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Disclaimer

This investor presentation is intended to provide certain information about the City of Philadelphia in relation to City of Philadelphia, Pennsylvania,
Gas Works Revenue Refunding Bonds, Fourteenth Series (the “Bonds”) to current and prospective investors only. This presentation does not constitute
an offer to sell or the solicitation of an offer to buy any security and any such offer will be made solely by means of an official statement. This investor
presentation is not intended for members of the press, it is intended solely for current and prospective investors.

This document has been prepared by the City of Philadelphia for information purposes only and for your sole and exclusive use in connection with the
proposed transaction referred to herein (the “Proposed Transaction”). This document is incomplete and each investor should read the Preliminary
Official Statement relating to the Bonds in its entirety before making an investment decision. The Preliminary Official Statement relating to this offering
is available through this site for viewing before viewing this presentation. Viewers should refer to the Preliminary Official Statement for more complete
information about the offering. Any offer of sale of any security may only be made pursuant to the relevant offering documentation and binding
transaction documents and is subject to the detailed provisions contained therein. You must independently determine, with your own advisors, the
appropriateness for you of the securities/transaction before investing or transacting. The City of Philadelphia does not accept any liability whatsoever
for any losses arising from the use of this document or reliance on the information contained herein.

The City of Philadelphia does not permit the printing, copying, downloading, or distribution of any part of this investor presentation. By electing to
view this transmission, you represent, warrant and agree (i) to comply with this restriction and (ii) that any confidential password assigned to you for
the viewing of this transmission has not been and will not be disclosed to any person or entity other than to your authorized employees or agents. This
document and the information contained herein are strictly confidential and remain the property of the City of Philadelphia. Neither this document nor
its contents may be distributed, published, reproduced, or disclosed, in whole or in part, to any other person nor relied upon by any other person nor
used for any other purpose at any time without the prior written consent of the City of Philadelphia .

This document does not constitute nor does it form part of an offer to sell or purchase, or the solicitation of an offer to sell or purchase, any securities or
an offer or recommendation to enter into any transaction described herein nor does this document constitute an offer, commitment or obligation on the
part of the City of Philadelphia to provide, issue, or arrange any financing or enter into any other transaction. This document is not part of the
Preliminary Official Statement or the final Official Statement as those terms are defined in SEC rule 15c2-12. You will be responsible for making your
own independent investigation and appraisal of the risks, benefits, appropriateness and suitability to and for the Proposed Transaction and the City of
Philadelphia is not making any recommendation (personal or otherwise) or giving any investment advice and will have no liability with respect thereto.

This presentation contains "forward-looking" statements that involve risks, uncertainties and assumptions. If the risks or uncertainties materialize or the
assumptions prove incorrect, the results may differ materially from those expressed or implied by such forward-looking statements. Accordingly, we
caution you not to place undue reliance on these statements. All statements other than statements of historical fact could be deemed forward-looking.
All opinions, estimates, projections, forecasts and valuations are preliminary, indicative and are subject to change without notice. The City of
Philadelphia does not undertake any obligation to provide any additional information or to update any of the information or the conclusions contained
herein or to correct any inaccuracies which may become apparent.

Neither the issuer nor the underwriter makes a representation or warranty as to the (i) accuracy, adequacy or completeness of any information in this
investor presentation or (ii) legal, tax or accounting treatment of any purchase of Bonds by you or any other effects such purchase may have on you and
your affiliates.

By viewing this investor presentation you acknowledge that you understand and agree to the provisions of this page.
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Transaction Team

City of Philadelphia

Rasheia Johnson, Christian Dunbar,
Treasurer 7 Deputy Treasurer

Philadelphia Gas Works

Craig E. White, President & CEO
Douglas A. Moser, EVP & Acting COO
Joseph E. Golden, Jr., EVP & Acting CFO
Raymond M. Snyder, PE. SVP — Gas Management
Raquel N. Guzman, Esq. VP — Legal & General Counsel
Daniel E. Leonard, Jr., Director — Budgeting & Cash Management
Benjamin C. Graff, Esg. — Senior Attorney

Finance Team

Public Financial Management Bank of America Merrill Lynch Black & Veatch Corporation
Co-Financial Advisor Senior Manager Consulting Engineers
Rebecca Perry-Glickstein Anthony Griffith Gregory Macias
Eugene Spinelli Thomas J. Sullivan, P.E.

Phoenix Capital Partners
Co-Financial Advisor
Andre Allen

Bolded names represent presentation speakers
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Transaction Overview

Purpose —Advance refund portions of the 7th Series, 8" Series A and 9t Series Bonds, currently refund a

portion of the 7t Series and 8t Series B-E Bonds and pay a swap termination amount

Preliminary Transaction Term Sheet*

Issuer:

City of Philadelphia

Series:

Gas Works Revenue Refunding Bonds, Fourteenth Series (1998 General Ordinance)

Estimated Size:

$220,875,000*

Use of Proceeds:

* Refund on a tax-exempt basis $170.8 million (7th Series) and $3.3 million (9th Series)
* Cash defease $9.2 million (7th Series) and $4.0 million (8th Series A)
* Currently refund $63.5 million (8th Series B-E) & pay associated swap termination amount

Ratings (Moody’s/S&P/Fitch):

Baal (Positive) / A (Stable) / BBB+ (Stable)

Call Feature:

10/1/2026* @ par

Maturities:

Serial Bonds from 10/1/2016 through 10/1/2037*

Interest Payments:

April 1 and October 1, commencing on October 1, 2016*

Tax Status: Excludable from gross income for purposes of federal and Pennsylvania income tax
The Bonds are being issued on a parity with all other Senior 1998 Ordinance Bonds issued
Security: and outstanding under the 1998 General Ordinance, and are secured solely by and payable

by the City from the Gas Works Revenues

Senior Managers:

Bank of America Merrill Lynch (Book-runner)
Seibert Brandford Shank & Co (Co-Senior)
PNC Capital Markets (Co-Senior)

Expected Pricing &
Settlement Date:

Pricing 8/18/2016’; Settlement 8/30/2016

LY

PCW’

* Preliminary and subject to change.




Security and Legal Provisions

Strong security provisions provide strong bondholder protection

Pledged Revenues
* Bonds issued under the 1998 Ordinance are secured solely by and payable solely from Gas Works Revenues and
the 1998 Ordinance Sinking Fund, including the 1998 Ordinance Sinking Fund Reserve
* Gas Works Revenues include all operating and non-operating 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.

Rate Covenant

* For so long as the 1998 Ordinance Bonds are outstanding, the City will, at a minimum, impose, charge and collect
in each Fiscal Year of PGW 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 an amount needed to pay i) the operating expenses of PGW, and ii)
150% of debt service on Senior 1998 Ordinance Bonds.

Sinking Fund Reserve Requirement

* The 1998 Ordinance also establishes a Sinking Fund Reserve as part of the Sinking Fund. The City is required to
deposit to the Sinking Fund Reserve from the proceeds of each series of bonds secured by the Sinking Fund
Reserve and/or Gas Works Revenues an amount sufficient to cause the amount therein to be equal to the Sinking
Fund Reserve Requirement.

* The Sinking Fund Reserve Requirement is equal to maximum annual debt service on bonds secured by the Sinking
Fund Reserve in any Fiscal year. The Reserve Requirement may be met by the use of letters of credit or other credit
facilities.

Additional Bonds Test
* Over the amortization period of the additional 1998 Ordinance Bonds, estimated Gas Works revenues must be
sufficient to meet the 1998 Ordinance Rate Covenant.

PGW
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Credit Overview

PGW is a mature gas distribution utility with strong credit characteristics

* Diverse and stable service territory

* Experienced management team with proven history of
working with PUC

* Supportive rate regulation

* Sound system operations which are poised for continued
improvement

* Rate structure is comparable with other similar large city
systems

* C(learly identified and recoverable capital program costs

 Distribution System Improvement Charge (DSIC) increased to
7.5%, approximately $33mm per year, further strengthens
capital investment resources and reduces reliance on debt to
fund increased cast iron main replacement

* Increased pay-go capital funding resulting in moderating
leverage (pay-go funding will range from $56mm to $68mm)

Improved financial performance has positioned PGW for
continued financial stability and projected debt service
coverage between 1.96x —2.21x

PCW
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General System Overview

PGW delivers an essential service to a large, stable and diverse service territory which provides a strong

credit profile

* PGW acquires, stores, distributes, and sells gas and
transportation services to residents and other customers within
the City

* Established in 1835 by a City ordinance, PGW serves
approximately 500,000 residential, commercial and industrial
customers in Philadelphia, with a service area of 134 square
miles

* PGW is the largest municipally owned gas utility in the
country

* The distribution system is comprised of approximately 3,000
miles of gas mains and 475,000 service lines

* PGW is also one of the largest gas distributors in the nation,
with facilities and offices including:
¢ 9 city gate stations
* 2liquefied natural gas (“LNG”) facilities
e 4.3 Bcf / 52.0 million gallons storage
* A gas control center
* One low pressure gas holder (Richmond)
6 District Offices
5 Field Offices
* Combined Heat and Power Facility
* Main Office
PCW
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Rate Regulation

Constructive regulatory oversight: Pennsylvania Public Utility Commission (“PUC”) supports necessary

capital improvements and sound financial metrics

* The PUC regulates the rates and services of certain Pennsylvania utilities, including electricity, water,
natural gas and telephone

* The Natural Gas Choice and Competition Act of 1999 (“Gas Choice Act”) charged the PUC with jurisdiction
over PGW

* The PUC sets rates for PGW’s customers
* Rates offered are bundled, or unbundled such that a customer may choose a commodity supplier
which is different from its distribution provider.
* General Service bundled rates include i) customer charge, ii) distribution charge, iii) gas cost rate
(“GCR”), as well as other surcharges as approved (e.g., DSIC charge)
*  GCR allows PGW to recover gas supply, transportation and storage costs

* Under the Gas Choice Act, the PUC must permit the City to impose, charge and collect rates or charges as
necessary to permit the City to comply with its covenants to the holders of any Approved Bonds!

* All outstanding bonds issued by the City on PGW'’s behalf, together with the Bonds, are considered
Approved Bonds

* For Senior 1998 Ordinance Bonds, the City must impose, charge and collect in each FY of PGW gas
rates and charges (together with all other Gas Works Revenues in that FY) that equal at least an
amount needed to pay i) the operating expenses of PGW and ii) 150% of debt service on Senior 1998
Ordinance Bonds

» PUC is obligated to use PGW'’s prior ratemaking methodology and requirements until all Approved Bonds
are refunded or defeased

LY

¢ " ,W 1Per the PUC 2000 Policy Statement
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Rate Regulation

PUC has been supportive of PGW rate requests

Rate Case Regulation

Date of Request Type of Relief (Base Rate ~ Amount of Relief Purpose Date Relief Granted Amount of Relief
or Surcharge ) Requested Granted

8/8/2000 Base Rate $52 mm Interim rate relief 11/22/2000 $11 mm

1/5/2001 Base Rate $65 mm Rate relief 10/12/2001 $22.6 mm

2/25/2002 Base Rate $60 mm Base rate relief 4/11/2002 $36 mm

12/22/2006 Base Rate $100 mm Rate relief 9/28/2007 $25 mm

11/14/2008 Base Rate $60 mm Extraordinary rate relief 12/18/2008 $60 mm

12/18/2009 Base Rate $60 mm Maintain extraordinary rate relief 07/29/2010 R

made permanent

FY 2002 WNA Charge/(Credit) Weather Normalization Adjustment 8/8/2002 Approved

12/18/2009 Surcharge $58.3 mm (SgSelf,[r)Dema“d Side Management Phase I ;79579 Cost recovery

12/18/2009 Surcharge $42.5 mm annually OPEB funding 7/29/2010 $16mm annually through

. : e 1 . 5% of non-gas revenues

1/18/2013 Strcharge DSIC: 5% of non-gas Distribution system repair, improvement 5/9/2013 from base year 2010 ~$22
revenues & replacement mm

December 2014 Strcharge Automatic ac!]ustment DSM Phase IT Decision expected Under review by PUC
clause extension summer 2016

February 2015 Surcharge $16 mm annually Continued OPEB funding 7/8/2015 $16mm annually

. DSM Phase I; extend DSM Phase I until

April 2015 Surcharge $10.7 mm order is rendered on Phase 1T 5/7/2015 $10.7 mm
DSIC: 2.5% of non-gas 2.5% of non-gas revenues
revenues (in addition to the Distribution system repair, improvement estimated to generate an

September 2015 Surcharge existing 5% cap for a total of & replacement 1/28/2016 additional $11 mm (for a
7.5%) total DSIC of $33 mm)

February 2016 Surcharge $11.4 mm Recover under-collection %6//12/25 6e AN $11.4 mm over 2 year period

PCW’




Rate Regulation

PUC April 2015 Staff Report is further evidence of favorable and constructive relationship

* PA Act 11 of 2012 provided Pennsylvania utilities, including PGW, with a supplemental recovery
mechanism for costs related to incremental/accelerated distribution system repair. This surcharge, the
DSIC surcharge, was set in an amount of up to 5% of non-gas revenues, and is permitted to be
increased if approved by the PUC

¢ In January 2015 PUC initiated an inquiry and analysis of PGW’s pipeline replacement program
(funded with the DSIC). This inquiry culminated with the release of the April 2015 Staff Report —
“Inquiry into Philadelphia Gas Works’ Pipeline Replacement Program,” which focused on the cast iron
and unprotected steel pipes comprising a large portion of the system

e The PUC April 2015 Report concludes that PGW’s pipeline replacement efforts are not aggressive
enough given the risk of the cast-iron and unprotected steel pipes. The PUC staff identifies several
areas that PGW “should explore to increase its main replacement rate to ensure that its customers
receive safe, adequate and reliable service.”

* Increase the DSIC above the current 5% cap

* Levelize and annualize DSIC-eligible costs

* Issue new debt

*  Reduce PGW’s cash liquidity by 25% and apply the released funds to pipeline replacement
* Request that the City of Philadelphia waive all or a portion of the $18 million payment

* Streamline corporate governance structure

» Consolidate facilities

* PUC approved an increase in the DSIC to 7.5% and to levelize and annualize the DSIC in January
2016. This was implemented in February 2016.

* PUC approved a two year increase in the DSIC to 8.8% to allow PGW to recover a cumulative $11.4
million under-collection of the DSIC. PGW will implement this in October 2016.

LY
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Gas System Operations

PGW’s service territory covers the full 134 square miles of the City of Philadelphia

*  PGW's facilities are strategically located throughout the City to provide service to customers,
pipeline interconnectivity with gas suppliers and provide for easy highway access

*  PGW derives its gas supply primarily from pipeline / storage capacity (~82%) supplemented by

LNG production
Customer Mix Gas Revenue by Customer Type ($ in “000)
Total: 499,542 Total: 678,131

Residential (Includes CRP
Customers)
Commercial
. Transportation
472,573 ' Other (Includes Interruptible,
Industrial, Municipal, Housing
94.6% Authority & NGV Firm)

* Customer mix is approximately 95% residential and revenues are nearly 79% residential

* Top 10 customers demonstrate no concentration accounting for only 1.7% of total gas revenues

PCW




Gas System Operations

Over 50% of capital expenditures will be funded with internally generated funds and DSIC funding

FY2016 — FY2021 Funds Required for Capital Expenditures

160 - ¢ Capital Spending and the funding
sources are forecasted at the following
levels:

140 1 133.4 Capital Funding Sources ($000’s)

- Capital CIF TXCP  IGF+DSIC
g 120 - 115.6 1131 117.0 Spending  Draw Draw Funding
= 108.0 FY 2016 $98,983 - $41,000 $57,983
b= 99.0 l . FY2017  $133415  $65,000 - $68,415
£ 100 FY2018  $108,020  $52,000 - $56,020
5} FY2019  $115628  $57,000 - $58,628
e . FY2020  $113,149  $55,000 - $58,149
Y g - 325 FY2021  $117,009  $57,000 - $60,009
& 32.8 33.0 33.4

T 324 ' ¢ $270.0 million long-term debt financing
3, 00 planned in March 2017 to support
& capital expenditures and reduce $71.0
3 40 million of outstanding TXCP - Capital.

g

=~

¢ $180.0 million long-term debt financing
planned in March 2020 to support
capital expenditures.

20

0 Capital Improvement Fund Balance @ 8/31 ($000’s)
FY 2016 FY2017 FY2018 FY2019 FY2020 FY 2021 FY 2016 -
FY 2017 $113,603  includes $270.0 million new bond
M Internally Generated Funds (IGF) m TXCP = DSIC ® CIF Drawdown FY 2018  $61,864

FY 2019 $4,742
FY 2020 $117,435  includes $180.0 million new bond

N FY 2021 $60,431

PGW
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Gas System Operations

Accelerated replacement program for cast iron and unprotected steel pipe is now funded by the DSIC

surcharge which was imposed in 2013 and increased in 2016

Historical Cast Iron & Unprotected Steel Service Replacement

60,000 30

50,000 25
2 40,000 20
A= ]
= 30,000 15 =
= =
" oo | o i ‘T I

n ) . _ 438
8,282 ’

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

mmm CI Main Replacement Capital I Service Replacement Capital Cast Iron Main Abandoned

Source: Black & Veatch Independent Consultant’s Engineering Report, Table 6

¢ Current budget will result in full replacement of cast iron and unprotected steel pipe in 48 years and all
unprotected steel mains in 17 years for a total program duration of 65 years

¢ The implementation of the DSIC surcharge in 2013 contributed to the acceleration in the cast iron main and
unprotected steel pipe replacement program

* Anincrease in the DSIC to 7.5% approved in January 2016 and implemented in February allows PGW to recover up
to $33 million per year in the DSIC, an increase of $11.0 million from the current DSIC

¢ On July 6, 2016, the PUC issued an Opinion and Order which will result in a temporary increase in the DSIC of an
additional $5.7 million a year for two years, for a total DSIC of 8.8%

PCW
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Gas System Operations

Increased LNG sales may be part of a future strategy to expand LNG facilities

LNG Sales - New Emerging Market Opportunity

*  PGW has more than 40 years of experience working with LNG and, in 2013, turned what had been a small incremental
service into a meaningful source of revenue

* LNG sales are sales of opportunity utilizing LNG capacity and liquefaction capability not needed to meet on-
system customer requirements
PGW sold approximately 246,000 Mcf in FY2013, 1,050,000 Mcf in FY2014 and 499,000 Mcf in FY2015. This is the
equivalent of heating over 2,500, 12,600 and 6,155 homes in FY2013, FY2014, and FY2015 respectively

* Additional revenue generated by these LNG sales was $1.4 million, $6.2 million and $2.6 million in 2013, 2014 and
2015, respectively

* To date, most sales have come from long-haul trucking and natural gas extraction customers, but other prospects
are emerging, including sales to marine, rail and electric generation

* PGW is evaluating the feasibility of expanding the system’s liquefaction capacity in order to serve the direct LNG sales
market

* A non-binding solicitation of interest from potential buyers and a subsequent request for information (“RFI”) identified a
growing market for LNG sales potential

* PGW has issued a request for proposals (“RFP”) soliciting responses from entities with experience in marketing and
energy infrastructure to develop increased sales of LNG through using and/or expanding PGW assets

+ Additional benefits that would be derived from an expansion of liquefaction facilities include:

* Increasing the season over which natural gas can be liquefied thereby providing i) more flexibility in the timing of
natural gas purchases and ii) increasing gas available from existing storage allowing PGW to reduce winter
purchases, which both reduce the cost of purchased gas

* Providing liquefaction redundancy and back-up for existing liquefaction facilities which were put into place in
2005

LY
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Gas System Operations

Evaluation of expansion opportunities will be done within the context of PGW'’s overall business strategy

and financial conditions

* PGW is also evaluating the financing options for the construction of expanded LNG facilities

* The Independent Consulting Engineer’s Report includes an analysis of a PGW financed expansion
based upon the assumption of the project being financed with approximately $100mm of long term
bond proceeds and $20mm of internally generated funds with two scenarios:

* Expansion with incremental direct LNG sales of 5 Bcf
¢ Expansion with no incremental direct LNG sales

* The table below compares each scenario’s impact on PGW'’s projected financial results in FY 2021

Impact on FY 2021 Results Incremental Sales | No Incremental Sales

Additional Revenue (Gross) $43.0mm None
Additional Revenue (Net of Gas Cost) $23.1mm None
Increase in O/M costs $2.8mm $0.1mm
Impact on Net Income $14.7mm ($9.3mm)
Debt Service Coverage! 2.12x 1.83x

! Projected debt service coverage is impacted by future capital borrowings; under scenario assuming 5 Bcf of incremental sales future capital borrowing needs are
reduced by approximately $75 million due to expanded use of internally generated funds

*  PGW management will evaluate RFP responses and its course of action within the context of the
overall business strategy and financial conditions which include (i) liquidity (ii) debt service coverage
and (iii) ratings

N

PCW
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Financial Summary

Financial operations reflect strong debt service coverage, decreasing debt to capitalization and declining debt

per customer

Fiscal Year Ended August 31 ($000's) X . .
2015 2014 2013 202 2011l * Funds available for debt service have grown since

Total Operating Revenues 697,247 759,136 693,471 644,983 766,279 the 2012 IOW pOlnt (the Warmest ear ln PGW’S
Other Income Increase Restricted Funds 10,836 4,079 196 8,311 13,175 . y
City Grant - - - - - hlStOI'Y)
AFUDC 781 506 430 292 427
Total Funds Provided 708,864 763,721 694,097 653,586 779,881 .
e 2015 aggregate debt servi vera f 1.82x
Fuel Costs 252,169 304,051 255,501 233,713 330,932 0 5 gg eg , € eb 5€ ce cove ge 0 8
Other Operating Expenses 354,357 334,199 318,510 316,625 310,708 exceeds PGW's targeted coverage level of 1.50x
P g bExp!
Non-Cash Expense (74,535)  (50,346)  (48,103) (47,619)  (47,854)
Total Operating Expenses 531,991 587,904 525908 502,719 593,786 B . . . 2011 PGW b . h 18
°
Funds Available for Debt Service 176,873 175,817 168,189 150,867 186,095 eglnnlng m egan paylng t e $
Debt Service Requirements million City Transfer after 6 years of the City
1975 Ordinance Bonds 26904 28592 30,163 31,754 30,691 waiving or granting back the payment.
Senior 1998 Ordinance Bonds 70,139 69,749 47,668 67,874 72,274
Subordinate 1998 Ordinance Bonds - - - - 1,988
Total Debt Service Requirements 97,043 98,341 77,831 99,628 104,953| © Pro]ected average debt service coverage for 2016-
Debt Service Coverage 1.82 1.79 2.16 1.51 1.77 2021 1s 2.06x
Transfer to the City 18,000 18,000 18,000 18,000 18,000
Fixed Charge Coverage 1.64 1.60 1.93 1.33 1.60
Total Debt 987,749 1,033,976 1,086,382 1,117,047 1,217,541
Total Equity 277,984 258,002 358,587 315,945 309,740
Debt to Capitalization 78.0% 80.0% 752% 78.0% 79.7%
Total Customers 500,758 493,367 494,037 496,057 496,851
Debt Per Customer (in Dollars) 1,973 2,096 2,199 2,252 2,451
Total Accounts Receivable 86,853 101,457 97,749 81,997 98,925
Accounts Receivable Turnover 8.0x 7.5x 7.1x 7.9x 7.7x
Collection Rate 97.10% 94.97% 91.88% 96.61% 95.08%
Total Throughput (MMcf) 79,227 78,987 72,118 62,910 74,294
Revenues/Throughput 8.95 9.67 9.62 10.39 10.50

PCW
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Financial Operations

The Weather Normalization Adjustment allows PGW to recover approved costs regardless of the weather

Weather Normalization Adjustment (WNA)

During FY2012, the warmest in PGW’s history, PGW billed customers $45.4 million in WNA charges to
compensate for lower heating demand. In FY2015, a colder than normal winter resulted in customers
receiving WNA credits totaling approximately $10.7 million.

(Millions of Dollars)
Actual Actual Actual Actual Actual
FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
Total Operating Revenues $766.3 $645.0 $693.5 $759.1 $697.2
WNA 1.7 454 8.4 (12.3) (10.7)
Actual Heating Degree Days 4,005 3,037 3,889 4,405 4,444
Normal Heating Degree Days 4,392 4,360 4,332 4,268 4,256

(30yr. Rolling Average)

The WNA allows PGW to maintain relatively stable margins despite variations in volume

%
!
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Financial Operations

Historical and projected financial metric trends are positive

Operating Revenue & Expenditures ($ in “000)! Debt Service Coverage for Combined Liens

900,000 - 250 -

800,000 - 216 2.00 2.01 221 )05 201 196
700,000 2.00 1
600,000
500,000 150 4
400,000 1.00 A
300,000
200,000 0.50 -
100,000
q,Q\N Q\(" q/@:b > (‘9\(9 b@%‘\ obqu 8&o\\ S&o\\ @&o\\ \g&o\}
N RN N B ST
v q/gx‘\ PP

B Operating Revenue ~ m Operating Expenses

Debt to Capitalization Debt per Customer ($)

90% 1 80% 78% 75% 80%  78% 750, 78% 3,000 A

B Fixed Debt Service Coverage

73% 2,451

O,
68% 67% 64% 2,500 2,252 2,199 2,096 1073 . 2,273 2,163 2045 2,266 2,160
2,000 - !
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70% A
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Financial Operations

PGW has established an OPEB Trust funded with PUC approved rates

Labor Agreement

* As of May 31, 2016, PGW had 1,613 employees, approximately 70% of whom are represented by the Gas Works
Employees’ Union of Philadelphia Local 686, Utility Workers” Union of America, AFL-CIO (“Local 686”)

e The new five-year Collective Bargaining Agreement, which was approved by the PEMC Board and ratified by the
members of Local 686, provides for five years of agreed upon wage increases, revised entry level starting salaries,
provided layoff protection, increased shift premiums and increased flexibility to employ outside contractors under
certain conditions

OPEB
* PGW provides post-employment healthcare and life insurance benefits to its participating retirees and their eligible
beneficiaries and dependents

e As part of a July 29, 2010 rate case settlement, PGW established the OPEB Trust in July of 2010 and began funding the
Trust in accordance with the surcharge authorized under the Rate Settlement in September 2010

¢ The Rate Settlement provides for an increase in rates of $16.0 million per year to fund OPEBs. In July 2015, the PUC
issued an order approving continuation of the OPEB Surcharge

PGW OPEB Payments (Amounts in Millions of USD Schedule of OPEB Funding Progress (Amounts in Millions of USD)
Fiscal Year ended Life OPEB . . Actuarial . Unfunded
Actuarial Valuation | APVAME | Actuarial | \TUNCEL | Funded

2011 $21.8 $1.4 $18.5 $41.7 Date (August 31) Assets Liability Liabilit Ratio
;g}: ;‘;g }Z 12; i‘;i 2011 $17,886 $485,722 $467,836 3.68%
ST e L 185 " 2012 38,860 443,982 405,122 8.75
2015 28.6 17 185 48.8 2013 61,796 436,527 374,731 14.16
2016* 27.9 1.7 185 48.1 2014 90,838 450,289 359,451 20.17
2017* 31.0 1.7 18.5 51.2 2015 104,318 505,434 401,116 20.64
2018* 344 1.7 18.5 54.6

2019* 37.7 1.7 185 57.9

2020* 41.0 1.7 18.5 61.2

2021 447 1.7 18.5 64.9

* Projections i
-(_/’I
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Financial Operations
The Pension Plan provides benefits for all eligible employees of PGW and other eligible class employees of

PFEMC and the Gas Commission

GASB 68 and 71 have changed PGW’s pension accounting but PGW continues to make contributions equal to its ARC

* ARC consists of the (i) “normal cost,” being the present value of the benefits that PGW expects to become payable in
the future attributable to a current year’s employment, and (ii) payments made to amortize the unfunded liability

+ Starting with its FY 2015 CAFR, PGW applied (retroactively to FY 2014) the new pension accounting standards of GASB 68

and 71

At the start of FY 2014 PGW’s net pension liability was $148.7 million
August 31, 2014 PGW’s net pension liability grew to $164.3 million and $239.9 million by August 31, 2015
Starting in FY 2016, PGW uses three methods to measure annual pension expense

Current GASB Standards
FY 2015: $43.7 million

City Policy
FY 2015: $21.5 million

Ordinance

FY 2015: $21.5 million

» Applies the new pension accounting
standards of GASB 68 and 71

* Uses different amortization periods
for variations from assumed
investment returns, actuarial
assumption changes and experience
differences

* PGW’s balance sheet also includes
any net pension asset or liability

* The amortization changes are
expected to increase the volatility of
annual amounts recognized as

pension expense

* Starting in FY 2016 City Policy will set
PGW’s minimum required deposit to
the pension fund

* Policy requires PGW to calculate an
annual required contribution on the
basis of both a 20-year open
amortization period and a 30-year
closed amortization period

* PGW contributes the higher of the
two amounts — projected to increase
contribution by approximately $2.5
million in FY 2016

* Annual required contribution used in
debt service coverage calculations per
bond ordinance

* Calculation 20-year open
amortization period

* Difference between GASB and ARC is
deducted from expenses as a non-
cash expense when calculating
coverage




Schedule




Expected Transaction Timeline*

SMTWT F S

1 2 3 4 5 6
7 8 9 10 11 12 13
14 15 16 17 18 19 20
21 22 23 24 25 26 27
28 29 30 31

Anticipated Financing Schedule*

Post POS: August 11, 2016

Pricing;: August 18, 2016

Settlement: August 30, 2016
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Contact Information

For further inquiries, please contact:

Rasheia Johnson Christian Dunbar Joseph E. Golden, Jr.
Treasurer, City of Philadelphia Deputy Treasurer, City of Philadelphia EVP & Acting CFO, PGW
Phone: (215) 686-2303 Phone: (215) 686-2145 Phone: (215) 684-6464
Email: rasheia.johnson@phila.gov Email: christian.dunbar@phila.gov Email: jgolden@pgworks.com
Anthony Griffith Rebecca Perry-Glickstein Andre Allen
Managing Director Director Principal
Bank of America Merrill Lynch Public Financial Management, Inc. Phoenix Capital Partners
Phone: (615) 670-6037 Phone: (215) 557-1457 Phone: (215) 568-9921
Email: tony.griffith@baml.com Email: perry-glicksteinr@pfm.com Email: aallenpcp@aol.com

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

* The “Terms of Use” statement of the City Investor Website, which applies to all users of the City Investor Website, provides, among
other things, that the information contained therein is provided for the convenience of the user, that the City is not obligated to update
such information, and that the information may not provide all information that may be of interest to investors. The information
contained on the City Investor Website does not constitute an offer to buy or sell securities, nor is it a solicitation therefor. The
information contained on the City Investor Website is not incorporated by reference in the Preliminary Official Statement or Official

Statement and persons considering a purchase of the Bonds should rely only on information contained in the Preliminary Official
Statement or incorporated by reference therein.
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