Dear Participants — This is to inform you of what could at first glance be perceived as a potential
conflict of interest posed by Michael Chapman’s service on the Water, Sewer, and Storm Water
Rate Board (the “Board”). We have been advised by the Ethics Board and the Law Department
that Mr. Chapman’s service does not violate any state or City laws. The City’s Chief Integrity
Officer also has reviewed the matter and does not believe that it requires any action other than
this disclosure.

Mr. Chapman is the member of the Board who fulfills the requirement that “one member shall
be a commercial and/or industrial ratepayer with knowledge and experience related to storm
water management and rates.” Limited liability companies controlled by Mr. Chapman and his
family (the “Chapman companies”) own three adjacent parcels that are expected to be the
subject of an application by ISS Management, LLC (“ISS”), a third-party construction firm, for
substantial funds under the Water Department’s Greened Acre Retrofit Program

(“GARP”). GARP was initiated in July 2014 as an expansion of its existing storm water grants
program, the Storm water Management Incentives Program. The program provides the
Department a cost-effective way of complying with (i) the Clean Water Act and (ii) the City's
Consent Order and Agreement with the Pennsylvania Department of Environmental Protection
concerning the reduction of run-off of storm water into rivers and streams. The program also
incidentally provides rate relief for highly impacted storm water customers who take specified
steps to reduce their run-off. GARP provides grant funding to aggregators to design and
construct storm water retrofit projects on private property. The Water Department has an
interest in the project after it is constructed. GARP applications are evaluated based on a
variety of criteria including total area managed, cost to the Department, quality of long-term
maintenance plans, and availability of matching funds. Only large areas are appropriate for the
GARP program; the minimum project size is ten acres, though the Water Department has
designed the program so that the contractor is the primary applicant and thus that several
property owners can join in a single application. Fourteen customers have participated in the
program to date, one of which is a car dealership. To date, the program has been under-
subscribed, so all applications meeting the Department's selection criteria have been
accepted. Part of the contract for the improvements is that the Department has an ownership
interest in the improvements (even though they are on private property) and the owners of the
property commit to maintaining the improvements.

Assuming the Water Department approves ISS’s application, it is anticipated that ISS would
receive approximately $1.5 million in funds from GARP, all of which would be spent on the
Chapman companies’ project; and that the Chapman companies would contribute
approximately $300,000 to the project. Once the project is complete, it is anticipated that it
would save the Chapman companies roughly $100,000 annually in storm water fees.

In reaching the conclusion that this grant does not create a conflict of interest or otherwise
require Mr. Chapman to resign from the Board, reviewers focused on (i) that this is a contract
under which the Chapman companies undertake commitments — most notably to contribute to
and maintain the project — as well receiving benefits; (ii) that all qualified applicants to this
program have been approved, so that ISS and the Chapman companies are not being preferred
over any other applicant; (iii) that GARP benefits the Water Department both by saving it



money and by helping it comply with federal and state regulatory requirements; (iv) that the
funding for GARP generally, and for the grant to ISS in particular, is not directly connected to or
dependent upon any potential rate increase to be determined by the Board; (v) that any
significant storm water ratepayer who would be a Rate Board member is likely to want to
participate in GARP or other Water Department storm water remediation programs; (vi) that
the Board has no direct or indirect involvement in the GARP program, whether in applicant
selection, administration, or otherwise; and (vii) that both the Water Department and Mr.
Chapman have assured us that he, the Chapman companies, and ISS have received and will
receive no insider information, and no special assistance unavailable to all other applicants, in
connection with ISS’s application.

Please contact me if you have questions or concerns about this issue.

Frances Ruml Beckley

Senior Attorney

Appeals and Legislation Unit

City of Philadelphia Law Department
1515 Arch Street, 17" Floor
Philadelphia PA 19102
215-683-5038



