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Itemization of Public Advocate Adjustments

Revenue Requirements in 000s

Line No. Description of Adjustment

Note:

1. Revenue Growth Rate

2. Billing Adjustment

3. Liquidated Encumbrance Percentage
4. Payroll Spend Factor Adjustment

5. Pension Spend Factor Adjustment

6. PWD Additional Adjustments

7. Escalation Factor

8. Contributions/Indemnity Spend Factor
9. Change in Debt Interest Rate

10. Inter-Departmental Impacts

PA St.-1

Pp.
Pp.
Pp.
Pp.
Pp.
Pp.
Pp.
Pp.

Pp.

17-19

19-20

31-32

22-23

23-24

34-37

26-31

24-25

32-33

2017

($5,960)
($2,934)
($12,608)
($5,026)
$852
($16,892)
($1,543)

($1,515)

($3,297)

Prepared by Lafayette K. Morgan, Jr., utilizing proprietary B&V rate model.

2018

($9,493)
($3,155)
($12,893)
($5,177)
$721
($16,178)
($3,624)
($1,515)
($675)

($4,139)
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Philadelphia Water Department
FY 2013-2016 Rate Hearings

Response to Public Advocate Interrogatories

PA-MAB-1  Regarding the Direct Testimony of Mr. Clare, page 2, please provide a schedule
supporting and detailing a breakdown of the following major cost factors; for
example, in a) below, the schedule should show a separate calculation for each
category of personnel costs and the corresponding revenue need:

a)

b)

)

d)

€)

g)

h)

increased personnel costs (pensions, wages, health care and fringe
benefits) - 17.6% of revenue need;

increased debt service associated with Capital Program - 17.0% of
revenue need;

increased costs of materials, services, supplies, general inflation and new
programs - 20.6% of revenue need;

costs related to maintaining the Rate Stabilization Fund at targeted levels
in line with major "A" and "AA” rated utilities (to provide increased
liquidity, working capital and a reserve for contingencies) - 11.5% of
revenue need;

increased costs associated with escalating regulatory requirements -
10.2% of revenue need;

costs related to revised financial plan and strategies to improve the
financial sustainability of the Department - 8.2% of revenue need;

increased costs associated with customer assistance programs - 6.6% of
revenue need;

decrease in revenue due to water conservation and related measures -
4.9% of revenue need; and

costs related to the replacement of the debt reserve surety - 3.4% of
revenue need.

PWD Witness: Joseph S. Clare, III, Deputy Water Commissioner

Response:  The table below details projected revenue requirements associated with each of the
major cost factors. See also, responses to SI-1, SI-88 through SI-94, SI-100, SI-101.
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Cost Factors and Breakdown of Revenue Requirement

Description of Major Cost Factor

Breakdown of Revenue Requirement
Associated with Major Cost Factors

Personnel Costs (pensions, wages, health care and
fringe benefits) — 17.6% of revenue need or $64.021
million.

Projected revenue requirements for personnel costs
is comprised of projected increases in pension costs
of $45.946 million and other fringe benefits of
$18.073 million.

Debt Service associated with Capital Program -
17.0% of revenue need or $62.408 million.

Projected revenue requirements for debt service is
related to capital repairs and replacements of
$52.016 million; and projected increases in debt
service costs related to flood mitigation projects of
$10.302 million.

Materials, Services, Supplies, General Inflation
and New Programs - 20.6% of revenue need or
$75.049 million.

Projected revenue requirements in this area are
made up of projected increases in operation and
maintenance costs of $41.982 million; and projected
increases in operation and maintenance costs related
to new programs of $33.067 million.

Rate Stabilization Fund (“RSF”) at targeted levels
in line with major "A" and "AA” rated utilities (to
provide increased liquidity, working capital and a
reserve for contingencies) - 11.5% of revenue need
or $42.002 million.

Revenue requirement is calculated based upon
calculated decreases in Rate Stabilization Fund
withdrawals in order to maintain a $100.0 million
minimum instead of the previously targeted $45.0
million minimum RSF balance.

Regulatory Requirements - 10.2% of revenue
need or $37.26 million.

Revenue requirement associated with projected
increases in (i) debt service costs related to the Long
Term Control Plan (“LTCP”) of $17.434 million;
(ii) operation and maintenance costs of $6.449
million related to the maintenance of “green”
infrastructure; and (iii) operation and maintenance
costs of $13.378 million related to new LTCP
programs.

Financial Plan and strategies to improve the
financial sustainability of the Department - 8.2% of
revenue need or $29.872 million.

Revenue requirement associated with increasing
debt service coverage from 1.20x to 1.30x
(comparable to “AA” rated utilities).

Customer Assistance Programs - 6.6% of revenue
need or $23.911 million.

Projected increase is spending for WRAP and other
assistance programs given greater need in current
economy and improved outreach.

Water Conservation and Related Measures -
4.9% of revenue need or $17.854 million.

Projected decreased revenue during the rate period
associated lower total consumption and lower
number of accounts.

Debt Reserve Surety - 3.4% of revenue need or
$12.253 million.

Projected amount is net of Rate Stabilization Fund
withdrawals to meet the requirement to replace the
$67.0 surety, upon downgrade of AGM.
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Philadelphia Water Department
FY 2013-2016 Rate Hearings
Initial Rate Filing
Standard Interrogatories

101.  Please describe in detail the record justification for additional revenues requested in
connection with the increase in PWD customer assistance programs — 6.6% of revenue

need.

Response: These are additional revenue requirements during the proposed four year rate period
(2013-2016) for the activities specified in the attachments to SI-104. Increased revenue
requirements for customer assistance programs in the aggregate amount of $23,911,000 are
included in the rate filing over the four year period (6.6% of the additional revenues).
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Large water main break leads to evacuations in West Philly http://www.philly.com/philly/news/breaking/Water_main_break_leads_to...

News (Http://www.philly.com/news)
— Breaking News (http:/www.philly.com/philly/news/breaking)

Large water main break

leads to evacuations in West
Philly

Updated: JUNE 14, 2015 — 10:39 AM EDT

"

At least nine homes were initially evacuated after a water main burst in West Philadelphia, and
several parked cars were submerged in as much as three feet of water.

by Philly.com staff
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Large water main break leads to evacuations in West Philly http://www.philly.com/philly/news/breaking/Water_main_break_leads_to...

A large water main break created havoc for West Philadelphia
residents Sunday morning, sending millions of gallons of water
coursing through the streets and causing the asphalt to buckle under

the pressure.

A 36-inch water main ruptured about
4:30 a.m. in the 500 block of North
52nd Street, from Wyalusing to
Westminster Avenue, according to
Water Department spokesman John
DiGiulio.

main break (http://www.philly.com/philly Th e bre ak unl e ash e d b etween e ight
/news/breaking

Water_main_break_leads_to_evacuatiol and 10 mﬂhon gallons Ofwater’

Digiulio said. At least nine homes
were initially evacuated, and several
parked cars were submerged in as much as three feet of water.

Water Department workers were able to successfully shut down the
flow of water around 8 a.m., DiGiulio said, and the flooding began to
recede.
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Large water main break leads to evacuations in West Philly http://www.philly.com/philly/news/breaking/Water_main_break_leads_to...

By that point, more than 10 properties were damaged. Claims
adjusters were on the scene conducting inspections late Sunday
morning. Officials from the Philadelphia Office of Emergency
Management, Gas Works, Water, Streets, Police, and Fire
Departments were also assessing the situation. The American Red
Cross was providing assistance to neighbors.

There was no word on how quickly repairs might begin, and a cause
of the break had not yet been determined Sunday morning. The main
was installed in 1885, DiGiulio said.

A shelter set up at West Catholic High School was closed about 9:30
a.m., as affected residents were permitted to return to their homes.
Water service to the neighborhood was fully restored.

Drivers were advised to avoid the area bounded by Poplar and
Parrish between 51st and 53rd streets, as street closures were
expected to persist through Sunday afternoon.

Here are more pictures of the flooding by staff photographer Tom
Gralish:
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Large water main break leads to evacuations in West Philly http://www.philly.com/philly/news/breaking/Water_main_break_leads_to...

This is a breaking news report. Check back for updates.

MORE COVERAGE

Ten million gallons flood W. Philly
Jun 15 - 1:08 AM
(http:/www.philly.com/philly

/news/20150615_ Water service resumes__affected residents return_home_in

Published: June 14, 2015 — 6:45 AMEDT | Updated: June 14,2015 —
10:39 AM EDT

© Copyright (http:/www.philly.com/philly/about/copyright/)2016 Philadelphia Media Network (Digital),
LLC Terms of Use & Privacy Policy (http://www.philly.com/philly/about/terms_of use/)
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PA Statement 1

BEFORE THE
PHILADELPHIA WATER COMMISSIONER

IN THE MATTER OF A PROPOSED
INCREASE IN WATER AND : FY 2013-2016 RATES
WASTEWATER RATES

DIRECT TESTIMONY OF

MICHAEL A. BLEIWEIS
ON BEHALF OF THE PUBLIC ADVOCATE

July 20, 2012
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10

11

12

13

14

15

16

Department has shown no basis for utilizing growth factors for
interdepartmental Class 200-400 and Class 100 expenses that are
different from the factors applicable to the same classes of direct
departmental expense. Consistent with my recommendations presented
above for direct departmental expenses, |, therefore, recommend a 1.5%
growth factor for Class 200-400 expenses and no growth factor for Class

100 expenses.

Indemnity Charges

What amount of Indemnity Charges was utilized for FY2013?

As shown on Workpapers OMone-9 and OMtwo-3, $6,360,000 was
utilized for FY2013 Indemnity Charges. A 3% growth factor was applied

for each of the next three years.

As shown on SI-2013-36, Exhibit JC-8 and below, the actual indemnity
expense has not equaled or exceeded the budgeted expense since
FY1995. In fact, the actual expense has exceeded the budgeted expense

only three times since FY1986.

-44-
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INDEMNITIES
FISCAL % actual/
YEAR BUDGET OBLIGATIONS PLUS/(MINUS) budget
(1) (2) 3) 4) (5)
1 1986 $2,420,000 $50,436 ($2,369,564) 2.08%
2 1987 $2,420,000 $1,506,250 ($913,750) 62.24%
3 1988 $2,420,000 $2,948,373 $528,373 121.83%
4 1989 $2,000,000 $4,348,872 $2,348,872 217.44%
5 1990 $4,502,000 $2,851,289 ($1,650,711) 63.33%
6 1991  $5,000,000 $4,624,607 ($375,393) 92.49%
7 1992 $5,000,000 $4,999,205 ($795) 99.98%
8 1993 $5,000,000 $9,285,038 $4,285,038 185.70%
9 1994  $6,500,000 $6,472,905 ($27,095) 99.58%
10 1995 $7,500,000 $8,428,786 $928,786 112.38%
11 1996 $6,500,000 $3,724,287 ($2,775,713)  57.30%
12 1997 $6,500,000 $4,751,555 ($1,748,445) 73.10%
13 1998 $6,500,000 $5,591,358 ($908,642) 86.02%
14 1999 $6,500,000 $4,558,851 ($1,941,149) 70.14%
15 2000 $6,500,000 $4,821,795 ($1,678,205) 74.18%
16 2001 $6,500,000 $4,209,762 ($2,290,238) 64.77%
17 2002 $6,500,000 $3,734,724 ($2,765,276) 57.46%
18 2003 $6,500,000 $3,857,912 ($2,642,088) 59.35%
19 2004 $6,500,000 $2,880,450 ($3,619,550) 44.31%
20 2005 $6,500,000 $2,412,874 ($4,087,126) 37.12%
21 2006 $6,500,000 $4,208,829 ($2,291,171)  64.75%
22 2007 $6,500,000 $2,443,748 ($4,056,252) 37.60%
23 2008 $6,500,000 $4,583,996 ($1,916,004) 70.52%
24 2009 $6,500,000 $4,975,801 ($1,524,199) 76.55%
25 2010 $6,500,000 $4,896,810 ($1,603,190) 75.34%
26 2011  $6,500,000 $5,383,670 ($1,116,330) 82.83%
Source: SI-2013-36

Similar to the Department’s general forecast methodology, have you

calculated

Indemnities over several time periods?

Yes. These calculations are shown below:

the weighted average actual-to-budget factor

INDEMNITIES
Weighted Average

Fiscal Total Total Weighted

Years Budget Obligations Average

(1) (2) (3) (4)
1 2007-2011 $32,500,000 $22,284,025 68.57%
2 2008-2011 $26,000,000 $19,840,277 76.31%
3 2009-2011 $19,500,000 $15,256,281 78.24%
4 2010-2011 $13,000,000 $10,280,480 79.08%

-45-
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City of Philadelphia

lofl

http://www.phila.gov/investor//Bond_Ratings.html

City of Philadelphia

_/"'_"‘\_ . : o
(i D|
'\..- -./- LIFE sLIBERTY =sAND YOUL™

SEARCH GO

Investor Information Home
Sources of Funding
Financial Reports

Debt, Swap, and Disclosure
Policies

Bond Ratings

Bond Calendar & Upcoming
Sales

Official Statements

Contact Information

HOME | RESIDENTS [ BUSINESS | VISITORS | TERMS OF USE

Current Underlying Bond Ratings

Click on each rating to see the most recent credit report.

|Types of Bonds |Moody s |S&P |Fitch
|Genera| Obligation Bonds | A2 | | A-
|Other Tax Supported Debt | A2 | | A-
|Tax and Revenue Anticipation Notes | MIG1 | | NR
|Water and Wastewater Revenue Bonds | Al | A | A+
|Phi|adelphia Gas Works Revenue Bonds | Baal | A- | BB
|Phi|adelphia International Airport Revenue Bonds | 2 | A | A

The ratings reflected above show the revised ratings.

City Archives - PHILS | Technical problems: webissues@phila.gov | privacy policy
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RESPONSE TO PUBLIC ADVOCATE’S INTERROGATORIES AND REQUESTS FOR
PRODUCTION OF DOCUMENTS

PA-EXE-103. Please provide a schedule similar to Exhibit ML-6, Attachment B, Table 11,
Projected Revenue and Revenue Requirements, showing actual data for each FY 12

through FY15 and actual/projected data for FY 16.

Response:

Refer to attachment Response PA-EXE-103. The attached table presents a comparison of
the projected revenue and revenue requirements from Table 11 of the settlement
agreement for the previous rate proceeding versus the actual results for FY 12 to FY 15.
The line numbers corresponding to Table 11 are presented in the left hand column.

For FY 16 projections of revenue and revenue requirements, refer to PWD Statement 9A-
Direct Testimony and Exhibits of Black & Veatch Corporation, Table C-1 (PDF Page #
109). Table C-1 of the current rate proceeding is the equivalent of Table 11 for the prior
rate proceedings.

Response Provided By: Ann Bui, Prabha Kumar and David Jagt, Black & Veatch
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NEW ISSUE - BOOK-ENTRY ONLY RATINGS: See “RATINGS” herein.

In the opinion of Co-Bond Counsel, interest on the Bonds is excludable from gross income for purposes of federal income
tax, asswming continuing compliance with the requirements of the federal tax laws. Interest on the Bonds is not a preference
item for purposes of either individual or corporate federal alternative minimum tax; however, interest paid to corporate
holders of the Bonds may be indirectly subject to alternative minimum tax under circumstances described under “TAX
EXEMPTION” herein. Under the laws of the Commonwealth of Pennsylvania, the Bonds are exempt from personal property
taxes and interest on the Bonds is exempt from Pennsylvania personal income tax and Pennsylvania corporate net income
tax. For a more complete discussion of federal and state tax exemptions, see “TAX EXEMPTION” herein.

$70,370,000
CITY OF PHILADELPHIA, PENNSYLVANIA
Water and Wastewater Revenue Refunding Bonds -
Series 2012

Dated: Date of Delivery : Due: As shown on the inside front cover

The City of Philadelphia, Pennsylvania, a corporation, body politic and city of the first class existing under the laws of the
Commonwealth of Pennsylvania (the “City”) is issuing its Water and Wastewater Revenue Refunding Bonds, Series 2012 (the
“Bonds”) pursuant to (i) the First Class City Revenue Bond Act, P.L. 955, Act No. 234 of the General Assembly of the Commonwealth
of Pennsylvania, approved October 18, 1972 (the “Act”), and (ii) the City’s Restated General Water and Wastewater Revenue Bond
Ordinance of 1989, approved June 24, 1993 (the “Restated General Ordinance”™), as supplemented and amended from time to time,
including by the Fifteenth Supplemental Ordinance, approved July 5, 2011 (the “Fifteenth Supplemental Ordinance” and together
with the Restated General Ordinance, the “General Ordinance”), authorizing the issuance of Water and Wastewater Revenue Bonds,
including without limitation, the Bonds, for the purposes of refunding Outstanding Bonds. The proceeds of the Bonds, together
with other available funds of the Water Department (defined herein), will be used to finance (i) the current refunding of all of the
City’s outstanding Water and Wastewater Revenue Bonds, Series 2001A and the current refunding of all of the City’s Water and
Wastewater Revenue Refunding Bonds, Series 2001B maturing after November 1, 2012, and (i) the costs of issuance relating to the
Bonds.

The Bonds are special obligations of the City secured, equally and ratably with the City’s Water and Wastewater Revenue
Bonds currently outstanding (as of September 30, 2012) in the aggregate principal amount of $1,861,524,362 issued under the
General Ordinance and all Water and Wastewater Revenue Bonds hereafter issued, by a pledge of and security interest in all Project
Revenues (defined herein) derived from the City’s Water and Wastewater Systems and by moneys deposited in the funds and
accounts (other than the Rebate Fund) established by the City under the General Ordinance (the “Water and Wastewater Funds™).

‘THE BONDS ARE PAYABLE SOLELY FROM PROJECT REVENUES AND MONEYS
DEPOSITED IN THE WATER AND WASTEWATER FUNDS. THE BONDS ARE SPECIAL
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
TAX OR GENERAL REVENUES OF THE CITY, OR CREATE ANY LIEN OR CHARGE
AGAINST ANY PROPERTY OF THE CITY, OTHER THAN AGAINST THE PROJECT
REVENUES AND AMOUNTS, IF ANY, AT ANY TIME ON DEPOSIT IN THE WATER AND
WASTEWATER FUNDS.

The Bonds will be issued only as fully registered bonds and, when issued, will be registered in the name of Cede & Co.,
as nominee of The Depository Trust Company, New York, New York (“DTC”), which will act as securities depository for the
Bonds. Purchasers will not receive certificates representing their ownership interest in the Bonds purchased. U.S. Bank National
Association, Philadelphia, Pennsylvania, is the Fiscal Agent for the Bonds. The principal of and interest on the Bonds are payable
to DTC for redistribution to its participants and in turn to the beneficial owners of the Bonds. See “THE BONDS — Book-Entry Only
System” herein. Disbursements of such payments to DTC participants and beneficial owners is the responsibility of DTC.

The Bonds will be issued in denominations of $5,000 or any integral multiple thereof. The Bonds will be dated and will bear
interest from the date of delivery thereof. Interest on the Bonds will be payable semiannually on November 1 and May 1 of each
year, beginning May 1, 2013.

The Bonds are subject to redemption as provided herein.

This cover page contains information for quick reference only. It is not a summary of this issue. Investors must
read the entire Official Statement, including the Appendices, which are an integral part hereof to obtain information
essential to making an informed investment decision regarding the Bonds.

The Bonds are offered when, as and if issued and delivered to and received by the Underwriters, and subject to the legal
opinion of Ballard Spahr LLP and The Smyler Firm, both of Philadelphia, Pennsylvania, Co-Bond Counsel. Certain legal
matters will be passed upon for the Underwriters by Greenberg Traurig, LLP and Andre C. Dasent, P.C., both of Philadelphia,
Pennsylvania. Certain legal matters will be passed upon for the City by the City Solicitor. It is expected that the Bonds will be
available for delivery to DTC in New York, New York on or about November 1, 2012.

SIEBERT BRANDFORD SHANK & CO., L.L.C. RAMIREZ & CO INC.
Morgan Stanley Wells Fargo Securities

October 24, 2012
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TABLE A

PROJECTED REVENUE AND REVENUE REQUIREMENTS

(in thousands of dollars)

Line
No. Description 2012 2013 2014 2015 2016 2017 2018
OPERATING REVENUE
1 Water Service - Existing Rates 233,546 233,780 232,370 230,658 228,939 227,219 225,496
2 Wastewater Service - Existing Rates 33 1,856 332,913 331,597 330,215 328,823 327,435, 326,042
3 Total Service Revenue - Existing Rates 565,396 566,693 563,967 560,873 557,762 554,654 551,538
Additional Service Revenue Required
Percent Months
Year Increase Effective )
4 FY 2013 4.48% 6 9,546 25,266 25,127 24,988 24,848 24,709
5 FY 2014 4.48% 12 ' 26,398 26,253 26,107 25,962 25,816
6 FY 2015 4.48% 12 27,429 27,277 27,125 26,972
7 FY 2016 5.10% 12 32,443 32,262 32,081
8 FY 2017 - 5.10% 12 733,907 33,717
9 FY 2018 5.10% S 12 35,436
10 Total Additional Service Revenue Required 0 9,546 51,664 78,809 110,815 144,104 178,731
11 Total Water & Wastewater Service Revenue 565,396 576,239 615,631 639,682 668,577 698,758 730,269
12 Transfer From/(To) Rate Stabilization Fund 14,433- 43,140 12,095 2,245 10,635 (14,355) (11,645)
Other Income (a) N '
13 Other OperatingARevenue - 16,663 19,622 19,676 19,631 19,485 19,440 19,395
14 Construction Fund Interest Income 1,156 1,215 2,018 1,454 2,083 3,137 4,443
15 Debt Reserve Fund Interest Income 0 0 0 0. 0 0 0
16 Operating Fund Interest Income ' 356 550 735 943 1,173 1,363 1,606
17 Rate Stabilization Interest Income 749 908 934 1,079 1,199 1,433 1,903
18 Total Revenues 598,755 641,674 651,089 665,034 703,152 709,776 745,971
OPERATING EXPENSES
19 Water & Wastewater Operations 320,010 344,788 354,719 357,559 369,134 378,802 388,901
20  Direct Interdepartmental Charges 48,523 51,331 51,511 50,878 52,014 52,551 53,097
21 Total Operating Expenses 368,533 396,119 406,230 408,437 421,148 431,353 441,998
22 NET REVENUES AFTER OPERATIONS 230,222 245,555 244,859 256,597 282,004 278,423 303,973
DEBT SERVICE
Senior Debt Service
Revenue Bonds
23 Outstanding Bonds (b) 187,537 190,262 185,279 177,241 183,171 155,359 155,440
24 Pennvest Parity Bonds (c) - 3,180 10,211 11,839 12,175 12,175 12,310 12,844
25 Projected Future Bonds 1,128 2,461 3,584 19,198 32,073 55,069 72,963
26 Total Senior Debt Service 191,845 202,934 200,702 208,614 227,419 222,738 ) 241,247
27  TOTAL SENIOR DEBT SERVICE COVERAGE (L22/1.26) 1.200x 1.210 x 1.220x 1.230x 1.240 x 1.250 x 1.260 x
Subordinate Debt Service
28 Outstanding General Obligation Bonds 0 0 0 0 0 0" 0
29 Pennvest Subordinate Bonds 1,022 0 0 0 0 0 0
30 Total Subordinate Debt Service 1,022 0 0 0 0 0 0
31 Total Debt Service on Bonds 192,867 202,934 200,702 208,614 227,419 222,738 241,247
32 CAPITAL ACCOUNT DEPOSIT 18,476 19,000 19,380 19,767 20,163 20,566 20,977
33 TOTAL COVERAGE (L22/(131+L32)) 1.08 x 1.10x 1.1l x 1.12x 1.13x 1.14x 1.15x
RESIDUAL FUND B
34 Beginning of Year Balance ~ 34,909 50,169 2,412 7,689 '15,404 15,826 15,944
35  Interest Income (d) 237 398 0 0 0 0 0
Plus:
36  End of Year Revenue Fund Balance 18,879 23,621 24,777 28,216 34,422 35,119 41,749
37 Deposit for Transfer to City General Fund (e) 1,351 2,073 2,153 2,762 3,433 4,011 4,589
Less: :
38 Transfer to Construction Fund 0 0 19,500 - 20,500 34,000 35,000 42,300
39 Transfer to City General Fund 1,351 2,073 2,153 2,762 3,433 4,011 4,589
40 Transfer to Debt Service Reserve Fund 3,856 71,776 0 0 0 0 -0
41 End of Year Balance 50,169 2,412 7,689 15,404 15,826 15,944 15,394
RATE STABILIZATION FUND
42 Beginning of Year Balance 156,563 142,128 . 98,988 86,893 84,648 74,013 88,368
43 Deposit From/(To) Revenue Fund (14,435) (43,140) (12,095) (2,245) (10,635) 14,355 11,645
44 End of Year Balance 142,128 98,988 86,893 - 84,648 74,013 88,368 100,013
Notes:  (a) Includes other operating and nonoperating income, including interest income on funds and accounts transferable to the Revenue Fund.
(b) Excludes debt service refunded by proposed 2012 Bonds.
(c) Includes 2009 Pennvest Loans.
(d) Includes interest earnings on Debt Service Reserve substitution funds deposited in the Special Water Infrastructure Account.
(e) Transfer of interest earnings from the Bond Reserve Account to the Residual Fund as shown in Line 35 to satisfy the requirements for the
Transfer to the City General Fund. ‘
Black & Veatch Corporation 10/9/2012
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Cleveland Water efforts result in no rate increase for customers through 2018 | Cleveland ... Page 1 of 3
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Cleveland Water efforts result in no rate increase for customers through 2018

12/07/2015

Cleveland Water takes its responsibility to deliver a reliable supply of safe drinking water at an affordable price seriously. We have worked hard to identify ways to improve service
levels and become more efficient. As we enter our next five year rate cycle, we are excited to announce this hard work—and our forward thinking approach to how we have invested in
our system over the past 30 plus years — has resulted in a 0% rate increase for 2016, 2017 and 2018, and only small increases in 2019 and 2020.
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Cleveland Water efforts result in no rate increase for customers through 2018 | Cleveland ... Page 2 of 3

“In 2013, Mayor Jackson gave us a clear goal to provide as much rate relief as possible to customers while protecting the long term financial position of Cleveland Water,” said Director
Robert Davis, Department of Public Utilities. “The proposed 0% rate increase represents the best option to do that.”

With the approved ordinance by Cleveland City Council today, beginning in 2016 and continuing through 2018, customers will not see any increases in their bills unless they change
how much water they use.

In 2019 and 2020, average residential users — customers who use about 2 MCF per quarter — may see their bills increase by between $1.30 and $2.60 per month depending on how
far and high they live in relation to Lake Erie.

To help understand how unprecedented this is, we looked back several years, and found from 1993 to 2015, on average, rates went up about 7% per year. We are excited we have
been able to minimize the impact on our customers' pocketbooks, all while protecting the long term financial position of Cleveland Water so that future rate increases can be
minimized as well.

How did we do it?

This new rate schedule raises the natural question of “how did we do it?” The answer is through a combination of hard work and smart planning. The rate increases passed in 2011
provided the base necessary to better align our rates with our fixed costs, stabilize our customer service operations, effectively implement our AMR (Automated Meter Reading)
program, support the continuation of our capital program, and improve our operational efficiency. Without these rate increases, we would not be at the point we are today.

Two projects in particular have been instrumental in achieving three years of 0% rate increases. The Customer Service Turnaround Project helped identify additional accounts that were
not being billed, improved the consistency of our billing and call center operations, and helped implement a more effective collections process that stabilized our accounts receivables.
But, perhaps, no project has been as important as our AMR project. The AMR technology is already paying huge dividends through a dramatic decline in estimated bills and the ability
to more accurately measure consumption, all while providing an expanded and improved level of service to our customers.

But, the hard work put in over the past 5 years is only part of the story. We have also taken an aggressive and forward thinking approach to capital investment. Over the past 30 years,
we have invested more than $1.6 billion in our infrastructure. We have fully modernized our four interconnected water treatment plants, as well as the pumps, tanks and towers located
throughout our system. As a result, we are not facing the same financial burden as many other water utilities across the country.

This does not, however, mean we are done investing. Instead, we are shifting our focus to water mains buried underground that can break causing a great deal of customer
inconvenience. Over the next nine years, we will invest more than $235 million in replacing these mains, all while maintaining reasonable water rates. “We’re working very hard to
make smart investments in the water system, making sure every dollar counts,” says Alex Margevicius, Interim Commissioner, Cleveland Water.

Just like our capital planning, we are not done trying to find ways to become more efficient while continuing to improve the service we provide our customers. The approved rate
structure will now allow for us to tackle new projects — such as expanded technology based customer service options and a transition to monthly billing — all designed to make it easier
to do business with Cleveland Water.
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RESPONSE TO PUBLIC ADVOCATE’S INTERROGATORIES AND REQUESTS FOR
PRODUCTION OF DOCUMENTS

Regarding PWD Exhibit 6, FINPLAN15.XLS Direct O&M

PA-EXE-143 (Supplemental Response). Reference Direct O&M-2. Please provide detailed
workpapers supporting each O&M adjustment for FYs 17 and 18:

a. Human Resources and Administration;
b. Finance;

c. Planning and Engineering;

d. Operations;

e. Planning & Environmental Services; and

f.  Public Affairs.

Response: Please refer to Response Attachment PA-EXE-143 EXE-145 EXE-146 for the detailed work
papers supporting all adjustments.

Response Provided by: Ann Bui, Prabha Kumar and David Jagt, Black & Veatch
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RESPONSE TO PUBLIC ADVOCATE’S INTERROGATORIES AND REQUESTS FOR
PRODUCTION OF DOCUMENTS

Regarding PWD Exhibit 6, FINPLAN1S5.XLS Inter Dept O&M

PA-EXE-145 (Supplemental Response). Reference InterDept O&M-2. Please provide detailed
workpapers supporting each O&M adjustment for FYs 17 and 18:

a. Fleet Management;
b. City Finance; and

c. Revenue.

Response: Please refer to Response Attachment PA-EXE-143 EXE-145 EXE-146 for the detailed work
papers supporting all adjustments.

Response Provided by: Ann Bui, Prabha Kumar and David Jagt, Black & Veatch
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RESPONSE TO PUBLIC ADVOCATE’S INTERROGATORIES AND REQUESTS FOR
PRODUCTION OF DOCUMENTS

Regarding PWD Exhibit 6, FINPLAN1S5.XLS O&M Adjustments

PA-EXE-146 (Supplemental Response). Please provide detailed workpapers supporting all
adjustments shown on these worksheets for FYs17 and 18:

a. Additional SMIP Costs;

b. General Fund Reimbursement (combined sewer outfall construction);
c. AMI;

d. OOW Additional Staffing, and Class 200 Additions;

e. Funding for Grants;

f. HR & Admin Additional Staffing and Class 200 Revision;

g. P&E Additional Staffing and Class 200 Costs;

h. Finance Additional Staffing;

i. Public Affairs Additional Staffing;

j. Operations Add Package Adjustments; and

k. Affordability Program.

Response: Please refer to Response Attachment PA-EXE-143 EXE-145 EXE-146 for the detailed work
papers supporting all adjustments.

Response Provided by: Ann Bui, Prabha Kumar and David Jagt, Black & Veatch
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