line 11) fbioling $41.9 million.

The components of the non-cash expenses include: (1) depreciation

expense .included in operating expenses, (2) payments fo the City of
Philadelphia for miscellaneous services rendered, including Philadelphia

Gas Commission expenses.

Funds Avoilable to Cover Revenue Bond Debt (Line 13) are projected to

be $139.5 miilion in the 2006-2007 Budget Year.

Revenue Bond Debt Service [Line 14) - The total funds applied to 1975
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Revenue Bond Debt Service are $35.7 million, representing the scheduled
cash payments of principal which are dQe annually with interest paid
semi-annually. | '

Debt Service Coverage Ratio 1975 Revenue Bonds (Line 15) - The debt

service coverage ratio for 1975 Ordinance Revenue Bonds is obtained by
dividing Funds Available to cover 1975 Debt Service k$139.5_million) by
Funds Applied to 1975 Debt Service Revenue Bonds ($35.7 miilibn). The
result produces a coverage ratio of 3.90 times. The mandatory coverage
ratio for 1975 Senior Debt Service is 1.5 times.  The remaining coverage
ratios, as se’r‘_ forth in the 1998 Ordinance, are now calculated. Net
available after 1975 Debt Service (Line 16} totaling $103.7 million is utilized
to calculate the coverage ratio on 1998 Ordinance Senior Debt Service
{Line .19) of $53.3 milion at a mandatory 1.5 times. The projected
calculation for this ratio is shown at 1.95 times (Line 20). The. final
component of the covlercge calculation under the 1998 Ordinance is:
shown on (Lines 21 through 23). Net available after the 1998 Debt Service -
(Line 21} of $50.4 milion is used o calculate coverage on 1998

Subordinofé Debt Service (Line 22} of $2.0 milion. The result is shown on

{Line 23) as Debt Service Coverage Subordinate Bonds of 26.37 times. The

mandatory requirement is 1.0 times on subordinate debt service. The
projected cove}oge ratios for the current 2005-2006 fiscal period are
expected to be 3.33 times on 1975 Ordinance debt sefvice and 3.01 times
on 1998 Ordinance debt service, while the coverage ratio on 1998
Subordinate debt service is expected to be 32.79 times.

Reiprning to the Statement of Income (Exhiblt A-1), could you explain in
detail the items that are incluvded under the cafegoryllobor and Fringe
Benefits on Exhibit A-1, Line 15. | -
This category includes payroll costs {exciuding that portion chorg_e-c'ble to

capital activities}, payments made 1o beneficiaries of PGW’s employee
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pension plan and cormesponding withdrawals from the pension fund. This
category also includes the cost of premiums paid for' employees' (both
active and refired) health and group life insurance coverage, payroll
taxes associated with FICA and Medicare and stoté vnemployment taxes
(exclusive of those taxes chargeable to capital activities) as detailed on
Exhibit C-3. |

Are coniractual labor escalations included in the periods cbvered on
Exhibit A-1?

Yes, a three year contract is in effect with the Gas Works Employees' Union
for the period from May 16, 2005 to May 15, 2008. A 1% general wage
increase was effective for unionized employees on .Sep’rember 1, 2005.
The remaining general wage increases over the covered period are 3%'
effective September 1, 2006 and 2.% on May 15, 2007. The 2006-2007
Budget provides funding for a 3% increase for non-union employees.

Could you explain the difference in labor and fringe benefit expenses
between the 2005-2006 and 2006-2007 fiscal periods?

The 2006-2007 Budget Year reflects payroll costs of $105.9 million, an
increase from the 2005-200¢6 fiscal year level of $101.3 million {Exhibit C-3,
Line 1). Operating labor costs {Exhibit C-3, Line 3) diso rose by $3.3 millidn
to $83.1 million,» while labor charged to capital projects and other
activities rose by $1.3 million. , '

The 2006-2007 Budget Year projects pension beneficiary poymehis (Line 4)
to total $32.5 million, with a $14.9 million (Line 5) withdrawal from the
pension fund to meet the anticipated paymenis..This;_wili result in an
actuarial pension expense of $17.6 milion. The 2005-2006 Estimate for
pension beneﬁcicry poymenié is expected to be $31.5 million, with a $14.2
milion withdrawal from the pension fund to meet the scheduled
payments. The actuarial pension expense for PGW in the 2005-2006 fiscal

year is forecasted to total $17.3 million. The actuarially computed pension
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expense for the 2005-2006 and 2006-2007 fiscal periods was based on
updated information based on PGW's most recent pension study
prepared by its acfu.oricl'consulfant.' . '

Health insurance costs (Exhibit C-3, Line 8) are anticipated to be $34.8
milion in the 2005-2006 fiscal period, while the 2006-2007 Budget Year
expects a $3.1 milion increase to $37.9 million. PGW is continually
exploring ways to reduce costs for all employees’ health covercge with its
primc_try health care providers.

der_oll taxes (Exhibit C-3, Line 16) are onﬁcipoied to be $6.6 million in the
2006-2007 Budget Year an increase of $.9 million. The 2005-2006 fiscal year
reflected a non recurring refund of $.6 million associated with sales tax
Iiob-ili’ry. The following schedule details the major components of the Labor
and Fr,ingé Benefits expense: |

Labor and Fringe Benefits :

{Dollars in Thousands) _
Actual Estimate -  Budget -

: 2004-05 2005-06 - 20046-07

Operating Labor ' $80,634. $79;848 _$83,1 54
Pension Payments ' 31,204 . 31,478 32,454

| Pension Fund Withdrawals (16,502) (14,181) (14,861)
Group Life Insurance 1,594 2,100 2,100
Health insurance 33,571 34,804 37,884
Payroll Taxes | 6,218 5678 6,574
TOTAL o 136719 $139.727 $147.30§

Could you explain the personnel levels included on Exhibit C-3-1, Line 11
and why PGW feels that the 2006-2007 Budget Year level is reasonable?

PGW, in the.2006-2'007 Budget Year, expects to attain an average level of
1,740 employees, c_:urrenﬂy PGW has approximately 1,767 employeés and

although the company targeted an average of 1,740 employees as its
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goal in 2005-2006 it most likely will not attain that level. The main reason
for this situation iS that the expected ou’rso.urcing of certain functions did
not occur as planned with a résﬁlion’r' higher level of erhployees.
However, PGW did not spend the related purchcsed. service éxpendiiures. |
PGW recognizes that certain areas of the company. due to the on-going
field operations initiative and other critical functions. need: additional
staffing and continued training; Thé 2006-2007 Budget provides the
necessary funding. PGW is committed to adhering to the highest level
of'sc.fe’ry in"rhe work place, while at the same time reducing overall
workers' compensoﬁon claims through continued 1roinihg

Please detail the items included in Oiher Expenses and Depreciaﬂon on
Exhibit A-1, Line 17. '

The expenses shown on Exhibit A-1, Line 17, foioling $73.1 million for the |
2006-2007 Budget Year captioned “Other Expénses and Depreciation”
include an cpprobricﬁon for reserves and other Ibsses (excluding fhef
appropriation for uncollectible gas accounts), advertising, generatl -
material, property and liability insurance, contracted maintenance,

utilities, rentals, purchosed services, postage, promohon deprecmhon cmd

. miscellaneous expenses.

Also included in this category are credits 16 operating expenses for labor-
reloied.fn'nge béneﬁts such as insurance, taxes, pension expenses, and
administrative and general costs chargeable to cdpiiol projects. In
addition, non-utility revenues are also contained in this category {repair
and other service revenues are now included as part of other operating
revenues). The detail of these expenses can be found on &hibii C-4.

Exhibit C-4, Detail of Other Operating Expenses

Have any adjustments been made to the expense categories detailed on _

Exhibit C-4 to reﬂeci past Regulaiory Commission orders?
Yes, PGW has complled with Regulatory Commissions’ past orders wh:ch
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amortized certain non-recuring costs and normalized ofher expense items
for ratemaking and budgeting purposes. The purchased services
category mainly reflects these adjustments. Schedule (SD-4) provides
documentation of the accounting for the remaining non-recuring
expenses, and has been included as part of PGW's Operating Budget
filing. :

Please explain what is included in the Appropriation for Reserves and
Other Losses on Exhibit C-4, line 1?

This expense category includes appropriations to the Injuries and .
Damages Reserve for PGW's estimate of outstanding suits and claims and
workers' compensation settlements, corporate loss settlements, and a
provision for employees" compensated absences. As stated previously,A
this item excludes the appropriation for uncollectible accounts.

What factors contributed to the increase in settlements during the 2005-
2006 Estimate compared to the 2004-05 actual, and the slightly higher
projected level of seltilements for the 2006-2007 Budget Year?

PGW's settlements for suits and claims and costs for workers'
compensation were $2.7 million during the 2004-2005 ocfual period and
combined with the appropriation of $3.0 million resulted in a yeor—ehd
reserve balance. of $3.5 million at August 2005. PGW's current projection
of total reserves for outstanding suits and claims and workers’
compensation settlements is expected to total nearly $5.1 ‘milion at
August 2006, a decrease compared to the $8.5 million that was projected
at August 2005. The 2005-2006 fiscal year primarily reflects the settlement
of several workers.' compensation claims. The appropriation to the Reserve
for Injuries and Damages is expected to total $3.1 million during the 2005~
2006 fiscal period resulting in an ending reserve balance of $3.2 million.
Settlements for the 2005-2006 fiscal period are anticipated to total $3.4

milion. The .reserve balance at August 2006 is expected to provide
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coverage fdr suits and claims and workers' compensation settlements
during the 2006-2007 Budget Year. |

The 2006-2007 Budge1 Year projects seﬁlemem‘s totaling $3 6 mllllon with a
major claim case anticipated to be settled during the upcoming penod |
while the appropriation of $2.3 milion represents the required level
necessary to provide a year-end reserve balance of $1.8 rr:1illion. This
forecasted reserve balance at Augus’r' 2007 is expected 1o-provide
coverage for ouistanding suits and claims and workers' compensation
seiﬂefnén’rs anticipated during the 2007-2008 fiscal year.

PGW continues, through the Human Resources, Risk Management and
Legal departments, and the use of a 'Third party provider to hcndle-._iis
workers' compensation program to identify all poienticﬂ' savings that can
be achieved through an effective coordination of these activities.

The followihg schedule detdils the Injuries and Damages Reserve:

Ih]uries and Damages Reserve
-{Dollars in Thousands)

Actual " Estimate - Budget

2004-05 2005-08 2006-07
Beginning Balance $3235 - $3520 $3172
Settlements (2,715) (3.411) . (3.584)
Appropﬁcﬁon | _ 3,000 _3.063 2257
Ending Balance $3.520* M S$1.845*

*The required reserve balance represents the current portion of the total
outstanding liability at the end of the fiscal period. |

Would you explain the items included in the Adverﬂsing expenses' shown
on Exhibit C-4, line 2, and the increase of 13% comparlng ihe 2006- 2007
Budget Year to the 2005- 2004 Eslimate?

The maijor components of the advertising expenditures-in the 2005-2007

Budget Year are related to corporate campaigns to inform eligible
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