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The City of Philadelphia

2013 Inaugural Investor Conference
General Obligation and
Other Tax-Backed Credits

April 18-19, 2013



Disclaimer

This Presentation is provided as of April 18, 2013 in connection with the City of Philadelphia (the “City”) Inaugural Investor Conference. If you are
viewing this presentation after April 18, 2013 there may have been events that occurred subsequent to such date that could have a material adverse
effect on the information, financial or otherwise, that is presented herein. The City has not undertaken any obligation to update this presentation
beyond the aforementioned date thereof. Financial data, including revenues, expenditures, demographic statistics, debt service and other information
provided herein are not warranted as to completeness or accuracy and are subject to change without notice.

This Presentation is provided for your information and convenience only. If and to the extent the City issues bonds after the date of this presentation,
any investment decisions regarding such bonds should only be made after a careful review of the complete Preliminary Official Statement prepared in
connection therewith. You agree not to duplicate, copy, download, screen capture, electronically store or record this Presentation, nor to produce,
publish or distribute this Investor Presentation in any form whatsoever.

This Presentation does not constitute a recommendation or an offer or solicitation for the purchase or sale of any security or other financial
instrument, including any planned issuance of bonds by the City, or to adopt any investment strategy as it relates to any planned issuance of bonds
by the City or any outstanding debt of the City. Any offer or solicitation with respect to future bonds will be made solely by means of the Preliminary
Official Statement, which shall describe the actual terms of such bonds.

In no event shall the City be liable for any use by any party of, for any decision made or action taken by any party in reliance upon, or for any
inaccuracies or errors in, or omissions from, the information contained herein and such information may not be relied upon by you in evaluating the
merits of participating in any transaction relating to bonds issued by, or on behalf of, the City. The City makes no representations as to the legal, tax,
credit or accounting treatment of any transactions relating to bonds issued by, or on behalf of, the City, or any other effects such transactions may
have on you and your affiliates or any other parties to such transactions and their respective affiliates.

You should consult with your own advisors as to such matters and the consequences of the purchase and ownership of any bonds. To the extent any
underwriter or financial advisor has participated in the preparation of this Presentation, they shall not be liable for any misinformation or
misstatements contained herein, unless the information is explicitly sourced to such entity. Furthermore, no underwriter or financial advisor that has
participated in the preparation of this Presentation has undertaken any obligation to update this presentation beyond the aforementioned date thereof
nor have, or will, they take any steps to verify the completeness or accuracy of the information contained herein.

Past performance is not indicative of future results, which will vary. This Presentation contains information on proposed budgets and financial plans
as well as estimated financial results for current fiscal year. Information that is shown as “Estimated” or “Proposed” is subject to change in its entirety
and subsequent proposals or final versions may deviate materially from the proposed information contained herein. There is no assurance that
estimated financial results will be realized and actual financial results may differ, perhaps materially, from the estimates contained herein. By
providing such information in this presentation, the City has not undertaken any obligation to update such information or to update any changes in the
events, circumstances or conditions on which such information is based.



Presentation Speakers

Rob Dubow
Director of Finance

Nancy Winkler
City Treasurer
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Philadelphia is a City on the Move...

The City’s population growth has been fueled by its diverse knowledge-based economy as well as significant
economic development and investment by the City and private business

« The nation’s fifth largest city based on population with 1.548 million residents, Philadelphia’s
population grew each year from 2006 to 2012, adding 58,897 residents in six years

* The City’s economy is diverse and has benefited from growth areas such as health care,
higher education, tourism and leisure and other professional services such as legal and
insurance industries

« The City has integrated historical fiscal oversight into sound, responsible and proactive
financial management

« The City has restored positive fund balances and is on path to maintain positive fund
balances throughout the term of the current Five-Year Plan

* From 2006 to 2011, the share of the population aged 20 — 34 grew from 20% to 26%

» Modest, but positive tone for Philadelphia housing market, with home sales up in 2012 and
sale prices up 18% over last two years?

* Over $2.9 billion in new construction and significant economic development efforts
throughout the City underscore that Philadelphia is a city on the move

1 1 Recent census estimates as set forth in Pew Charitable Trusts report Philadelphia 2013: The State of the City. Credit Highlights



Proactive Financial Management

The City’s financial management has been rooted in adhering to best practices, responsible budgeting,
efficient operation and a focus on maintaining positive fund balances

» Deep bench of financial managers; institutionalized financial controls that have incorporated
disciplined budgeting and planning that meets the goals of independent fiscal oversight
authority

» Through substantial expenditure cuts, deferral of reductions in wage & business taxes, and
implementation of 5-year 1% sales tax increase, the City has made a 3-year cumulative
contribution to fund balance of $284 million (while closing projected $2.5 billion gap since the
onset of the financial crisis)

* The 2012 upgrade by S&P reflects steps the City has taken to implement proactive
management, responsibly budget and focus on continued and growing positive fund balances

 FY12 contribution to fund balance of $146.8 million

» The City projects the General Fund will end FY13 with a fund balance of $128.1 million, $46.7
million higher than the Adopted Budget!

e The $127 million 2012-2013 TRAN was $46.0 million less than the City’s 2011-2012 TRAN
and $158 million lower than the 2010 TRAN

» Total tax-backed bond debt service manageable is at 9.7% (exclusive of repayment of
pension deferral) of General Fund Expenditures in FY 2013, of which General Obligation bond
debt service accounts for 3.3%

Sources: City Records; Annual Financial Report for the fiscal year ended June 30, 2012; Quarterly City Manager’s Report for period
2 ended December 31, 2012. 1 Mayor’s Operating Budget in Brief for Fiscal Year 2014. Credit Highlights



Key Challenges

Like most major cities, Philadelphia continues to deal with increasing labor and pension costs, delinquent
taxes and public safety, all in the face of a slow-to-recover national economy

« Continued expenditure control to maintain financial management to tight
margins

* Maintain sufficient level of investment in economic development, safety and
public services to keep Philadelphia a place of choice

» Growth in labor and benefit costs including pension costs
* Labor agreements

* Implement re-assessment of all real property in the City and improve collection
rate for real estate taxes

» Philadelphia School District finances, while not a direct obligation, are a

significant challenge for City
» Relies on funding that the City is challenged to provide

3 Credit Highlights
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Philadelphia is at the Center of a Major Regional Economy

Philadelphia is strategically situated in the middle of a vibrant and financially strong regional economy and
serves as the workplace and cultural/social hub for hundreds of thousands of non-city residents daily

* At $388.2 billion, the Philadelphia MSA has the 7th largest Gross Metropolitan Product in
the country, larger than San Francisco, Boston, and Atlanta!

* Within a day’s drive of 50% of the nation’s population, the City is in a key position to
access regional and international markets

* Major institutions have made billions of
dollars of investments in the City,
positioning Philadelphia for stable

employment and tax revenues going counTY S é’éﬁﬁi\fﬂ 2
]
forward
“2%
 The City’s economy has reco1 3 W &
transitioned to a ‘knowledge Mo b § 6548
economy’ with Iead_ership in CounTy ' BURLINGTON
both higher education and E 8
healthcare e \
« The City is located at the center of this Ji‘ & COUNTY g
. . v %,
wealthy, vibrant economy, which misraa N

COUNTY %

includes four “AAA” rated Counties -
234,160 non-Philadelphia residents
commute to the City daily for s v 8
employment — Al

TOTAL OUTGOING COMMUTERS 157,452
[CITY RESIDENTS WORKING IN THE SUBURBS) .

PHILADELFHIA

1Source: IHS Global Insight, 2012 Economic Data



Philadelphia’s Key Economic Growth

Philadelphia has experienced population growth and stabilization of income, with average income per
household very strong at nearly 91% of the national average

Population — City, MSA, Pennsylvania & Nation

- % Change % Change Increase in population from
2000-2010 2010-2012 2000 to 2010; increase of

Philadelphia 1,585,577 1,517,550 1,526,006 1,547,607 0.6% 1.4% 10% of Median Household
Income from 2005 to 2011;

Philadelphia-Camden-Wilmington MSA 5437468 5,687,147 5,965,343 6,018,800 9.7% 0.9% , o
Pennsylvania 11,881,643 12,281,054 12,702,379 12,763,536 3.4% 0.5% RS T L

income per household from
United States 248,709,873 281421906 308745538 313,914,040 9.7% 1.7%

2000 to 2011 of 56%.

Source: U.S. Census Bureau, American Community Survey 2012, Census 2010, Census 2000, Census 1990.

Median Household Income for Selected Geographical Areas, 2005-2011

[ Geographical Area | 2005|2006 2007] 2008 [ 2009 20100 2011 ] '05.11
United States $46,2427 948,451  $50,007  $52,175  $51,369  $51,222  $51,484 $5,242
Pennsylvania 44,537 46,259 47913 50,272 50,028 50,289 51,016 6,479
Philadelphia-Camden-Wilmington MSA_| 53,555 | 55,593 | 57,831 | 60,331 | 60,232 60,037 | 60,625]| 7,070

 Philadelphio | 32753 ] 33,229 | 34767 36,222 36,725 35952 35956 3,203
Source: American Community Survey, Annual and 3-Year Estimates

Average Income per Household (s thousands)

Philadelphia-Camden- Philadelphia as % of
Year  Philadelphia Wilmington MSA Pennsylvania USA USA
. 2000 $64.00 $91.70 $71.30 $80.00 80.00%
2001 65.7 93.9 78.4 81.8 80.32%
2002 69.4 96.6 80.1 82.3 84.33%
2003 72.1 99.4 82.1 84.0 85.83%
2004 74.2 103.8 85.4 88.3 84.03%
2005 76.8 107.5 88.0 92.2 83.30%
2006 81.3 115.5 94.1 98.0 82.96%
2007 85.6 119.6 98.7 102.4 83.59%
2008 90.5 124.3 102.8 107.2 84.42%
2009 89.8 119.8 99.1 101.9 88.06%
2010 95.1 123.6 102.4 105.2 90.43%
2011 99.5 128.9 107.2 109.5 90.91%

Source: IHS Global Insight Economic Data



Diverse Economy with Industries Positioned for Growth

Growth is supported by well diversified industry profile with strong representation in sciences, including health
care and higher education

* The City’s economy is diverse and has benefited from growth areas such as health care industry, higher education,
tourism and leisure and other professional services such as legal and insurance industries

* Philadelphia has recovered over 45,000 jobs since 2009 and the City’s job levels are consistent with average levels
dating back to 2004, indicating that the City has continued to weather the economic crisis. While government
employment continues to decline, the private sector has regained more than 10,000 jobs since 2009 with job levels above
average levels for 2007

* There are 155,119 students enrolled in higher education in Philadelphia, and the City has the second largest
concentration of students on the East Coast. Across the entire region 101 degree granting institutions of higher education
serve over 300,000 students. There are more than 30 hospitals, five medical schools, two dental schools, and two
pharmacy schools within the City of Philadelphia

* According to a 2012 report by the Greater Philadelphia Tourism and Marketing Corporation, since 1997 leisure hotel
stays have more than tripled in Center City from 254,000 to 832,000 in 2012. In 2011 Travel & Leisure magazine ranked
Philadelphia as the #1 City for arts and culture in the United States. There have been seven new hotel developments in

the City since 2008 .
3305 3.7% 8% 1.5% Key Industries

® Education & Health Services - 31.57%

® Government - 15.74%

W Trade, Transportation & Utilities - 13.55%
Professional and Business Services - 12.54%
Leisure & Hospitality - 9.95%

| Financial Activities - 6.29%

m Other Services - 3.30%

® Manufacturing - 3.71%

® Information - 1.82%

Construction & Mining - 1.52%

Source: Bureau of Labor Statistics (BLS) 2012 . Average employment estimates through September 2012 Economic Data



Universities Strengthen the City’s Knowledge Economy

Philadelphia’s universities continue to attract top-quality students who, upon graduation, are increasingly

choosing to remain in Philadelphia to pursue their careers

* Many of the City’s universities are located in close proximity to these jobs and Philadelphia’s dense and vibrant walkable
neighborhoods. 66% of residents 25 and older living within Center City have a Bachelor's Degree or more

" North Broad St

Institutions

Rittenhouse Square
15 min walk

Franklin Square
15 min walk

G:"'Jf(f AVF

| %2 Convention Center

B ;’
3 = “
¢ o .
. -'
i AT !‘
Wty
Ao 7
) y, kg 2 r
"p : |
f { Qs ) Penns Landing
H e 20min walk
Broad Street Line e - L7 R
’ :
/
" Washington Square

17min walk

‘w Philadelphia

Sports Complex
Source: Philadelphia 2035

Legend

nUniversity of Pennsylvania
nTemple University - City Center
n Drexel University

nUniversity of the Arts
HMoore College of Art & Design
nArt Institute of Philadelphia
nCurﬁs Institute of Music

n Peirce College

nThomus Jefferson University
ml‘ennsylvuniu Academy of the Fine Arts
mPhiIudeIphiu Community College

Economic Data



Employment and Tax Revenues

The City’s largest employers (by wage tax revenues) represent mostly institutions and corporations with long-
established histories in, and commitment to, the City and the region

* The City’'s largest employers are concentrated in education and health services.

Principal Employers by Wage Tax Revenue — January 2012

Employer Sector Employees within Philadelphia
University of Pennsylvania Education 16,539
University of Pennsylvania Health System Health 15,827
Drexel University Education 9,356
Children’s Hospital of Philadelphia Health 9,355
Thomas Jefferson University Hospitals Health 8,147
Temple University Education 7,673
Albert Einstein Medical Health 5,907
Independence Blue Cross Insurance 3,894*
PNC Bank NA Finance 3,847
Temple University Health System Health 3,385
Comcast Corporation Communications 3,250
Wells Fargo Bank Finance 2,291
Aramark Corporation Food Service 1,805
Ace Insurance Company Insurance 1,388
GlaxoSmithKline LLC Bio-tech 1,300*
Total 93,964

* Estimate

8 Source: City of Philadelphia Department of Revenue Economic Data



New Construction Reflects Positive and Upward Growth

The over $3 billion in construction activity underway throughout the City is reflective of the confidence and
commitment of these businesses in the prospects for future growth

Philadelphia is experiencing a revival of construction, with over 43 major projects under construction
concurrently, representing over $3.0 billion in investment

Higher education and health care institutions are currently the most active builders, while 13 residential projects

are also under construction
Selected Construction Projects

Commercial : Residential
m&nvention Center Parking Facility o : 2w n2400 South St.
mGquo Smith Kline " g 4 m2l 16 Chestnut St.
mlroko ~a b m202l Chestnut St. YWCA Annex
mm:seo Verde (Residential / Mixed Use) P v k> % m2040 Market St.
mBoftom Dollar Supermarket T % X mThe Granary
mm:ker Square Shop Rite A 8, e 59 Y £ . m1900 Arch St.
m1605 Sansom St.

mmberf Morris Building

Healthcare " ' . y (B Goldtex
* N /s 3 4 ” - Sy 4,
nCHOP Ambulatory = S i S \;‘7’-—_‘ oL W o =
nUPenn Perelman Center Expansion 4 s G 7 ..I.JV ‘4. :
. 7 &l . . .
nCHOP Karabots Primary Care Center % s '.-‘) UI‘IIVEI’SI"'Y / ngher Ed
nWisiar Institute (Research) o &
. .. . ‘, BUPenn Hill House (Residential)
ml’ennsylvumu Medicine at Washington Square £ uD D Universi
mBuilding 489 Medical Office 4 rexel Dorm (University)
. [ arésimatim | UPenn Nanotechnology Building (Research)
Spectrum Community Health Center /
<7 nDreer Business School
mTemple University - Morgan Hall (Residential)

Hotels / Hospitality " a

mHihon Home2Suites - Publi( Building

mHoteI Monaco

T New Family Court

Source: City of Philadelphia Department of Commerce Economic Data



Development Builds on a Decade of Significant Investment

Development throughout the City, both private and City-funded, continues to build on some of the most
successful and profitable economic development projects completed over the past decade

PARKWAY DISTRICT

World-renowned art museum, The Barnes

Foundation’s $100 million relocation to AVENUE OF THE ARTS / NORTH BROAD

the City opened May 2012. $786 million expansion of the Pennsylvania Convention
Center increased facility to 2.3 million sq. ft. , creating
the largest contiguous exhibit space in the Northeast

UNIVERSITY CITY CENTER CITY DISTRICT

Nearly $1.3 billion in investment by the City’s Over $390 million in hotel development
leading higher education and health care since 2008

institutions.

SOUTH PHILADELPHIA SPORTS COMPLEX

$60 million Xfinity Live! includes a miniature sports field,
THE NAVY YARD hosting free concerts and other activities, an outdoor
Through the leadership of the Philadelphia theater accommodating sports games and family films,
Industrial Development Corporation, the City and a dozen dining and bar establishments. This facility
began investing in infrastructure at the Navy complements the highly successful Citizens Bank Park
Yard; Currently, the Navy Yard has attracted and Lincoln Financial Field facilities in the Sports
over 115 companies with over 10,000 Complex, for which the City made a financial investment
employees in 2003-2004

10 Economic Data
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Proactive Management Throughout National Recession

City has proactively addressed financial challenges by responsibly implementing and/or evaluating

opportunities to increase revenues and reduce costs, without impairing quality of life or safety of residents

Revenue Highlights

* Delayed scheduled reductions in the City’'s wage tax and
business taxes until FY14

* 1% sales tax increase that commenced in FY10 and will
continue through FY14; portion of this increase will be
used to repay costs of City’s partial pension deferrals in
FY10 and FY11

*  9.9% real estate tax increase

» Development of robust tax collection strategy for fiscal
year 2014 and beyond, using new technology, staff and
legislative authority to significantly increase tax
collections over next five years and beyond

Expenditure Highlights

Workforce reductions of over 1,200 positions since 2009

Reduced spending (excluding debt service and
pensions) by more than $130 million

Required furlough days of certain employees for 2 years
and pay cuts of up to 10% for some executive staff

Targeted technology investments of over $100 million

General Fund Balance FY2007-2013E *

400 -
300
200 -

195

100 - .
0 .

979

FYE Fund Balance
($mm)

146.8
1142

- N B

100 - 2007 2008 . . 2011 2012 2013Est.
-114

2200 - 1372

Data Points 2007 - 2011 from Audited Financial Statements for respective year; Data Points 2012 from Annual Financial Report for the fiscal year

ended June 30, 2012; Data Point 2013 from Quarterly City Manager’s Report for period ended December 31, 2012.

Financial Update



General Fund Summary of Operations

FY 2013 Estimated Revenues and Expenditures (Legal Basis; All amounts in $ millions)

General Fund Revenues (FY 2013)! ’ FY 2013
Receipts from Other (s mi||ions)
Local Non-Tax ity Funds, 1.61%

Revenue, 7.00% Real Property Taxes 535.1

PIcA %"sygf/:mm Wage, Earnings & Net Profits Tax 1244.2

Business Income and Receipts Tax 400.0

Sales Tax 259.3

v i Other Taxes? 228.9

FY 2013 Total Revenues $3,631.3

) Totel Taxes, 73.46% Projected Growth in FY 2013 Tax Revenues?
Wage & Earnings Business Income Real Estate Other
Tax and Receipts Tax Tax Taxes?
2.7% 2.7% 2.3% 2.3% 6.3%
General Fund Expenditures (FY 2013)! (6 o ity

City GO Debt Service, Payments to Other
City Service 3. 29/ Clh/ Funds, 0.85%

g
Persome!Serices,  Five-Year Financial and Strategic Plan
for 2013-2017 projected pension,
employee benefits and debt service to
grow by over 6%, while the rest of the
budget remains flat

Service, 9.41%
1 Source: The Mayor’s Operating Budget in Brief for Fiscal Year 2014 and Five-Year Financial

Employee Benefits, and Strategic Plan for Fiscal Years 2014-2018
30.76% 2 Other taxes include real estate transfer tax, parking tax, amusement tax and other taxes. Financial Update

Indemnities,
Contributions and
Grants, 3.79%

Purchase of Services,
12.19%

Materials, Supplies & /
Equipment, 2.42%

12



FY 2013 Budget Update

FY 2013 Budget projected the City will continue to maintain positive fund balances, with most recent
estimates showing an ending fund balance of $128.1 million

General Fund Balance

* FY 2013 General Fund revenues are expected to increase to $3.631 billion, a $63.7 million increase versus the
Adopted Budget

¢ FY 2013 General Fund expenditures are expected to increase to $3.656 billion, a $52.2 million increase versus the
Adopted Budget

* Projected $128.1 million FY 2013 General Fund balance, $46.7 million higher than the Adopted Fiscal 2013
Budget, driven also by higher than expected FY 2012 ending fund balance

* Adopted Fiscal 2013 General Fund Budget includes $629.1 million pension contribution amount, comprised of
$107.1 million for Pension Obligation Bond Debt Service, a $106.9 million of pension deferral repayment and
$415.1 million for the 2013 MMO contribution

* Pension Board made a series of reductions lowering the assumed rate of return from 8.75% to 8.10% for Fiscal
2013 and has increased the smoothing period for actuarial losses and gains from five years to ten years
» The City subsequently further lowered the assumed rate of return to 7.95% in April 2013

* Budgetary savings of $9.8 million in both FY 2013 and FY 2014 resulting from refunding a deferred obligation to
the Municipal Pension Fund

» Contribution of $22.6 million made to the Municipal Pension Fund as a result of a refunding of portion of
outstanding 1999 PAID Pension Obligation Bonds

* Nutter Administration committed to achieving material pension reform with local unions

13 Source: The Mayor’s Operating Budget in Brief for Fiscal Year 2014; Five-Year Financial and Strategic Plan for Fiscal Years 2014-2018 Financial Update



Mayor's Commitment to Public Safety and Tax Reform

FY 2013 Budget included investments for Public Safety and Property Tax Reform, both of which remain top
ongoing priorities of the Mayor for FY 2014 and beyond

Mayor’s Key Initiatives

*  $4.1 million for Police Department to fund hiring of nearly 400 officers in FY 2013

* $1.2 million for Office of Supportive Housing for housing contracts to replace beds

* $4.58 million increase for implementation of property assessment system and related costs

Source: From the estimates for the Adopted Fiscal 2013 Budget; Quarterly City Manager's Report for period ending December 31, 2012;
14 Five-Year Financial and Strategic Plan for 2013-2017. Financial Update



Proposed Fiscal 2014 Budget

While not formally adopted, the proposed FY 2014 Budget reflects major overhaul to property assessment,
investment in public safety, pension reform and measures intended to keep Philadelphia competitive

* $3.75 billion operating budget (approx. 2.7% increase vs. FY 2013 estimates)

* Assumes significant reform to City-wide property assessment, with implementation of Actual Value Initiative (AVI)
» Reassessment efforts have resulted in City’s total taxable property increasing in value from $36 billion to
more than $98 billion

» Intend to lower tax rate to generate same aggregate revenue amount as prior fiscal year

» Proposes various relief measures to help moderate impact on homeowners who will see their property
taxes increased

* Includes $99 million in proposed additional expenditures from the General Fund, including $69 million in spending
to employee pensions and salary increases for Police officers
» Proposes set aside of $26 million in fund balance for FY 2014 to address future obligations to various labor
groups, with total investments of $83.5 million over the 2014-2018 plan period (fund balance projections
are net of these set asides)

* Goal of creating an environment that fosters economic development

» Proposes restarting City-funded Wage Tax reductions in FY 2014 to help support job and business growth
» Business tax reform

* Incorporates recommendations from third-party consultant to increase revenues and avoid costs without
impacting personnel or increasing taxes

* Spending proposals aimed at improving health, wellness and safety of citizens

Source: The Mayor’s Operating Budget in Brief for Fiscal Year 2014 and Five-Year Financial and Strategic Plan for Fiscal Years 2014-2018,
15 both as presented to City Council on March 14, 2013. Preliminary, subject to change. Financial Update



Proposed FY2014-2018 Five Year Plan

The proposed Five-Year Plan for FY 2014-2018, submitted to City Council, seeks to invest in public safety,
public services, green initiatives, and technology to promote efficiency and increase revenues

* Highlights of the Proposed Five-Year Plan (2014-2018):
» Sustained positive fund balances projected through FY 2018

Projected Fund Balance ($000's)

128,059 80,034 44,806 45,022 62,006 89,704

* Hiring of additional police officers, replacement of basic fire fighting equipment, increasing
surveillance technology and increase prison funding

* Extension of public library hours, provision of KEYSPOTS broadband access for low income
communities, competitive wages for community doctors, additional funding to community college
program and continuation of anti-tobacco and anti-obesity efforts through Get Healthy Philly

* Reduced taxes, expansion of airlines and destination choices at PHL, modification of zoning code to
create more livable and walk-able communities, investment in neighborhood commercial centers,
increase redevelopment of blighted properties, continued support and promotion of Philadelphia’s
appeal as destination for art, creation of new iconic central square for Philadelphia — Dilworth Plaza

* Implementation of bike sharing program, creation of green spaces, investment in green infrastructure
to better manage storm water, support Philadelphia Energy Authority’s efforts to improve energy
sustainability and affordability and to educate consumers

* More effective tax collection, investment in IT infrastructure, ensure fair, accurate and understandable
property assessment for all property owners, strengthen performance management practices, reduce
cost of City contracts and implement additional pension reform

Source: Five-Year Financial and Strategic Plan for Fiscal Years 2014-2018. Preliminary, subject to change.
16 Document can be obtained at http://www.phila.gov/pdfs/FiveYearPlanFY14-FY18.pdf Financial Update
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Pension Fund Background

Multiple steps have been taken, with the support and assistance of the Commonwealth, to better position the
City to undertake meaningful pension reform, but challenges remain

* Pension funding and reform remains a top priority for the Administration and a fundamental component of the City’s
ongoing labor negotiations

* Total membership of 64,485 in the City’s Municipal Retirement System as of July 1, 2012, with fewer than half being
active employees

* Act 44 of 2009 (Commonwealth of Pennsylvania) made significant changes to Philadelphia’s pension funding
» Re-amortized pension fund’s UAAL over a 30-year period using level-dollar amortization payments

» Deferred $230 million of MMO payment (total for FY 2010 and FY 2011 combined) to be repaid with 8.25%
interest! by end of FY 2014

= Deferral was repaid in November 2012, over a year earlier than required, through the issuance of PAID
refunding notes with a final maturity of April 1, 2014

» Temporary (expires at end of FY 2014) 1% additional local Sales Tax imposed targeted to pension deferral
repayment

* Pension Board increased smoothing period for actuarial losses and gains from five years to ten years in order to reduce
volatility of pension payments

* Since 2004, the City has been making contributions to the Municipal Pension Fund based primarily upon the MMO

1Represented the assumed rate of return for the pension assets at the time of the deferral. As part of Act 44 of 2009, the assumed rate

17 was reduced from 8.75% to 8.25%. Update on Current Matters



Pension Funding Progress

The City has taken further steps to more accurately value its actuarial assets and is committed to taking
steps to reform benefits as part of its ongoing labor negotiations

* Assumed rate of return in the pension fund was adjusted downward (at various times) from 8.75% in 2009 to 8.1% in
2012

* Pension Board voted to further lower the assumed rate of return from 8.1% to 7.95% in April 2013

* Pension funding and reform remains a top priority for the Administration and a fundamental component of the City’s
ongoing labor negotiations

Schedule of Funding Progress (Actuarial Value)
(Amount in $ Millions)

Actuarial UAAL as a %
Actuarial Value Accrued UAAL Funded Covered of Covered
Actuarial of Assets®2 Liability (Actuarial Value) Ratio Payroll Payroll
Valuation Date (@) (9)] (b-a) (a/b) (9) [(b-a)/c]
7/1/2002 $4,891.3 $6,727.2 $1,835.9 72.7% $1,207.3 152.1%
7/1/2003 4,548.1 7,188.3 2,640.2 63.3 1,269.3 208.0
7/1/2004 4,333.1 7,247.7 2,914.6 59.8 1,266.0 230.2
7/1/2005 4,159.5 7,851.5 3,692.0 53.0 1,270.7 290.5
7/1/2006 4,168.5 8,083.7 3,915.2 51.6 1,319.4 296.7
7/1/2007 4,421.7 8,197.2 3,775.5 53.9 1,351.8 279.3
7/1/2008 4,623.6 8,402.2 3,778.7 55.0 1,456.5 259.4
7/1/2009 4,042.1 8,975.0 4,932.9 45.0 1,463.3 337.1
7/1/2010 4,380.9 9,317.0 4,936.2 47.0 1,421.2 347.3
7/1/2011 4,719.1 9,487.5 4,768.4 49.7 1,371.3 347.7
7/1/20123 4,151.8 9,799.9 5,083.1 48.1 1,372.2 370.4

1The July 1, 2010 Actuarial Value of Assets includes the $150 million deferred contribution from Fiscal Year 2010 and the July 1, 2011 Actuarial Value of Assets includes the
total deferred contribution of $230 million

2Represented the assumed rate of return for the pension assets at the time of the deferral.

32012 valuation results reflect a reduction of assumed rate of return to 7.95% from 8.1% and a reduction in the overall salary scale by 0.20%

Source - Cheiron Report: City of Philadelphia Municipal Retirement System Actuarial Valuation Report as of July 1, 2012
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Labor Negotiations

Current and future negotiations between the City and its four municipal unions are fundamental components
of the City’s plans for long-term pension reform

Number of Unionized Employees (As of January 2013)

* The City’s 23,995 unionized employees are represented by
four municipal unions

Fraternal Order of Police Lodge No. 5 ("FOP")
Police Department 6,776
Sheriffs Office and Register of Wills 306

* The FOP received a five-year interest arbitration award on

Dec. 18, 2009 covering the period FY 2010 through FY2014 International Association of Fire Fighters Local 22 ("IAFF") 2,170

AFSCME District Council 33 ("DC33") 8,686

» Agreements with three bargaining units — IAFF, DC33 and Correctional Officers 2,000
DC47 — expired on June 30, 2009 and no new agreements AFSCME District Council 47 ("DC47") 4,057
have been reached Local 810 Court Employees 500
Local 2186 888

* Under Act 195 most employees are permitted to strike if certain
state mandated state mediation procedures are satisfied and no
collective bargaining agreement has been reached. However,
certain employees, including Sheriffs Office, Register of Wills and
Corrections and Probation Officers may not strike

Fraternal Order of Police Lodge No. 5 (“FOP”) —Act 111 Process (Binding Arbitration)

* The Dec. 18, 2009 contract included provisions regarding wage increases, changes to health benefits resulting in reduced
costs to the City (i.e. self insurance & increased co-pays), pension changes for new hires and the City’s right to furlough up
to 30 days each fiscal year

International Association of Fire Fighters Local 22 (“IAFF”) Act 111 Process (Binding Arbitration)

* Afour-year interest arbitration award with the IAFF was issued on Oct. 15, 2010. Although the award was a crucial step
toward reform, it would have imposed more than $200 million in new costs over the Five-Year Plan without giving the City
the required tools to manage these costs, which is a violation of the PICA Act

* As a result, the City appealed the award and on Nov. 16, 2011, the Court of Common Pleas vacated the entire award, with
the exception of the pension and vacation provisions, which have been implemented
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Labor Negotiations (continued)

IAFF 22 and DC33 combined membership represents nearly 13,000 of the City’s 23,995 unionized employees

International Association of Fire Fighters Local 22 (“IAFF”) - continued

* On July 2, 2012, the arbitration panel issued a new award that suffered from the same legal flaws under the PICA Act as
the prior award

» As a result the City appealed

» On Nov. 19, 2012, the Court of Common Pleas denied the City’s appeal. The City has appealed the denial to the
Commonwealth Court on the basis of the PICA Act requirements

AFSCME District Council (“DC33”)

* After nearly four years in negotiations, the City has been unable to reach an agreement with DC33. On Jan. 16, 2013, the
City made a final offer to DC33 for a contract to run July 1, 2009 through June 30, 2014. DC33 rejected this offer

* On Feb. 1, 2013, the City filed an action in the Court of Common Pleas of Philadelphia County to declare that the City has
the right to implement its final offer for the expired contract. On Feb. 5, 2013, the City asked the Pennsylvania Supreme
Court to assume immediate jurisdiction over the matter to speed a final resolution

» Groups representing all 3,000 elected local governments in Pennsylvania filed a brief in support of the City’s
request

DC33 Corrections’ Officers and Youth Detention Counselors

* On March 16, 2012, an arbitration panel issued an award for the period July 1, 2009 through June 30, 2014 for prison
guards and related employees

* The union filed a petition with the Court of Common Pleas of Philadelphia County to vacate a portion of the award, which
was denied and is now being appealed to Commonwealth Court
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Labor Negotiations (continued)

City negotiations with the various local units of DC47 are ongoing and at differing points in the process

AFSCME District Council (“DC47”)
* DCA47 represents three distinct groups of City employees that have different bargaining rights under Act 195

» DCA47 Local 2187 — negotiations are on-going with the City seeking similar changes to those it is seeking in its
negotiations with DC33

» DCA47 Local 810 — on July 11, 2012, an interest arbitration was issued governing economic terms for the period
July 1, 2009 through June 30, 2014. The award ordered wage award increases and pension changes.
Implementation of the pension provision is awaiting City Council approval

» DCA47 Local 2186 — In Sept. 2012, Mayor Nutter announced changes effective Oct. 1, 2012, which include wage
increases, restored step and longevity increments, changes restricting overtime, the City’s ability to furlough and
pension changes. The Union has fled an unfair labor practice charge challenging the unilateral implementation of
the changes. Implementation of the pension changes is awaiting City Council approval
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Real Estate Assessment Overhaul

Actual Value Initiative (“AVI”) represents the most comprehensive and significant overhaul of property
assessment practices in the City’s history

Tax Year 2013

* AVl is a program for the assessment of all real property—Iland and buildings—in Philadelphia (effective
Tax Year 2014) at their current market value. The purpose of AVI is to make sure that all values are
assessed fairly and in compliance with state laws, statutes, and industry standards

* Despite initial attempts to move to AVI for Tax Year 2013, it was delayed by one year

* On July 5, 2012, the Governor approved Act 131, which provided that 2013 real estate taxes be based on
2011 assessed values. It also had the following key provisions:

» City-wide reassessment cannot be implemented for Tax Year 2013

Certified assessed values for tax year 2013 must equal the certified assessed values for tax year
2011, with adjustments for improvements, demolition & destruction

In assessment appeals, the 32% EPR applies rather than the CLR

Eliminates the CLR problem faced for tax year 2012

City-wide reassessment must be implemented for Tax Year 2014

Homestead exclusion made available to Philadelphia

Deadline for OPA to certify values is moved up from September to March 31st. Earlier certification
date means that City Council will have certified figures throughout the budgeting process

A\

VV YV VYV

* Philadelphia City Council passed Bill No. 120175-AA in June 2012 and it was signed by the Mayor,
requiring the use of the 2011 assessed values passing a tax rate for Tax Year 2013; as well as mandating
the to move to AVI and implement the Homestead Exemption for Tax Year 2014
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AVI — Challenges and Next Steps

The City is mandated to implement AVI under state law (Act 160) and has completed the property
reassessment phase of AVI process

Tax Year 2014

* Reassessment efforts were completed and resulted in total taxable market value increasing from $38
billion to $99.5 billion for Philadelphia’s 579,000 properties

* Tax rate to be reduced so that aggregate real estate tax revenues are the same as prior year
* City provided new 2014 assessment values to all property owners in February/March 2013
* The OPA used 3 approaches to determine this value:

» Comparable Sales (mainly for residential)
» Income/Expense (mainly for commercial)
» Cost/Replacement (for unique properties)

* The City is evaluating informal appeals filed by property owners, with determinations expected by the end
of August 2013. Formal appeal requests are due to the Board of Revision of Taxes on October 7, 2013

* Real estate tax rate for FY 2014 has yet to be established. The Mayor has proposed a rate of 1.32%, as
well as a $15,000 Homestead Exemption, and $30 million in targeted relief. City Council is currently
considering this package, along with the budget, revised assessments, and related tax relief programs

* On October 24, 2012 the Governor approved Act 160 which permits downward adjustments to School
District millage tax rates, solely to offset the higher assessed values anticipated under AVI

* FY 2014 Budget and Five Year Plan for FY 2014 — 2018 both assume that AVI is implemented

Update on Current Matters
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Outstanding Debt Summary

The City’s tax-supported debt as well as other self-liquidating debt and Parking Authority debt is summarized
below

« Total Tax-Supported Debt outstanding is currently $4.4 billion and of this amount 8.9% is hedged
variable rate debt and 5% is fixed rate with a basis swap; No un-hedged variable rate debt

* The City oversees three major categories of debt, each of which is secured by separate revenue
sources and, collectively, total approximately $8.6 billion (as of April 15, 2013), as summarized below:

Philadelphia
1. Tax-Supported Bonds (M/S/F) Redevelo;fmem Parking Authority;
«  General Obligation (A2/BBB+/A-) Authority; S220,045; $14.250;0.0%
- PICA (Aa2/AA/AA+) 25%
» City Service Agreement Obligations (A2/BBB+/A-)
* Philadelphia Municipal Authority
* PAID
* Philadelphia Redevelopment Authority

General Fund;
—  $1,277,570; 14.8%

PICA; $452,935; 5.2%

2. Parking Authority Self-Liquidating;

$4,265,423; 49.4% Philadelphia Municipal

Authority; $227,246;

3. Self-Liquidating Revenue Bonds 2 b0

+ Gas Works (Baa2/BBB+/BBB)?!
* Water and Wastewater (A1/A/A+)
e Airport (A2/A+A)

Service Agreement Obligations

Category consists of contract debt for which the City is responsible. PAID; $2,172,335; 25.2%

While not a general obligation of the City’s General Fund, the City
Service Agreement credit incorporates numerous provisions which
enable it to carry the same ratings as the City’s GO (A2/BBB+/A-)

1Represents Bond Rating on 1998 General Ordinance Bonds
Debt Overview
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Debt Service
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Outstanding General Fund Debt Service

The debt service on the City’s outstanding general obligation and service agreement bonds is provided below

General Obligation Debt Service
As of April 15, 2013
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Summary Statistics

Maximum Annual Debt Service $ 116,862,676
Average Annual Debt Service $ 73,160,776
Percentage of Debt Amortized in 5 Years 26.20%
Percentage of Debt Amortized in 10 Years 50.67%

Source: City of Philadelphia. Does not include Tax and Revenue Anticipation Notes.
FY 2013 principal and interest reflect full amounts due in that year and are not net of
payments already made during the year.

ice

Debt Serv

City Service Agreement Debt Servicel?
As of April 15, 2013
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Summary Statistics

Maximum Annual Debt Service $ 347,582,852
Average Annual Debt Service $ 151,714,619
Percentage of Debt Amortized in 5 Years 33.00%
Percentage of Debt Amortized in 10 Years 58.53%

Source: City of Philadelphia.

1 FY 2013 principal and interest reflect full amounts due in that year and are not net of
payments already made during the year. Remaining 1999 Pension Bonds CABs are
shown at full maturity amount in principal column.

2 FY2013 and FY 2014 include Service Agreement payments in connection with the 2012
refunding of pension deferral obligation. FY 2029 includes maturing 1999C PAID Pension
CABs. Debt Service on 2012 PAID Refunding Revenue Bonds is shown net of capitalized
interest through 2020.



Outstanding General Fund Debt Service

The aggregate debt service on the City’'s General Obligation and Service Agreement Bonds is provided below

General Obligation! and City Service Agreement Debt Service?3
As of April 15, 2013
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Summary Statistics

Source: City of Philadelphia.

Maximum Annual Debt Service $ 464,419,785 1Does not include Tax and Revenue Anticipation Notes. FY 2013 principal and interest reflect full
. amounts due in that year and are not net of payments already made during the year.
Average Annual Debt Service $ 2091703a933 2 FY 2013 principal and interest reflect full amounts due in that year and are not net of payments
H H 0, already made during the year. Remaining 1999 Pension Bonds CABs are shown at full maturity
Percentage of Debt Amortized in 5 Years 30.63% amount in principal colum,

percentage of Debt Amortized in 10 Years 55.78% 3 FY20_13 and FY_2014 include S_ervi_ce Agreemen_t payments in _connection with the 20_12
refunding of pension deferral obligation. FY 2029 includes maturing 1999C PAID Pension CABs.

Debt Service on 2012 PAID Refunding Revenue Bonds is shown net of capitalized interest
through 2020.
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Interest Rate Swaps — GO/Service Agreement Related

The City has four outstanding swaps related to General Obligation bonds or City Service Agreement debt

* The City has entered into various swaps related to its outstanding General Fund supported bonds as
detailed in the following table

Summary of Swap Information for General Fund Supported Bonds
as of March 29, 2013

City Entity City GO City Lease - PAID City Lease -PAID City Lease - PAID
Related Bond Series 2009B? 2001 (Stadium) 200.78 2007B (Stadium)
(Stadium)
Initial Notional Amount $313,505,000 $298,485,000 $217,275,000 $72,400,000
Curent Notional $100,000,000 $193,520,000 $217,275,000 $72,400,000
Termination Date 8/1/2031 10/1/2030 10/1/2030 10/1/2030
Product Fixed Payer Swap Basis Swap? legvzsyer Fixed Payer Swap
67% 1-month
0
Rate Paid by Dealer SIFMA PRI < (0,200, SIFMA SIFMA
plus fixed
annuity
Rate Paid by City Entity 3.829% SIFMA 3.9713% 3.9713%
Roval Bank of Merrill Lynch JP Morgan Merrill Lynch
Dealer y Capital Services, Chase Bank, Capital Services,
Canada
Inc. N.A. Inc.

Fair Value3 ($22,273,096) ($4,058,749) ($48,956,068) ($16,313,485)

1 On July 28, 2009, the City terminated a portion of the swap in the amount of $213,505,000 in conjunction with the refunding of its Series 2007B bonds with the Series 2009A fixed
rate bonds and the Series 2009B variable rate bonds. The City made a termination payment of $15,450,000.

2 PAID receives annual fixed payments of $1,216,500 from July 1, 2004 through July 1, 2013. As the result of an amendment on July 14, 2006, $104,965,000 of the total notional
was restructured as a constant maturity swap (the rate received by PAID on that portion was converted from a percentage of 1-month LIBOR to a percentage of the 5-year LIBOR
swap rate from October 1, 2006 to October 1, 2020). The constant maturity swap was terminated in December 2009. The City received a termination payment of $3,049,000.

3 Fair values are as of March 29, 2013, and are shown from the City’s perspective and include accrued interest.
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Credit Facilities — GO/Service Agreement Related

The City’s GO and City Service Agreement reliance on third-party credit/liquidity is manageable and all
current credit providers remain well rated

» The City has entered into various letter of credit and standby agreements related to its General Fund
supported bonds as detailed in the table below

Summary of Letter of Credit and Standby Agreements for General Fund Supported Bonds

Amount Expiration

Variable Rate Bond Series QOutstanding Provider Date
General Obligation Bonds, Series 2009B $ 100,000,000 BNY Mellon 03/07/2016
PAID Multi-Modal Lease Revenue Refunding Bonds, Series 2007B-1 117,275,000 JP Morgan 05/24/2014
PAID Multi-Modal Lease Revenue Refunding Bonds, Series 2007B-2 72,400,000 TD Bank 05/29/2015
PAID Multi-Modal Lease Revenue Refunding Bonds, Series 2007B-3 44,605,000 PNC Bank 05/23/2014
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Future Financings

Anticipated Issuance for All Credits Over Next 12 Months*

Fiscal 2013

May 2013 Water and Wastewater Revenue Refunding
Bonds
June 2013 General Obligation Bonds New Money
Refunding
June 2013 Water and Wastewater Revenue New Money

Bonds

Water Dept. $150,000,000
Revenues

G.O. $400,000,000

Water Dept. $200,000,000
Revenues

Fiscal 2014

August 2013 Philadelphia Municipal Authority Refunding

January 2014 Philadelphia Authority for Industrial

Development

New Money

* Preliminary, subject to change.
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City Service $100,000,000
Agreement
City Service $200,000,000
Agreement

Debt Overview
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Summary

The City’s Sound Financial Management, Diverse Economy and Ongoing Investment in Infrastructure and
Economic Development Have Positioned it for Continued Growth and Positive Financial Performance

* Management has restored positive fund balance to the General Fund, with projections of sustained positive fund balance
performance over the term of the current and proposed Five Year Plans

* The City is at the center of a vibrant and strong regional economy, with over 230,000 regional residents employed within
the City, and is the entertainment, tourism, cultural and social hub for tens of millions of individuals ever year

* Diverse economy has benefitted from knowledge-based growth industries

* Ongoing private and public investment in economic development, with nearly $3 billion in new construction, has helped
fuel increases in population, home sales, home prices and retail and has made Philadelphia more attractive to
businesses as well as prospective and existing residents

* City has a comprehensive plan to deal with its key challenges

* FY 2013 projected fund balance of $128.1 million exceeds budgeted amount by $46.7 million

* Meaningful pension reform targeted during Five Year Plan term, including steps taken in FY 2013 to increase
contributions, reduce funding costs and lower assumed return rate for more responsible ongoing management of Pension

Fund

* FY 2014 Budget continues commitment to pension funding and incorporates complete overhaul of property assessment
and tax collections to maintain ongoing positive fund balances

* Labor negotiations continue, with mandate from Mayor that meaningful pension reform must be an integral component of
any contract agreement with the municipal unions

* AVI property reassessment completed and awaiting implementation

* Tax-supported debt profile remains manageable

Summary



Visit the City’s Investor Website at www.phila.gov/investor



