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Sample Analysis: State Attractiveness Comparison (Section 1, Slide 11)

Investment attractiveness is municipality-specific, but a select set of larger state markets foster
greater private water participation, led by Pennsylvania, California, Texas and New Jersey.

State Market Size Policy Project Pipeline Competitiveness M&A Activity Overall
(total pop. Served by (rate consolidation, PPP (planned/completed P3, (Presence of expanding (number/size of deals (weighted by
private system) legislation, PUC rulings) |greenfield projects, tenders) private water players) 2004-2014) market size)
California 7,520,972 ¢ o ¢ L D) o
Pennsylvania 4,047,450 o ¢ o o o
New Jersey 3,837,512 ¢ ¢ ¢ ¢ o
Texas 1,399,600 o o ¢ o o
Ohio 4,572,003 (= a ¢ ¢ ¢
Florida 1,666,907 ¢ ¢ (D) ¢ ¢
llinois 1,543,793 ¢ O () ¢ ¢
North Carolina 1,178,087 (= (D) ¢ o ¢
Connecticut 1,056,957 D D G . G
Virginia 674,008 (= (D) ¢ ¢ (=
New York 1,834,904 D D O G O
Missouri 1,581,545 O (D) O [ D) (D)
Kentucky 1,454,260 D) () ¢ ¢ ()
Indiana 1,429,678 (D) () ¢ ¢ ¢
Michigan 1,365,679 D) ¢ (D) [ D) [ D)
Arizona 1,250,421 (D) ¢ L) [ D) (D
Louisiana 1,166,473 ¢ ¢ ¢ [ D) O
Washington 813,738 ¢ D) D) a a)
Wisconsin 798,381 (D) @) ¢ 9 <)
Delaware 620,113 G @ O D @
o ¢ ¢ D) Tier 1 Market Tier 2 Market Tier 3 Market
Most Attractive Highly Attractive Attractive Somewhat Attractive
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Sample Analysis: Detroit Stands Out as Largest PPP Opportunity (Section 4, Slide 43)

Detroit Water and Sewage Department (DWSD)’s plans for a PPP would be the largest in the
history of the industry - but is contingent on improved collections and regional planning to
sustain DWSD’s rate base.

DWSD PPP Key Points Summary DWSD Operating Revenue 2007-2012
50 =Wator systom Dot
+ Revenue:$774 million (2012) B Water System Suburban
Financials Overview + Debt: $5.74 billion
(Water and Sewer System) | « Operating margin: 22% 800 Other Water System

« Annual capital improvements $297.7 million (2014) B Sewer system

* Roughly half of all Detroit city water supply customers do not 700
Collections pay their bills
» Currently shutting off 120,000 non-paying customers at a rate
of 3,000/week attributed to $118 million uncollected revenue
600
» 8.7% Rate increase already implemented 1 July 2014
Rates * Rate increases capped at 4% annually over 10 years for
bidders :
Metered connections: 272,000 residences, 3,000 businesses

[
S 500
=
. >
System assets + 3,838 miles of transmission, distribution lines g 400
* 4 water treatment plants; 1,720 MGD
* 710 MGD wastewater treatment plant
» Ongoing discussions between DWSD and suburban 300
municipalities to create a regional authority collapsed in April
Regional wat thorit 2014, but remains a key objective Suburban Waterosupp/y
eglonal water authority + Genesee county will source water directly from Lake Huron 200 accogntlng for 33% of to_tgl
as of 2014, bypassing DWSD — other counties including operating revenue — requiring
Oakland, Macomb studying alternatives as well. 100 regional approach to PPP
» No set structure, considering various alternatives.
Transaction structuree + Operating and management agreement, long term lease and
concession, or sale under consideration 0

+ Final binding proposals: 1 June 2014 2007 2008 2009 2010 2011 2012

Bid timeline » Closing: August 2014
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