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STUDENT ART

The art displayed throughout this report is the work of the School District of Philadelphia’s art students.
The winners were chosen from entries submitted for the 2013 Annual Accounting Cover Design Contest.
This year’s theme celebrates the S0™ anniversary of Dr. Martin Luther King Jr's inspiring “I Have a Dream
Speech.” Students participating in this competition challenged their intellect, imagination and creativity to
visually express their ideas and personal interpretations based the words and ideals exemplified by Dr.
King. The work and dreams of this great American are still powerful and inspirational today.

The winners are as follows:

STUDENT ART TEACHER

1¥ Prize Amanda Sananikone Ms. Kiana Thompson
Front Cover Academy at Palumbo
Grade 11

2™ Prize Sishan Zhao Ms. Kiana Thompson
Back Cover Academy at Palumbo
Grade 11

3" Prize
Divider:
1 DaishaChandler Ms. Temi Allen
George Washington High School
Grade 12

En-Ci Zou Ms. Kiana Thompson
Academy at Palumbo
Grade 11

2" Rose-Marie Conteh Ms. Kiana Thompson
Academy at Palumbo
Grade 11

Daniel Askerov Ms. Kimberly Colasante
George Washington High School
Grade 9

3™ Jaliyah Vanguine Ms. Kiana Thompson
Academy at Palumbo
Grade 11

Isaiah Wroten Mr. Bruce Augustine
John Bartram High School
Grade 10

Ms. Deborah Klose, Direct of Art Education
Office of Academic Support
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THE SCHOOL DISTRICT OF PHILADELPHIA
OFFICE OF THE SUPERINTENDENT

440 NORTH BROAD STREET, SUITE 301
PHILADELPHIA, PENNSYLVANIA 19130

WILLIAM R. HITE, JR., Ed.D. TELEPHONE (215) 400-4100
SUPERINTENDENT FAX (215) 400-4104

February 19, 2014
To the Members of the School Reform Commission, Honorable Mayor and Citizens of the City of Philadelphia:

We are pleased to present this Comprehensive Annual Financial Report (“CAFR”) of The School District of Philadelphia
(“School District” or “District”) for the Fiscal Year ended June 30, 2013. Pursuant to provisions of The Philadelphia
Home Rule Charter (“Charter”), these financial statements were prepared in accordance with Generally Accepted
Accounting Principles (“GAAP”) of the United States of America. As such, management of the School District assumes
full responsibility for the completeness and reliability of all information presented in this report and provides reasonable
assurance that its financial statements are free of any material misstatements,

The Charter requires that the Office of the City Controller of the City of Philadelphia (“Office of the City Controller™)
performs an annual audit of the books of account, as well as financial records and transactions of the School District. The
City Controller, an independently elected local official, is required to appoint a Certified Public Accountant as deputy in
charge of auditing. Pursuant to these requirements, the Office of the City Controller conducted an independent audit of the
School District’s financial statements. The independent audit examined evidence supporting the amounts and disclosures
contained in these financial statements on a test basis; assessed the accounting principles used and significant estimates
made by senior management; and evaluated the overall presentation of these financial statements. The Office of the City
Controller concluded that there was a reasonable basis for rendering an unqualified opinion that the School District’s
financial statements, for the Fiscal Year ended June 30, 2013, are fairly presented in conformity with GAAP. The
Independent Auditor’s Report is presented for your formal review and consideration.

As further required, senior management of the School District established a comprehensive system of internal controls that
are designed to protect the School District’s assets from loss, theft, and misuse. Intemal offices of the School District,
namely the offices of Management and Budget, General Accounting, Accounts Payable, Grants Development and
Compliance and Audit Services, regularly review expenditures of School District funds and perform selective and random
reviews of operations and conirols further ensuring that this report is complete and reliable in all material respects and in
conformity with GAAP. Furthermore and as part of the federally mandated “Single Audit” requirement, the Office of the
City Controller performs an annual audit of the School District’s internal controls and compliance thereto with legal
requirements involving the administration of federal awards and grants. The Single Audit is designed to meet the needs of
federal grantor agencies. These reports are available in the School District’s separately issued Single Audit Report.

Management’s discussion and analysis (MDé&A) immediately follows the independent auditor’s report and provides a
narrative introduction, overview, and analysis of the basic financial statements. MD&A complements this letter of

transmittal and should be read in conjunction with it.

Profile of the School District

Despite being a component unit of the City of Philadelphia (“City”) for financial reporting purposes only, the School
District is an agency of the Commonwealth of Pennsylvania (“Commonwealth” or “State”) created to assist in the
administration of the Commonwealth’s responsibility under the Pennsylvania Constitution to “provide for the maintenance
and support of a thorough and efficient system of public education.” It is by far the largest of the 501 school districts in
the Commonwealth employing 19,846 full time employees as of June 15, 2013 and the eighth largest in the United States
based on student enrollment data,



As required by GAAP, the financial statements of the School District include those of the primary government and its
component unit, the Intermediate Unit No. 26 (the “IU™). The financial statements of the [U have been included in the
School District’s reporting entity as a blended component unit. The [U is included in the School District’s reporting entity
because of the significance of the operational relationship with the School District. All U services are performed by the
School District pursuant to contracts between it and the 1U.

Although considered a quasi-state agency, the School District directly serves the citizens of the City of Philadelphia,
Pennsylvania, the fifth largest city in the United States with a population of over 1.5 million and a tand area of
approximately 130 square miles. The School District educates 11% of the Commonwealth’s 1.7 million public school
students. Total enrollment in the School District has declined over the past decade while charter school enrollment
significantly increased. Enrollment for the School District is over 202,059 students including 55,469 attending charter
school; 5,997 enrolled in cyber schools and Non-Philadelphia (brick and mortar) charter schools; and 3,573 in alternative
education programs/schools. The projected enrollment for the School District for 2013-2014 is 201,301, The continuing
trend of increased enrollment in charter schools is expected to continue during this period with a projected enrollment of
66,109.

During Fiscal Year 2013 there were 240 schools that the School District operated, as well as 26 alternative education
programs/schools (6 schools and 20 programs) and 84 charter schools managed by other entities within the city and that
serve Philadelphia’s children. In Fiscal Year 2013, ncarly one of every three (30.0%) public school students in the School
District attended charter schools, making the School District a national leader in providing meaningf{ul school choice to
parents and students. The Fiscal Year 2013 organizational structure for the School District includes 162 elementary
schools; 23 middle schools; and 57 high schools. At the end of the 2012-2013 the School District closed 24 schools due to
low occupancy levels and the shift of enroliment to charter schools. About 15% of the School District’s buildings are 40
years old or less, 46% are between 41 and 80 years old, 39% are 81 years or older.

The School District provides a comprehensive range of mandated educational services that include general, special, and
vocational education at the elementary and secondary levels, as well as related support and transportation services. The
School District provided limited summer, in addition to pre- and after-school program services, depending on the needs of
a community and available funding. To cnsurc schools have the administrative support they require and to provide
targeted supports and services, schools were assigned to one of gight geographically dispersed Learning Networks,

As an agency of the Commonwealth, the School District is governed by both The Public School Code (“School Code”)
and the City Charter. As such, the School District is a separate and independent home rule school district of the first class
established by the Charter under the First Class City Public Education Home Rule Act, approved August 9, 1963, P.L. 643
(“Act”). The Act expressly limits the powers of the City by prohibiting the City from, among other things, assuming the
debt of the School District or enacting legislation regulating public education or its administration, except only in setting
tax rates authorized for school purposes pursuant to the directive of the General Assembly of the Commonwealth.

Prior to 2001, the School District was governed by the Board of Education (“Board™) consisting of nine members
appointed generally by the Mayor of the City. In December of 2001, however, the Secretary of Education of the
Commonwealth declared the School District financially distressed suspending the governing powers of the Board and
placing management of the School District under the control of a five-member School Reform Commission (“SRC”),
Three members, including the Chairman, are appointed by the Governor of Pennsylvania while the Mayor of Philadelphia
appoints the remaining two members. The SRC exercises all powers and has all the responsibilities and duties of the
original Board, along with additional powers. As prescribed, the SRC is now responsible for the overall operation,
management, and educational programs of the School District, including all budgetary and financial matters. The duties of
the SRC generally include, but are not limited to, the formulation of educational policy, the adoption of an annual budget,
the development of a comprehensive capital improvement budget and program, and the incurrence of indebtedness. The
Superintendent of Schools reports to the SRC. The Superintendent of Schools during most of the Fiscal Year 2013
reporting period was Dr. William R. Hite, Jr., replacing Mr. Thomas E. Knudsen in his Acting Superintendent role on
September 17, 2012. Mr. Knudsen remained on as Chief Recovery Officer and Chief Financial Officer until November 28,
2012 when Matthew E. Stanski was appointed Chief Financial Officer.

The School District’s fiscal year is July 1% to June 30" and is identical with those of both the City and the Commonwealth.
The Charter requires that the School District adopt an operating budget, a capital budget, and a capital improvement
program each fiscal year. To ensure financial control, the SRC must first approve, by resolution, all personnel
appointments, purchases of materials, supplies, books, and equipment in excess of $25,000 and individual contracts for



professional services and associated costs in excess of $20,000. The School District maintains further budgetary controls
to ensure compliance with legal provisions embodied in the annual appropriated budget by the SRC.

Activities in the General Fund, the Intermediate Unit Fund, the Debt Service Fund, and the Capital Projects Fund are
included in the annual appropriated budget. Purchase commitments are subject to an automated accounting system which
tests for verification of available allotments and are encambered, if not in excess of the available allotment, prior to the
release of funds to a vendor and do not lapse. At year-end, encumbrances are included as a budgetary reservation in the
governmental funds, except in Categorical Funds, since they do not constitute expenditures or liabilities. However,
unencumbered appropriations lapse at year-end.

Maijor Initiatives

The two primary goals set by the School Reform Commission and the new Superintendent for Fiscal Year 2013, were:
Goal 1) to provide safe, high quality public schools throughout the City of Philadelphia, and Goal 2) to bring the budget
back into sustainable structural balance. To achieve these two mandates, the School District recognized the need to reform
both its academic and business functions as well as to place all of its operations on a financially sustainable basis. To
achieve these two goals six strategies were identified: Strategy 1) achieve and sustain financial balance; Strategy 2)
improve student outcomes; Strategy 3) develop a system of excellent schools; Strategy 4) identify and develop committed,
capable people; Strategy 5) become a parent and family-centered organization; and Strategy 6) become an aligned,
accountable organization.

The major initiatives during this fiscal year were to fully implement the efforts begun in fiscal year 2012 to address a
projected $304 million shortfall due to the loss of State and Federal subsidies and proceed with the transformation plan
including the appointment of a new Superintendent (a) to determine how best to effect needed economies from operations
to close the deficit, (b) to determine how the academic programs might be structured within existing means and (c¢) to
implement the first year of the five-year plan which provides an operating and financial road map for structural balance.
The major Fiscal Year 2013 initiatives included (a) the successful execution of the Facilities Master Plan (FMP} to close
twenty four (24) schools to right-size the District school systern which was experiencing declining public school student
enrollment due to shifts to charter schools; (b) to sell long-term deficit bonds that would provide $300 million to fund
obligations in Fiscal Year 2013 and 2014 and, finally, (c) to establish a position with our stakeholders and our
communities that demonstrated an openness to new ideas and a transparency of policy execution that invited broad-based
support for the future direction for K-12 education in Philadelphia.

Although the downturn in financial support from the State and Federal governments was anticipated to continue from the
previous fiscal year due to: 1) the continnance of State budget cuts to education, 2) new Federal grant cuts due (o
scquestration, 3) the end of stimulus funds; and 4) the loss of carryover Federal dollars, the District started Fiscal Year
2013 facing the potential of staggering budget deficits if severe measures were not taken. In addition, the one-time cost
saving measures totaling about $167 million which were enacted in Fiscal Year 2012 were no longer available and the
District continued to be faced with fixed cost increases, including pension, health care, charter payments, and labor
contract obligations. As a result, serious, deep and recurring cuts were made to school budgets and to other operating
departments which had absorbed drastic reductions during the prior fiscat year. Chief among the tasks yet to be completed
is the negotiation of new collective bargaining agreements and work rules with the Philadelphia Federation of Teachers
(PFT), the Commonwealth Association of School Business Administrators (CASA), School Police Association of
Philadelphia (SPAP) and the School Cafeteria Employees (Local 634), with the objective to enact meaningful reforms as
was done with the blue collar workers union (32BJ) during the prior fiscal year.

The fiscal year began with a $20.5 million negative available operating fund balance. Because of the initiatives described
above, and primarily due to the deficit financing that provided $301.9 million, the District was able to resolve the
projected structural budget deficit in Fiscal Year 2013 and end the year with a $39.5 million operating surplus.

Budget Structure

The Operating Budget is made up of the General Fund, the Debt Service Fund and the Intermediate Unit Fund. The Fiscal
Year 2013 ending Operating Fund balance is a positive $58.4 million compared with a negative $0.7 million for Fiscal
Year 2012. Of the total $58.4 million fund balance for the Operating Fund at June 30, 2013, $18.9 million is non-
spendable or encumbered for existing purchase commitments, leaving a fund balance of $39.5 million. Applying the
GASB 54 fund balance definitions to the $58.4 million ending Operating Fund balance results in the following
classifications of fund balances: In the General Fund, a negative $64.1 million unassigned (consisting of a negative $77.1
million of unassigned offset by $13.0 million of encumbrances), $18.4 million of restricted for self-insurance and, $0.9
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million of non-spendable fund balance for inventories and $4.0 million in a long-term interfund loan, 2) in the
Intermediate Unit Fund, a positive $1.0 million of assigned fund balance for encumbrances, and 3) in the Debt Service
Fund, a positive $98.2 million is considered restricted for futurc debt service payments. The Fiscal Year 2013 available
fund balance represents a $60.0 million increase from the Fiscal Year 2012 available Operating Fund balance of a negative
$20.5 million to the positive $39.5 million Fiscal Year 2013 balance.

The SRC on May 31, 2012 adopted the f{iscal year 2013 operating budget of $ 2,357.1 million in revenues and other
sources and $2.556.3 million in obligations and other uses. On May 31, 2013 the SRC amended the fiscal year 2013
operating budget of $2,614.6 million in revenues and other financing sources and obligations and other financing uses of
$2,564.5 million. Under the GASB 54 guidelines the fiscal year 2013 ending operating fund balance available for future
operations is an increase of $6.8 miflion from the amended budget ending fund balance of $32.7 million. The main reason
for this improvement was a $13.4 million budget surplus in obligations offset by revenue and other uses budget shortfall of
$6.6 million. The obligations favorable variance was driven by lower than expected salary and benefits costs in Facilities
and various administrative offices, Jower than expected medical and other benefit costs overall and favorable variances in
charter payments and payments to other educational entities. The revenue shortfall was caused by $5.0 million in expected
ACCESS revenue transfers from categorical funds, lower collections of real estate taxes only partially offset by increased
liquor tax collections, and lower state revenues for PSERS reimbursements due i part to the lower than expected salary
expenditures.

The Capital Improvement Program (CIP) identifies over $872.2 million in facilities’ needs through fiscal years 2013-2018
to improve major infrastructure systems and buildings. The Fiscal Year 2014 Capital Budget reflects two realities: the
completion of the final projects under the $1.9 billion CIP that began in 2003 and a reduction in capital spending that
prioritizes the funding of deferred maintenance and life cycle replacements rather than new construction that would add to
the District's overall capacity. Currently the budget assumes a moratorium on increasing capacity through new
construction or additions over the next five years. On May 30 2013, the School District adopted its 2014 Capital Budget
and six-vear capital improvement program for Fiscal Years 2014-2019 (“Capital Improvement Program™ or “CIP™) which
collectively totals approximately $936.4 million, The School District amended its capital budget for Fiscal Year 2013 on
May 30, 2013 to total approximately $91.4 million. The School District presented the new strategic Facilitics Master Plan
(FMP) to the Governing Body in the late fall of 2011 and the SRC approved the plan in the spring of 2012, In the spring
and summer of 2012, the District began to implement the first cohort of school closings and consolidations which
continued through this past spring and summer of 2013. Continued implementation of the plan is ongoing.

The School District continues to pursue ongoing reductions of administrative costs to maximize resources for its primary
educational mission. Effective July 1, 2013, the District through involuntary work force reductions reduced about 18.3%
of its entire workforce, including about 35% of its central administrative staff. The impact of the workforce reduction will
not be realized until Fiscal Year 2014. The School District spends about 3% of its operating budget on administrative costs
(excluding financings); one of the lowest rates when compared with other large urban public school systems and 97% of
the operating budget is spent on items directly benefiting the schools. Specifically, 74% is spent on academic and
education support scrvices and the remaining 23% is spent on capital financing and maintenance directly benefiting the
schools.

Factors Affecting Financial Conditions
The information presented in the accompanying financial statements and report is best understood when placed in context
with the District’s financial planning and policy practices coupled with tocal social and economic factors, such as:

Financial Planning:

These are challenging times for The School District in Philadelphia. Declining revenues combined with State mandated
expenditures, increases in expenditures such as payments to charter schools and contractually obligated compensation and
benefits combined with an unsustainable cost structure has resulted in the necessity to take extreme measures and make
unprecedented program sacrifices to remain fiscally sound. The School District’s finances continue to pose challenges as
we proceed into the 2013-2014 school year. It is vital that a long-term source of recurring revenues be developed and
adequate yearly funding be obtained to provide a quality education to the student demographics which make up our
enrollment. The District is seeking a fair State funding formula that better meets the needs of students, particularly those
who are economically disadvantaged, and those who are English language learners or have special needs. Currently, more
than 80% of the District’s students are from economically disadvantaged families and nearly 20,000 students are receiving
special education services, the largest share of that population statewide. In Fiscal Year 2014 fixed costs are expected to



increase by over $100 million due to higher pensions and healthcare costs, utility expenses, charter school payments and
salaries,

The challenge in Fiscal Year 2014 and beyond, and the intent of the Five-Year Financial Plan, will be to effect permanent
and sustainable changes to structures and programs that cover the on-going increases in fixed charges and inflation in the
years moving forward. Despite significant progress towards expenditure control, the District is assuming lower than
anticipated revenues and higher than anticipated costs than those assumed in the Five-Year Financial Plan which was
adopted in September 2012. These variances will place an even greater burden to achieve structural balance. In Fiscal Year
2014 the District asked the State for $120 million of additional revenues, the City for $60 million and the labor
concessions or reforms of $133 million. To-date, the District has received $45 million from the State, the accelerated
receipt of the $69 million City grant and awaits the result of the continuing labor negotiations and $50 million from the
City.

The District has taken and will continue to take the necessary steps to build the foundation upon which teaching and
learning can grow which includes: continuing to close low performing and underutilized District schools and Charter
schools; seeking revisions to its contracts; expanding high quality seats; and, establishing baseline expectations for all of
its schools.

Many factors are driving the financial challenges the District is facing.

The Local Economy: Although Philadelphia’s economy lagged behind much of the nation over the last year, particularly
when it came to producing jobs, education and medical sectors accounted for nearly one-third of the City’s jobs. During
the period between 2000 and 2010 the population of the City increased from 1,517,550 to 1,526,006 and during this same
period, the population of the Commonwealth increased by 3.4%. In the two years following the 2010 Census, the City’s
population grew by an additional 1.4%, adding an additional 21,601 residents according to the 2012 U.S. Census Bureau
estimates.

Philadelphia has developed an increasingly diverse economy centered on the healtheare industry, higher education,
professional and business services and leisure and hospitality. The City is in the heart of a nine-county metropolitan area
with approximately six million residents making it the country’s sixth largest. Air, rail, highway, and water routes provide
casy access to the area. The City is strategically located on the east coast with easy access to markets, resources,
government centers, and transportation. The City is experiencing a revival of construction with over 45 major projects
under construction concurrently, representing over $3.1 billion in combined public and private investment. Higher
education and healthcare institutions are currently the most engaged in development.

As a major urban center with a rich historical legacy, Philadelphia is increasingly gaining national recognition for its
cultural and recreational resources, which include the many tourism assets concentrated within city limits. Expansion of
the Convention Center in 2011 increases the City's appeal as a tourist destination. Over 2.9 million room nights were sold
in Center City in 2012, making it an all time high; this trend is projected to continue with a projected five percent growth
from 2012 to 2018. The City is rich in history, art, architecture, and entertainment. World-class cultural and historic
attractions include the Philadelphia Museum of Art (which houses the third largest art collection in the United States), the
Philadelphia Orchestra, the Academy of Music, the Pennsylvania Ballet, the Constitution Center, the Kimmel Center,
Pennsylvania Academy of Fine Arts, Franklin Institute, Mann Music Center, Opera Company of Philadelphia, the Rodin
Museum and the recent addition of the Barnes Foundation Museum. The South Philadelphia sports complex is home to the
Philadelphia 76ers, Flyers, Phillies, and Eagles. The City also offers its residents and visitors America’s most historic
square mile, which includes Independence Hall and the Liberty Bell, as well as Fairmount Park and the nation’s first zoo.
In 2011, Travel and Leisure magazine ranked Philadelphia as the number one City for arts and culture in the U.S.

The City is a center for health, cducation, and science facilities with the nation’s largest concentration of healthcare
resources within a 100-mile radius. The City is one of the largest health care and health care education centers in the
world, and a number of the nation’s largest pharmaceutical companies are located in the Philadelphia area. Children’s
Hospital of Philadelphia is ranked number one in U.S. children’s hospitals.

The area has the second largest concentration of students on the east coast with eighty higher education degree granting
institutions and a total enrollment of over 300,000 students. The undergraduate and graduate programs at these institutions
help provide a well-educatcd and trained work force to the Philadelphia community.



Philadelphia continues to experience unemployment at a higher rate than the national average. The City’s and region’s
economies are diversified, with strong representation in the health care, government and education sectors bul without the
dominance of any single employer or industry. The 2012 unemployment rate for the Philadelphia Metropolitan area was
8.5% compared to the national average of 8.1% which represents a 3.2% decrease from 2008 to 2012, The unemployment
rate for the City was 10.8% for 2012. The City has one of the highest poverty rates, 28.4% and one of the lowest
household medium incomes, $34,207, among all major cities and the incidence of crime remains relatively high.

Accounting Pronouncements: Effective for Fiscal Year 2013, the School District has implemented three new
Government Accounting Standards Board (GASB) Statements, GASB Numbers (Nos.) 61, 62, and 63.

GASB 61, The Financial Reporting Entity: Omnibus — an amendment of GASB Statements No. 14 and No. 34 amended
the criteria for reporting component units as if they werc part of the primary government (that is, blending) in certain
circumstances. It added the requirement that (1) the primary government and the component unit have a financial benefit
or burden relationship or (2) management (below the level of the elected officials) of the primary government have
operational responsibility for the component unit. The School District’s financial statements for Fiscal Year 2013 reflect
this amendmeunt in accounting principle for classifying the Intermediate Unit as a blended component.

GASB 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and
AICPA Pronouncements incorporated pronouncements which do not conflict with or contradict GASB pronouncements
into the GASB’s authoritative literature. This change was considered in the preparation of the School District’s financial
statements for Fiscal Year 2013.

GASB 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position
provided guidance for reporting deferred outflows of resources, deferred inflows of resources, and net position in a
statement of financial position and related disclosures. It defined amounts required to be reported as deferred outflows and
inflows of resources, It required the “Statement of Net Position™ to include all assets, deferred outflows of resources,
liabilities, deferred inflows of resources, and net position. This change was reflected in the preparation of the School
District’s comprehensive annual financiat statements for Fiscal Year 2013.

Long-term Debt. As of June 30, 2013, the School District’s outstanding principal amount of general obligation bonds and
lease rental indebtedness was $3.3 billion.

The SRC adopted a Debt Policy on February 18, 2009. The debt management policies are written guidelines that affect
the amount and type of debt issued by the School District, the issuance process, and the management of a debt portfolio.
The goal of the debt management policy is to improve the quality of decisions, provide justification for the structure of
debt issuance, identify policy goals, and demonstrate a commitment to long-term financial planning, including a multi-
year capital plan. Adherence to a debt management policy signals to rating agencies and the capital markets that a
government is well managed and can be expected to meet its obligations in a timely manner.

According to the Local Government Unit Debt Act, and as further stated in the Debt Policy, the School District must
establish serial maturities or sinking fund installments for each bond issue that achieve, as nearly as practicable, level debt
service within an issue or overall debt service within a particular classification of debt. The School District has never
defaulted in the payment of debt service on any of its bonds, notes or lease rental obligations.

Almost all outstanding bonds issued prior to 2010 (exeept for its Qualified Zone Academy Bonds and Qualified School
Construction Bonds) were insured and carried among the highest credit ratings in the industry from Standard & Poor’s
Rating Services, Moody’s Investors Serviee and Fitch IBCA. The School District when issuing bonds, thereafter, has
relied on the enhanced security that the State [ntercept Program provides, The State intercept ratings are Aa3 with a stable
outlook from Moody’s, A+ with a stable outlook from Standard & Poor’s and AA- with a negative outlook from Fitch.
Moody’s and Fitch provide underlying ratings for the School District which are Ba2 and BB both with negative outlooks,
respectively. Standard & Poor’s only provides a rating based upon State Intercept Program for the School District.

On November 28, 2012 the School District issued $264,995,000 of State Public School Building Authority, School Lease
Revenue Bonds to pay certain operating expenses of the School District.

Initiative to Increase Local Tax Collections: Local tax rates for the School District are authorized by the City Council.

The City of Philadelphia collects the following current and delinquent taxes for the School District: the Real Estate Tax;
the Liquor by the Drink Tax; the School Income Tax; and the Use & Occupancy Tax, These taxes represent about 31.4%

_6-



of the Fiscal Year 2013 overall revenues. The City has focused its attention on improving the collections of all taxes by
establishing a Chief Collections Officer and appointing a new Revenue Commissioner.

Awards and Acknowledgements

The Government Finance Officers Association (“GFOA”) awarded a Certtificate of Achievement for Excellence in
Financial Reporting to the School District for its Comprehensive Annual Financial Report for each fiscal year beginning in
1984 up to and including 2012. Similarly, the Association of School Business Officials International (“ASBO™) awarded a
Certificate of Excellence to the School District for its Comprehensive Annual Financial Report for each fiscal year
beginning in 1985 up to and including 2012, In order to be awarded a Certificate of Achievement or a Certificate of
Excellence (collectively “Certificates™), a government unit must publish an easily readable and efficiently organized
Comprehensive Annual Financial Report, the contents of which must satisfy both generally accepted accounting principles
and applicable legal requirements.

The Certificates are valid for a period of one year only. We believe our current Comprehensive Annual Financial Report
continues to meet legal requirements and all applicable mandates and guidelines. Consequently, the School District is
submitting it to both GFOA and ASBO respectively to determine its eligibility for additional certificates for Fiscal Year
2013,

The preparation of this Comprehensive Annual Financial Report was made possible by the dedicated service of the entire
staff of certain business and financial offices, especially the Office of General Accounting. We express our sincere
appreciation to all participants who assisted in and contributed to the preparation of this report. We also thank the Office
of the City Controller for their cooperation, support and continued assistance.

Respectfully submitted,

William R. Hite, Jr.,, Ed.D.
Superintendent and Chief Executive Officer
School District of Philadelphia
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Chief Financial Officer
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SCHOOL DISTRICT OF PHILADELPHIA, PENNSYLVANIA
COMPREHENSIVE ANNUAL FINANCIAL REPORT

AS OF THE FISCAL YEAR ENDING JUNE 30, 2013

List of Principal Officials of the School District

School Reform Commission

Pedro A. Ramos, Esq., Chairman
Lotene Cary, Member
Feather Houstoun, Member
Joseph A. Dworetzky, Esq., Member
Wendell E. Pritchett, Member

School District of Philadelphia

William R. Hite, JR., Ed.D.
Superintendent and CEO

Paul Kihn
Deputy Superintendent

Michael A. Davis
General Counsel

Naomi Wyatt
Chief Talent Officer

Matthew E. Stanski
Chief Financial Officer

Karyn T. Lynch
Chief of Student Services

David M. Hardy
Chief of Academic Supports

Melanie S. Harris
Chief Information Officer
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CITY OF PHILADELPHIA

OFFICE OF THE CONTROLLER ALAN BUTKOVITZ
1230 Municipal Services Building City Controlier
1401 John F. Kennedy Boulevard

Phitadelphia, FA 19102-1679 GERALD V. MICCIULLA
{215) 686-6680 FAX (215) 686-3832 Deputy City Controlter

INDEPENDENT AUDITOR’S REPORT

To the Chair and Members of
The School Reform Commission of the
School District of Philadelphia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the School District of Philadelphia, Pennsylvania
(School District), a component unit of the City of Philadeiphia, Pennsylvania, as of and for the year ended June 30,
2013, and the related notes to the financial statements, which collectively comprise the School District’s basic
financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or crror.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statenents. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonabieness of
significant accounting estimates made by management, as well as evaluating the overall financial statement
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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CITTY OF PHILADEULTPHTIA
OFFICE OF THE CONTROLLER

Opinions

In our epinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the School District, as of June 30, 2013, and the respective changes in financial
position, and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Changes in Accounting Principles

As discussed in Note 1.C. to the financial statements, in 2013 the School District adopted the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, Additionally, as
discussed in Note 1.D.(12) to the financial statements, in 2013 the School District adopted the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 63, Finacial Reporting of OCutflows of
Resources, Deferred Inflows of Resources, and Net Position.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 16 through 32, and thc major funds budgetary comparison schedules, the other
postemployment life insurance benefits schedule of funding progress, and the related notes to required
supplementary information on pages 88 through 92 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures
to the required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statentents. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Supplementary and Other Information

Qur audit for the year ended June 30, 2013 was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the School District’s basic financial statements. The accompanying Other
Supplementary Information for the year ended June 30, 2013, as listed in the table of contents, is presented for
purposes of additional analysis and is not a requived part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The Other Supplementary Information has been subjected to
the auditing procedures applied in the audits of the basic financial statements for the year ended June 30,2013, and
certain additional procedures, including comparing and reconciling such information directly to the underiying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the Other Supplementary Information as listed in the table of contents is fairly
stated, in all material respects, in relation to the basic financial statements as a whole for the year ended June 30,
2013,

The other information, including the Introductory Section and the Statistical Section, as listed in the table of contents
is presented for the purpose of additional analysis and is not a required part of the basic financial statements. Such
information has not been subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we do not express an opinion or provide any assuratice on it.

We also previously audited, in accordance with auditing standards generally accepted in the United States of
America, the School District’s basic financial statements as of and for the year ended June 30, 2012 (not presented
herein), and have issued our report thereon dated February 11, 2013, which contained unmodified opinions on the
respective financial statements of the governmental activities, the business-type activities, each major fund, and the
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aggregate remaining fund information. The 2012 amounts included in the Comparative Schedule by Source of
Capital Assets Used in the Operation of Governmental Funds for the year ended June 30, 2012 are presented for
purposes of additional analysis and are not a required part of the basic financial statements. Such information s the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the 2012 financial statements. The 2012 amounts included in the Comparative Schedule by
Source of Capital Assets Used in the Operation of Governmental Funds have been subjected to the auditing
procedures applied in the audit of the 2012 basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
those financial statements or to those financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the 2012 amounts
included in the Comparative Schedule by Source of Capital Assets Used in the Operation of Governmental Funds
are fairly stated in all material respects in relation to the basic financial statements as a whole for the year
ended June 30, 2012.

GVl

GERALD V. MICCIULLA, CPA
Deputy City Controller
Philadelphia, Pennsylvania
February 19, 2014

_15-



Management’s Discussion and Analysis
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SCHOOL DISTRICT OF PHILADELPHIA
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2013

INTRODUCTION

As part of the Financial Section of the Comprehensive Annual Financial Report (“CAFR™), the Management’s
Discussion and Analysis narrative (“MD&A™) is an important element of the reporting model adopted by the
Governmental Accounting Standards Board (*"GASB?”) in their Statement No. 34, Basic Financial Statements and
Management's Discussion and Analysis for State and Local Governments, issued in June 1999,

This section of the CAFR represents management’s discussion and analysis of the School District of Philadelphia’s
{(“School District”) overall financial performance during the Fiscal Year that ended June 30, 2013. The intent of
this narrative discussion and analysis is to provide readers with brief explanations of the types of presentations that
set forth the School District’s basic financial statements, results of operations, long-term debt activity and
significant variations from the original adopted and final amended budgets pertaining to certain major funds.

The School District presents comparative financial information between the current and prior fiscal years in its
MD&A in an effort to illustrate its overall financial performance and condition. The MD&A is intended to help
the reader identify the reasons for changes in net position, expenses, revenues and fund balances from the prior
fiscal year. The MD&A is also designed to assist the reader with identifying significant financial issues,
identifying changes or any matcrial deviations from the School District’s prior financial position, and identifying
any individual fund issues or concerns. As such, this section should be read in conjunction with and as a
complement to the School District’s Letter of Transmittal located at the front of this CAFR and the financial
statements which immediately follow.

FINANCIAL HIGHLIGHTS

For eleven years, the School District has been operating under the governance of the School Reform Commission
following the declaration of financial distress by the Secretary of Education of the Commonwealth of Pennsylvania
in December of 2001. Since that time, the School Reform Commission has helped to realign and reallocate
resources, amend school policies and procedures, develop achievement plans and implement district-wide reforms
in an effort to improve both the quality of education and administrative efficiency.

Several key financial highlights for Fiscal Year 2013 include, but are not limited to, the following;

e Total revenues for the governmental funds were $2.8 billion. A little over one third of total revenues
are received from the PA Basic Education Subsidy (BES). A little over one third of the District’s
revenues are from the collection of local taxes and local non-tax sources. The remaining little under
one third represents subsidies and grants awarded and appropriated by Pennsylvania state
governmental entities and agencies; as well as recurring federal grants and subsidies with the state
representing slightly more than the federal components.

+ Total expenditures for the governmental funds were $3.1 billion. Approximately ninety seven
percent (97%) of all expenditures were incurred for instructional services, direct student-related costs
and expenditures and services directly benefitting students and schools such as transportation,
utilities and debt service for school renovations and construction. A significant portion of
expenditures are fixed and/or mandated by regulatory and contractual obligations (e.g., salary
increases per the Collective Bargaining Agreements, mandated pension plan contributions, debt
service costs, and charter school per pupil payments).
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+« At the end of the current fiscal year, total net position was ($1,600.9) million resulting from an
excess of liabilities over assets. Bonds payable and premiums on general obligation bonds and other
unfunded labilities, such as the incurred but not reported (IBNR) claims related to the self insurance
medical plan, severance payable, workers compensation, derivative instruments and other contingent
liabilities are the primary long-term liabilities impacting this balance.

+  The Operating Fund is made up of the General Fund, the Debt Service Fund and the Intermediate
Unit Fund. The fiscal year 2013 ending Operating Fund balance is $58.4 million, as restated for
GASB 54 which became effective for fiscal year 2011, Of the total 558.4 million fund balance for
the Operating Fund at June 30, 2013, $18.9 million is non-spendable or encumbered for existing
purchase commitments, leaving an ending budgetary fund balance of $39.5 million.

»  Under bond covenants, the School District is required to set aside with our fiscal agent from daily
local revenue receipts amounts sufficient to meet debt service obligations due at future dates. At year
end, the sinking funds in our fiscal agent’s custody totaled $98.1 million from the School District to
pay obligations for the next fiscal year.

Financial results for Fiscal Year 2013, compared to Fiscal Year 2012, are the result of several factors and events;
the most significant include, but are not limited to:

« Total revenues for the governmental funds increased by $40.4 million compared to Fiscal Year 2012,
This was primarily the result of local tax and non tax revenues and state grants and subsidies. Local
revenue increases of $44.2 million were generated mostly from taxes consisting of real estate, use
and occupancy, school and liquor sales taxes, and various local revenue contributions primarily from
the City and the Parking Authority. State grants and subsidies increased by $40.6 million primarily
due to pension plan reimbursements and the PA Accountability Block Grant. Whereas federal prants
and subsidies decreased by $44.4 million primarily due to the end of stimulus funds coupled with
the end of the Department of Labor Grants, changes in ACCESS reimbursements and [ederal grant
sequestration cuts.

= Total expenditures for the governmental funds increased by $221.6 million compared to Fiscal Year
2012. These expenditure increases were caused by increases of $78.6 million in instructional,
student support services, administrative support, pupil transportation costs, operation and
maintenance of plant services, and early childhood; a $61.2 million increase in charter school
expenses, a $92.3 million increase in long term debt costs; offset by $10.5 million less in
expenditures in the Capital Improvement Plan (CIP).

«  The Debt Service Fund is a separate governmental operating fund established for the accumulation
of resources to pay bond principal and interest, and for payment of other associated costs. The
variance in the net change in the debt service fund balance was a $26.0 million decrease from Fiscal
Year 2012 to Fiscal Year 2013, This change reflects: a net increase of sources of financing of $66.3
million primarily due to increase tax revenues and state subsidies of $66.2 million, an increase in
financing issuance costs of $0.5 million, an increase in the sale of capital asset proceeds of $0.3
million and a decrease in other revenue and financing for annual bank fees and refunding proceeds of
$0.7 million, offset by a net increase of expenditures of $92.3 million resulting from larger principal,
interest and authority obligation payments of $92.7 million, a reduction in administrative and fixed
swap expenses of $0.6 million and an increase in variable rate payments and issuance costs of $0.2
million.

¢  The Operating Fund balance of $58.4 million as of June 30, 2013 reflects a $59.1 million increase
from the Fiscal Year 2012 balance. This balance, which includes $14.0 million of encumbrances for
the General and Intermediate Funds, $4.1 million in food service charges and $0.9 million of General
Fund inventories, is primarily the result of several factors: 1) higher revenues and other sources due
to $301.9 million in deficit financing offset by 2) a significant increase in charter school per pupil
payments due to higher enrollments and increases in per student payments, 3) steep reductions in
personnel and other costs as a result of ongoing cost-cutting efforts, and 4} the ongoing effects of the
elimination of stimulus funding and reduction of state funding.
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USING THIS COMPREHENSIVE ANNUAL FINANCIAL REPORT

This Financial Section of the CAFR generally consists of three parts: (1) Management’s Discussion and
Analysis; (2) a series of Financial Statements and Notes to those statements; and (3) Required Supplementary
Information. The financial statements are organized to first provide an understanding of the fiscal performance of
the School District as a whole. The financial statements are then later organized to provide a detailed look at the
School District’s specific financial activities.

District-Wide Statements

The Statement of Net Position and the Statement of Activities are financial statements that provide information
concerning the overall activities of the School District while also presenting a long- term view of the School
District’s finances. These statements utilize the accrual basis of accounting and the economic resources
measurement basis which is similar to the accounting methods used in most private sector companies. For
example, full accrual accounting recognizes the financial effects of events when they occur without regard to the
timing of cash flows related to those events.

The School District’s assets, liabilities and net position arc detailed in the Statement of Net Position. From this
statement, the reader can identify what assets the School District owns, what debt is outstanding and the nature of
the remaining net assets. This information is used to assess the School District’s ability to cover operating costs
and finance those services in the future as well as its remaining borrowing capacity. This statement can also be
used to determine how much of the School District’s net assets can be used as collateral to fund new services,
programs or special initiatives as compared to how much is either currently invested in capital assets or restricted
for specific purposes.

While the Statement of Net Position provides the reader with a long-term view of the School District’s financial
condition, the Statement of Activities contains detailed information pertaining to the School District’s direct costs
of providing services (i.e., expenses) and the resources used to fund those services (i.¢., revenues). This
presentation is also used to identify the costs of various services and functions and the extent to which those
services are able to cover their own costs with, for example, user fees, charges and grants, as opposed to being
financed with gencral revenues. Moreover, the statement provides comparative data regarding whether or not the
financial status of the School District has improved or deteriorated during the reported fiscal year.

Fund Financial Statements

Principally, fund financial statements provide the reader with more detail concerning current operations than the
district-wide financial statements by providing the reader with detailed information and data regarding the School
District’s major governmental funds: General, Intermediate Unit, Categorical, Debt Service and Capital Projects.
From these statements, the reader can understand how services were financed on a short-term basis as well as what
funding remains available for future spending to cover those services.

In contrast to district-wide financial statements, the fund financial statements utilize the modified accrual basis of
accounting and the current financial resource measurement basis. Under modified accrual accounting, the fund
recognizes revenues when they become available and measurable and expenditures when the liability is incurred
and measurable, except for long-term debt and obligations which are recognized as they become due. Modified
accrual accounting measures cash and all other financial assets that can be readily converted to cash and, as such,
provides a more detailed short-term view of the School District’s gencral opcrations.

Fiduciary Responsibilities

The Statement of Fiduciary Net Position presents financial information which captures activities where the School
District acts solely as an agent for the benefit of employees, students and/or parents. These types of activities are
excluded from the district-wide financial statements since the School District cannot use these assets to finance its
operational needs. As such, the School District is legally responsible for ensuring that the assets reported in these
funds and statements are used for their intended purposes. The School District is and acts as a trustee for the
Fiduciary Funds.
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V.

REPORTING BY THE SCHOOL DISTRICT AS A WHOLE

As previously mentioned, the Statement of Net Position and the Statement of Activities provide the financial status
and operating results of the School District as a whole. The data presented in these statements provide the reader
with insight as to how the School District performed financially in Fiscal Year 2013, These two statements report
the School District’s net position and any changes in net position which are shown on Table 1 and Table 2 below.
In addition, the information reveals whether the financial position of the School District has improved or
deteriorated during the fiscal year as compared to the prior fiscal year.

Net Position

Table 1 provides a summary of the School District’s net position as of June 30, 2013. A more detailed Statement
of Net Position can be found on page 34 of the Basic Financial Statement section:

Net Position
As of Junc 30, 2013
(Dollars in Millions)

Table 1
Governmental Business-Type
Activities Activities Total

Assets 2013 2012 2013 2012 2013 2012
Current & Other Assets 3 606.8 3 6288 $ 0.6 $ 67 3 607.4 $ 635.5
Capital Assets 19111 1,9563 2.1 235 1,9132 1,958.8
Total Assets $ 25179 $ 25851 $ 27 $ 9.2 s 2,5206 $ 2,5943
Liabilities

Long-Term Liabilities $ 37920 $ 36947 $ 2.7 13 28 $ 3,794.7 § 3,697.5
Other Liabilities 3239 3227 2.9 10.7 326.8 333.4
Total Liabilities $ 41159 $ 40174 3 5.6 $ 135 S 4,1215 $ 4,030.9

Net Position
Net Investment in Capital Assets - § (238.2) 52110 $ 2.1 $ 25 5 (236.1) 5 (2085

Restricted 1232 134.5 ; - 1232 134.5
Unrestricted S (1483.0) (1,3558)  §  (5.0) (6.8) {1.488.0) (1,362.6)
Tota) Net Position $ (15980) 8 (1.4323) 5 (29 8 (43 0§ (1,6009) $ (1.436.6)

For the Fiscal Year ending June 30, 2013, the School District’s total net position was ($1,600.9) million. This
negative net position amount is cumulative and represents the accumulated results of all prior fiscal year operations
of which ($1,488.0) million is unrestricted. This balance also reflects a decrease of $164.3 million from Fiscal
Year ending June 30, 2012. This decrease was primarily caused by a decrease in capital assets of $45.6 million and
a decrease of $29.3 million in cash and investment items, decrease in employee related liabilities of $95.4 millien
offset by an increase in bond related debt of $196.6 million.

Moreover, restricied assets are reported separately to show legal constraints from covenants and enabling
legislation when applicable that limit the School District’s ability to use those funds to cover daily operations.

Changes in Net Position

The Statement of Activities presents the School District’s revenues and expenses in a programmatic format. For
each activity, the statement presents gross expenses, offsetting program revenues and the resulting net cost of each
general activity. Since a large portion of the School District’s revenues are general or otherwise not associated
with or dedicated to providing any specific program, each activity in the statement displays either a deficit (i.e., net
cost of operating the activity) or a surplus (i.e., net profit of operating the activity).

The results of this year’s operations as a whole are reported in the Statement of Activities on page 35 of the Basic
Financial Statement section. Table 2 summarizes the data from that presentation:
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Changes in Net Position
Fiscal Year Ended June 30, 2013
(Dollars in Millions)

Table 2
Govermnmental Business-Type
Activities Activities

Revenues 2013 2012 2013 2012
Program Revenues

Charges for Services $ 6.5 $ 1.9 £ 1.6 $ 2.1

Operating Grants & Contributions 865.6 788.5 76.1 773

Capital Grants & Contiibutions 1.0 (0.2) - 0.2
General Revenues

Property Taxes 650.6 6585 - -

Other Taxes 209.1 197.0 - -

Grants & Contributions Not Restricted 100.6 879 - -

State & Federal Subsidies Not Restricted 925.8 969.3 - -

Investment Expense (1.9) 4.2 - -
Total Revenues § 27573 2,707 g 77.7 3 79.6
Expenses
Tnstruction § 21897 $ 20880 £ - 3 -
Student Support Services 1803 181.6 - -
Adpnunistrative Support & Other 118.0 97.7 - -
Interest on Long Term Debt 153.7 139.0 - -
Pupil Transportation 82.0 82.0 - -
Operation & Maintenance 198.8 1972 - -
Farly Childhood Education 02 0.2 - -
Food Service - - 76.1 713
Total Fxpenses § 29227 $ 27857 $ 76.1 $ 77.3
Excess (Deficiency) before Transfers % (165.4) $ (78.6) $ 1.6 $ 23
Transfers 5 (0.3) $ 0.2 5 (0.2) $ 0.2)
Increase/(Decrease) in Net Position $ (165.7) $ (78.4) $ 1.4 3 2.1
Net Position - Beginning 5 (1,432.3) $ (1.3475) § (4.3) $ (6.4)
Pricr Period Adjustment - (6.4) - -
Net Position - Ending $(1,598.0) $ (14323 $ (2.9) $ (4.3)

Cost of Services by Major Functional Expense Category

Table 3 and the accompanying graph illustrate and highlight the net costs incurred by each of the major activities
presented in the School District’s Statement of Activities. For each activity, the statement presents gross expenses
and the resulting net cost, offset by program revenues, of each general activity. The major functional expense
categories are entitled; Instruction, Student Support Services, Operation and Maiuntenance, Administrative Support
and Other, Interest on Long Term Debt, Pupil Transportation, Food Service and Early Childhood Education.
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Cost of Services by
Major Functional Expense Category
Fiscal Year Ended June 30, 2013
(Dollars in Millions)

Table 3
Gross Cost Net Cost

Functional Expense of Services of Services
Instruction $ 2,189.7 $ 1.614.6
Student Support Services 180.3 81.1
Operation & Maintenance 198.8 181.8
Administrative Support & Other 118.0 77.5
Interest on 1.ong Term Debt 153.7 90.5
Pupil Transportation 82.0 4.2
Food Service 76.1 (1.6)
Early Childhood Education 02 -
Total Expenses 3 2,998 8 3 2,048.1

Governmental Activities Net Cost of Services
Fiscal Year Ended June 30,2013
(Dollars in Millions)

$1,800
$1.600
$1,400
$1,200
$1,000
$800
$800
$400
$2§g —— || E—— o

Instruction  Student Support  Operation &  Administrative Interest on Long Pupil
Services Maintenance  Support & Other  Term Debt Transporation

Major Sources of Revenues

The School District’s overall revenues are derived primarily from three sources: (i) state grants and subsidies
totaling 50.2%; (ii) local taxes and non-tax revenues totaling 35.3%; and (iii} federal grants and subsidies totaling
14.5%. The largest component of state subsidies is the basic education funding allocation which the School District
can use to cover any costs associated with the operation of the public school system while the largest component of
local revenue is the levy and collection of taxes such as real estate, business use and occupancy, non-business
income, liquor by the drink and public utility realty. A third source of revenue is both federal and state grants
dedicated to providing specific programs and services.

-21-



Management’s Discussion and Analysis

The following bar graph illustrates the School District’s major sources of revenues for all Governmental Funds for
Fiscal Year 2013:

Revenue Sources
Fiscal Veor Ended Jume 30, 2013

{Dollars m Millions:

31500

31,000 4=

$500
50 -
State Local Taxes Faderal Lecal Non Tax

As previously illustrated in Table 2, most of the School District’s revenues are considered to be general as opposed
to program related. Table 4, provides further detail on the School District’s primary sources of revenue for the
General Fund, Intermediate Unit Fund and Categorical Fund. Total revenues for all Governmental Funds of
$2,770.0 million can be found on pages 40-41 of the Basic Financial Statement Section in the Statement of
Revenues, Expenditures and Changes in Fund Balance.

Revenue by Source and Type
Fiscal Year Ended June 30, 2013
(Dollars in Millions)

Table 4
General Intermediate Categorical
Revenue Source Fund Unit Fund Funds
Local Taxes $ 869.6 $ - $ -
Local Non-Tax 1013 0.5 4.7
State Grants and Subsidies 1,222.3 94.6 72.4
Federal Grants and Subsidies 134 - 386.7
Total Revenue $ 22068 $ 95.1 ) 463.8

MAJOR FUND HIGIILIGHTS

While the School District maintains and accounts for a number of funds, six of these funds are considered major
funds. These funds are the General Fund, Intermediate Unit Fund, Categorical Funds, Debt Service Fund, Capital
Projects Fund and Enterprise Fund.

General Fund

The General Fund serves as the School District’s main operating fund that records all financial activity except for
those transactions which must be specifically accounted for under the other funds, such as the Debt Service Fund.
The General Fund had a negative ending fund balance of $40.8 million on June 30, 2013. For Fiscal Year 2013,
there was an excess of revenues over expenditures of $250.0 million, $301.9 million of deficit financing and
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$480.9 million of other financing uses which together resulted in a $71.0 million positive impact to the ending fund
balance.

Intermediate Unit Fund

The Intermediate Unit Fund is used to account for state appropriations for special education and non-public school
programs as well as certain administrative costs. Programs include Autistic Support, Blind or Visually Impaired
Support, Deaf or Hearing Impaired Support, Emotional Support, Learning Support and Multiple Disabilities
Support while related administrative costs include physical and occupational therapy, special education
transportation, health counseling and sign language interpretation. During Fiscal Year 2013, the Intermediate Unit
Fund had a $0.4 million net decrease in fund balance which resulted in an ending fund balance of $1.0 million at
June 30, 2013.

Categorical Funds

Categorical Funds are used to account for specific purpose federal, state, city or private grants to cover the cosis
of dedicated programs and special initiatives. Categorical Funds had a $3.7 million net increase in fund balance
which resulted in a negative $5.8 million ending fund balance at June 30, 2013. The primary reason for this
increase was that the Fiscal Year 2012 deferred balance of $9.5 million was received during Fiscal Year 2013.
At June 30, 2013, there was $5.8 million still outstanding from grantors and recorded as deferred revenues and
not yet recognized as current revenues under GASB Statement No. 33 guidelines.

Debt Service Fund

The Debt Service Fund is primarily used to account for the School District’s accumulation of resources for the
payment of debt service and bond issuance costs. During Fiscal Year 2013, the Debt Service Fund reflects a
$11.3 million net decrease in fund balance to $98.2 million as of June 30, 2013. Debt Service expenditures of
$258.9 million were offset by interfund transfers of $244.7 million, revenues of $2.6 million and capital asset
sales of $0.3 million.

Capital Projects Fund

The Capital Projects Fund is used to account for financial resources to cover the costs associated with the
acquisition of capital assets and for the construction, modernization, alteration, repair, and improvements to the
School District’s major capital facilities and buildings. During Fiscal Year 2013, capital outlays resulted in a
negative net change of $66.3 million in the capital projects fund which decreased the fund balance as of June 30,
2013 to $103.4 million. New building construction totaling $13.1 million, capital alterations and improvements
totaling $49.1 million, environmental management of $2.9 million, equipment acquisitions totaling $2.8 million
were offset by $1.6 million for revenues and capital assct sales. .

Enterprise Fund

The Enterprise Fund is used to account for the operation of the Food Service Division. The Enterprise Fund had a
negative total net position balance of $2.9 million at the end of Fiscal Year 2013 which reflects a $1.4 million
improvement from the previous fiscal year and was used to pay back the long-term loan to the General Fund.

The financial performance and position of each of the previously discussed major funds and also non-major
governmental funds can be found in the Statement of Revenues, Expenditures and Changes in Fund Balances on
pages 40-41, as well as page 44 for the Enterprise Fund, and are summarized in Table 5 and Table 6 that
immediately follows:
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Excess (Deficiency) of Revenues, Other Financing Sources/Uses, and Over (Under) Expenditures for Major
and Non-Major Governmental Funds
Fiscal Year Ended June 30, 2013
(Dollars in Millions)

Table 5
Fiscal Year Fiscal Year
Fund 2013 2012

General $ 71.0 $ (68.2)
Intermediate Unit 0.4 (1.3}
Categorical 37 45.1
Dcbt Scrvice (11.3) 14.6
Capital Projects (66.3) 83.7
Enterprise 1.4 2.1
Non-Major Governmental - (0.1)

Total Change in Fund Balance $ (1.9) $ 759

Total Fund Balances for Major and Non-Major Governmental Funds
As of June 30, 2013
(Dollars in Millions)

Table 6
Fiscal Year Fiscal Year
Fund 2013 2012
General $ (40.8) $ (111.6)
Intermediate Unit 1.0 14
Categorical (5.8) (9.5)
Debt Service 98.2 109.5
Capital Projects 103.4 169.9
Enterprise (2.9) {4.3)
Non-Major GGovernmental 6.3 6.3
Total Fund Balance $ 159.4 $ 161.7

BUDGETING HIGHLIGHTS

Included in its enabling legislation pursuant to the Philadelphia Home Rule Charter (*Charter™), the School District
is required to adopt an operating budget, a capital budget and a capital improvement program for each fiscal year.
Each budget is based on obligations; the most significant budgeted fund being the General Fund. During the
course of each fiscal year, the operating budget is amended and approved by the School Reform Commission. The
final amended budget incorporates all of the School District’s approved adjustments that were incurred since the
initial advertised or adopted operating budget was issued. While all budgets must be approved by the School
Reform Commission, the Charter atso requires the governing body to levy taxes annually, within the limits
authorized by the Pennsylvania General Assembly and the Philadelphia City Council, respectively, in amounts
sufficient to provide funds to cover operating expenses and debt service charges. The Philadelphia City Council
annually holds hearings to determine the level of local tax funding for the School District.

The capital budget is prepared as part of a six-year capital improvement program, of which, the first year of the
program is the budget for the current fiscal year. All proposed expenditures included in the School District’s
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Capital Improvement Program require the authorization and approval of the School Reform Commission on a
project by project basis.

Since the School District is a service-oriented organization, it is labor intensive, Consequently, a substantial
portion of its operating expenditures involve personnel costs and related employee benefits. Personnel costs
principally encompass the costs of instructional staff (teachers), school support staff, administrative staff, custodial
and maintenance staff and transportation staff. Staffing patterns and salary costs are largely determined by school
enrollment levels, collective bargaining agreements, state mandates and policies set by the School Reform
Commission. Costs related to contracted services, such as materials, books, instructional aids and equipment, are
also primarily related to enrollment levels and certain new program initiatives. All costs are sensitive to general
inflation levels.

General Fund Budget

For Fiscal Year 2013, the final budgeted General Fund revenue was $86.5 million lower than the original May
2012 adopted budget. This resulted primarily from a $72.8 million decrease in state revenue (a $31.7 million
increase in Social Security & Retirement revenue offset by a $104.5 million decrease in other state revenues), a
decrease of $17.6 million in Current City taxes, a $6.8 million decrease in Delinquent City taxes, offset by a $10.7
million net increase in local non tax and federal revenues. Across the General Fund and the Intermediate Unit, total
State revenues only decreased by $14.2 million from the original May 2012 adopted budget. The $72.8 million
decrease in the State revenues in the General Fund alone resulted from the inclusion of the Governor’s proposed
Student Advancement Education Block Grant (SAEBG) in the May 2012 adopted budget. The SAEBG would
have shifted revenues from the Intermediate Unit to the General Fund. The General Assembly did not adopt the
SAEBG proposal and this resulted in revenues returning to the L.U. from the General Fund in the final General
Fund budget.

The anticipated obligations in the final General Fund budget represented a decrease of $6.0 million over the
original adopted budget. This decrease resulted primarily from the following changes in budgets: 1) $30.4 million
reduction in salaries, 2) a $23.6 million increase in benefits budgets (primarily driven by increased Termination
pay), and 3) a $0.8 million increase in all other expenditure budgets.

The anticipated Other Financing Sources/ (Uscs) in the final General Fund budget were $330.3 million favorable
over the original adopted budget. This is due primarily to a $301.9 million bond issuance initiated after the
adoption of the Fiscal Year 2013 budget and a $29.0 million increase in financing uses.

The General Fund ending fund balance variance from the final budget at June 30, 2013 is a positive $30,7 million,
Of this amount, a net $17.9 million is not available for appropriation because it is reserved for medical self
insurance, encumbrances and a change in inventory reserve. The remainder is due to $2.5 million in decreased
revenues, $1.2 million increase in net sources and a decrease of $14.1 million in obligations.

Actual General Fund revenues of $2,206.8 million are $2.6 million less than those estimated in the final General
Fund budget of $2,209.4 million. Actual General Fund obligations totaling $1,958.9 million were $14.1 million
lower than estimated in the final budget of $1,973.0 million. Other financing sources/uses of $179.7 million were
$1.2 million lower than the final budget and the $15.4 million favorable difference between the final budget and
actual beginning fund balance is due to medical and other reserves not available for appropriation.

The actual ending General Fund balance at June 30, 2013 of a negative $40.8 million was $30.7 million favorable
from the final budget ending balance of a negative $71.5 million.

Table 7 presents a summary comparison of the General Fund’s original and final operating budgets with actual
performance as can be seen in more detail in the General Fund Budgetary Comparison Schedule on page 88 of the
Required Supplementary Information section:
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General Fund Budget Comparison
Fiscal Year Ended June 30, 2013
(Dollars in Millions)

Table 7
Budget Variance vs

Original Final Actual Final Budget
Total Revenues $ 22959 5 22094 $  2,200.8 $ (2.6)
Total Obligations 1,979.0 1,973.0 1,958.9 14.1
Total Other Financing Sources/{Uses) (511.2) (180.9) (179.7) 1.2
Net Change in Fund Balance (194.3) 55.5 68.2 12.7
Fund Balance Beginning of Year (129.8) (127.0) (LL1.6) 15.4
Change in Reserves - - 2.6 2.6
Fund Balance End of Year $ (324.1) $ (71.5) 3 (40.8) 3 30.7

During Fiscal Year 2013, the School District incurred a number of variances compared to the final General Fund
budget including, but not limited to:

¢ Revenues had a $2.6 million unfavorable variance due primarily to a $4.2 million unfavorable variance in
Current Local taxes (primarily in real estate and U&OQ taxes), offset by a $1.6 million favorable variance
in Delinquent taxes.

e Obligations were $14.1 million less than budgeted primarily due to $2.9 million favorable variance in full
time salarics, $3.1 million favorable variance in non fulltime salaries, and an $8.5 million favorable
benefit variance

e  (Other Financing Sources/ (Uses) were $1.2 million faverable from the final budget. Uses of funds
were $1.8 million unfavorable to the final budget due to a $2.1 million lower than budgeted intra-
Operating fund transfers offsct by general fund sources that were $0.6 million lower than budgeted and a
$0.3 million higher than budgeted charge for local share,

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As of the end of Fiscal Year 2013, the School District had $3,498.7 million invested in capital assets. Over the
years, these assets have depreciated by $1,585.6 million leaving a carrying value of $1,913.1 million. This
represents a decrease of $45.7 million over the Fiscal Year 2012 ending balance. Table 8 represents Net Capital
Assets. Refer to Note 4C, page 68 for additional information.
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Net Capital Assets
As of June 30, 2013
(Dollars in Millions)

Table 8
Governmen tal Rusiness-Type
Activities Activities
Capital Asset Category 2013 2012 2013 2012
Land $ 1323 $ 131.8 $ - $ -
Buildings, Improvements & Intangible Assets 1,667.1 1,669.3 - -
Personal Property 83.6 97.0 2.1 25
Construction In Progress 28.0 58.2 - -
Total Net Book Value $ 19110 $ 1,956.3 3 2.1 3 25

Debt Administration

The School District is a component unit of the City of Philadelphia (“City™) for financial reporting purposes only
and the debt that is incurred is not considered the debt of the City. The School District issucs debt in the form of
bonds to be used for the acquisition of land and equipment purchases, construction purposes and notes to cover its
short-term cash flow needs.

The Statement of Net Position includes deferred debt issuance costs, deferred refunding charges, bond premiumes,
bond discounts, and bonds payable which are amortized over the life of the issued or refunded bonds.

On November 2§, 2012, the District issued $265.0 million of School l.ease Revenue Bonds with a premium of
$36.9 million. These bonds are 20-year fixed rate lease revenue bonds issued through the State Public School
Building Authority (SPSBA) to fund the deficit. The total of $301.9 million represents the aggregate proceeds of
the sale.

Table 9, below, shows a summary of all long-term obligations outstanding:

Long-Term Obligations Outstanding
As of June 30, 2013
(Dollars in Millions)

Table 9
Governmental Business-Type
Activities Activities
2013 2012 2013 2012
Total Bonded Debt $ 32600 §  3.0675 $ - 3 -
Emplovee Related Obligations 348.0 441.1 2.7 2.8
Due to Other Governments 453 453 - -
Other 138.7 140.8 4.1 7.1
Total L.ong-Term Obligations Outstanding $ 03,7920 $ 36947 $ 6.8 $ 9.9

The Total Long-term Obligations OQutstanding for governmental activities increased by $97.3 million. This
includes an increase in bonded debt of $192.5 million with a corresponding decrease in employee obligations of
$93.1 million. All other long-term obligations decreased by $2.1 million. Refer to Note 4D(2), pages 69-74 for
additional information.
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FUTURE CHALLENGES FOR THE SCHOOL DISTRICT

Current Financial Situation

The School District ended Fiscal Year 2013 with a positive operating fund balance of $38.4 million as defined and
in accordance with GASB 54 (a negative $40.8 million in General Fund balance, $1.0 million in Intermediate Unit
Fund balance and $98.2 million in Debt Service Fund balance). GASB 54 requires reporting to reflect expendable
and non-expendable categories and amounts which are considered restricted, committed, assigned or unassigned.
The $58.4 million includes $14.0 million of encumbrances for the General and Intermediate Unit Funds, $4.0
million in loans to the Food Service Fund and $0.9 million of General Fund inventories. The ending budgetary
operating fund balance is $39.5 million once those items are accounted for. The School District was able to
achieve a positive operating fund balance taking into account $301.9 million of proceeds from a lease/leaseback
financing used to fund working capital. In Fiscal Year 2013 the one-time gap closing measures and discretionary
spending cuts made in the previous two fiscal years were no longer available, and therefore, spending reduction
options were even more limited. The financial picture was further adversely impacted by the gap between revenues
and rising mandated, non-discretionary expenditures, such as increases in PSERS pension contributions, charter
school payments, salary expenditures and health care benefits costs.

As of December 31, 2013, the School District is projecting a negative $28.7 million fiscal year ended June 30,
2014 budgetary operating fund balance, compared to the adopted Budget for the Tiscal Year ending June 30,
2014 which projected a 30 ending fund balance. The budget shortfall is primarily due to increases in three
expenditure areas: 1) charter school enrollments and payments, 2) mandated special education payments, and, 3)
contracted services for transportation. Five major cost drivers: 1) charter payments, 2) special education, 3)
maintaining class sizes of 30:1 and 33:1, 4) public, non-public and charter school transportation costs, and 5) debt
service, comprise 75% of the School District's operating budget. New recurring revenues and relief from non-
discretionary cost increases are essential. The carry forward of the Fiscal Year 2013 operating surplus and the
realization of cost saving measures that closed the budget gap include: 1) the closing of 24 underutilized and low
performing schools; 2) the dramatic reduction in services to schools and students; 3) the temporary suspension of
the Pennsylvania School Code to allow cost saving initiatives to be implemented, such as the capping of charter
school enrollments; 4) the layoff of 3,800 employees followed by the reinstatement of 1,600 employees as a result
of additional revenues; and, 5) the implementation by the City of improved school tax collection initiatives have
had a positive impact on balancing the Fiscal Year 2014 budget. The School District is in negotiations for new
contracts with its largest unions which will provide personnel cost savings in future fiscal years. One of the unions
has filed numerous grievances, some related to the suspension of the School Code, as well as for other contractual
issues.

Impact of No Child Left Behind and Charter Schools

One major cost driver that affects School District spending is implementing the requirements of “No Child Left
Behind” (“NCLB”). As part of “NCLB,” students in underperforming schools must be given the option to transfer
to another public school that is not underperforming,.

In addition to the school choice options required under “NCLB,” the School District in 2013 supported 84 Charter
Schools where any student may apply to attend. Funding Charter Schools, as required by the Pennsylvania Charter
School Law, Act 22 of 1997 has had a significant fiscal impact on the School District since its passage.

Charter Schools remain highly dispersed geographically, with the students enrolled in Charter Schools not all
coming from the same classroom, grade level or even from the same school or neighborhood. Therefore, given
these realities, the School District has been unable to make dollar-for-dollar reductions in cost areas such as the
number of principals, custodians and bus drivers it employs overall. Additionally, approximately thirty percent
(30%) of Charter School students have come from private or parochial schools for which the School District did
not provide education previously. Therefore, the revenues for these student costs were not provided to the School
District in prior years, but are now a part of the Charter School system for which the School District has to provide
per pupil payments. In Fiscal Year 2013, the School District paid charter schools on a per pupil basis $8,064.15
for a regular education student and $19,831.32 for a special education student. The School District’s Charter
School expenditures increased by about $61.2 million over the prior fiscal years. Fiscal Year 2013 was the second
year the State did not provide any Charter School reimbursement. At its highest level of reimbursement, the State
provided $109.5 million in Fiscal Year 2011, As a result, the impact of Charter Schools to the District’s operating
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budget has increased both due to increases in Charter School costs driven by increased enrollments and per pupil
costs and decreases in State Reimbursement.

“NCLB" also mandated that all teachers of core academic subjects must be considered "highly qualified” by 2006.
To meet this standard, all teachers must be fuily certified and/or licensed by the state; hold at least a bachelor's
degree from a four-year institution; and demonstrate competence in each core academic subject area they teach. By
the end of Fiscal Year 2012, 90.7% of the teachers in the School District were considered highly qualified,
and 99.2% were considered fully certified. Due to recruitment and retention strategies, on-going professional
development, and staffing process improvements, the percentage of highly qualified teachers of core academic
subjects was raised to 93.9% and the number of fully certified teachers was 98.9% in Fiscal Year 2013.

Academic Achievement

The major focus for the district this past fiscal year was to establish a foundation to improve the academic
outcomes of all students. This intentional shift was made in light of the rigors of the Common Core and the
understanding of what drives all students learning. Educators and researchers recognize the importance of
mastering reading by the end of 3rd grade. Students who fail to reach this critical milestone often falter in the later
grades and drop out before carning a high school diploma. Yet, in The School District of Philadelphia, fewer than
50% of our 3rd graders attain proficiency on the PSSA in reading. The results are even bleaker for English
Language Learners, Special Education students, and African-American and Latino males.

However, The School District of Philadelphia is taking strides to improve student outcomes. To attain the
important goals set by the College-Going Work Group, the District — in collaboration with multiple stakeholders
convened an Early Literacy Work Group to examine and revise its literacy policies for Pre-Kindergarten to 3rd
grade. The goal of this work group was to build a model that will ensure students are reading at or above grade
level by the end of 3rd grade. The Early Literacy Work Group identified core components of a successful Early
Literacy model based on research, national models, District practice, and educator input that meet the needs of all
of our students, reviewed and revised the current Comprehensive Literacy Framework Model, aligned the Early
Literacy policies and practices to the Superintendent’s Strategic Plan and to Common Core College and Career
Readiness standards, and designed and delivered professional development that supports educator implementation
of the new Comprehensive Literacy Framework Model,

In addition, school year 2012-2013 saw a different student support system rolled out for implementation.
Response to Instruction and Intervention (RtII) is a multi-level system of support focused on improving learning
for all students. It is a data driven model to enable early identification and strategic interventions for students at
academic or behavioral risk. All of which is driven by a core curriculum, support, and evidence-based
interventions to monitor growth and establish a system of accountability for student outcomes.

In all, the current process is designed to put the District on the path to achieving the vision of all students
graduating on time and being prepared for college and/or career. To this very point, the Office of Career and
Technical Education (CTE) has published a standardized competency list for every CTE program within the
district for the first time in over twenty-five years. This competency list will not only ensure that we are
progressively improving the quality of our programs, but ensuring that the edueation our students receive, whether
it is leading towards a college or a career, is comprehensive by nature and preparing them for the world ahead of
them. This will also complement our efforts to fully involve the business and industry community in the planning
and guidance for program expansion and improvement.

Our relentless approach towards instructional outcomes for all has pushed us to think more critically about all of
our student populations. For example, the Office of Specialized Services (OSS) has purchased numerous
researched validated intervention materials to address academic deficits in language arts, math and writing so that
all students with disabilities are improving academically. Along with the purchase of these materials, OSS has,
through its staff and various consultants, offered training on over thirty additional academic and behavioral
interventions. Qur Office of Multilingual Curriculum and Programs has also made strides to improve the academic
outcomes of our English Language Learners this past year. In 2012-2013, results from the ACCESS test indicate a
slight increase in the area of writing in addition to meeting the Pennsylvania Department of Edueation (PDE)
targets for the past three years.
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This is the beginning of the Superintendent’s Strategic Plan to increase the number of high school graduates in the
city and to make the system more responsive to the needs of all students, schools, parents, and the community. To
continue taking strides towards sustained progress, we will look to re-evaluate our current academic approach
under the guidance of the district’s action plan and develop a cohesive theory of action that will promote and
improve student outcomes for all of our district’s children.

There are two required Pennsylvania State Assessment Examinations administered to students, the Pennsylvania
System of School Assessment (PSSA) and the Keystone Examination.

Students in grades 3 - 8 and 11 are currently administered the PSSA in reading and math, which is given annually
throughout the Commonwealth. Although 2013 marks the second year of declines in the percentage of students
scoring proficient or advanced in Mathematics and Reading, the District has demonstrated growth in reading and
math over the last nine years. From 2012 to 2013 Mathematics proficiency rates decreased by 4.0 percentage
points from 50.9% to 46.9% and Reading Proficiency Rates decreased by 2.5 percentage points from 44.8% to
42.3%. Over the last nine years, the percentage of students achieving a proficient score or above in reading
increased from 23.9% in 2002 to 42.3% in 2013, an increase of 18.4 percentage points. In math, the percentage of
students achieving a proficient score or above increased from 19.5% in 2002 to 46.9% in 2013, an increase of 27.4
percentage points. See chart below.

For 2013, declines in PPSA results were observed across all grade levels and subgroups (race/ethnicity,
1EP/Special Education, English Language Learners, Economically Disadvantaged). Proficiency rates in
Mathematics and Reading were less than 50% across all grade levels and subgroup with the exception of Grade 7
(Mathematics), Grade 8 (Reading), Asian (Mathematics and Reading), White (Mathematics and Reading) and
Multi-Racial/Tithnic (Mathematics).

Keystonc Examinations were administered for the first time in the 2012-2013 school year after a pilot
administration the previous spring. Keystone Examinations are end-of-course assessments designed to assess
proficiency in the area of Algebra I, Literature, and Biology. They serve two purposes: 1) high school
accountability and assessments for federal and state purposes, and 2} high school graduation requirements for
students beginning with the class of 2017.

Of students in grade 11 taking the Keystone Examinations, 39.8% scored proficient or advanced on the Algebra I
exam, 20.3% scored proficient or advanced on the Biology exam and 53.4% scored proficient or advanced on the
Literature exam. Proficiency rates were less than 50% for all subgroups with the exception of Asian (Algebra I and
Literature), White (Algebra I and Literature) and Multi-Racial/Ethnic (Literature).
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Management’s Discussion and Analysis

Climate and Safety

“NCLB” also requires that all states establish and implement standards for identifying "Persistently Dangerous
Schools." In Pennsylvania, a school is labeled “Persistently Dangerous” based on and as determined by the
number of dangerous incidents (defined as weapon possession or violence) that result in arrest in the school, on
school premises and on the highway (to and from School). The number of all District violent incidents decreased
by 33.3% from Fiscal Year 2012 to Fiscal Year 2013.

There has been significant focus and much improvement to school safety over the past several years and in
particular in Fiscal Year 2013. Much of this improvement has been due to an emphasis on school safety team
meetings and stronger collaboration between SDP offices and the Philadelphia Police Department. The District
also maintains a “focus schools list” that provided direct safety supports to the neediest schools,

The School District has been making progress in improving school safety since Fiscal Year 2004 when twenty-
seven (27) schools were labeled “Persistently Dangerous” (PDS) based on serious incidents from the previous
year. For the Fiscal Year 2013, six schools are identified as “Persistently Dangerous.” The six (6) Philadelphia
schools designated Persistently Dangerous in Fiscal Year 2013 have made significant progress over the past year.
Four (4) schools ar¢ no longer designated as PDS only two (2) arc designated PDS for Fiscal Year 2014, The
School District has concluded that the higher number of PDS designations within the School District of
Philadelphia compared to other school districts in PA is due in significant part to the District’s emphasis on
reporting all incidents while focusing on improving the quality of school based interventions.

The School District is strongly committed to creating a safe and orderly environment in alf its schools. The School
District is undertaking efforts to not only remove schools from the Persistently Dangerous list, but also to enhance
school climate beyond simply reducing and eliminating violence. The Student Code of Conduct is designed to help
create an environment that is more conducive to learning. The due process and transition hearing protocols set in
place are executed swiftly and with fidelity by independent hearing officers to ensure the safety of the school
environment as well as the safety and well being of the disruptive student to be moved to a setting that will assist
them and address the serious violation of the Code of Student Conduct. This process is overseen by the Office of
Student Rights and Responsibilities. All of the contracted provider transition schools in the SDP Alternative
Education Division, have a School District Transition Liaison that is responsible for insuring the transition process
is executed with fidelity and the students are afforded the academic and behavioral support needed while attending
the alternative school program before returning to the comprehensive school setting or other academic options to
graduate.

Since students cannot learn if they exhibit inconsistent behaviors or truancy, or if they have barriers to learning due
to social and emotional challenges, the School District, under Alternative Education, provides resources for the
students through the alternative models of Educational Options Program (EOP), Transition Schools, or
Accelerated/Multiple Pathways to Graduation programs. These schools and opportunities provide support,
intervention and strategies for students and parents to keep students in school and responsible for their actions in
addition to providing for education at grade and age appropriate levels with a goal of graduation. Students can be
referred to Alternative Education programs through self-referrals, transfers, and the response to intervention
process for a change in placement. In addition, the Re-Engagement Center also provides the support and resource
for admission to these programs for students that have been disconnected or disengaged from the educational
setting in Philadelphia. Transition schools offer the programs that support promotion and graduation with a
personalized learning plan model integrated with the core curriculum for academics and the accelerated school
model provides the same with an enhanced pace of study that supports a student that is overage/under credited to
graduate within three years with a high school diploma.

To easc the transition back to school for students who are returning from juvenile detention or incarceration, the
School District offers the Re-Entry Transition Initiative - Welcome Return Assessment Process ("RETI-WRAP™),
a modified transition program that is collaboration with the Office of Juvenile Probation and the Department of
Human Services that assesses and evaluates students before they return to school. Additionally, the procedures for
students to return to the regular education setting after attending an alternative school have been enhanced with
School District of Philadelphia staff designated to support the parent, student, and regular education school
program to ensure the successful transition of the student and increase positive behavior and attendance upon the
student’s return.
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Management’s Discussion and Analysis

IX.

Capital Improvement Program

The School District’s Capital Improvement Program (“CIP”) supports the School District’s initiative to equitably
provide space for reduced class size; enhance academic reform efforts by ensuring students have state-of-the-art
facilities; and present all students with a safe, healthful, learning environment. The original CIP addressed the necd
for new construction, renovations and repairs and was assessed a total of $1.9 billion from Fiscal Year 2003 (o
Fiscal Year 2012. The Office of Capital Programs has overseen or is currently overseeing the design and
construction of eight (8) new neighborhood high schools, eight (8) new smaller high schools and five (5) new
neighborhood elementary schools; thirteen (13) middle school conversions; fifteen (15) school additions, and three
(3) primary cducation centers. Other specific plans under the CIP include classroom modernization, upgrades to
school athletic fields and stadiums, environmental projects, boiler, roof and window replacements, and substantial
renovations to existing school buildings, as well as support the Facilitics Master Plan which will collectively
stabilize the School District’s real property portfolio. The current CIP covers $936.4 million from Fiscal Year
2014 to Fiscal Year 2019 and is updated every year with the planned annual expenditure levels dependent on the
district's ability to fund and issue long-term debt instruments as determined by the annual operating budget's debt
capacity.

THE SCHOOL DISTRICT'S MANAGEMENT

This financial report is designed to provide a general overview of the financial conditions of the School District. If
you have questions about the report or need additional financial information, please contact
Matthew Stanski, Chief Financial Offieer or Marcy F. Blender, CPA, Comptroller, at 440 North Broad Street,
Philadelphia, PA 19130.
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ASSETS
Cash & Cash Equivalents
Cash and Investients with Fiscal Apent
Equity In Pooled Cash and Investments
Taxes Receivable ( Net )
Die from Other Governments
Accounts Recervahle (Net of Allowance)
Accrued Interest Receivable
Internal Balances
Inventory
Deferred Debt Issuance Cost
Restriclod Assets:
Cash and Cash Equivalents
Cash and Investments Held by Trustee
Funds on Deposit
Capital Assets:
Tand
Artwork
Buildings and Improvements
Personal Propetty
Construction in Progress
Intangibles
Accumulated Depreciation

Total Assels

LIABILITILS
Accounts Payable
Qverpayment of Taxes
Accrued Salaries and Benefits Payable
Termination Compensation Payablc
Severance Payable
Other Liabilities
Derivative Instnument - Swap Liability
Unearned Revenue
Dug to Other Governments
Bond Interest Payable
Non-Current Liabilities
Due within one year
Due in more than one year

Total Liabilities

NET POSITION
Net Investruent in Capital Assets
Restricted for:
Medical Self-lnsurance
Debt Service

Special Revenue Funds & Permanent Funds

Expendable - Student Health
Non-Expendable - Scholarships
Arbitrage Rebate Payable
Unrestricted (Deficit)

Total Net Position

School District of Philadelphia
Statement of Net Position
June 30, 2013

Governmental Activities

Business-type
Activities

$ 483307
98,112,600

93,647,836

172,647,705

60,317,881

11,298,455

414912

11,122,456

1,241,507

29,026,272

108,914,368
237,558
18,375,000

132,311,349
8,064,600
3,027,344,720
240,480,374
27,908,779
46,059,638
(1,571,119,715)

18,393

6,393,304
3,000,000

(11,122.456)
2,274,822

16,456,935

(14,335,152)

2,517 889,622

2,685 846

74,505,101
9272973
62,969,521
66,550,562
27,221,753

(35,792)
23,951,137
17,014,790
5373926
37,167,488

262,685,286
3,529.276,132

1,477,199
1,269,359
168,757

300,000
2,351,501

4,115,952.877

5,566,816

{238,239,663)

18,375,000
98,227,500

3,446,872
2,835,742
265,502

(1,482,974,208)

2,121,783

(5,002,753)

3 (1,598,063 ,255)

(2,880,970)

The notes to the basic financial statements are an integral part of this stalement.

Total

$ 501,700
98,112,600

93,647 856
173,647,705
66.711,185
14,298,455

414912

3,516,329
29,026,272

108,914,368
237,558
18,375,000

132,311,349
8,064,600
3,027,344,720
256.937,309
27,908,779
46,059,638

(1,585,454,867)

2,520,575 468

75,082,300
9,272,073
64,238 880
66,719,319
27,221,753
(35,792)
23,951,137
17,014,790
5,373,926
37,167,488

262,985,286
3,531,627,633

4,121,519,693

(236,117,880)

18,375,000
98,227,500

3,446,872

2,835,742

265,502
(1,487,976,961)

$ (1,600,944 225)
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ASSETS
Cash & Cash Equivalenis

Cash and Investments with Fiscal Agent
Equity in Pooled Cash and Investments
Cash and Investments Held by Trustee
Funds on Deposit
Taxes Receivable (Net)
Due from Other Funds
Due from Other Governments
Accounts Receivable (Net)
Accrued Interest Receivable
Inventory

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts Payable

Overpayment of Taxes
Accrued Salaries and Benefits Payable
Termination Compensation Payable

Severance Payable
Deferred Revenue

Duc to Other Governments

Other Liabilities

Total Liabilities

Fund Balances:

Nonspendable:
Inventories

Permanent Fund Principal
Long Term Interfund Loan

Restricted:

Medical Self-Insurance
Retirement of Long Term Debt
Debt Service Interest
Arbitrage Rebate Payable

Trust Purposes
Capital Purposes
Assigned:

Special Education

Unassigned:

Total Fund Balances

Totail Liabilities and Fund Balances

School District of Philadelphia
Balance Sheet
Governmental Funds
June 30, 2013

General Intermediate Categorical
Fund Unit Fund Funds

$ 483,307 - -
58,944,259 20,415,793 7,693,205

18,375,000 - -

173,647,705 -

11,122,456 - -

10,296,846 3,173,650 45,985,724

12,704,218 - -

1,513 - -

1,213,843 . -

5 286,789,147 23,589,443 53,678,929
$ 44,732 833 7,981,478 16,223,883
9,272,973 - -

29,745,564 13,920,119 18.855.849

66,550,562 - -

27,221,753 - -

147,401,776 - 22,498,733

2,687,907 720,074 1,915,561

(35.792) - -

327.571.576 22,621,671 59,494,026

903,869 - -

4,060,515 - -

18,375,000 - -

- 967,772 -
(64.127,813) - (5.815,097)
(40,788.,429) 967.772 (5,815,097)

$ 286,789,147 23,589.443 53,678,929

The notes to the basic financial statements are an integral part of this statement.



Debt Service
Fund

Capital
Projects Fund

Non-Major
Governmental
Tunds

Total
Governmental
Tunds

98,112,600
53,165

412,489

108,914,368
108,779
237,558

854,208

910

6,282,989

109,397,675
98,112,600
93,498,190

237,558
(8,375,000

173,647,705
11,122,456
60,310,428
12,704,218

414,912
1,213,843

98,578,254

110,115,823

579,034,585

19,600

331,154

5,485,869

413,269

763,155
50,384

74,444,038
9,272,973
62,934,801
66,550,562
27,221,753
170,994,818
5,373,926
(35.792)

350,754

6,712,677

375

416,757,079

69,058,891
29,168,609

265,502

103,137,644

1,367,948

4,914,666

903,869
1,367,948
4,060,515

18,375,000
69,058,891
29,168,609

265,502
4,914,666
103,137.644

967,772
(69,942,910)

98,227,500

103,403,146

6,282,614

162,277,506

98,578,254

110,115,823

6,282,989

579,034,585
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School District of Philadelphia
Reconciliation of the Balance Sheet for Governmental Funds
To the Statement of Net Position
June 30, 2013

Fund Balance - Total Governmental Funds (page 37) $ 162,277,506

Amounts reported for governmental activites in the Statement of Net
Position are different because:

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the governmental funds. 1,911,025,331

Other long-term assets are not available to pay for current-period expenditures
and, therefore, are deferred in the governmental funds. 152,547,625

Long-term liabilities, including bonds payable, are not due and payable in the
current period, and therefore are not reported as liabilities in the governmental
funds. (3,799,962,580)

Derivative instruments, are not due and payable in the current period, and
therefore are not reported as liabilities in the governmental funds. (23.951,137)

Net position of governmental activities (page 34) $ (1,598,063,255)

The notes to the basic financial statements are an integral part of this statement.
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School District of Philadelphia

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For The Year Ended June 30, 2013

General Intermediate Categorical
Fund Unit Fund Funds
REVENUES
Local Taxes 3 869,646,069 M - -
Locally Generated Non Tax 101,251,017 502,423 4,701,945
State Grants and Subsidies 1,222,536,972 94,604,283 72,439916
Federal Grants and Subsidies 13,414 215 - 386,671,891
Total Revenues 2,206,848,273 95,106,706 463,813,752
EXPENDITURIES
Current:
Instruction 973,741,155 230,878,177 333,498,994
Student Support Services 24,990,084 89,608,024 §7.333,335
Administrative Support 63,128,512 9,900,702 29,757,354
Operation & Maintenance of Plant Services 204,053,392 - 1,263,821
Pupil Transportation 84,103,940 - -
All Other Support Services 14,857,999 - -
Early Childhood Education - - 197,305
Payments to Charter Schools 591,994,942 - 4,968,390
Debt Service;
Principal - - -
Interest - - -
Principal & Interest - Authority - - -
Tssuance Costs - - -
Administrative Expenditures - - -
Capital Outlay;
New Buildings and Additions - - -
Environmental Management - - -
Alterations and Improvements - - -
Lquipment Acquistions - - -
Total Expenditures 1,956,870,024 330,386,903 461,019,199
Excess (Deficiency) of Revenues
over Expenditurcs 249 978 249 (235,280,197) 2,794,553
OTHER FINANCING SOURCES (USES)
Transfers In 953,303 234,888,713 1,810,877
Transfers Out (481,812,345) - {953,303)
Capital Asset Proceeds - - -
Debt Issuance 264,995,000 - -
Bond Premium 36,908,311 - -
Total Other Financing Sources and (Uses) (178,955,931) 234,888,713 857,574
Net Change in Fund Balances 71,022,318 (391,484) 3,652,127
Fund Balances, July 1, 2012 (111,612,614) 1,359,256 (9,467,224)
Change in Inventory Reserve (198,133) - -
Fund Balances, Tune 30, 2013 $ (40,788,429) $ 967,772 3 (5,815,097)

The notes to the basic financial statemcents are an integral part of this staterent,
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Non-Major

Debt Service Caprtal Governmental Total

Fund Projects I'und Funds Governmental Funds
- - - $ 865,646,069

2,615,933 1,014,268 46,046 110,131,652

- 576,001 - 1,390,157,172

- - - 400,086,106

2,615,953 1,590,269 46,046 2,770,020,999

- - 68,369 1,538, 186,695

- - - 201,931,443

. - - 102,786,568

. - - 205,317,213

. - - 84,103,940

- - - 14,857,999

- - - 197,305

- - - 600,963,332
107,664,250 - - 107,664,250
97,225,742 - - 97,229,742
49,056,375 - - 49,056,375
1,872,800 - - 1,872,800
3,133,801 - - 3,133,801

- 13,105,257 - 13,105,257

- 2,892,619 - 2,892,619

- 49,082,386 - 49,082,386

- 2,848,697 - 2,848,697
258,956,968 67,928,959 68,369 3,075,230,422
(256,341,015) (66,338,690) (22,323) (305,209,423)
244,681,428 - - 482,334,321
- - - (482,765,848)

343,500 3,080 - 346,580

- - - 264,995,000

- - - 36,908,311
245,024,928 3,080 - 301,818,364
(11,316,087) (66,335,610) (22,323) (3,391,059
109,543,587 169,738,756 6,304,937 165,866,698
- - - (198,133)

98,227,500 103,403,146 6,282 614 $ 162,277,506
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School District of Philadelphia
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended June 30, 2013

Amounts reported for governmental activities in the Statement
of Activities (page 35) are different because:

Net change in fund balances - total governmental funds (page 41)

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated
usefut lives and reported as depreciation expense. This is the amount by which
capital outlays excecded depreciation in the current period.

Non capitalized purchases that exceed capital outlays.

The net effect of miscellaneous transactions involving losses arising from disposal
and sale of capital assets are not reported as expenditures in the governmental funds.

Revenues in the Statement of Activities that do not provide current financial

resources are not reported as revenues in the governmental funds,

Bond proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the Statement of Net Position.
Repayment of hond principal is an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in the Statement of Net Position.
This is the amount by which proceeds exceeded repayments.

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, arc not reported as expenditures in governmental funds.

The net revenue (loss) of certain activities of the Internal Service Fund is reported with
governmental activities.

Change in net assets of governmental activities (page 35)

The notes to the basic financial statements are an integral part of this statement.

AD-

(3,391.059)

(50,597.703)

5,462,354

(424.378)

(14,967,502)

(187,699,060)

86,313,935

(434,303)

(165,738,210)




School District of Philadelphia
Statement of Net Position

ASSETS
Current Assets:
Cash and Cash Equivalents
Equity in Pooled Cash and Investments
Due From Other Governments
Other Receivables
Inventories
Total Current Assets

Noncurrent Assets:
Machinery & Equipment
Accumulated Depreciation
Total Noncurrent Assets

Total Assets

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Salaries and Benefits Payable
Termination Compensation Payable
Due to Other Funds
Total Current Liabilities

Noncurrent Liabilities:
Termination Compensation Payable
Severance Payable
Interfund Loan
Total Noncurrent Liabilities
Total Liahilities
NET POSITION

Net Invesiment in Capital Assets
Unrestricted

Total Net Position

Total Liabilities and Net Position

The notes to the basic financial statements are an integral part of this statement.

Proprietary Funds
June 30, 2013

Enterprise Fund

Internal Service Fund

Food Service Print Shop
18,393 $ -
- 149,666
6,393,304 7,453
3,000,000 26,640
2,274 822 27,664
11,686,519 211,423
16,456,935 537,691
(14,335,152) (513,277)
2,121,783 24,414
13,808,302 ¥ 235,837
1,477,199 $ 61,063
1,269,359 34,720
168,757 -
7,061,942 -
9,977,257 95,783
1,838,827 140,054
812,674 -
4,060,514 -
6,712,015 140,054
16,689,272 235,837
2,121,783 24,414
(5,002,753) (24,414)
(2,880,970) -
13,808,302 $ 235,837




School District of Philadelphia
Statement of Revenues, Expenses, and Changes in Fund Net Position
Proprietary Funds
For the Year Ended June 30, 2013

Enterprise Fund Internal Service Fund
Food Service Print Shop
Operating Revenues:
Food Service Revenue $ 1,581,866 $ -
Sale of Printing Services - 876,768
Total Operating Revenues 1,581,866 876,768
Operating Expenses:
Salaries 15,877,348 479,578
Employee Benefits 13,664,605 289,923
Other Purchased Service - Food 42,323,715 -
Depreciation 473,355 6,532
Other Operating Expenses 3,697,225 535,538
Total Operating Expenses 76,036,248 1,311,571
Operating Gain/(Loss) (74.454,382) (434,803)
Non-Operating Revenues/(Expenses):
Federal and State Grants 76,071,397 48.090
Income (loss) Before Contributions and Transfers 1,617,015 (386,713)
Transfers In/{Out) (217,015) 648,542
Change in Net Position 1,400,000 261,829
Total Net Position July 1, 2012 {4,280,970) (261,829)
Total Net Position June 30, 2013 3 (2,880,970) $ -

The notes to the basic financial statements are an integral part of this statement.
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School District of Philadelphia
Staternent of Cash Flows
Proprietary Funds
For The Year Ended June 30, 2013

[ntermal Service Fund
Print Shop

Enterprise Fund
Tood Service

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Users $ 1,581,866 $ 876,768
Cash Payments to Employees for Services (29,029.,469) (791,250)
Cash Payments to Suppliers for Goods and Services (47.,177,797) -
Cash Payments for Other Operating Expenses (3,697.225) (528.570)
Net Cash (Used)/Provided by Operating Activitics (78,322,625) (443,052)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Payments to/Advances from Other Funds 2,661,941 (123,506)
State Sources 4,963,310 29,638
Federal Sources 65,310,025 18,452
Transfers In/(Qut) (217,015) 648,542
Net Cash Provided by Non-Capital Financing Activities 72,718,261 573,126
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Facilities Acquisition, Construction, Improvements (130,246) (2,829)
Loss on disposal of Assets 1,126 22,421
Net Cash Used by Capital
and Related Financing Activities (129,120) 19,592
Net (Decrease Yncrease in Cash and Cash Equivalents (5,733,484) 149,666
Cash and Cash Equivalents July 1, 2012 5,751,877 -
Cash and Cash Equivalents June 30, 2013 18,393 $ 149,666
Reconciliation of Operating Income to Net Cash
Provided (Used) by Operating Activities:
Operating (L.oss) (74,454,382) $ (434,803)
Adjustments to Reconcile Operating [ncome/(L.oss) to Net Cash
Provided (Used) by Operating Activities:
Depreciation 473,355 6,532
Donated Food Commodities 1,657,132 -
(Increase)/Decrcase in Accounts Receivable - (1,251)
(increase)/Decrease in Inventorics (94,492) 10,623
(Increase)/Decrease in Other Current Asscts - (26.640)
Increase/(Decrease) in Accounts Payable (8,416,722) 24,235
Increase/(Decrease) in Accrued Salaries and Benefits Payable 330,421 (6,303)
Inerease/(Decrease) in T'ermination Compensation Payable (52,475) (15,445)
{Decrease) in Severance Payable 34,538 -
Total Adjustments (3,868,243) (8,249)
Net Cash Used by Operating Activities (78,322,625) 5 (443,052)

The notes to the basic financial statements are an integral part of this statement.




School District of Philadelphia
Statement of Net Position
Fiduciary Funds

ASSETS
Cash and Cash Equivalents

June 30, 2013

Private - Purpose
Trust Funds

Equity in Pooled Cash and Investments

Investments
Accounts Receivable
Inventories

Total Assets

LIABILITIES
Accounts Payable
Payroll Deductions and Withholdings
Due to Student Activities
Other Liabilities
Total Liabilities

NET POSITION
Held in Trust for Various Purposes

The notes to the basic financial statcments are an integral part of this statement.

626,358
200,000
158

Agency
Funds

826,516

5,088,360
78,931,058
2,672,339
101,617

2,240

86,793,374

2,240

80,754,070
5,085.737
953,567

824,276

86,793,374
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Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Year Ended June 30, 2013

Private Purpose
Trust Funds

ADDITIONS
Gifts and Contributions $ 422,504
Interest Received 1,610
Total Additions 424,114
DEDUCTIONS
Scholarships Awarded 301,253
Total Deductions 301,253
Change in Net Position 122,861
Net Position July 1, 2012 701,415
Net Position June 30, 2013 $ 824,276

The notes to the basic financial statements are an integral part of this statement.
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SCHOOL DISTRICT OF PHILADELPHIA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

These notes are an integral part of the basic financial statements and include a summary of accounting policies and practices and other
information considered necessary to ensure a clear understanding of the statements,

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and practices of the School District of Philadelphia (the *School District™), as reflected in the accompanying
financial statements for the Fiscal Year that ended June 30, 2013, conform to Generally Accepted Accounting Principles (“GAAP”)
for local government units as prescribed by the Governmental Accounting Standards Board (the “GASB™).

The most significant accounting policies are summarized below:

A.

Reporting Entity

The School District is the largest school district in the Commonwealth of Pennsylvania (the “Commonwealth™) and the
eighth largest public educational system in the United States according to cnrollment data. In Fiscal Year 2013, the School
District served over 202,059 students, including those in Charter and Alternative Schools, as well as cmployed over 19,800
full-time professional and non-professional persons. The boundaries of the School District are coterminous with the
boundaries of the City of Philadelphia (the “City™). The School District is a political subdivision of the Commonwealth
created to assist in the administration of the General Assembly’s duties under the state Constitution to “provide for the
maintenance and support of a thorough and efficient system of public education to serve the needs of the Commonwealth.”

As such, the School District is a separate and independent home rule school district of the first class formally established by
the Philadelphia 1Tome Rule Charter (the “Charter”) in December of 1965, The Philadelphia Home Rule Charter Act, P.L.
643 (the “Act”) expressly limits the powers of the City by prohibiting the City from, among other things, assuming the debt
of the School District or enacting legislation regulating public education and its administration except only to set tax rates
for school purposes as authorized by the General Assembly of the Commonwealth. Although the School District is an
independent legal entity, it is considered to be a component unit of the City for reporting purposes only and is included in
the City of Philadelphia’s Comprehensive Annual Financial Report (the “CAFR™).

Effective December 2001, in a cooperative effort with the City to address the School District’s financial needs, the
Commonwealth assumed governing control of the School District by declaring it financially distressed in accordance with
Sections 691 and 696 of the Public School Code of 1949.

Shortly thereafter, a five-member School Reform Commission (the “SRC™) was established. The SRC exercises all powers
and has all dutics of the original Board of Education. The Board of Education continues in office, performing only the
duties assigned, if any, by the SRC. At the time of this report, the SRC has not delegated any duties to the Board of
Education. Furthcrmore, the Governor of Pennsylvania appointed the chairman and two other members of the SRC while
the Mayor of the City of Philadelphia appointed the remaining two members. The {ive-member commission performs its
fiscal oversight responsibility for the Philadelphia public school system,

Prior to the formation of the SRC, the School District implemented & new management structure where a Chief Executive
Officer (the “CEO™) was appointed in licu of a *Superintendent™ effective November 1, 2000.
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Although the CEQ performs all duties imposed on the Superintendent of Schools by both the Charter and the Public School
Code 0f 1949 (the “School Code™) and serves as the Secretary and Treasurer of the Governing Body of the School District,
the new designation was designed to provide the Governing Body with more freedom and to avoid being constrained to
select a traditional “academic scholar” ignoring the business experience that is equally necessary for such a large school
district. In addition, the new administrative and management structure of the School District recognized the enormity of the
job of CEO of a large, urban public school system and successlully sought to implement a more corporate accountahility
structurc and tcam managcment approach to ensure that the School District would accomplish specilic objectives and
overall goals. The organizational structurc at Junc 30, 2013 included a Superintendent/CEQO, Deputy Superintendent,
General Counsel, School Safety Officer, Chief Finance Officer, Chief Academic Supports Officer, Chief Student Support
Services Officer, Chief of School Officer, Chief of HR, Talent & Development Officer, Chief of Parent and Family Services
Ofticer, Chief of School Operations Officer, Chief of Information Technology Officer, Chief of External Relations Officer,
and Charter School Office. The General Counsel, School Safety Officer, and Deputy Superintendent directly report to the
Superintendent/CEQ. All others report to the Deputy Superintendent.

The Superintendent/CEO is responsible for the general supervision of all business affairs of the School District, the
furnishing of all reports to the Department of Education of the Commonwealth and other matters prescribed by the School
Code, as amended. As Treasurer, the Superintendent/CEQ receives all Commonwealth appropriations, School District
taxes and other monies of the School District; makes payments on orders approved by the Governing Body; and is
responsible for the investment of School District funds. Under this management structure, the Superintendent/CEQ still
performs the duties of the Superintendent of Schools under the Charter, including the pre-audit duties and functions of the
school controller.

Mareover, the School District also serves as the agent for the Intermediate Unit No. 26 (the “IU™); a separate entity
established by the Commonwealth to provide special education, special education transpottation, and non-public school
services. Similar o the School District, the SRC also constitutes the Board of Directors of the 1U; the houndaries of the TU
arc coterminous with those of the City and School District. The School District performs all TU services, pursuant to
contracts between the two. The relationship between the School District and the TU was re-evaluated during fiscal year
2011 and as a result the U is reported as a blended component unit in accordance with GASB Statement No. 14 “The
Financial Reporting Entity”. as amended.

B. District-Wide and Fund Financial Statements

In June 1999, GASB issucd Statement No. 34 “Basic Financial Statements - and Management’s Discussion and Analvsis -

Jor State and Local Governments” (GASB Statement No. 34} effective for periods beginning after June 15, 2001, This
statement, known as the “Reporting Model” better defines the way government entities prepare and present financial
information. Statc and local governments previously have used a financial reporting model substantially dilferent from the
one used to prepare private-scctor financial reports. As such, GASB Statement No. 34 establishes requirements and a
reporting model for the annual financial reports of state and local governments.

The financial statements are accompanied by a narrative introduction and analytical overview of the government’s financial
activities in the form of Management's Discussion and Analysis (“MD&A”). This analysis is similar to the analysis that
private sector entities provide in their annual reports and is Required Supplementary Information (the “RSI”). The basic
financial statements include both district-wide (based on the School District as a whole) and fund financial statements.
District-wide and fund financial statements categorize primary activities as either governmental or business-type. Required
supplementary information other than MD&A, including the required budgetary comparison information, are prescnted
immediately following the notes to the financial statements.

Management's Discussion & Analysis — MD&A discusses the current-year results in comparison with the prior year, with
emphasis on the current year. The MID&A is a fact-based analysis discussing the positive and negative aspects of the
comparison with the prior year. It uses charts, graphs. and tables to enhance the understandability of the information. The
MD&A analyzes overall financial position and results of operations to assist users in assessing whether financial position
has improved or deteriorated as a result of the year's operations. Tt presents the information needed to support this analysis
of financial position and results of operations required.

More specifically, the MD&A analyzes: (1) the balances and transactions of individual funds; and (2) any significant
varialions between original and final budget amounts and between final budget amounts and actual results for the general
fund. The MD&A also describes: (1) any significant capital asset and long-term debt activity that occurred during the year,
including a discussion of commitments made for capital expenditures, changes in credit ratings, and debt limitations that
may affect the financing of planned facilities or services; and (2) any currently known facts, decisions, or conditions that are
expected to have a significant effect on financial position (net position) or results of operations (revenues, expenses, and
other changes in net position).
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District-Wide Financial Statements — The District-wide financial statements (i.e. the Statement of Net Position and the
Statement of Activities) are prepared using full accrual accounting for all of the government’s activities. This approach
includes not only current assets and labilities (such as cash and accounts payable), but also capital assets, deferred outflows
of resources, long-term liabilities, and deferred inflows of resources as amended by GASB Statement #63-Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position.

Accrual accounting also reports all of the revenues and costs associated with providing such services each year, not just
thosc reccived or paid in the current fiscal year or soon thereafter. Fiduciary funds are not inchuded in district-wide financial
statements.

Statement of Net Position — The Statement of Net Position is designed to present the finaneial position of the primary
government. The School District reports all capital assets in the district-wide Statement of Net Position and reports
depreciation expense — the cost of “using up” capital asscts — in the Statement of Activities. The net position of the School
District is presented in three categories: 1) investment in capital assets, net of related debt; 2) restricted; and 3 ) unrestricted.
In the district-wide Statement of Net Position, both the activities” assets and liabilities: (a) are presented on a consolidated
basis; and (b) are reflected, on a full accrual, cconomic resource basis, which incorporates long-lerm assetls and receivables
as well as long-term obligations.

Statement of Activities — The Statement of Activitics presents expenses and revenues in a [ormat that focuses on the cost of
each function to the School District. The expense of individual functions is compared to the revenue generated by the
tunction (for instance, through user charges or governmental grants). These directly matched revenues are called program
revenues. This format enables the district-wide Statement of Activities to reflect both the gross and net cost per functional
category (instruction, student support services, pupil transportation, etc.) that are otherwise being supported by general
government revenues.

Program revenues must be directly associated with a function and are restricted to meeting the operational or capital
requirements of a particular function. Operating grants include operating-specific and discretionary (either operating or
capital) grants while the capital grants column reflects only capital-specific grants, Multi-purpose grants and other items
not properly included among program revenues are reported as general revenues. Direct expenses are considered those that
are clearly identifiable with a specific function. The School District allocates indirect expenses to their applicable functions.

Fund Financial Statements - Separate financial statements are provided for governmental funds, proprietary funds and
fiduciary funds, even though the latter are excluded from the district-wide financial statements. Major individual
governmental funds are reported as separate columns in the fund financial statements.

In the fund financial statements, financial transactions and accounts of the School District are organized by fund typcs.
Each fund is considered to be an independent fiscal and separate accounting entity, with a self-balancing set of accounts
rccording cash and/or other financial resources, together with all refated liabilities and residual equities of balances and
changes therein. Each fund is segregated for the purpose of carrying on specific activities or attaining certain objectives in
accordance with specific regulations, restrictions or limitations. A reconciliation is also presented which briefly explains
adjustments necessary to reconcile the fund financial statements 1o the governmental activities column of the district-wide
financial statements.

The School District’s fiduciary funds are presented in the fund financial statements as well. Since by definition, these assets
are held for the benefit of a third party and cannot be used to address activities or other obligations of the School District,
these funds are not incorporated into the district-wide financial slatements.

There are three major fund types presented in this report. A briel description of each is summarized below:

(1) Governmental Fund Types - These are the funds through which most costs of district functions are typically
paid for or financed. The funds included in this category arc:

(a) General Fyund - the principal operating fund of the School District; accounts for and reports all
financial resources not accounted for and reported in another fund.

(b} Special Revenue Funds —these funds account for and report the proceeds of specific revenue sources
that are legally restricted or committed to expenditures for specified purposes other than debt service
or capital projects. Special Revenue funds include:

(i) Intermediate Unit Fund - used to account for State appropriations for special education and
non-public school services, a blended component unit of the School District;
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(i) Categorical Funds - used to account for specific purposc Federal, State, City or Private
grants;
(iii) Trust Funds — used to account for funds where both principal and carnings may be used to

support School District programs that benefit either the district itself or its students.

(©) Debt Service Fund - used to account for and report financial resources that are restricted, committed,
or assigned to expenditure for principal and interest.

(d) Capital Projects Fund - used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital outlays, including the acquisition or construction of
capital facilities and other capital agsets.

(e) Permanent Fund - used to account for and report resources that are restricted to the extent that only
earnings, and not principal, may be used for purposes that support District programs that benefit the
District or its students.

(2) Proprictary Fund fypes - These are funds that account for the operations of the School District that are financed
and operated in a manncr similar to those often found in the private sector. The funds included in this category
are:

(a) Enterprise Fund - used to account for the operation of the Food Service Division; and

(b) Internal Service Fund — used to account for the operation of the Print Shop and outsourced
reproduction of materials for printing and copy scrvices provided to various School District divisions
on a cost reimburscment basis.

3 Fiduciary Fund Typcs - These funds account for assets held by the School District as a trustee or agent for
individuals, private organizations and/or other governmental units. The funds included in this category are:

(a) Private Purpose Trust Funds - used to account for all trust agreements for which both principal and
earnings benefit individuals, private organizations or other governments, most of which are through
scholarships and awards; and

(b) Agency Funds - used to account for assets held by the School District as trustee or agent for others. At
Tune 30, 2013, the School District administered the Payroll Liabilities, Student Bus Token, Student
Activities and Unclaimed Monies Funds.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The accounting and financial reporting reatment of transactions or events is determined by the applicable measurement
focus and basis of accounting, Measurement focus indicates the type of resources being measured such as current financial
resources or economic resources. The basis of accounting indicates the timing of transactions or events for recognition in
the financial statcments.

The district-wide financial statements are reported using the economic resources measurement focus and the accrual basis of
accounting similar to that used for Proprictary and Private Purpose Trust Funds. Revenues are recorded when earned and
expenses are recorded when a liability is incurred rcgardless of the timing of related cash flows. Agency Funds report only
assets and liabilities and therefore do not have a measurement focus. Agency Funds, however, use the accrual basis of
accounting that recognizes both receivables and payables,

Non-exchange transactions represent activities where the School District either gives or receives value without directly
receiving or giving equal value in exchange and includes grants and donations. Revenucs from grants and donations are

recognized in the fiscal year in which all cligibility requircments arc satistied.

It is the School District’s policy to first usc restricted asscts for cxpenses incurred for which restricied and unrestricted
assets are available.
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Governmental fund {inancial statements are reported using the current (inancial resources measurement focus and the
modificd accrual basis of accounting. This type of presentation focuses on the determination of and changes in financial
position, and generally only current assets and current liabilities, are included on the balance sheet.

Revenues are recorded as soon as they are both measurable and available. Revenues are considered available when they arc
collectible within the current fiscal period, or soon thereafter, to pay liabilities of the current fiscal period. For this purposc,
the School District considers revenues to be available for the General Fund if they are collected within 60 days of the end of
the current fiscal period or beyond the normal time of reccipt becausc of highly unusual circumstances and within 90 days
of the current fiscal period for Catcgorical Funds.

Revenues from grants and donations, however, are recognized in the fiscal year in which all eligibility requircments were
satisfied and the resources are available. Expenditures generally are recorded when a liability is incurred as required by
accrual accounting. However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

Local taxes, such as liquor by the drink, school income and business use and occupancy, associated with the current fiscal
period are recognized when the underlying exchange transaction has occurred and the resources are available. Imposed non-
exchange revenues, such as real estate taxes, are recognized when the enforceable legal claim arises and the resources are
available. All other revenue items are considered to be measurable and available only when cash is received by the School
District.

The School District receives the vast majority of its revenues from governmental entities, These revenues primarily come in
the lorm of state subsidies (gross instruction, special education and transportation, retirement and social security
reimbursement elc.), local taxes (real estate school income, use and occupancy, liquor sales ete. ), federal grants, state prants
and non-lax revenues (Cily contributions, Parking contributions etc.)

Although GASB Statement No. 34 eliminates the presentation of account groups, it does provide that these records be
maintained and requires that the information be incorporated into the governmental column in the district-wide Statement of
Net Position.

However, private sector standards of accounting and financial reporting issued prior to December 1, 1989, were
incorporatcd through GASB Statement No. 62- Codification of Accounting and Financial Reporting Guidance Contained in
Pre-November 30, 1989 FASB and AICPA Pronouncements. The School District has implemented this statement and
prepared both the district-wide and proprietary fund financial statements in accordance.

Likewise, the School District eliminated the effect of interfund activity from its district-wide financial statements.
Exceptions to this general rule are categorized in other charges between the School District’s food service function and
other functions of the District. In this instance, climination of these charges would distort the direct costs and program
revenues reported for the varjous functions concerned.

Amounts reported as program revenues include: T) charges to customers or applicants for goods, services or privileges
rendered; 2) operating grants and contributions; and 3) capital grants and contributions. Internally dedicated resources are
reported as general revenue rather than as program revenue. Likewise, general revenues include all taxes. Indirect costs,
such as depreciation, are allocated as specific program expenses.

Proprietary I'unds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a proprietary
fund’s principal ongoing operations. The principal operating revenues of the School District’s Enterprise Fund (or Food
Service)and Internal Service Fund (or Print Shop) reflect charges for sales and services, Operating expenses for these funds
include the costs of sales and services, administrative expenses and depreciation of capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.

D. Assets, Liabilities and Net Position or Equity

(1) Cash and Tnyestments

Cash and cash equivalents include currency on hand, deposits, short-term highly liquid investments and
investments with original maturities of three months or less from the date of acquisition. State statutes require
the School District to invest in obligations of the United States Treasury, and/or the Commonwealth of
Pennsylvania, and/or collateralized repurchase agreements.
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Non-participating investment contracts or, more generally, certificates of deposit and repurchase agreements are
reported at cost, which approximates fair value. However, all other investments are reported at cost.

(2) Real Estate Taxes

Ad valorem real estate tax revenues are recognized in compliance with GASB Statement No. 33. This statement
provides that tax revenues should be recognized in the period for which they are levied except that they shall not
be recognized unless they are collected within the current fiscal year or expected to be collected within sixty
days after the end of the current (iscal vear.

The tax on real estate in Philadelphia for public school purposes is based on a calendar year basis, For the entire
Fiscal Year 2013 the tax rate was 53.09 mills. Ofthis total, 16.75 mills are levied directly by the School District
pursuant to legislative authorization by the General Assembly ofthe Commonwealth without further approval of
the Council of the City of Philadelphia (“City Council”) while the remaining 36.34 mills arc levied pursuant to
legislative authorization and approval by ordinance of the City Council.

Although assessments are certificd and taxes arc levicd on January 1%, taxes are not due and payable until
March 31 of each calendar year. Interest and penalty accrue at the rate of 1.5 percent per month beginning
April 1, Unpaid taxes are considered delinquent the following January 1% and are then subject to lien. The
City has established real estate investment and improvement programs that abate, for limited periods. tax
increases that result from higher assessments for improved properties or, are otherwise known as “tax
abatements,” and typically forgive tax increases for up to ten (10) years.

3) Due from Other Governments

Grant revenues arc recognized when all the applicable eligibility requirements are met and the resources are
available. Primarily, the line item titled “Due from Other Governments” represents the excess of grant
expenditures over funds collected.

4) Receivables and Payables

Activities between funds that are representative of lending or borrowing arrangements outstanding at the end of
the fiscal year are referred to as either “Due To/From QOther Funds.” Any residual balances outstanding between
governmental activities and business-type activities are reported in the district-wide financial statements as
“internal balances.”

(3) Inventories & Prepaid Items

Inventories in the General Tund are valued at an average cost of $1.2 million. Included are expendable supplies
0l'$0.9 million held for consumption by the Maintenance and Transportation Departments, The cost is recorded
as an expenditure at the time inventory is purchased. The expendable supplies inventory is equally offset by a
fund balance reserve, which indicates that, although they are a component of net current assets, they do not
constitute available resources.

Enterprise Fund (or Food Service) inventories include $2.0 million donated by the Federal Government which is
valued at cost or cstimated value. All other food or supply inventorics arc valued at last unit cost in accordance
with the recommendations of the Food and Nutrition Service of the Department of Agriculturc and will be
expensed when used.

Internal Service Fund (or Print Shop) inventories are valued at last unit cost and are expensed as they are
consumed.

Agency Fund (i.e., Student Bus Token) inventories are valued at cost. This inventory represents tokens on hand
at the close of the current fiscal year.

%) Artwork
Values reported in capital assets for artwork inventory are based on replacement values provided by an outside

consulting firm with expertise in establishing current market and/or replacement values for artwork. This
methodology was established because historical cost records on many of the items are not available.
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Capital Assets

Capital assets, which include property, plant and equipment, are reported in the applicable governmental or
business-type activities columns in the district-wide financial statements. Capital assets arc defined by the
School District as assets with an initial individual cost of at least $500 and an estimated useful life in cxcess of
one (1) year. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are valued at their estimated fair market value as of the datc donated. The costs
associated with the normal maintenance and repair of capital assets, that do not add to the valuc of the assct or
materially extend its uscful life, are not capitalized.

GASB Statement 51 requires the capitalization of intangible assets. The most common circumstances in which
GASBS 51 applies to the School District is in cases involving compuiter software. The School District will
capitalize internally generated software applications and modifications to existing internally generated software
applications as well as purchased software and modifications.

Land and Construction in Progress are not depreciated. Property, plant and equipment of the School District are
depreciated using the straight line method over the following estimated useful lives:

Assets Years
Buildings 50
Building improvements 10-30
Equipment 3-20
Vehicles 8-10
Office equipment 10
Computer cquipment 5
Intangibles 10

Capital assets acquired or constructed for governmental fund purposes are recorded as expenditures in the fund
incurring the obligation and are capitalized at cost in the district-wide Statement of Net Position,

Proprietary Fund equipment acquisitions are capitalized in the appropriate fund and depreciated over 5 to 20
vears in the Enterprise or Internal Service Funds also using the straight-linc method.

Deferred Revenues

Deferred revenues represent monics received in advance of being carned or reccivables that will be collected
and included in revenues of future fiscal years. In the General Fund, deferred revenues relate principally 1o
property tax receivables, which were levied in the current and prior years, but will not be available o pay
liabilities of the current fiscal period. In Categorical Funds, deferred revenue represents grant funds received
prior to expenditure, or grant funds which were earned but for which resources are not considered to be
available. In the Debt Service Fund, deferred revenues represent interest on investments received in advance of
being earned. In the Capital Projects Fund, deferred revenue consists of capital grant funds which were ecarned
but for which resources were not available.

Insurance

For many years, medical benefits for nearly all of the School District’s represented and unrepresented employees
were procured through a fully-insured medical contract. In Fiscal Year 2010, the fully-insured premium
payments increased by over 10% and the prevailing sentiment predicted continued excessively high increases.
The unions agreed to a conversion to a selt-funded, self-insured plan to be implemented in Fiscal Year 2011.
The District’s actuary concluded that, if implemented well, self-funded self-insured plan would mitigate the
level of annual increases the District would experience in medical costs. The School District’s experience during
Fiscal Year 2012 and 2013 support the actuarial conclusion that we are managing these costs better.

The School District is also self-insured for most of its risks including casualty losses, public liability,
uncmployment, and weekly indemnity. Workers® Compensation is covered by excess insurance over a $5.0
million self-insured retention. The School District does purchase certain other insurance as well. For instance,
the School District maintains property insurance Lo cover losses related to damage sustained from fire, flood or
boiler and machinery with a deductible of $500,000 and a limit of $250.0 million per occurrence, Certain
insurance coverages, including employce performance bonds, student accident and employee dishonesty bonds,
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arc also procured regularly. Medical self-insured benefits, uncmployment and workers® compensation coverage
are [unded by pro-rata charges to cach fund, while the cost of weekly indemnity coverage s shared by the
School District and coverced employces.

Liabilities expected to be liquidated with available resources are shown as accrued expenditures in the General
Fund. Amounts expected to be paid from future years’ resources are shown in the district-wide Statement of Net

Position.

Compensated Absences

It is School District policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
A liability for these benefits is accrued in the district-wide Statement of Net Position if they have matured (i.e.
unused reimbursable leave). A liability for these amounts is reported in the governmental funds for employees
who have resigned or retired as of June 30th. The School District’s leave policy is as follows:

(a) Vacation and Personal I.eave - Schoo! District employees who are required to work on a twelve-month
schedule are credited with vacation at rates which vary depending on length of service or job
classification. In addition, almost a]l School District employees are entitled Lo three days of personal
leave anuually, Vacation and personal leave may be used or accumulated within certain limits until
paid upon retirement or termination at the rate of pay at the time of separation.

(b) Sick Leave - Most School District employees are credited with 10 days of sick leave annually with no

limitation on accumulation. Upon retirement or termination, such employces are paid 25% of the value
of their accumulated sick leave balance at the rate of pay at the time of separation.

Long-1crm Obligations

In the district-wide financial statements and proprietary fund types presented in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental
activities, busincss-type activities or proprictary fund type Statement of Net Position. Bond premiums and
discounts, issuance costs and refunding charges are deferred and amortized over the life of the bonds using the
straight line mcthod. Bonds payable are reported separately from the applicable bond premium or discount,
bond issuance costs and refunding charges.

In the fund financial statements, governmental funds recognize bond premiums and discounts, as well as bond
issuance costs, during the current fiscal period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources, while discounts on debt
issuances are reported as other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

Deferred Qutflows and Inflows of Resources

Deferred outflow of resources is a consumption of net assets by the School District that is applicable to a future
reporting period. In contrast, deferred inflow of resources is an acquisition of net assets by the School District
that is applicable to a future reporting period.

Any amounts that are required to he reported as deferred oulllows of resources are presented in the Statement of
Net Position in a separate section following assets, Similarly, any amounts that are reporied as deferred inflows
of resources are presented in a separate section following liabilities. The total for deferred outflows of resources
are added to the total for assets, and likewise, the total for deferred inflows of resources are added to the total lor
liabilities to provide subtotals.

Fund Equity

In accordance with GASB Statement No. 54, “Fund Balance Reporting and Governmental Fund Type

Definitions”, effective for Fiscal Year 2011 in the fund financial statements, governmental funds report non-
spendable, restricted, committed, assigned, and unassigned fund balancc amounts.

-56-



School District of Philadelphia

(a)

(b)

(©

(d)

(e

Nonspendable Fund Balance: The nonspendable fund balance classification includes amounts that
cannot be spent because they are either (a) not in spendable form or (b} legally or contractually
required to be maintained intact. The "not in spendable form" criterion includes items that are not
expected to be converted to cash, for example, inventories and prepaid amounts. It also inciudes the
long-term amount of loans and notes receivable, as well as property acquired for resale.

Restricted Fund Balance: The restricted fund balance classification includes amounts when constraints
placed on the use of resources arc cither: (a) externally imposed by creditors (such as through debt
covcnants), grantors, contributors, or laws or regulations of other governments; or (b) Imposcd by law
through constitutional provisions or cnabling legislation.

Committed Fund Balance: The committed fund balance classification includes amounts that can only be
used for specific purposes pursuant to constraints imposed by formal action of a resolution of'the School
Reform Commission (SRC). Those committed amounts cannot be used for any other purpose unless the
SRC removes or changes the specified use by resolution. Committed fund balance also should
incorporate contractual obligations to the extent that existing resources in the fund have been specifically
committed for use in satisfying those contractual requirements.

Assigned Fund Balance: The assigned fund balance classitfication includes amounts that are constrained
by the government’s intent to be used for specific purposes, but are neither restricted nor committed,
except for stabilization arrangements. Currently only the SRC itself can assign fund balance. If the SRC
delegates the aunthority it can only be done through a resolution and may be delegated to (a) a budget
committee, (b) finance committee, or (c} a specific School District official.

Unassigned 'und Balance: The unassigned fund balance is the residual classification for the general
fund. This classification represents fund balance that has not been assigned to other funds and that has
not been restricted, committed, or assigned to specific purposes within the general fund.

(14)

(135)

To the extent that funds are available for expenditure in both the restricted and the other fund balance
categories, except for the nonspendable category, funds shall be expended first from restricted amounts and then
from the other fund balance categories amounts excluding nonspendable. To the extent that funds are available
for expenditure in other categories except for the nonspendable fund balance, the order of use shall be 1)
committed balances, 2) assigned amounts 3) unassigned amounts.

Restricted Assets

Certain proceeds of' the Debt Service Fund, i.e. bonds, resources set-aside for their repayment, and funds held in
escrow for refunding and defeasement, are classified as restricted assets and are not included on the balance
sheet. They are maintained under separate accounts and their use is limited by applicable bond covenants.
Restricted amounts reported as cash, cash equivalents, investments and funds on deposit represent bond

proceeds set-aside for capital project purposcs and working capital associated with employee healthcarc sclf-
insurance.

Comparative Data

Comparative data from Fiscal Ycar 2012 is provided as a key element of the MDD& A section of this report to
better enhances the analysis and comprenension of financial data of the current fiscaj period.

Significant Matters Impacting Operations

The School District’s financial statements have been presented on the basis that it is a going concern, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. During the FFiscal Year ended June 30,
2013, the School District continued to experience a number of negative trends that deeply impacted District operations. These
trends included: (1) 4 positive operating fund balance achieved primarily through one-time actions, non-recuring savings and
cost deferrals for two consecutive years; (2) virtually flat State operating revenues except for increases in the State’s employer
portion for pension costs, declining federal revenues, offset by moderate local revenue increases; and (3) mandated and non-
discretionary cost increases including: (a) wage and benefit costs due to existing collective bargaining agreements, (b)
increased charter school per pupil payments, (¢) debt service payments, (d) public and non-public transportation costs, and (&)
increases in the School District’s employer portion of pension costs.
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Fiscal Year 2013 reflects a third consecutive year of a negative ending General Fund balance. The negative General Fund
balances for June 30, 2011, June 30 2012 and June 30, 2013 were a negative $43.4 million, anegative $111.6 million and a
negative $40.8 million respectively. Howcver, when the School District’s operating funds (General Fund, intermediate Unit
Fund, and Debt Service Fund). are combined (as they form the School District’s Operating Budget) the School District
experienced at June 30, 2011, June 30, 2012, and Junc 30, 2013 an operating funds surplus of $30.8 million, a negative
operating funds balance of $20.5 million and a positive operating funds balance of $39.5 million, respectively. The
combined operating funds surplus at Junc 30, 2013 includes a ncgative General Fund balance of $40.8 million, a positive
Debt Service Fund balance of $98.2 million which is appropriated and restricted to pay for debt scrvice costs in Fiscal Year
2014 and a positive Intermediate Fund Balance of $1.0 million.

Due to a significant budget gap projected for Fiscal Year 2013 based on the trends discussed above, the School District
completed a one-time working capital financing that generated proceeds of $301.9 million in Fiscal Year 2013. Primarily as
a result of this financing, the District was able to achieve the Fiscal Year 2013 operating fund surplus. In addition,
measures were taken during FFiscal Year 2013 to right size the District through the implementation of a Facilities Master
Plan (FMP) that led to the closing of 24 school buildings in Fiscal Year 2014, thus generating savings and educational
improvements in future years.

Facing the potential for an operating budget shortfall for Fiscal Year 2014 projected at $303.8 million and the need to adopt
a balanced budget, additional severe measures were taken for Fiscal Year 2014, including across-the-board significant
reductions to stalfing through 3,800 Jay-offs combined with cuts to educational programs and administrative functions. The
projected budget gap was caused primarily by the following factors: (1) the inability to obtain needed additional recurring
revenues from the Commonwealth and the City: (2) failure to achieve concessions from the District’s labor unions due Lo
ongoing negotiations; and (3) continued increases in mandated and non-discretionary costs including District enrollment
shifting to charter schools. The School District adopted a balanced Fiscal Year 2014 budget on May 30, 2013 which
eliminated the $303.8 million budget gap.

The School District prepared a current estimate for the Fiscal Year 2014 Operating Budget as of December 31, 2013, which
reflects an operating budget shortfall of $28.7 million. The current estimate for the Fiscal Year 2014 Operating Budget
includes the following revenue items which were not included in the adopted Fiscal Year 2014 Operating Budget: 1) $50
million in additicnal City funding; 2) $45 million in additional State funding in the form of a State grant to the City which
is required by statute to be transferred to the School District; 3) $135 million in improved School District tax collections by
the City Revenue Department and $3.9 of additional local revenues; and, 4) $2 million in additional State Basic Education
funding. These additional revenues were primarily used to restore essential scrvices to schools. The School District has
identified and expects to implement additional savings for Fiscal Ycar 2014 to address the remaining $28.7 million
projected budget gap. Corrcctive actions will be implemented based upon the least impact to schools and could potentially
include mid-year budget reductions for cxpenditurc items, the realization of further debt service savings, medical eligibility
audits and administrative hiring frcezes.

The District is currently in contract negotiations with its major unions to change work rules and contract terms to contribute
towards future savings. The Governor’s proposed Fiscal Year 2015 budget includes a $29 million increase in State revenucs
in the form of a Ready to [.earn grant. In addition, a request for the District to receive $120 million in recurring rcvenuces
from the authorization by statute for the City to reimpose an extension of the 1% Sales Tax has also been proposed for
Fiscal Year 2015. The Commonwealth has announced that it expects to review the potential of developing a morc cquitable
funding formula tied to actual student enrollments, as well as, students in poverty and English Language Learners (ELL)
which could potentially benefit future years. The District will work closely with the Commonwealth and the City, as well as
private outside funding sources, to seek additional revenues for Fiscal Year 2015 and thereafter. Reviews of the utilization
of District buildings will be on-going and the District will benefit in Fiscal Year 2013 from one-time savings related to the
previous year’s Facilities Master Plan. The District will continue to work with the Commonwealth on addressing the over
enrollment caps of charter schools and looks to expand the District’s Philadelphia Virtual Academy to offset the growing
cost of cyber charter schools, As required by the Philadelphia Home Rule Charter, the District will adopt a balanced budget
for Fiscal Year 2015 and take every measure available to ensure that spending is not beyond available resources.

During the course of each fiscal vear, the School District monitors its cash flow on a monthly basis and compares it to the
cash flow assumptions primarily based on the adopted operating budget. Such cash flow projections estimate that sufficient
cash will be available for the School District to continue operations and meet its expenses in a timely manner through the
remainder of Fiscal Year 2014; in particular, to pay salaries and debt service when due. Revenue and expenditure
projcctions for Fiscal Year 2015 are currently not yet available, and the School District will ¢losely monitor the cash flow to
ensure continued operations.

As referred to elsewhere in the Notes to the Financial Statements, the School District is a political subdivision of the
Commonwealth carrying out a constitutionally mandated function for which the Commonwealth must provide funding. In
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A.

addition to annually recurring State funding, the School District levies taxes pursuant to City Council authorization and direct
authorization of the General Assembly. In addition, Section 696 of the Pennsylvania Public School Code of 1949, as
amended (the “School Code™), requires the City to authorize all School Taxes in each fiscal year to yield an amount at least
equal to the highest amount in the three preceding fiscal years and to maintain all other payments and grants to the School
Tdistrict at the same level each fiscal year. Accordingly. the School District has assurance of annual recurring revenue.

The School Reform Commission, the governing body of the School District, is prepared to exercise its statutory powers to
maximize the revenues available to the School District.

If the School District is unable to adequately reduce spending and/or obtain additional funding, it may be unable to pay
certain obligations, other than payroll and debt service, timely. There can be no assurance that the School District will be
successful in accomplishing its cost saving plans or in obtaining additional revenues.

RECONCILIATION OF DISTRICT-WIDE AND FUND FINANCIAL STATEMENTS

Explanation of Certain Differences Between the Governmental Fund Balance Sheet and the District-Wide Statement
of Net Assets

The governmental fund balance sheet includes a reconciliation between fund balance — total governmenial funds and net

position - governmental activities as reported in the district-wide Statement of Net Position, When capital assets (i.¢., land,

buildings and equipment) that are to be used in governmental activities are purchased or constructed, the cost of these assets

is reported as expenditures in governmental {unds, However, the Statement of Net Position includes capital assets among
the assets of the School District as a whole.
Cost of Capital Assets $ 3.481,631,769
Accumulated Depreciation (1,570,606,438)
Net Cost of Capital Assets $ 1,911,025,331

Because the focus of governmental funds is on short-term financing, some assets will not be available to pay current period

expenditures. Those assets are offset by deferred revenue in the governmental funds and are not included in fund balance.
Also, deferred outflows from derivative instruments are not reported as assets in the governmental funds.

Taxes Receivable $ 143,169,373
Grants & Subsidies 6,578,252
SEPTA Administrative Fee 2,800,000

Total Adjustment of Other Assets 5 152,547,625

Another element of that reconciliation explains that “Long-term liabilities, including bonds payable, are not due and
payable in the current fiscal period and therefore are not reported as liabilities in the governmental funds.” The details of
the ($3,799,962,580) difference are as follows:
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Bonds Payable (3.295.018,149)
Deduct: Discount on Bonds Payable 9,765,545
Add: Premium on Bonds Payable (128.877,927)
Deduct: Deferred Charge on Refunding 154,061,020
Deduct: Deferred Charge for Issuance Cost 29,026,272

Bond Interest Payable (37.167,488)

Funds Due to Other Governments (45,278,566)

Workers' Compensation Payable (122,936,674)

Unemployment Compensation Payable (3.987,987)

Compensated Absences (203,220.298)

Severance Payablc (131,656,968)

Claims and Judgments (5,578,181)

Arbitrage Rebate Payable (265,503)

DHS Payable (3,500,000)

OPEB Payable (388,430)

NSF Payable (2,442.246)

Incurred But Not Reported IBNR Payable (12,497.000)

Voluntary Early Retirement Incentive Program -

Net adjustment 1o reduce fund balance - total governmental

funds - to arrive at net position governmental activities. b (3,799,962,580)

B. Explanation of Certain Differences Between the Governmental Fund Statement of Revenues, Expenditures and

Changes in Fund Balances and the District-Wide Statement of Activities

The governmental fund Statement of Revenues, Expenditures and Changes in Fund Balances includes a reconciliation
between net changes in fund balances — total governmental funds and changes in net position of governmental activities as
reported in the district-wide Statement of Activities. One element of the reconciliation explains that “Governmental funds
report capital outlays as expenditures. Tlowever, in the Statement of Activities, the cost of those assets is allocated over
their cstimated useful lives and reported as depreciation expense.” The details ol the ($50,597,703) difference are as
follows: '

Capital outlay $ 67,928,959
Depreciation expense (118,526,662)

Net adjustment to decrease net changes in fund balances -
total governmental funds to arrive at changes in nef position

of governmental aclivities. $ (50,597,703)

Another element of that reconeiliation states that “The net effect of miscellaneous transactions involving losses arising from
disposal and sale of capital assets are not reported as expenditures in governmental funds.” The Statement of Activities
reports losses and gains arising from the disposal and sale of capital assets. Conversely, governmental funds do not report
any loss on the disposal or sale of capital assets. The details of this ($424,378) difference are as follows:
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Loss on Disposal of Capital Assets $ (2,435,507
Gain on Sale of Capital Assets 2,357,709
Proceeds from Sale of Capital Asscts (346,580)

Net adjustment 10 decrease net changes in fund balances -
total governmental funds to arrive at changes in net assets

of governmental activities. $ (424,378)

Another element of that reconciliation states that “Revenues in the Statement of Activities that do not provide current
financial resoutces are not reported as revenues in the governmental funds.” The details of this (§14,967,502) difference
are as follows:

Deferred Revenue $  (12,701,709)
Derivative Investment Expense (1,864,357)
Adjustment Operating Grants and Contributions (700,000)
Miscellaneous Revenue 298,564

Net adjustment to decrease net changes in fund balances -
total governmental funds to arrive at changes in net position
of governmental aclivities. S (14,967,502)

Another clement of the reconciliation states that “Bond proceeds provide current financial resources to governmental funds,
but issuing debt increases long-term liabilities in the Statement of Net Position. Repayment of bond principal is an
expenditure in the governmental [unds, but the repayment reduces long-lerm liabililies in the Stalement of Net Position.
This is the amount by which proceeds exceeded repayments.” The details of this ($187,699,060) difference are as follows:

Principal Repayment on Bonds $ 107,664,251

Principal Repayment on Authority Obligations 6,540,000

Bond lssuance and Defeasance (301,903,311)
Net effect of differences in the treatment of long-term debt $ (187,699,060)

Another element of the reconciliation states that, “Some expenses reported in the Statement of Activities do not require the
use of current financial resources and, therefore. are not reported as expenditures in governmental funds.” The details of the
$86,313,935 difference are as follows:
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Change in Compensated Abscncees Payable $ 47,952,886
Change in Severance Payable 34,619,058
Change in Workers' Compensation Payable 869,325
Change in Unemployment Compensation Payable 2,072,931
Change in Claims and Judgments Payable 1,007,597
Change in Early/Voluntary Retirement Incentive Payable 11,403,294
Change in Arbitrage Rebate Payable 20,671
Change in Net Accrued Bond Interest (10,827,295)
Change in Bond Issuance Costs 1,872,800
Change in DHS Payable 500,000
Change in OPEB Payable (258,086)
Change in NSF Payable (2,442,246)
Change in IBNR Payable (477000}

Net adjustment ta increase/(decrease) net changes in fund halance -

total governmental funds to arrive af changes in nel position of

governmental qctivities. $ 86,313,935
3. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A, Budgetary Information
N General Budget Policigs

As required by various legislative mandates, the School District is required 1o adopt both an operating budget
and a capital budget for cach fiscal year. The operating budget consists of the General Fund, the Intermediate
Unit Fund and the Debt Service Fund. In the fall of each fiscal year, the CEO provides a status report to the
Governing Body on the budget for the current Fiscal Year. Multi-year projections are also developed during the
normal budget preparation process so that consideration of any changes in the current educational program can
be discussed.

In mid-November of each fiscal year, program administrators and managers receive budget preparation materials
in order to develop goals, objectives and priorities which are transposed into budget requests. All such requests
are defined by items of expenditures referred to as “object classes.” Completed budget requests are submitted to
the Office of Management and Budget tor review by the end of December of each fiscal year. All approved
requcsts arc incorporated into the “proposed operating budget.”

In consultation with the SRC, the CEO providcs status reports on both budgcts for the current Fiscal Year, the
ensuing Fiscal Ycar, and multi-year projcctions before and after giving consideration to any changes in the
current education program. The SRC then must obscrve specific-timing requirements outlined in the Charter and
described more fully as follows:

(a) At least thirty days prior to the end of the current Fiscal Year, the budget must be adopted (no later
than May 31% of each year);

(b) At least thirty days prior to adoption, public hearings must be held (no later than April 30™ of cach
year); and

(c) At least thirty days prior to public hearings, notice must be given of hearing dates, and copies of the
proposed opcrating budget must be made available to all interested parties (no later than March 31 of
cach year).

A statement of estimated receipts and expenditures is submitted to the Mayor of the City and the President of

City Council on or before March 31* of each fiscal year. Since the School District has limited taxing power, the
City Council must approve the continuance of, or changes in, the levy of local taxes for school purposes
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required to fund the estimated expenditures of the School District afier taking into account the estimated
revenues from the Commonwealth and the 16.75 mills of real estate taxes authorized by the General Assembly.

If total estimated funds from all sources are insufficient to balance the budget, the SRC must reduce anticipated
expenditures to a level consistent with total available funds, as mandated by the Charter. The ensuing balanced
budget becomes the adopted financial plan for the School District for the forthcoming Fiscal Year,

Control of the operating budget is exercised at the expenditure object class tevel within principal administrative
units. Management is authorized to transfer budget amounts between personal services and emplovee benefits
and among materials, supplies, books and equipment, but only within an administrative unit. Transfers between
other expenditure classes or between administrative units require the approval of the SRC with appropriate
notice, public hearing and debate. No supplementary budgetary appropriations are necessary during the fiscal
yeat. Unencumbered appropriations lapse at year-end.

The development of the capital budget and program is the principal responsibility of the Office of Capital
Programs and represents that office’s research and analyses as well as the priornities of both the SRC and the
CEO in consultation with representatives of the City Planning Commission. Due consideration is given to
balancing physical needs and financial resources which may hecome available to fund capital improvements, A
capital program detailing the division’s plan for the ensuing five years, as well as a capital budget detailing the
cxpenditure requirements of the {irst year of the capital program must be adopted by the SRC no later than the
date of the adoption of the annual operating budget. Implementation of the capital budget is contingent upon the
receipt of proceeds of debt obligations of the School District or other resources made available for capital
improvement purposes.

Control of the Capital Projects Fund budget is exerciscd at the major projeet and sub-project evels. Transters
between major projects must be approved by the SRC. Unencumbered appropriations lapsc at year-end although
they may be included in the ensuing fiscal year’s appropriations. Administrative control is maintained at the
individual projcct level.

‘The SRC is not required to adopt a budget for Categorical Funds. However, the SRC does approve all contracts
with funding agencies and budgctary control is exercised at the level prescribed by funding agency regulations
and guidelines. Amendments to individual grants in the Categorical Funds budgets must be approved by funding
agencies.

Enterprise (or Food Services) and Internal Service (or Print Shop) Funds budgets are not adopted; however,
formal budgets are prepared and approved by management and expenses are controlled and monitored according
to appropriate line items.

Likewise, Fiduciary Funds are not formally budgeted; however, each individual expenditure request is reviewed
for compliance with legal provisions and for availability of funding.

) Encumbrance Accounting
Encumbrance accounting, by which purchase orders, contracts and other commitments for the expenditure of
funds are recorded in order to reserve that portion of the applicable appropriations, is employed as an extension
of formal budgetary integration in governmental funds except for Categorical Funds,
B. Fund Equity/Net Position

The operating (unds, which consist of the General Fund, Intermediate Unit Fund and Debt Service Fund, experienced a fund
balance of $58.4 million. This amount is comprised of a General Fund negative fund balance of $40.8 million, which is
offset by $98.2 million in the Debt Service Fund and $1.0 million in the Intermediate Unit Fund.

Categorical Funds experienced a negative fund balance of $5.8 million. The deficit in the Categorical Funds is due 1o
GASB Statement No. 33 provisions which require that grant revenue can only be recognized when collected during the
fiscal year or collected soon after the end of the fiscal year to be available to pay the liabilities of the current {iscal period.

The Enterprise Fund had negative net position of $2.9 million.
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A.

DETAILED NOTES ON ALL FUNDS AND ACCOUNTS

Cash and Investments

(H

3)

General Information

The School District’s cash and investments, including $84.0 million held in agency funds, at
June 30, 2013 are summarized as follows:

Cash and Cash Equivalents $ 114,504,428
Cash and Investments with Fiscal Agent 98,112.600
Equity in Pooled Cash and Investments 173,205,272
Cash and Investments Held by Trustee 237,558
Investments 200,000

Total Cash and Investments $ 386,259,858

The School District s authorized under Section 440.1 of the Public School Code to invest in United States
Treasury bills, short-term obligations of the United States government and its agencies or instrumentalities,
obligations of the United States of Amcrica or any of its agencies or instrumentalities backed by the full faith
and credit of the United States, obligations of thc Commonwecalth or any political subdivision of the
Commonwealth backed by the full faith and credit of the Commonwealth or the political subdivision, money
market funds of United States Treasury obligations and collateralized repurchase agreements.

The School District’s investment policy is contained in a formal resolution of the SRC, namely SRC-3, dated
April 21, 2004. Trallows the District to invest School District funds consistent with Pennsylvania Public School
Code Section 440.1. The resolution delineates the standards and specifications for banks and other institutions
permitted to be used for investments /deposits of School District funds.

Cash Management Practices

The average yield on all maturing investments during Fiscal Year 2013 was approximately 0.30% and total
interest income was $2.4 million. This was a $ 0.3 million decrease in total income over Fiscal Year 2012
primarily due to continuation of lower average interest rates.

Investments

As of June 30, 2013, the School District had the following investments:

Weighted Average
Investment Type TFair Value Maturity in Years
Repurchase Agreements $ 98,091,720 008
Discounted Notes 15,712,683 380

(a) Interest Rate Risk— The School District minimizes the affect that changes in interest rates have on the fair
value of investments by investing in obligations of the United States Treasury and Commonwealth and/or
collateralized repurchase agreements. Repurchase agreements for sinking funds and consolidated cash, and
capital fund investments, as of June 30, 2013 mature in three (3) days. Discounted Notes purchased by the
School District relating to forward purchase agreements for sinking fund deposits are designed to mature in
fcss than a ycar.

(b) Credit Risk - School District investments in collateral securities were rated as follows:

Investment Name Moody’s S& P Fitch
Discounted Notes under  Federal National Mortgage
Forward Purchase Association (FNMA) Aaa AA+ AAA
Agreement

Federal Home Loan
Bank (FHLB) Aaa AA+ N/R *

*Fitch does not rate (N/R) FHLB.
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(c) Concentration of Credit Risk - The School District does not restrict the amount of deposits made to any
particular bank or any counterparty to a repurchase agreement,

(d) Custodial Credit Risk~Deposits - The School District maintains all deposits in deposilories which are
insured by the Federal Deposit Insurance Company (the “FDIC™) to the extent permitted by law and to the
extent not so insured, shall be secured by collateral pledged in accordance with Pennsylvania law (Act 72
of 1971). In addition, for any depository bearing a Bauer Financial rating of three stars or less in any
quarter of the year, School District deposits in those institutions are limited to the amount of available
federal insurance, and appropriate collateral pledged specifically to the School District tor those deposits.

(e) Custodial Credit Risk~Investments - The School District generally requires that all collateral pertaining to
investments in repurchase agreements be held by a third party custodial agent. Collateral is delivered 1o
the School District’s custody banks for all repurchase agreements. Allowable collateral includes: (i)
United States Treasury securities; and (ii) United States Government Agencies (full faith and credit with no
maturity restrictions; non full faith and credit with maturity restrictions of one (1) year or less). The market
value of collateral is maintained at 102% of investments.

)] Derivative Investment Instruments

(a) Issued and Adopted Accounting Principles: 1n June 2008, the GASB issued Statement 53, Accounting and
Financial Reporting for Derivative Instruments (GASB 53). GASB 53 addresses the recognition,
measurement, and disclosure of information regarding derivative instruments entered into by state and local
governments. All derivatives are 1o be reported on the statement ol net position at fair value. For swaps
deemed to be investment instruments under GASB 53, such as the School District’s basis swaps, the changes
in fair value are reported in the statement of activities as investment revenue or loss.

(b) Objective, Terms, Fair Value and Accounting of Derivative Instruments: The School District engaged an
independent pricing scrvice with no vested interest in the interest rate swap transactions to perform the
valuations, and evaluation of the swaps for compliance with GASB 53. Fair value takes into consideration
the prevailing interest rate environment and the specific terms and conditions of each swap. All fair values
were estimated using the zero-coupon discounting method. This method calculates the future payments
required by the swap, assuming that the current forward rates implied by the yield curve are the market’s best
estimate of future spot interest rates. These payments are then discounted using the spot rates implied by the
current yield curve for a hypothetical zero-coupon rate bond due on the date of cach future net settlement
payment on the swaps.

The swaps where the School District pays and receives floating rates--basis swaps--are deemed investment
instruments under GASB 53 and are accounted for as investment instruments.

The table below displays the objectives, terms, and fair values of the School District’s derivative instruments
outstanding as of June 30, 2013 along with the counterparties and their credit ratings.

Jrutial Carent Effective Mataotr Courterparty
Arsocated Bonds MNotional Notiomnal Diate Diate Rate Faud Bate Reomred Fan Vaue  Bank Counteeparty Ratings
Zegiez 2007 Behool Lease \ e rar tmenn  SIEDBEIA 67%% pf USD-LIBOR vt anm nqn Sells Frpo Baok .
- oo L S130000,600 $130.000,000 11/30/06 5/15/205% = FTABS AR BoSImE ARE AA-AA-
Reveue Bonds Swap Index + 0.2788% XA
Sewez 2000 Sehiool Teaze - N 3 SIFALS 674 i UED-LIBOR . TFAdozgee Chase L .
LAIOD0,000 BASOOUDLMY 11/30/06  3715,208 1$16,763,796; ° AzdiasiAs

Fevernoe Bonds Swap Index -+ (L2788% Bk, 2o AL

(323,851,157,

Basis risk / Interest rate risk.

‘The primary objective of the basis swaps was for the School District to reduce interest cost from the expected
benefit resulting from short term tax-exempt rates reflecting prevailing income tax rates throughout the lifc of
the swap. The School District receives a percentage of 1-Month LIBOR plus a spread of 0.2788% and pays
the SIFMA tax-exempt rate, with the expectation of'a (0.2788% net benefit over the life of the swap as long as
lax rates remain the same. The historical average ratio of 1-Month LIBOR (short-term taxable rates) versus
SIFMA Swap Rates (short-lerm tax-exempt rates), a direct function of income tax rates, is approximately
67%. Therefore, there needs to be a spread payable to the School District in exchange for 67% of LIBOR
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B. Receivables

over the long term and this is the value of the benefit, the risk being tax rates change over the life of the basis
swap. This additional receipt of 0.2788% to the School District is the expecied benefit and reduction to
interest cost on the associated bonds for the lifc of the basis swap transaction. From the date of exceution of
the two basis swaps through June 30, 2013, the net benefit to the School District has been $9,134,530.

The value of such a swap is determined by the prevailing level of taxable interest rates received versus the
level of tax-exempt interest rates paid.

Credit risk. This is the risk that the counterparty fails to perform according to its contractual obligations. The
appropriate measurement of this risk at the reporting date is the total fair value of swaps netting, or
aggregating under a contract between the School District and each counterparty. The School District would
be exposed to credit risk on derivative instruments under a netting agreement that would total to an asset
position. As of June 30, 2013, the School District has no credit risk exposure on the two basis swap
contracts because the swaps under each nefting agreement with each counterparty have negative fair values,
meaning the counterparties are exposed to the School District in the amount of the derivatives' fair values.
ITowever, should interest rates change and the fair values of the basis swaps become positive, the School
District would be exposed to credit risk,

The basis swap agreements contain varying collateral agreements with the counterparties, The basis swaps
require collateralization of the [air value of the basis swap should the counterparty's credit rating fall below
the applicable thresholds.

Termination risk. Only the School District may terminate the two exiting basis swaps if the counterparty fails
to perform under the terms of the respective contracts. If at the time of termination the swaps have ancgative
fair value, the School District would be liable to the counterparty for a payment equal to the basis swap’s fair
value.

(1) Net Receivables

Receivables for the School District’s individual Major and Non-Major, Internal Service and Fiduciary Funds in
the aggregate, including the applicable allowances for uncollectible accounts, as of the fiscal year end are as

follows:
(Dollars in Thousands)
Debt Capital Internal
General Service Projects Service Enterprise Fiduciary Total

Receivables

Interest 1.5 $ 412.5 $ 0.9 $ - $ - M - $ 4149

Taxes 253,764.5 - - - - - 253,764.5

Accounts (nct) 12,7042 - - 26.6 3,000.0 2,672.5 18,4033
Gross Receivables 266,470.2 412.5 0.9 26.6 3,000.0 2,672.5 272.582.7
Less: Allowancces for
Uncollectible

Taxes 80,116.8 - - - - - 80,116.8
Total Allowance 80,116.8 - - - - - 80.116.8
Net Total Receivables 186,353 4 3 412.5 $ 09 $ 26.6 $  3,000.0 $ 26725 $ 1924659

(2) Taxes Receivable

The totals reported for taxes receivable on the Statement of Net Position, Balance Sheet and the table above
have been aggregated. The following details of the components of those taxes are presented in the table below,
Estimated collectible taxes at June 30, 2013 equaled $173.6 million as follows:
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(Dollars in Millions})

Taxes Estimated Estimated
Receivable Uncollectible Collectible
Real Estate Taxes
Current $ 66.3 $ 4.9 $ 61.4
Prior 145.1 49.4 95.7
Total Real Estate Taxes 2114 54.3 157.1
Self Assessed Taxes
Use and Occupancy 15.6 10.3 53
School Income Tax 6.1 2.7 3.4
Liquor Sales Tax 20.6 12.8 7.8
Total Self Assessed Taxes 42.3 25.8 16.5
Total Taxes Receivable 253.7 3 80.1 $ 173.6

During July and August 2013, $19.7 million in real estate taxes receivable and $10.8 million in self-assessed
taxes receivable were collected. Those amounts were accrued and included in Fiscal Year 2013 revenues.

(3) Deferred Revenue

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered
to be available to liquidate liabilities of the current fiscal period. Governmental funds also defer revenue
recognition in connection with resources that were received, but not vet earned. At the end of the current fiscal
year, the various components of deferred revenue reported in the governmental funds were as follows:

Unavailable Unearned

Taxes receivable earned but not available (General Fund) § 143,169,373 -
Accounts receivables earned but not available (General Fund) 4,232.403 -
Grant funds earned but not available (Categorical Funds) 5,815,097 -
Grant funds earned but not available (Capital Projects Funds) 763,155 -
Grant funds received prior to meeting all eligibility requirements

(Categorical Funds) - $ 16,683,636
Interest on investments received prior to being earned

(Debt Service Fund) - 331,154

Total Deferred Revenue for Governmental Funds $ 153,980,028 $.17.014.790
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C. Capital Assets

Capital Assets activity for the fiscal ycar ended June 30, 2013 arc sumnmarized as follows:
(Dollars 1n Millions)

Balanee Balance
July 1,2012 Additions Deletions Transfers June 30,2013

Gavernmental Activities:
Capital Assets - Not Depreciated

Land 3 131.8 $ - $ - $ 0.5 $ 1323

Construction in Progress 58.2 17.7 - (47.9) 280

Artwork 8.1 - - - 8.1
Total Capital Assets - Not Depreciated $ 1981 $ 17.7 $ - 3 (47.4) 3 168 4
Capital Assets - Depreciated

Buildings $ 17529 $ 227 $ - 3 21.9 $ 1,797.5

Improvements 1,1851 19.2 - 256 1,229.9

Intangible Assets 436 0.5 - - 461

Personal Property 2553 15.6 @31 - 2398

Print Shop 0.7 - (0.2) - 0.5
Total Capital Assets - Depreciated $ 32396 $ 58.0 3 31.3) 3 475 $ 3,313.8
Less Accumulated Depreciation

Buildings $ (609.5) 3 (32.4) 3 - $ - $ (641.9)

Improvements (670.3) (57.6) - - (727.9)

Intangible Assets (34.5) (2.1) - - (36.6)

Personal Property (166.5) (26.4) 28.6 - (164.3)

Print Shop (0.6) - 0.1 - (0.5)
Total Accumulated Depreciation $ (1,4814) $ (1185 $ 28.7 ) - $ (1,571.2)
Net Capital Assets Depreciated $  1,7582 $ (60.5) b (2.6) $ 47.5 $ 1,742 .6
Gavernmental Activities - Net Capital Assets $  1,9563 % (42.8) $ (2.6) b 0.1 % 1,911.0
Business-Type Activities:
Capital Assets - Depreciated

Machinery and Equipment $ 16.6 3 0.1 $ 0.2) $ - 3 16.5

Less Accumulated Depreciation (14.1) (0.5) 0.2 - (14.4)
Business-Type Activities - Net Capital Assets $ 235 $ (0.4) $ - $ - $ 21

Depreciation expense was charged to the following activities as follows:

Governmental Activities: {Dollars in Millions)
Instruction $ 107.9
Student Support Services 4.3
Administrative Support 5.3
Operation & Maintenance ot Plant Services 0.7
All Other Support Services 0.3

Total Depreciation Expense $§ 1185

For Business-Type activitics, al! depreciation expense was charged to the Enterprise Fund (or Food Service).

D. Obligations

(H Short-Term Obligations

The School District issued $500.0 million of Tax and Revenue Anticipation Notes (TRANS) on July 3,2012 as
authorized by the SRC. The proceeds of the Notes were used to address the School District’s cyclical cash flow
needs. All of the Notes were repaid as of June 28, 2013. Changes in short-term obligations payable during
Fiscal Year 2013 were as follows:
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(Dollars in Millions)

Balance Balance
Julv 1, 2012 Additions Deletions June 30, 2013
Governmental Activities:
Tax and Revenue Anticipation Note
(Series 0f 2012-2013) 5 - § 5000 § (500.0) 5 -
Total $ - $ . .500.0 $  (500.0) $ -

2) Long-Term Obligations

Changes in long-term obligations pavable during Fiscal Year 2013 were as follows:

(Dollars in Millions)

Balance Balance Due Within
July 1,2012 Additions Deletions June 30,2013 One Year
Governmental Activities:
General Obligation Bonds/Lease Rental Debt § 31442 $ 2650 $(1142) $ 32950 $ 1137
Bond Premium 100.9 369 (8.9) 128.9 9.7
Bond Refunding Losses (167.3) - 13.2 (154.1) (13.2)
Bond Discount (10.3) - 035 (9.8) (0.5)
Total Bonded Debt £ 30675 $ 3019 £ (109.4) § 32600 $ 109.7
Termination Compensation Payable $ 2514 $ 19.0 $  (67.0) $ 203.4 $ 38.6
Severance Payable 166 2 1.7 (36.2) 131.7 172
Due to Other Governments
- Deferred Reimbursement 453 - - 453 453
Other Liabilities 136.5 338 {37.8) 1325 378
[ncurred But Not Reported (IBNR) Payable 12.0 05 - 12.5 12.5
Early/Voluntary Retirement Tncentive 114 - (11.4) - -
Arbitrage Liability 0.3 - - 03 0.3
DHS Liability 40 - (0.5) 35 0.5
OPEB Liability 0.1 03 - 0.4 -
NFS Federal Liability - 2.5 (0.1) 2.4 0.8
Governmental Activity - Long-Term Liabilitics § 36947 $ 359.7 $ (2624) $ 3,792.0 $ 262.7
Business-Type Activities:
Termination Compensation Payable $ 2.1 $ 04 $ 06) % 1.9 $ 02
Severance Payable 0.7 04 (0.3) 0.8 0.1
Interfund Loan 7.1 - 3.0) 4.1 -
Other Liabilities - - - - -
Business-Type Activities - Long-Term Liabilities $ 9.9 3 08 $ 3.9) $ 6.8 $ 03

Termination (compensated absences), severance, unemployment, claims & judgments and workers’
compensation liabilities are accrued to the governmental funds to which the individual is charged and then
liquidated by the General Fund. In addition, DHS, OPEB and Arbitrage liabilities are fully liquidated by the
CGeneral Fund.

The Interfund Loan of $4.1 million under the Business-Type Activity is presented on the Government-Wide
Statement of Net Position Business-Type Activity column as part of the $11.1 million Internal Balances
Payables.

(a) General Obligation Bonds & 1.ease Rental Debt

(1) Authority to Issue

e General obligation debt is issued pursuant to the Local Government Unit Debt Act of
July 12, 1972, P.L.. 781 as amended and re-enacted by Act 177, approved December
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1996 (the “Debt Act™). The Debt Service Fund is used to account for the accumulation
of resources and the payment of principal, interest and issuance costs on general
obligation bonds and lease rental debt. The School District has issued various general
obligation bonds and lease rental debt throughout the years to fund budgeted capital
projects and to refund higher interest rate bonds with bonds bearing lower costs, and to
provide level debt service payments for the District.

The School District is authorized, under amendments to the Debt Act enacted in
September 2003, to enter into “qualified interest rale management agreesments.” These
qualified interest rate management agreements are, defined in the Debt Act, as
agreements determined in the judgment of the School District designed to manage
interest rate risk or interest cost of the School District on any debt which the School
District is authorized to incur under the Debt Act. Such qualified interest ratc
management agreements may include swaps, interest rate caps, collars, corridors,
ceiling and float agreements, forward agreements, and other similar arrangements. The
School District’s Debt Policy places limits on the amount of qualified interest rate
management agreements the School District may enter.

General obligation bonds and lease obligations at June 30, 2013 by bond issue are summarized as follows:

1}
Issue™

2000-B
2003-B
2004-D
2004 -F
2005 - A
2005-B
2005 -C
2005-D
2006 - A
2006-8
2007 - A
2007-C
2007-D
2008-E
2008-T
2009 - A
2009 -B
2009 . C
2010- A
2000-B
2010-C
2010-D
2010-E
2010 - F
2010-G
2011-A
2011-8
2011-C
2001-D
2012-A
2012-B

(Dollars i Thousands)

Maturity Original
Imterest Year Ending Principal Principal
Rates 30-Jun Issued Qutstanding Interest Total

0O7ARS ™ 2014 22,985 22,930 - 22,930
5.500 < 2028 588,140 43,505 35,892 79,397
4.000 - 5.000 2015 100,000 8,705 870 9,575
QZABS @ 2019 19,335 8,286 - 8286
4.000 - 5.000 2023 108,140 194,250 51,715 245,965
5.000 2017 43,415 26,610 3410 30,020
4,470 -5310 2026 71,740 53,785 20,208 73,993
5.000 - 5,500 2021 29,920 18375 4,79 23,171
4450 -5.000 ¥ 2036 317,125 282,195 188,758 470,953
3.500-5.000 © 2033 545,570 545,540 442,001 987,541
4.000 - 5.000 2034 146,530 146,475 121,765 268.240
QZABS ¥ 2023 13,510 9,007 - 9,007
Q7ABS @ 2023 28,160 28,135 3,344 31,479
4.125 - 6.000 2039 282,365 268,715 250,289 519,004
3.875-5.250 2028 114215 114,195 45,775 159,970
45274827 2014 20,075 3,070 148 3218
3.000 - 5.000 2019 30,710 30,710 5731 36,441
Variable Rate ¥ 2026 49,200 49,200 6,243 ¥ 55,443
5.000 2016 27,820 15,645 1,590 17235
4.735-6.765 2040 221,485 221,485 255,085 476,570
2.500 - 5.000 2022 300,045 230,145 53,706 283,851
2125 - 5.000 2023 49,363 19,365 16.434 65,799
3.000 - 5,250 2025 125,880 120,835 52,577 173,412
Variable Rate 2031 150,000 150,000 26,980 176,980
Variablc Rate ! 2031 150,000 150,000 26,980 9 176,980
5.995 2031 144,625 144,625 151,730 296,355
2.000 « 5.000 2022 16,970 15.590 2,194 17,784
2.000 - 5.000 2022 41,185 34,065 8,192 42,257
3.000 - 5,000 2022 16,330 16,330 2,971 19,301
2.000 2017 35,313 28,250 1516 29.766
5.000 @ 2032 264,995 264,995 158,394 423,389
4,165,148 3,295,018 1,939,294 5234312

D All debt has been issued for Capital purposes, except for issues for 2005-A, 2005-C, 2009-A, 2012-A and
2012-B.
@ Prior to 2006, Qualified Zone Academy Bonds were interest free to the issuer. The 2007D QZABS bear
inlerest at 1.25%.

(3)

Lease rental debt issued through the State Public School Building Authority.

¥ Maximum inferest rate on the Series C of 2009 and Series F & G of 2010 is 12%. Ifthe Bonds became Bank
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Bonds and are held by the Creditor Provider the maximum is 24%, However, in no event shall such rates
exceed the highest rates allowed by the Commonwealth of Pennsylvania. Currently, the Series C, I & G bonds
are secured by letlers of credit which expire in 2014 (see Subsequent Event Note for update). All variable rate
bonds are trading at or below SIFMA.

“) " The School District budgets its variable rate debt at 1.25%.

) Bonds issued as ARRA Federal Taxable Build American Bonds, Series 2010-B, receive a cash subsidy from
United States Treasury equal to 35% of interest payable. In Fiscal Year 2013, this subsidy was redueed by
$0.2 million due to the Federal Budget Sequestration.

" Bonds issucd as ARRA Qualificd School Construction Bonds, Scrics 2011-A, rcceive a cash subsidy from
United States Treasury that is sct at the time of the sale. The School District will receive a 4.87% subsidy on
bonds that were issued at a 5.995% interest ratc. In Fiscal Year 2013, these subsidies were not affected by the

' Federal Budget Sequestration.

®  SEPTA issued a loan to the School District in the aggregate principal amount of $35.3 million to be paid in
five equal payments with interest for Transpasses in fiscal vear 2012, Total debt service will be reduced by
$3.5 million administrative fee adjustment.

Debt service to maturity on general obligation bonds at June 30, 2013 is summatized as follows: (Excludes debt
issued through the State Public School Building Authority)

Governmental Activities
{Dollars in Thousands)

Year Ending

June 30 Principal Interest ‘¥ Total
2014 $ 106,059 $ 935,294 $ 201,353
2015 102,499 91,527 194,026
2016 108,664 86.861 195,525
2017 111,944 82.130 194,074
2018 112,897 77.098 189,995
2019-2023 597,265 309.277 906,542
2024-2028 469,715 202.746 672,461
2029-2033 285,915 121,595 407,510
2034-2038 216,345 44,272 260,617
2039-2040 47,480 3.450 50,930
Total $ 2,158,783 $ 1,114,250

" Maximum interest rate on the Serics C of 2009 and Scries I' & G of 2010 is 12%. 1fthe Bonds became Bank Bonds
and are hcld by the Creditor Provider the maximum is 24%. However, in no cvent shall such rates excecd the highest
rates allowed by the Commonwealth of Pennsylvania. Currently, the Serics C, F & G bonds are sccured by Ictters of
credit which expirc on January 3, 2014 (scc Subsequent Event Note for update). All variable rate bonds arc trading
at or bclow SIFMA.

Debt service to maturity on debt issued through the State Public School Building Authority at June 30, 2013 is
summarized as follows:

Governmental Activities

(Dollars in Thousands)

Year Ending Interest
June 30 Rates Principal Interest Total
2014 3.500-5.000 $ 11,380 $ 59,966 $ 71,346
2015 3.500-5.000 16,475 54,870 71,345
2016 3.500-5.000 17,255 54,083 71,338
2017 3.625-4.500 8,125 53,220 71,345
2018 3.625-5.000 19,030 52,314 71,344
2019 - 2023 3.750-5.000 119,675 246,222 365,897
2024 - 2028 4.125-5.000 316,330 197,711 514,041
2029 -12033 4.500-5.000 561,665 101,533 663,198
2034 — 2036 4.450-4.500 56,300 5,125 61,425
Total $ 1,136,235 $ 825,044 $ 1,961.279
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(b)

(i1) Sinking Fund Covenants

¢  Fixed Rate General Obligation Bonds: The School District has covenanted that the City
will, on cach busincss day, irrcvocably deposit with the paying agent for the bonds,
from local tax rcvenues collected that day, for payment into a sinking fund,
approximately equal daily installments which, together with other available resources
in the sinking fund amounts sufficient to accumulate the sum required to pay the next
principal or redemption price and the amount required to pay the next interest payment.
Such debt service resources are required to be accumulated in full by this method by
the 15th day prior to each specified payment date. These covenants were established to
enhance the credit underlying the School District’s general obligation bonds and to
assure timely payment of debt service.

e Variable Ratc General Obligation Bonds: The School District has covenanted that it
will irrcvocably deposit monthly, with the paying agent for these bonds, fifteen days
prior to the next payment date, from any revenucs available that day into the sinking
funds, an amount which, together with other available resources in the sinking fund
that will be sufficient to pay the next monthly variable rate interest payment and in
years when principal payments are due, an amount equal to 1/12 of the ncxt principal
payment. These covenants were established to enhance the credit underlying the
School District’s variable rate bonds and to assure timely payment of debt service. The
Debt Policy places limits on the portion of the School District’s debt portfolio that can
be in the variable rate mode.

¢  Lease Rental Debt: The School District has entered into an intercept agreement with
the Treasurer of the Commonwealth of Pennsylvania who will irrevocably deposit
scmi-annually, with the paying agent for these bonds, {rom any Commonwealth
revenues duc the School District into a sinking fund, an amount ¢qual to the Base
Rental payments duc under the sublcase on or prior to cach Base Rental payment.
Thesc payments arc duc on or prior to the fiftcenth (15%) day of the calendar month
immcdiatcly preceding each debt service date for the State Public School Building
Authority bonds. These covenants were established to enhance the credit underlying
the School District’s Lease Rental Debt and to assure timely payment of debt service.

e Interest Rate Management Agreements: Pursuant to the Debt Act, periodic scheduled
payments due from the School District under a qualified interest rate management
agreement are payable on a parity with debt service on the bonds related to the
applicable qualified interest rate management agreement. The School District has
covenanted to budget, appropriate and pay such periodic scheduled payments from its
general revenues, and has pledged its full faith and credit and taxing power (within the
limits prescribed by law) to secure such payments. Termination pavments are subject
and subordinate to periodic scheduled payments and are not secured by the foregoing
pledge.

Derivative Instruments

Summary

The School District adopted, in Fiscal Year 2010, the provisions of Governmental Accounting
Standards Board (GASB) Statement No. 53, dccounting and Financial Reporting for Derivative
Insiruments. The fair value balances and notional amounts of derivative instruments outstanding at
June 30, 2013, classified by type, and the changes in fair value of such derivative instruments for the
year then ended as reported in the 2013 financial statements are as follows (amounts in thousands;
debit (credit)):
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Governmental Activities

Investment derivatives:

Pays-variable

interest rate swaps

(c)

(d)

Change in Fair Value Fair Value at June 30. 2013
Classification Amount Classification Amount Notional
Investment
expense (% 1,864) Investment  § (23,951) § 500,000

$..(23.951)

As of June 30, 2013, the School District determined that the pay variable interest rate swaps listed as
investment derivatives do not meet the criteria for effectiveness as a hedging instrument. It is therefore
reported within the investment revenue classification.

Fixed Rate Lease Revenue Deficit Bonds and Defeasements

(®

(if)

Fixed Rate Lease Revenue Deficit Bonds:

On November 28, 2012, the School District of Philadelphia issued $264.995,000 of School
L.ease Revenue Bonds with a premium of $36,908,311. These bonds were 20 year fixed rate
lease revenue bonds issued through the State Public School Building Authority (SPSBA) to
fund the deficit. The $301,903,311 represents the aggregate proceeds of the sale. Costs of
issuance totaled $1,872,800 less $1,283,112 for the underwriters’ discount.

Defeasements:

As in prior years, the School District defeased certain general obligation bonds by placing the
proceeds of new bonds in an irrevocable trust to provide for all future debt service payments
on the refunded debt. As such, the trust account assets and liability for the defeased bonds are
not included in the School District’s financial statements. As of June 30, 2013, $91.0 million
of bonds outstanding are considered to be totally defeased and the liability has been removed
from long-term liabilities.

In addition, the QZAB bond Series 2004E of $19.3 million, issued September 2004, and duc
September 1, 201§ is considered partially defeased in substance for accounting and financial
reporting purposes. The School District irrevocably places $1.4 million in trust with its fiscal
agent each September 1st. These amounts are invested in a forward purchase agreement to be
used solely for satisfying a scheduled payment of the defeased debt. As of June 30, 2013,
$11.0 million is considered partially defeased in substance for accounting and financial
reporting purposes.

The QZABs bond Series 2007C and 20071 of $13.5 and $28.2 million, respectively, were
issued December 28, 2007, and due December 28, 2022 are considered partially defeased in
substance for accounting and financial reporting purposes, The School District irrevocably
places $0.9 million in trust with its fiscal agent each December 15th for Series 2007C. These
amounts are invested in a forward purchase agreement to be used solely for satisfying
scheduled payments of the defeased debt. As of June 30, 2013, $4.5 million is considered
partially defeased in substance for accounting and financial reporting purposes.

Debt Limits

The Pennsylvania Local Government Unit Debt Act of 1996 (Act No. 177) establishes borrowing base

and debt limits for municipalities and school districts within the Commonwealth. The Act provides no
limitation on debt approved by the votcers (electoral) and excludes Tax and Revenue Anticipation Notes
from the computation of the non-clectoral debt limit along with certain other exclusions e.g., self-
liquidating debt, subsidized debt and debt issucd to fund an unfunded actuarial accrued liability. As of

June 30, 2013, the non-electoral and lease rental borrowing capacity or debt limit for the School
District was $1,542.3 million.
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(4)

(5)

(6)

(e) Arbitrage

Federal arbitrage regulations are applicable to any issuer of tax-exempt bonds. Tt is necessary to rebate
arbitrage earnings when the investment earnings on the bond proceeds from the sale of tax-exempt
securities exceed the bond vield paid to investors. As of June 30, 2013, the arbitrage rebate calculation
indicates a liability totaling $2635,502 related to the Series A and B Bonds of 2006 issued through the
Statc Public School Building Authority. This liability will continue to decrease since the project funds
arc no longer carning above the bond yield. The School District will continue to perform an annual
audit rcbate calculation until all funds have been expended. The actual amount payable may be less
than thc amount recorded as a liability as of June 30, 2013.

The School District has reserved $263,502 under the fund balance of the Capital Projects Fund. In
addition, a contingent liability for this amount has been accounted for in the governmental activilies
column of the government-wide statement of net position.

Operating I.eases

The School District is committed under various leases for building, office space and equipment. These
leases are considered operating leases for accounting purposes. Lease expenditures for the fiscal year
ended June 30, 2013 amounted to $9,476,761. Future minimum lease payments for these leases are as

follows:
Fiscal Year Ending Lease Payments
Tune 30 (Dollars in Millions)
2014 $ 5.3
2015 2.4
2016 2.5
Total $ 10.2

General Obligation Bonds/Lease Rental Payable

The ending balance for bonded debt was $3,295.0 million with net adjustment for bond premiums and discounts
of $119.1 million and deductions of $154.1 million for bond refunding losses. As of June 30, 2013, the total
bondcd debt was $3,260.0 million. See note 1D (11) which describes the District’s accounting practices for
long-tcrm obligations.

Termination Compensation ’avable

‘Termination pay consists of accumulated leave not expected to be paid with available resources. 1t includes
accumulated liabilities for unused personal iliness, personal leave, and vacation balances that are payable upon
termination. See note 1. D (10), Compensated Absences, for the School District’s leave policics.

Voluntary Farly Retirement Incentive

On April 8, 2011, the School District of Philadelphia offered a one-time Voluntary Early Retirement Incentive
Program (ERIP) that allowed eligible employees to separate from service with the District at the close of
business on July 1, 2011 and receive eighteen months of health care coverage including medical, dental, optical,
and prescription beginning August 1, 2011 for most employees. The package was open to employees of any age
who had at least 35 years of service by July 1, 2011; employees 60 or older with 30 years of service; and
employees 62 or older with one year of service.

Atotal of 1,182 personnel took advantage of the ERIP offer and a long-term liability of $28.6 million had been

established to reflect the costs of these benefits at June 30, 2011. As of June 30, 2013, the remaining
outstanding balance at July 1, 2012 of $11.4 million was completely paid.
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(8)

9

(10)

(11)

Severance Payable

Pursuant to collective bargaining agreements with the Philadelphia Federation of Teachers and thc
Commonwealth Association of School Administrators, ten (10) month salary schedules were extended over
twelve (12) months beginning September 1, 1982, 'This agreement created a severance liability to all ten (10)
month employees that will be paid upon termination or retirement. Estimated severance payable, based on
current salaries at June 30, 2013, was $13 1.6 million under the governmental activities. July and August 2013
salaries for ten (10) month employees who had not terminated were budgeted and will be paid for from Fiscal
Year 2014 appropriations.

Incurred But Not Reported (IBNR) Payable

Beginning in fiscal year 2011, the School District of Philadelphia revised it’s method ol providing health care
insurance to its employees. The revision involves a change from premium-based coverage o a self-insurance
program. As part of this program, the District has contracted with an administrator to provide the claims review
and payment function and with an insurance consultant for the program advisory services. Through the self-
insurance program, the District will gain greater oversight and control over its fringe benefits costs,

An actuary estimated the Incurred But Not Reported (IBNR) liability for the School District of IPhiladelphia’s
self-insured Medical and Preseription Drug plans as of Junc 30, 2013, The IBNR is technically a subset of the
totat unpaid claims liability, which also includes claims incurrcd and reported to the administrator but awaiting
processing and incurred and processed but not yet paid. As of Junc 30, 2013, the Incurred But Not Reported
Payable amountcd to $12.5 million.

Department of Human Services (DHS) Liability

The City of Philadelphia, Department of Human Services (DHS) paid the costs for Philadelphia children
receiving educational services at various residential treatiment programs during fiscal years 2009 and 2010, The
School District and DHS agreed these costs were the responsibility of the School District. DHS requested
reimbursement from the School District for these costs. On December 21, 2011, the School District and DHS
entered into a structured settlement whereby the School District agreed to a payment plan to pay $4.0 mittion to
DHS over a four year period. As of June 30, 2013, the DHS liability was $3.5 million.

Other Post Employment Benefits (OPEB)

The School District provides up to $2,000 of life insurance coverage for retired and disabled employees. The
cost of postemployment life insurance benefits, like the cost of pension benefits, generally should be associated
with the periods in which the costs occurs, rather than in the future when it will be paid. As of June 30, 2013,
the District had an OPEB obligation of $388,430. See Note 4] Other Post Employment Life Insurance Benefits
for details.

Due to Other Governments

Deferred Reimbursement — The Commonwealth of Pennsylvania has agreed to continue to defer amounts due
from prior vears totaling $45.3 million for reimbursement of advanced funds provided for Special Education
transportation costs.

National Science Foundation (*NSI™) Liability:

An audit by the National Science Foundation’s (“NSF™) Office of Inspector General (“OIG™) of two NS grant
awards covering the period from July 1, 1999 through August 31, 2005 questioned $3,346,652 in costs incurred
under the two awards. On April 14, 2009, NSF issued its decision eliminating $834,406 {rom the recommended
disallowance, leaving $2,512,246 that NSF sought to recover. On November 30, 2012, NSF sent a lelter
demanding payment in the amount of $2,512,246. On April 9, 2013, NSF and the School District agreed to a
thirty-five month repayment plan for the § 2,512,246 with the first payment of $70,000 due June 30, 2013. As
of June 30, 2013, the remaining NSF liability was $2,442,246.

Qther Liabilities

Other habilities consist of $122.9 million for Workers” Compensation, $4.0 million for Unemployment
Compensation Claims and $5.7 million for Claims & Judgments.
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Interfund Receivables, Payables and Transfers

(1) The composition of Interfund balances as of June 30, 2013 is as follows;

Receivable Fund
General Fund

Payable Fund
Enterprise Fund

Amount
$ 11,122,456

Interfund receivables and payablcs arose from operating activity between funds. Any unpaid balance at the end
of the fiscal year is reported as an interfund receivable and/or payable.

The balance of $11,122,456 under the Enterprise Fund was reclassified as an internal balance on the District-
wide financial statements. Pursuant to a resolution adopted by the School Reform Commission on January 19,
2011, the $12,060,515 accumulated lability due to the General Fund as of June 30, 2010 will be repaid in
increments from fiscal years 2011 through 2015. Repayment will be made by a reduction in the General Fund
indirect cost charge to the Enterprise Fund to the extent necessary to enable the Enterprise Fund to pay the
scheduled increments. $1,300,000 was repaid in Y 1 1. $2,100,000 was repaid in FY 12 which was comprised
of the scheduled $1,500,000 payment and an extra $600,000 towards the $2,000,000 payment due June 2013.

The remaining balance of $1,400,000 was repaid in FY 2013,

The $11,122,456 consists of $7,060,514 of the remaining June 30, 2010 accumulated liability. The remaining
$4,061,942 represents a short-term timing difference with regards to cash at June 30, 2013.

(2) Interfund transfers at June 30, 2013 were as follows:

Interfund Transfers Qut

Interfund General Categorical Enterprise
Transfers In Fund Funds Fund Total
General $ - $ 953303 $ - $ 953,303
Intermediate Unit 234,888,713 - - 234,888,713
Categorical 1,810,877 - - 1,810,877
Debt Service 244,464,413 - 217,015 244,681,428
Print Shop 648.542 - - 648,542
Total $.481.812.545 §$ 953,303 $ 217,015 § 482982863

Interfund transfers are used to: (a) move revenues from the fund that statute or budget requires for collection to
the fund that statute or budget requires for expenditure; and, (b) move receipts to the Debt Service Fund from
the Enterprise Fund as a transfer to cover Fiscal Year 2013 allocations of caleteria renovations.

Commitments

()] Capital Projects Fund Construction and Equipment Purchasc Commitments

The School District’s outstanding contractual commitments at June 30, 2013 arc summarized as follows:

New Construction and Land
Environmental Management
Alterations and Improvements
Fquipment Acquisition

Total

(2) Operating I'und Services and Supplies Commitments

$ 4,489,235
650,018
18,448,478
2.746.709

$ 26,334,440

Outstanding contractual commitments in the School District’s operating funds at June 30, 2013 are as

follows:
General Fund

Services and Supplies $ 13,012,367
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(3) Categorical Fund Commitments
Categorical Funds encumbrances totaled $11.6 million at June 30, 2013,

Affiliated Organizations

The Philadelphia Education Fund, Philadelpbia Academies, Inc. (formerly The Philadelphia High School Academies),
Foundations, Aspira, Inc., Cora Services, Llwyn, Inc., Philadelphia Youth Network, EducationWorks, International
Education and Community Initiatives, Catapult Learning LI.C and Philadelphia’s Children First Fund are nonprofit
corporations and are funded by grants, contributions and approximately $34.3 million in contract revenue from the School
District during Fiscal Year 2013, These organizations, in cooperation with the School District, administer various programs
to enhance the education of School District students. These corporations are governed hy independent boards which, in
some instances, include representatives of the School District. Management of these organizations is not designated by the
School District nor does the School District have the ability to significantly influence their operations, The School District,
with the exception ol a small start-up contribution to Philadelphia®s Children First Fund, does not subsidize the operations
of these corporations. In addition, the School District docs not guarantee any of their debt service. These organizations are
not considered component units of the School District because there is no accountability for fiscal matlers to the School
District.

Intermediate Unit

As previously noted, the School District is also an Intermediate Unit cstablished by the Commonwealth to provide programs
for special education and certain non-public school services. Conceptually, the cost of operating an Intermediate Unit for a
fiscal year is partially financed by state appropriations. In certain instances (i.e. transportation), the School District
reimburses the Commonwealth for the funds advanced in the previous fiscal year. The amount advanced for transportation
of special education students is reimbursed in full less the Commonwealth’s share of such cost as determined by a formula
based on the number of students transported, route distances and efficiency of vehicle utilization.

Litigation and Contingencies

The foltowing information represents the opinion and disclosures of the General Counsel of the School District concerning
litigation and contingencies:

(1 Special Education and Civil Rights Claims — There are two hundred eighty-seven (287) various claims against
the School District, by or on behalf of students, which aggregate to a total potential liability of $1.9 million.

Of those, two hundred seventy-seven (277) are administrative due process hearings and appeals to the stalc
appeals panel pending against the School District. These appeals are based on alleged violations by the School
District to provide a free, appropriate public education to students under federal and state civil rights, special
education or the Rehabilitation Act and anti-discrimination laws. In the opinion of the General Counsel of the
School District, one hundred and thirty-nine (139) unfavorable outcomes are deemed probable and one hundred
and seventeen (117) are considered reasonably possible, in the aggregate of $1.0 million and $0.4 million
respectively.

There are three (3) lawsuits pending against the School District asserting claims in violation of §1983 of the Civil
Rights Act. In the opinion of the General Counsel of the School District, unfavorable outcomes of two (2) are
deemed probable in the aggregate amounts of approximately $0.03 million.

There are six (6) suits in federal court by parents of special education students for reimbursement for attorneys’
fees and costs in administrative proceedings and appeals 1o court in which the parents were prevailing parties, In
the opinion of the General Counsel of the School District, unfavorable outcomes are deemed probable and
reasonably possible in the aggregate amounts of approximately $0.22 million and $0.05 million respectively.

Another special education case which the School District is considering whether to filc a petition with the
Supreme Court of the United States is dcemed by General Counsel to be reasonably possible in the amount of
$0.1 million.

(2) Other Matters - The School District is a party Lo various claims, lcgal actions, arbitrations and complaints in the

ordinary course of business, which aggregate to a total potential liability of $24.1 million. In the opinion of the
General Counsel of the School District, it is unlikely that final judgments or compromised sctticments will
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approach the total potential liability, however. Nevertheless, the School District annually budgets an amount that
management believes is adequate, based on past experience, o provide for these claims when they become fixed
and determinablc in amount. More particularly, compromised settlements or unfavorable outcomes are deemed
probable or reasonably possible in the amounts of $2.4 million and $6.1 million, respectively, in connection with
disputed contracts and labor and cmployment matters, Likewise, compromised scitlements or unfavorable
verdicts are deemed probablc or reasonably possible in the aggregate amounts of $1.9 million and $2.7 million,
respectively, arising from personal injury and property damage claims and lawsuits.

Education Audits - 1n the carly 1990s, the School District received basic education subsidies from the
Commonwealth of Pennsylvania bascd primarily on student average daily membership (“ADM™). In July of 1995,
the Department of Education notificd the School District that an audit conducted by the Auditor General for fiscal
years ending in 1991, 1992 and 1993 indicated over-reporting of student ADM in fiscal year 1991, the year
established by the Commonwealth as the base year calculation for all subsidies through fiscal year 1999,
Consequently, a claim for reimbursement due was initially estimated at approximately $40 million through fiscal
year 1999, and subsequently reduced by half, to approximately $20 million, as a result of additional reviews of
School District documentation. In May 1999, the School District appealed the adverse determination to the
Secretary of Education, as provided by law. The Secretary was to appoint a hearing officer to consider the matter
further. During the pendency of the dispute over the adequacy of documentation to support 1991 student ADM
figures, an audit of reported ADM in school years 1994-95 through 1996-97 was also undertaken. The
Department of Education asserted a claim for an additional $20 million for the alleged over-reporting of ADM
during those periods. The School District has denicd this additional claim and has produced supporting
documentation to the Secretary of Education. As part of an agreement with the School District, the
Commonwealth postponed all potential collection actions in this category while both matters remain pending.

The Pennsylvania Auditor General's Bureau of Audits conducted a performance audit of the School District's
pupil membership and attendance reporting procedures for the 2009-2010 school vear, and issued a draft report
on October 26, 2011. The School District's response to the draft report was filed on December 16, 2011. The
final audit report was issued on February 14, 2012, including the School District’s corrective action plan.
Becausce no final determination of forgiveness has been made, however, there remains a reasonably possible loss
in this catcgory on the amount of $40 million.

Federal Audit—The U.S. Department of Education Office of the Inspector General (“O1G™) conducted an audit
of the School District’s controls over Federal expenditures {or the period commencing July 1, 2005 through June
30, 2006. A preliminary draft audit report was issued by the O1G in May, 2009, In accordance with applicable
audit standards, the School District responded to the draft audit findings in August, 2009, supporting the vast
majority of the expenditures questioned. On January 15, 2010, the OIG issued an audit report, assessing the
School District’s management of federal grant [unds during the 2006 fiscal year. The report identified $138.8
million in findings resulting from the audit of controls over federal expenditures, of which $121.1 million wete
considered inadequately supported and $17.7 million were considered unallowable costs. The report included
five findings, the largest of which related to undocumented salary and benefits charged to federal programs in the
amount of $123 million.

As of June 30, 2013 and continuing until the date of this letter, in the opinion of outside counsel, the School
District has potential material liability related to the OIG audit issued in January 2010. The OIG issued an audit
report to the School District assessing the School District's management of federal grant funds during the 2006
fiscal year.

I'o date, the U.S. Department of Education (DOE) has issued two program determination letters (PDLs) rciated to
the 2010 audit report secking a recovery of funds. The PDLs were issued to the Pennsylvania Department of
Education (PDE) and appeals of both are pending. DOE issued a third PDL on the remaining findings that required
corrective actions, but did not result in monetary exposure, Most of the corrective actions have already been
implemented or are being addressed as part of the corrective action plan agreed upon with the PDE and DOE. DOE
has indicated that it may issue a fourth (final) PDIL. related to the 2010 audit seeking a recovery of questioned costs
under Funds for the Improvement of Education (IF[E) and Gaining Ilarly Awareness and Readiness for
Undergraduate Programs (GEAR UP). The fourth PDL will likely result in additional sustained liabilities related to
these programs; however, the District has arguments to defend against the recovery.

The first PDL demanded a recovery of $9.9 million and was appealed to the Office of Administrative Law Judge.
Of that amount, DOE’s counsel stipulated to approximately $2.8 miltion as barred by the statute of limitations,
leaving a balance of $7.2 million. To extinguish the remaining liability, the School District submitted, on April 27,
2012, documentation lor equitable offset. The case is briefed and the Administrative Law Judge may issue the
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dccision entirely on the bases of the briefs, or may schedule a hearing. Once the initial decision is rendered by the
Administrative Law Judge, either party may request a review of that initial decision by the Secretary, The Secretary
may aftirm, remand or set aside the decision. The Secrelary's final decision may be appealed to the U.S. Court of
Appeals for the Third Circuit.

The second PDL demanded a recovery of $2.5 million. That PDL was not timely appecaled by PDE. However, the
PDL invited the State to present evidence to DOE of the amount barred by the statute of limitations. PDE and the
School District have assembled documentation demonstrating the application of the statute of limitations. DOE will
then review the documentation and indicate what costs DOE agrees are barred by the statute of limitations.

On December 18, 2012, DOE’s office of the Chief Financial Officer (OCFO) requested the School District provide
additional documentation $341,693 of questioned GEAR UP expenditures. The Schoo! District provided
documentation supporting $281.858 of the costs at issue to OCFO, as well as evidence covering the remaining
liability through equitable offset, on January 30, 2013, The School District continued to work with OCFO regarding
the documentation requests, and provided additional evidence on April 12, 2013. In April 2013, OCFO also asked
about costs related to the FIE program. The School District provided the requested supporting documentation for
FIE expenditures to OCFO on May 1, 2013. To date, DOL has not issued a formal determination regarding these
expenditures.

Because of the long appeal process, no assurance can be given as to the final resolution of the QIG audit findings,
or the amounts, if any, which may be required to be repaid by the School District at this time.

Therefore, no assurance can be given by outside counsel as to the final resolution of the audit, the amounts, if any,
which may be required to be repaid by the School District or whether such repayments could have a material
adverse effect on the financjal condition of the School District, Of the $9.7 remaining exposure from the $138.8
million of findings, the School District is optimistic that all of the liability included on the PDLs will be eliminated
based on the application of the statute of limitations and equitable offset. In the opinion of the School District, with
regard to the March PDL and the September PDL, the likelihood of a recovery by USDE in the amount of $9.7
million is remote.

The School District of Philadelphia 403(b) Plan and 457(b) Deferred Compensation Plan

Pursuant to rcsolutions approved by the School Reform Commission, the School District implemented The
School District of Philadelphia 403(b) Plan (“403(b) Plan™) and The School District of Philadelphia 457(b)
Deferred Compensation Plan (the “457(b) Plan™)(collectively, the 403(b) Plan and the 457(b) Plan shali be
known as the “Plans”) in fiscal years 2005 and 2006. The School District obtained advice from outside legal
counsel on the creation of the Plans and on the appropriate tax treatment of antomatic and mandatory employer
contributions of termination pay to the Plans for employees retiring during or after the calendar year in which
they attain age 55. Termination pay is the accrued and unpaid amounts of vacation, personal and sick leave for a
resigning or retiring employec. Prior to July 1, 2003, the School District, afier withholding all applicable payroll
taxcs, (i) would pay termination pay owed to a resigning or retiring employee in cash or, (ii) at the direction of
the employee. would deposit such termination pay into the retiring or resigning employee’s 403(b) account up to
the annual contribution limit for section 403(b) accounts. For employees retiring or resigning during or after the
calendar year in which they attain age 353, after June 1, 2003, the School District eliminated payment of
termination pay in cash and replaced it with an automatic and mandatory employer contribution of termination
pay to the Plans up to the annual contribution Himits for such Plans. Based on the advice of legal counscl, the
School District has treated its termination pay contributions to the 403(h) Plan as employer contributions to a
retirement plan, which are not included in employee wages and are not subject to FICA, Pennsylvania Personal
Income Tax or Philadelphia Wage Tax. Since employer contributions to a 437(b) Pian are considered wages for
FICA purposes, the School District has withheld FICA taxes from its termination payments made to the 457(b)
Plan. Employer contributions to 457(b) Plan are not subject to Pennsylvania Personal Income Tax or
Philadelphia Wage Tax. For that reason, the School District has not withheld those taxes from its termination pay
contributions to the 457(b) Plan. Outside legal counsel advised on the arrangement and has provided an opinion
as to its proper tax treatment. By letter dated October 16, 2012, the IRS stated that the School District is
following its revised policy concerning the treatment of termination pay under the 403(b) Plan, and thus no
federal employment tax liability exists. By letter dated November 18, 2013, the Department of Revenue of the
City of Philadelphia determined that the contributions of termination pay to the 403(b) Plan are employer
contributions, and, as such, are not subject to City Wage Taxes at the time of contribution, and the School District
is not required to withhold City Wage Tax from such contributions. The School District management believes
that if it were finally determined that any liability for State taxes (including interest and penalties) relating to
these plans existed at June 30, 2013, such liability would not be material to the School District's financial
position or results of operations for the fiscal year ended June 30, 2013,
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Administrative Appeals in Pennsylvania Department of Education

The School District received several subsidy withholding requests filed with the Pennsylvania Department of
FEducation (PDE) by charter schools that have enrolled resident students from the School District. These
withholding requests address whether the PDE’s charter school funding form (PDIE-363) used to calculate charter
school tuition contains an allowance for improper deductions in the calculation of the regular education
expenditure. The issue is not whether the School District made improper calculations on the form, but whether the
form itself is flawed, in that PDE has authorized federal funding to be deducted from the expenditure calculation in
violation of the faw. This is an issue pending with respect to more than 200 subsidy withholding requests were
submitted to PDE, seeking additional subsidies from schoal districts throughout the Commonwealth, all of which
requests raise the same issue.

Becausc there are over 200 appeals pending, PDE clected to sclecet four cases involving Pittsburgh School District
and charter schools as examplc cases on the [egal issucs involved. PDE has assigned a Hearing Officer to hear these
administrative appeals and to makc a recommendation to the Sceretary of Education. The School District of
Philadelphia intends to Petition to Intervenc in the example case so that the School District’s interests can be
adequately represented. 1t is not yet known when that Petition will be filed or if the School District will be
permitted to intervene. The direct cases against the School District are currently stayed pending the outcome of the
example case.

The School District intends to vigorously defend its position in this matter, both as an intervenor and as a party, if
the direct cases against the School District ever move forward. It is the belief of the School District —and of PDE
according to their own form and guidance documents — that federal funding is not appropriately included in the
calculation of charter school funding due to the nature of the funding itself and the fact that charter schools are
equally eligible for the same federal funding as school districts. Although it is impossibie to determine with any
degree of certainty, based upon our evaluation of the case and the legal claims, it is the opinion of outside counsel
that there is a high likelihood of success for the School Districts’ positions in this matter. The likelihood of an
unfavorable outcome, in the opinion of outside counsel, would be between reasonably possible and remote. If,
however, the charter schools successfully argue that they are entitled to a portion of the School District’s federal
funding, the exposure to the School District is approximately $5.7 million in terms of the pending withholding
requests of which we are aware. The exposure in terms of future effects if the PDE-363 form is invalidated and all
charter schools are permitted, going forward, to receive a portion of the School District’s federal funding on an
annual basis, is estimated to be upwards of $100 million each year.

On December 9, 2013, the lead petitioner Urban Pathways 6-12 Charter Schools withdrew its requests for
withholding and reimbursement from Pittsburg Public Schools. The proceedings are in suspense untit PDE
determines who will be the lead petitioner.

Appeals Related to the State Tax Equalization Board Assessment of Real Estate

In July 2011, the State Tax Equalization Board (STEB) published a Common Level Ratio (CLR) of 18.1% for
Philadelphia for the tax year 2012--significantly lower than the City’s Established Predetermined Ratio (EPR) of
32.0% used to calculate assessed values for real estate tax purposes. 1f'the CLR varics from the EPR by more than
15.0% (i.e., if it is not between 27.2% and 36.8%), then in any assessment appeals, the Board of Revision of Taxcs
(BRT) is directed by statute to calculate the assessed value using the CLR rather than the EPR. In April 2012, in
response o informal objections filed by the City and The School District ot Philadelphia (School District), STEB
raised the CLR 1o 25.2%--a percentage that is not enough to avoid the use of CLR in calculating assessed value for
real estate lax purposes, but it cffectively halves the City's potential losses. The appeal period from STEB’s
increase to the CLR passed without any appeal being filed, therefore the 25.2% is now final.

For tax year 2012, about 2,000 taxpayers with property collectively valued at about $2 billion filed assessment
appeals with the BR'T. The School District filed cross-appeals, seeking higher market values in all of those cases.
Roughly 1,500 of thosc cascs have now been resolved at a total estimated cost to the School District of $3.8
million. The City belicves that a prudcent yct reasonable (as opposed to worst case) estimate if the City were to lose
the remaining 500 cascs, the loss to the City and the School District combined would be approximately $7.3 million
and therefore the loss to the School District would be approximately $4.0 million.

New state legislation (Act 131) mandates that 2013 real estate taxes will be based on 201 | assessed values (with
adjustments for subsequent demolitions and improvements) and will not be subject to adjustment for the common
level ratio, therefore this issue should not resurface in 2014. That same state legislation mandates the adoption of
actual values for 2014 real estate taxes; therefore this issue also should not arise for 2014 real estate tax hecause the
CIL.R does not apply to assessment appeals made immediately after a full reassessment.
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J. Other Post Emplovment Life Insurance Benefits

From an accrual accounting perspective, the cost of postemployment life insurance benefits, like the cost of pension benefits,
generally should be associated with the periods in which the costs occur, rather than in the future when they will be paid. In
adopting the requirements of GASB Statement No. 45 during the year ended June 30, 2008, the School District recognizes the
costs of postemployment life insurance in the year when the employee services are received, reports the accumulated liability
from prior years, and provides information useful in assessing potential demands on the School District’s future cash flows.
Recognition of the liability accumulated from prior years is amortized over no more than 30 years.

Plan Description:

The School District provides up to $2.000 of life insurance coverage for retired and disabled employees in a single-employer
plan, A retired employee is eligible for this benefit if covered for ten years as an active employee and retired at age 60 with
30 years of service or age 62 with ten years of service or 35 years of service regardless of age. A disabled employee’s
eligibility is determined by the insurance company providing the coverage. An unaudited copy of the life insurance benefit
plan can be obtained by writing to The School District of Philadelphia, 440 North Broad Street, Philadelphia, PA 19130;
Attention: Employce Benefits Management.

Funding Policy:

The School District is not required by law or contractual agreement to provide funding for the life insurance benefits other
than the pay-as-you-go amount necessary 1o provide current benefits 1o retirees and eligible disabled employees, The number
of cligible participants enrolled to receive such benefits as of June 30, 2012, the effective date of the most recent biennial
QOPEB valuation, is below. There have been no significant changes in the number covered or the type of coverage since that

date.
Number of
Employees Average Age
Active
Represented 13.907 459
Non-represented 848 48.4
Retirees 9,758 76.3
Disabled 120 58.6
Total 24,633 55.9

Annual OPEB Cost and Net OPEB Obligation:

The School District’s annual OPEB cost (expense) is calculated based on the annual required contribution of the employer
(ARC), an amount that was actuarially determined by the Entry Age Normal Actuarial Cost Mcthod (one of the actuarial cost
methods in accordance with the parameters of GASB Statement No. 45). Under this mcthod, a contribution is detcrmined that
consists of the normal cost and the unfunded actuarial liability payment. I'hc normal cost for cach ecmploycc is derived as a
level contribution from entry age to assumed retirement age. The accumulation of normal costs for service alrcady completed
is the actuarial accrued liability (AAL), which under GASB Statement No. 45 may be amortized over no more than 30 years.
‘The District has elected to amortize the OPEB obligation as an open amortization period, which is recalculated at each
biennial actuarial valuation date, amortized over a 30 year period for the valuation period ending June 30, 2012, using the
level percentage of payroll method. The following table shows the elements of the School District’s annual OPEI cost for the
year, the amount paid on behalf of the plan, and changes in the School District’s net OPEB obligation to the plan:
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Normal Cost $ 206,936
Amortization of Unfunded Actuarial

Accrued Liability (JAAL) 603,813
Annual Required Contribution (ARC} 810,749

Interest on Net OPERB Obligation -
Adjustiment to the ARC -

Annual OPEB Cost $ 810749
Net OPEB Obligation as of Junc 30, 2012 $ 130,344
Annual OPEB Cost 810,749
Employer Contributions (552,663)
Increase/{ Decrease) in net OPEB Obligation $ 258,086
Net OPEB Obligation as ol June 30, 2013 3 388.430

‘The School District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the net OPEDB
obligation for the fiscal year ending June 30, 2013 was as follows;

Annual OPEB Percentage of Net OPEB

Year Ended June 30 Cost (APC) APC Contributed Obligation
2011 $673,167 100.0% $0
2012 810,749 83.9% 130,344
2013 810,749 68.2% 388,430

Basis of Accounting:

As defined by GASB Statement No. 45, if the amount ol expenditures recognized during the current year is not equal to the
annual OPERB cost, the difference is added or subtracted to the net obligation. The School District’s policy is to recognize an
expense equal to what is contributed as long as it satisfies the requirement for GASB Statement No. 45.

Funded Status and Funding Progress:

As of June 30, 2012, the most recent actuarial valuation date, the plan was 0.0% funded. The actuarial accrued liability of
$18.1 miilion and the actuarial value of assets was $0, resulting in an unfunded actuarial accrued liability (UAAL) of $18.1
million.

Active $4,088,289
Inactive 14,026,106
Total £18,114,395

Covered Payroll (annual payroll of active
employces covered by the plan) $871,663,661

UAAL as a pereentage of covered payroll .02078%
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Actuarial Methods and Assumptions:

The actuarial assumptions used in the June 30, 2012 OPEB actuarial valuations are those specific to the OPEB valuations.
Actuarial valuations involve estimates of the values of reported amounts, assumptions about the probability of events far into
the future, and are subject to continual revision. Actuarial calculations reflect a long-term perspective.

Discount Rate: 3.25% per vear, compounded annually.

Payroll Growth: Payroll is assumed to increase at an average rate of 3.25% per year considering inflation.

Mortality: Pre-termination and post-termination healthy annuitant rates are projected on a generational basis using
Scale AA. As generational tables, they reflect mortality improvements both before and after the measurement date.,

Pre-termination: RP-2000 Employee Mortality Table for Males and Femalcs.

Post-termination Healthy Lives: RP-2000 Healthy Annuitant mortality table for males and females.

Post-termination Disabled Lives: RP-2000 [Yisabled Annuitant mortality table for males and females.
No provision was madc for future mortality improvements for disabled lives.

Termination: Rates which vary by age and years of services were used. Sample rates are shown below:

If less than 3 years of Service If 5 or more Years of Service
Years of
Service Rate Age Rate
Less than one year 24.49% 25 24.75%
1 -2 25.23% 30 18.01%
2-3 16.54% 35 10.98%
3-4 14.07% 40 7.91%
4 -5 10.88% 45 6.71%
50 4.03%
55 3.81%
60 6.40%

Retiremnent: Retirement rates are the rates utilized in the June 30, 2011 Actuarial Valuation for the Pennsylvania
Public School Employees® Retirement System and vary by age, setvice, and gender. Members are eligible for early
retirement at age 55 with 25 years of service. Class T-C and T-D members are eligible for superannuation
retirement at the earlier of (1) age 62 with 3 years of service, (2) age 60 with 30 years of service, or (3) any age with
35 years of service. Class T-E and T-F members are eligible for superannuation retirement at the earlier of (1) age
65 with 3 years of service or (2) any combination of age and service that totals 92 with at least 35 years of service.
Sample rates are shown below.

Sample Early Retirement Rates

Age Male Female
55 15% 15%
60 12 15

Samplc Supcrannuation Retircment Rates

Age Male Female

35 30% 30%
60 28 30
65 20 25
74 100 100

Disability: Disability rates are the rates utilized in the June 30, 2011 Actuarial Valuation for the Pennsylvania
Public School Employees’ Retirement System and vary by age and gender. In addition, no disabilities are assumed
to oceur at age 60 or later. Sample rates are as follows:
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Attained Percentage Disability Incidence
Age Male Female
25 0.024% 0.030%
30 0.024% 0.040%
35 0.100% 0.060%
40 0.180% 0.100%
45 0.180% 0.150%
50 0.280% 0.200%
55 0.430% 0.380%

Life Insurance Benefits Claimed: All life insurance benefits are assumed to be claimed upon the retiree’s death.

Life Insurance Coverage while Disabled: The maximum amount of life insurance of $45,000 for non-represented
employees or $25,000 for represented employecs was assumed to be in cffect for future disabled retirees prior to
age 63. Actual amounts were used for current disabled retirces prior to age 65.

Life Insurance Coverage while Emploved: Only active employces who have life insurance coverage as of June 30,
2012 are included in this valuation. This valuation assumes they will continue to have life insurance coverage until
retirement or disability and be eligible for the postretirement life insurance coverage upon retirement or disability.
Any current active employee without life insurance coverage is assumed not to elect to have life insurance coverage
prior to retirement or disability.

Benefits Not Valued: The accelerated death benefit was not valued as the estimated liability impact was de minimus
as only disabled retirees prior to age 65 can elect this benefit.

Special Data Adjustments: Male was assumed for 555 retirees for whom gender was not provided. Active
members hired after June 30, 2011 was assumed to be in Class T-E or T-F in PSERS; otherwise Class T-C or T-1D
was assumed,

K. Pension Plan
(1 Plan Description

()

The School District of Philadelphia contributes to the Public School Employees’ Retirement System (the
System), a governmental cost-sharing multiple-employer 401 (&) defined benefit plan administered by the Public
School Employees’ Retirement System, The System provides retirement and disability benefits, legislative
mandated ad hoc cost-ol-living adjustments, and healthcare insurance premium assistance to qualifying
annuitants.

The Public School Emplovees’ Retirement Code (Act No. 96 of October 2, 1975, as amended) (24 Pa. C. S.
8101-9102) assigns the authority to cstablish and amend benefit provisions to the System.

The System issues a comprehensive annual financial report (CAFR) that includes financial statements and
required supplementary information for the plan. A copy of the report may be obtained by writing to Beth
Girman, Office of Financial Management, Public School Employees® Retirement System, 5 N. 5" Street,
Harrisburg PA 17101-1905 or by emailing Beth at bgirman@pa.gov. The CAFR is also available on the
Publications page of the PSERS website, www.psers.state.pa.us.

Funding Policy

Authority: The contribution policy is established in the Public School Employees’ Retirement Code and requires
contributions by active members, employers and the Commonwealth.

Contribution Rates

Members Contributions - Active members who joined prior to July 22, 1983, contribute at 5.25 percent
(Membership Class TC) or at 6.50 percent (Membership Class TD) of the member’s qualifying compensation.
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Members who joined the System on or after July 22, 1983 and who were active or inactive employees as of July
1, 2001 contribute at 6.25 percent (Membership Class TC) or 7.50 percent (Membership Class TD) of the
member’s qualifying compensation.

Members who joined the System after June 30, 2001 and before July 1, 2011 contribute at 7.50 percent
(automatic Membership Class TD). For all new hires and for members who elected Class TD membership, the
higher contribution rates began with service rendered on or after January 1, 2002,

Members who joined the System after June 30, 2011, automatically contribute at the Membership Class T-E rate
of 7.5% (base rate) of the member’s qualifying compensation. All new hires after June 30, 2011, who elect Class
T-F Membership, contribute at 10.3% (base rate) of the member’s qualifying compensation. Membership Class
T-E and T-F are affected by a “shared risk” provision in Act 120 of 2010 that in future fiscal years could cause
the Membership Class T-E contribution rate to fluctuate between 7.5% and 9.5% and Membership Class T-F
contribution rate to fluctuate between 10.3% and 12.3%.

Employer's Contributions -Contributions required of employers are based upon an actuarial valuation. For
Fiscal Year ended June 30, 2013 the rate of employer contribution was 12,36 percent of covered payroll. The
12.36 percent rate is composed of a pension contribulion rate ol 11.50 percent for pension benefits and .86
percent for health insurance premium assistance. The School District’s contributions to PSERS for the years
ending June 30, 2011, 2012, and 2013 were $72,863,462, $93,833,216, and $129,407.591 respectively, and
were equal to the required contributions for each year.

Commonwealth Contributions - The Commonwealth pays the School District 30 percent of the retirement cost
for employees hired prior to July 1, 1994 and a percentage equal to the greater of 50 percent or the School
District’s market value/personal income aid ratio for employees hired after Junc 30, 1994. The School District’s
market/personal income aid ratio Tor Fiscal Year 2013 was 72.08 percent.

L. Risk Management

The School District is exposed to various risks related to torts, theft of, damage to and destruction of assets, errors and
omissions, injuries to employees and natural disasters. As previously noted, the School District is self-insured for casualty
losses, public liability, Workers’ Compensation, Unemployment Compensation, Weekly Indemnity {salary continuation
during employee illness) and employee medical benefits.

The School District maintains additional property (real and personal, vatuable papers and records, fine arts, vehicles on
premises and property under construction) insurance to cover fosses with a deductible of $500,000 and a limit of $250.0
million per occurance. Also, certain insurance coverages including employee performance bonds and fire insurance are
obtained.

The School District reported the current portion of its risk management obligations totaling $31.4 miflion in the General
F'und and the long-term portion of its risk management obligations totaling $145.0 million (See Note 41(2)) in the district-
wide Statement of Net Position. Self-Insured Medical Benefits and Workers® Compensation coverage is tfunded by a
pro-rata charge to the various funds while both the School District and covered employees share the cost of Weekly
Indemnity and Unemployment Compensation coverage.

Claims expenditures and Jiabilities are reported when it is probable that a loss has occurred and Lo the amount the loss can
be reasonably estimated. Losses include an estimate of claims that were incurred bul not reported, the effects of specific

incremental ¢laims adjustment expenditures, salvage and subrogation, and unallocated claims adjustment expenditures.

At June 30, 2013, the amount of these liabilities totaled $176.4 million. Changes in the balances of claims and liabilities
during the past two (2) years are as follows:

(Dollars in Millions)

Beginning Claims & Claim Ending Due Within

Liability Adjustments Payments Liability Onc Ycar

Fiscal Year 2012 $ 1664 3 275.4 $ 2612 $ 180.5 $ 81.9
Fiscal Year 2013 $ 1805 $ 2433 $ 2474 $ 1764 $ 81.7
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Settled claims covered by commercial insurance have not exceeded the amount of insurance coverage in any of the past
three (3) years. There has not been a significant reduction in insurance coverage from coverage in the prior fiscal year for
any risk category. The School District has not entered into any annuity contracts as part of claims settlements.

M. Subsequent Events

In preparing the accompanying financial statements, the School District has reviewed events that occurred subsequent to June
30, 2013 through and including February 19, 2014, The following events are described below:

(1)  Onluly 2, 2013, the School District issued Tax and Revenue Anticipation Notes, the Series A of 2013-2014 in the
principal amount of $125,000,000 (“Series A Notes™). The Commonwealth of Pennsylvania provided the School
District with $400,000,000 of basic education subsidy advances, Both the Series A Notes and the advances were for
cash flow purposcs.

(2) On September 23, 2013, the School District authorized the extension and amendment of two Letters of Credit
agreements and authorized two new Letters of Credit agreements effective October 31, 2013 through January 3, 2017.
The LOC providers are, Barclays Bank for the Series F 2010 Bonds, PNC Bank for the Series GG 2010 Bonds, RBC
Bank for the Scrics H 2010 Bonds and TD Sccurities for the Scries C 2009 Bonds. These LOCs cover $349 million
of existing variable rate demand bonds.
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REVENUES
Local Taxes
Locally Generated Non Tax
State Grants and Subsidies
Federal Grants and Subsidies

Total Revenues

OBLIGATIONS

Current Qperating
Instruction
Student Support Services
Adminmstrative Support
Operation & Maintenance of Plant Services
Pupil Transportation
All Other Support Services
Payments to Charter Schools
Allocated Costs

Total Obligations

Excess of Revenues Over (TInder) Obligations

OTHER FINANCING SOURCES (USES)
Transfers In
Transfers Qut
Bond Proceeds
SEPTA Loan Proceeds

Total Other Financing Sources (Jses)

Net Change in Fund Balances
Fund Bulances, July 1, 2012
Change in Inventory Reserve

Change in Encumbrance Reserve

Fund Balances, June 30, 2013

School District of Philadelphia
Budgetary Comparison Schedules
General and Intermediate Unit Funds
For The Year Ended June 30, 2013

General Fund

Budgeted Amounts

Variance with
Final Budget

Original Final Actual Amounts Positive (Negative)
895,192,000 $ 870,774,000 869,646,069 (1.127.931)
89.265,000 100,472,000 101,251,017 775.017
1,297,859,000 1,225,046,000 1,222,536,972 (2,509,028)
13,562,000 13,095,000 13,414,215 314,215
2,295,878,000 2,209,387,000 2,206,848,273 (2,538,727)
991,429,973 991,733,209 974,421,555 17,311,654
24,635,661 25,175,436 25,075,845 96,591
70,494,660 71,974,474 65,718,032 6,256,442
220,110,687 227,882 380 205,500,307 22,382,073
78,890,084 87,463,389 86,020,918 1,442.471
21,588,468 (8,665,116) 9,624,448 (18,289.564)
588,761,350 594,436,520 592,580,011 1,856,509
(16,943,302) (16,995,106) - (16,995,106)
1,978,967,581 1,973,005,186 1,958,941,116 14,064,070
316,910,419 236,381,814 247907,157 11,525,343
2,200,000 1,550,000 953,303 {596.697)
(513,419,596) (484,320,935) (482,548,976) 1,771,959
- 301,903,000 301,903.311 311
(511,219,596) (180,867,935) (179,692,362} 1,175,573
(194,309,177) 55,513,879 £8,214,795 12,700.916
(129,789,100) (126,980,000) (111,612,614) 15,367,386
- - (198,133) {198,133)
- - 2,807,523 2,807.523
(324,098,277) $ (71,466,121) (40,788,429) 30,677,692
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Intermediate Unit Fund

Variance with

Budgeted Amounts Final Budget

Original Final Actual Amounts Positive (Negative)

$ - - - -
373,000 381,000 502,423 121,423
39,664,000 98,280,000 94,604,283 (3,675.717)
40,037,000 98,661,000 95,106,706 (3,554,294)
218,767,232 229,895,984 230,899,099 (1,003,115)
82,186,985 90,212,630 89,647 961 564,669

782,274 920,305 715300 205,008
9,255,401 9,307,205 9,469,490 (162,285)
310,991,892 330,336,124 330,731,850 (395,726)
(270,954,892 (231,675,124) (235625,144) (3,950,020)
270,954,900 231,675,100 235,625,144 3,950,044

270,954 800 231,675,100 235,625,144 3,950,044

8 (24) - 24

- - 1,359,256 1.359.256

- - (391.484) (391,484)

$ 8 (24) 967,772 967,796

Refer to notes to the required supplementary information
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SCHOOL DISTRICT OF PHILADELPHIA
OTHER POSTEMPLOYMENT LIFE INSURANCE BENEFITS
SCHEDULE OF FUNDING PROGRESS

Unfunded UAAL
Actuarial Actuarial Accrued Actuarial Accrued Percentage of
Actuariat Value of Liability Liability Funded Covered
Valuation Date Assets (AAL) (UAAL) Ratio Covered Payroll Payroll
06/30/2008 $0 $13,862,000 $13,862,000 0.0% $829.,232,009 01672
06/30/2010 0 14,532,971 14,532,971 0.0% 948,979.863 01531
06/30/2012 0 18,114,395 18,114,395 0.0% 871,663,661 .02078

SCHOOL DISTRICT OF PHILADELPHIA
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2013

1. BASIS OF BUDGETING
The comparative schedules prepared on the basis of budgeting differ from the Generally Accepted
Accounting Principles (modified accrual) basis statements in that both expenditures and encumbrances
are applied against the current budget and adjustments affecting activity budgeted in prior years are
accounted for as a reduction of expenditures.

2. RECONCILIATION BETWEEN THE BASIS OF BUDGETING AND GAAP

Statements prepared on a GAAP basis can be reconciled to those prepared on the basis of budgeting as

follows:
(Dollars in Thousands)
General Intermediate
Fund Unit Fund
Revenue — Basis of Budgeting § 2.206.848 $  95.107
Revenue - GAAP Basis § 2206848 $ 95107
Obligations — Basis of Budgeting $  1,958.941 $ 330,732
Current Year Encumbrances (12,847) (635)
Prior Year Encumbrance Payments 5,449 290

Prior Year Encumbrance
Cancellations and Other Adjustments 5,327

Expenditures - GAAP Basis $ 1,956,870 $ 330,387

Other Financing Sources (Uses) -
Basis of Budgeting $  (179.692) $ 235,625
Prior Year Encumbrance Cancellations 736 (736)
Other Financing Sources -
(Uses) - GAAP Basis $  (178,956) $§_ 234,889
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OBLIGATIONS IN EXCESS OF APPROPRIATIONS

The following budgetary units had significant obligations in excess of appropriations for Fiscal 2013:
A. General Fund

(1). All Other Support Services $ 18,289,564

(2). Allocated Costs 16,995,106
B. Intermediate Unit IFund

(1). Instruction $ 1,003,115

(2).  Allocated Costs 162,285

Variances considered by management to be significant are explained below:
General Fund

The negative variance of $18,289,564 in “All Other Support Services” results from a number of items
including the budgeting of undistributed salary, benefit, and lapsed appropriation savings that are expected
to be realized but cannot be accurately assigned to specific functional areas. In addition, the District
experienced lower than expected cancellation of prior year encumbrances.

The negative variance of $16,995,106 in “Allocated Costs™ results from the required distribution of actual
expenditures across Agencies in the Administrative Support and Operation and maintenance of plant
Services categories. These actual expenditures represent costs allocated to the Intermediate Unit and to
Categorical Funds reflecting administrative, operational and indirect support costs which are all originally
expensed to the General Fund.

Intermediate Unit Fund

The ncgative variance of $1,003,115 in “Instruction” is due to special education costs exceeding budgets in
high incidencc support offset by lower than budgeted expenditures in other support areas.

The negative variance of $162,285 in “Allocated Costs” results from slightly higher than budgeted costs
being aliocated to the 1U.

ALLOCATED COSTS

Allocated costs represent the School District’s distribution of certain expenditures incurred by the General
Fund on behalf of the Intermediate Unit and Categorical Funds. The costs are mitially recorded in the
General Fund and are subsequently transferred to the appropriate fund. The costs include, but are not
limited to, managerial and staff support functions in the following areas: Accountability and Assessment,
Health Services, Facilities Management Services, Human Resources, Information Technology, Security
Operations, Curriculum Support, Transportation, Accounting Services, Payroll, Budget, Treasury
Operations, etc.
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In the General Fund allocated costs under All Other Support Services cost center are budgeted with a
credit balance due to Intermediate Unit operations and allocated costs attributable to other funds and other
adjustments. The original and final budget, for the credit balance, was $ 16,943,302 and $ 16,995,106,
respectively.

Determination of allocated costs for Special Education Transportation is based on the number of special
education routes and students, drivers employed, miles driven, and other factors. Since the total cost of all
transportation is accumulated in the General Fund, subsequent analysis determines the amount to be
charged to Special Education IU Transportation.

5. OTHER POSTEMPLOYMENT LIFE INSURANCE BENEFITS

The schedule of funding progress presents the results of Other Postemployment Benefits (OPEB)
valuations performed on a biennial basis, for the fiscal year ending June 30th 2008, 2010, and 2012. This
schedule is intended to provide multiyear trend information about whether the actuarial values of plan
assets are increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

As of June 30, 2008, June 30, 2010, and June 30, 2012, the plan is not funded and therefore there are no
assets. Payroll is assumed to increase at an average rate of 3.25% per year. Life insurance benefit is not
based upon payroll.

Several actuarial assumptions were changed in the current valuation from previous valuations to better
reflect anticipated experience. The changes include: (1) decrease in the discount rate from 4.00 percent to
3.25 percent; (2) decrease in the payroll growth assumption from 4.00 percent to 3.25 percent; (3) update of
the mortality assumption from The Uninsured Pensioner 1994 Mortality Table (UP94) to the RP-2000
mortality tables projected on a generational basis for healthy lives and a separate table for disabled retirees;
(4) an update of the retirement and disability rates to those used in the June 30, 2011 valuation of the
Pennsylvania Public Employees Retirement System; and (5) the use of actual gender for all but 555
retirees, who were assumed to be male.

6. OTHER

There is no budgetary comparison presented for Categorical Funds because this fund does not have an
annual appropriated budget.
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Non-Major Governmental Funds

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of certain revenue
sources that are legally restricted to expenditures for specified purposes. Special
Revenue funds include Trust Funds for which both principal and earnings may be
used to support School District programs that benefit either the School District or
its students.

For external reporting purposes the School District reports one Non-Major
Special Revenue Trust Fund. However, at June 30, 2013 there were forty-four
individual Special Revenue Trust Funds administered by the School District.

Permanent Funds
Permanent Funds are used to account for resources that are legally restricted to
the extent that only earnings, and not principal, may be used for purposes that
support School District programs that benefit the School District or its students.
For external reporting purposes the School District reports one Permanent Fund.

However, at June 30, 2013 there were eighty-nine Permanent Funds administered
by the School District.
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ASSETS

Equity in Pooled Cash and Investments

Total Assets

LIABILITIES AND FUND BALANCES

Accounts Payable
Fund Balance:
Nonspendable:
Permanent Fund Principal
Restricted:
Trust Purposes

Total Fund Balances

Total Liabilities and Fund Balances

School District of Philadelphia
Combining Balance Sheet
Non-Major Governmental Funds

Total Non-Major

June 30, 2013
Special Permanent
Revenue Funds Funds

$ 4,137,192 $ 2,145,797
b 4,137,192 $ 2,145,797
$ 225 $ 150
- 1,367,948

4,136,967 777,699
4,136,967 2,145,647

$ 4,137,192 $ 2,145,797

- 95 .

Governmental
Funds
$ 6,282,989
$ 6,282,989
h 375
1,367,948
4914666
6,282,614
$ 6,282,989




School District of Philadelphia
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Non-Major Governmental Funds
For the Year Ended June 30, 2013

Total Non-Major

Special Revenue Permanent Governmental
Funds Funds Funds

REVENUES

Locally Generated Non Tax $ 39,195 $ 6,851 $ 46,046
EXPENDITURES

[istruction 41,990 26,379 68,369

Excess (Deficiency) of Revenues

Over Expenditures (2,795) (19,528) (22,323)
Fund Balances, July 1, 2012 4,139,762 2,165,175 6,304,937
Fund Balances, June 30, 2013 $ 4,136,967 5 2,145,647 $ 6,282,614
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Governmental Funds
Governmental funds are the funds through which costs of School District
functions are typically financed.
The funds included in this category are:

e (eneral Fund - The principal operating fund of the School District; accounts
for all financial resources except those required to be in another fund.

e Intermediate Unit Fund — used to account for State appropriations for special
education and non-public programs.

e Debt Service Fund - used to account for the accumulation of resources for the
payment of debt service and bond issuance costs.

e (apital Projects Fund - used to account for financial resources used for capital
asset acquisition, construction, and improvement.
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Schedule of Detailed Budgetary and Actual Revenues
General Fund
For The Year Ended June 30, 2013

Variance with

Bud  Amounts Final Budget
Original Final Actual Positive (Negative)
REVENUES
Local Taxes
Real Estate
Current 3 683,243,000 $ 604,275,000 $ 601533418 3 (2.741,582)
Prior Years 60,550,000 52,500,000 52,028.212 (471,788)
Payment in Lieu of Taxes - - 4,619 4619
Use and Occupancy 109,000,000 133,300,000 132,688,861 (611,139)
School (Non-Business) Income 27,500,000 27,750,000 28,104 641 354,641
Liquor Sales 46,800,000 51,900,000 54,237,774 2,337,774
Public Utility Realty 1,099,000 1,049,000 1,048,544 (456)
Tax Credits and Other Adjustments (33,000,000) - - -
Fotal Local Taxes 895,192,000 870,774,000 869,646,069 (1,127,931)
Locally Generated Non Tax
Interest on Investments 840,000 715,000 719,264 4,264
City Contributions 48,990,000 68,990,000 68,990,000 B
Legal Settlements 2,392,000 2,744,000 2,744,398 398
Stadinm Agreements 3,000,000 2,716,000 2,716,500 500
Voluntary Contributions 370,000 338,000 571,639 233,639
Parking Authority Contributions 13,384,000 12,542,000 13,263,733 721,753
Gaming Revenue 5,000,000 5,138,000 4,791,189 (346,811)
Reimbursement from Other Funds 14,000 14,000 13,860 {140)
Miscellaneous 15,275,000 7,275,000 7,440,434 165,434
Total Locally Generated Non Tax 89,265,000 100,472,000 101,251,017 779,017
Other Governinents
State Grants and Subsidies
Ciross Instruction (PA Appropriation) 1,086 408 000 968,129,000 968129258 238
Less: Reimbursement of Prior
Years I/ Advances - 44,443,000 44,443,47¢ 471
Net Instruction 1,086,408,000 923,686,000 923,685,787 (213)
Debt Service 12,500,000 12,500,000 7,493,472 (5,006,528)
School Health Program
Nurse Services 855,000 786,000 1,208,991 422,99(
Medical and Dental 2,148,000 1,918,000 2.019.232 101,232
Tuition 105,000 81,000 109,024 28,024
Area Vocational Technical I'ducation 4,200,000 1,481,000 4,486,727 5,727
‘Fransportation - 58,340,000 58,391,628 51,628
Distiet Special Education 127,611,000 127,567,000 127,566,684 (316)
Retirement 61,950,000 58,336,000 59232124 896,124
Social Security 2,082,000 37,351,000 38,343,303 992,303
Total State Grants and Subsidies 1,297,859,000 1,225,046,000 1222 536,972 (2,509,028)
Federal Girants and Subsidies
Federal [Debt Service Subsidy 13,413,000 12,890,000 13,196,132 306,132
Impacted Area Aid 149,000 205,000 218,083 13,083
Total Federal Grants and Subsidies 13,562,000 13,095,600 13,414,215 319215
Total Other Governments 1,311,421,000 1,238,141,000 1.235,951,187 (2,189.813)
‘T'otal Revenues $ 2,295,878.000 § 2,209,387,000 3 2,206,848,273 S (2,538,727}
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School District of Philadelphia
Schedule of Budgetary and Actual Organizational Unit Obligations
By Object Class and Uses - General Fund
FFor The Year Ended June 30, 2013

Variance with

Budgeted Amounts Final Budget
Original Final Actual Positive (Negative)
OBLIGATIONS
Instruction
Early Childhood Liducation
Personal Services $ 2,392,950 2,251,372 1,817,133 434,239
Employee Benefits 1,547,699 1,696,552 1,332,586 363,966
Prof. Tech. Services - 40.000 1,197 38,803
Property, Transportation,Comin, - 68,863 34,620 34273
Materials, Supphes, Books and
Fquipment 113,553 207.443 103,939 103,504
4,054,202 4,264,260 3,289,475 974,785
Elementary Education
Personal Services 287,641,205 280,863,750 280,840,244 23,506
Employee Benefits 157,783,175 166,804,716 166,654,098 150,618
Prof 'Tech. Services 519,137 459,700 431,430 28,270
Property, Transportation,Comin. 50,406 8,155 151,568 (143,413)
Materials, Supplies, Books and
FEquipment 4,914,550 5,567,701 4,875,656 692,045
450,908,473 453,704,022 452,952,996 751,026
Middle School Education
Personal Services 54,745 353 50,895,135 50,147,756 747,379
Employee Benefits 29,105,739 29,368,693 29,360,823 7,870
Prof.Tech, Services 159676 162,585 138,920 23,665
Praperty, Transportation,Comm. 355333 290,955 183,796 107,159
Materials, Supplies, Books and
Equipment 917,282 922,266 875,778 46,488
85,283,383 81,639,634 80,707,073 932,561
Senior High School Education
Personal Services 146,184 479 137723274 137,430,762 292512
Employee Benefits 78,105,212 79,857,725 77917351 1,940,374
Prof., Tech. Services 2,136,155 2,472,805 2315877 156,928
Property, Transportation, Comm. 542,251 733,505 845,986 (112,481)
Materials, Supplies, Books and
Equipment 2,671,183 4,024 908 3,463,824 561,084
229,639,280 224812217 221,973,800 2,838,417
Special Education
Personal Services 6,381,310 6,856,991 6,767,132 89,859
Employee Benetits 3,423 842 4,067 480 4,047,510 19,970
Materials, Supplies, Books and
Equipment 18,450 9,360 9,512 (152)
9,823,602 10,933,831 10,824,154 109,677

(Continued on pages 100 through 103)




Area Vocational Technical iducation

Personal Services
Employee Benefits
Prof. Tech. Services

Property, Transportation,Com.

Materials, Supplies, Books and
Fquipment
Other

Desegregation
Personal Services
Employee Benefits
Prof, Tech, Services

Property, Transportation,Comm.

Matertals, Supplics, Books and
Equipment

Prommise Academues
Personal Services
Employee Benetits
Materials, Supplies, Books and
Equipment

School Support Services
Personal Services
Employee Benefits
Prof,, Tech, Services

Property, Transportation.Comm.

Materials, Supplies. Books and
Equipment
QOther

Payment to Other Educationa) Entitics

Prof., Tech. Services

Property, Transportation,Comm.

Adult Fducation
Personal Services
Employee Benefits

Total Instruction

Schoo! District of Philadelphia
Schedule of Budgetary and Actual Organizational Unit Obligations
By Ohject Class and Uses - Geeneral Fund

Far The Year Ended June 30, 2013

Budgeted Amounts

Variance with
Final Budget

Original Final Actaal Positive (Negative)
$ 29,723,534 % 29,320,753 28,435,243 $ 885,510
15,866,200 17,032,930 16,578,227 454,703
355,909 366,073 239,823 126,250
174,297 168,799 310,025 (141.226)
669,813 887468 878,346 9,122
154,906 154,906 - 154,906
46,944,659 47,930,929 46,441,664 1,489,265
2,156,161 2,290,576 2,185,547 105,029
1,001,241 1,321,007 1,273,701 47,306
55,309 61,790 55,860 5,930
19,525 7,261 29,678 (22417
839,206 681,103 647,787 33,316
4,071,442 4,361,737 4,192,573 169,164
4,974,091 5438 588 4,604,017 834,571
2,289,594 1,859,127 2,452,623 (593.496)
. . 690 (6903
7,263,685 7297715 7,057,330 240,385
43,532,578 44,122,911 41,290,474 2,832,437
19,167,759 21,961,530 18,340,144 3,621,386
1,686,512 1,819,123 1,749,655 69468
266,670 32,728 41,530 (8,802)
1,978,516 962,100 39,360 922,740
- 92,932 - 92,932
66.632 035 68,991,324 61,461,163 71,530,161
30,508,498 31,508,498 31,016,589 491,909
56,224 364 56,209,364 54 450,125 1.759,239
86,732,862 87,717,862 85,466,714 2,251,148
49 380 59,380 43,048 16,332
16,970 20,298 11,565 8,733
76,350 79,678 54,613 25,065
991,429,973 991,733,209 974,421,553 17,311,654
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School District of Philadelphia
Schedule of Budg y and Actual Org; ional Unit Oblig;
By Object Class and Uses - General Fund
For The Year Ended June 30, 2013

Variance with
d Amounts Final Budget
Originai Final Actuat Positive (Negative)

Student Support Services
Family & Studeat Support Services
Personal Services b 14,899 980 b 15,374,055 3 15382726 3 (8,671

Empioyee Benefits 8,650,646 8,760,593 9,122,164 (361,571)
Prof., Tech. Services 325,000 325,000 115,000 210,000
Property, Transpartation, Comm 80,446 80,446 13,009 67,437
Materials, Supplies, Books and
Fquipment 191,997 191,997 127,824 64,173
24,148,069 24,732,091 24.760,723 (28,632)
Office of Specialized Services
Personal Services 241,105 201,110 125,666 75,444
Employee Benefits 105312 101,060 34,993 46,067
Prof , Tech. Services 134,200 134,200 129,200 5,000
Property, Transportation, Comm 4,775 4775 3,904 871
Materials, Supplies, Books and
Equipment 2,200 2,200 1,359 841
487,592 443,345 315122 128,223
Total Student Support Services 24,635,661 25,175,436 25,075,845 99,591
Administrative Support
Regionat Offices
Personal Services 1,773,356 4,406 309,597 (305,191
Employee Benefits 848,142 1.506 123,837 {122,331)
Prof  Tech. Services - - 1038 (1,638)
Property, Transportation, Conm 4,500 1,070 1136 {66)
Matenials, Supplies, Books and
Equipment 158,790 29,670 15,982 13,688
QOther - - {22,019) 22,019
2,784,788 36,652 430,071 {393,519)
Financial Services
Personal Services 3,524,316 4,069,378 4,347,638 (278,260)
Employee Renefits 1,818,422 2220826 2,230,946 (10,120)
Prof  Tech. Services 852,570 1,202,220 1,286,504 (84,284)
Property, Transportation,Comm 36,435 36,435 51,877 (15.442)
Matcrials, Supplics, Books and
Equipment 64,321 64,321 48,340 15,981
Other 398 70,398 (316,927) 387,325
6,296,462 7,663,578 7,618.378 15,200
Office of the Chief Finance Officer
Personal Services 250,875 19,117 26,231 (7.114)
Employee Benefits 107,572 6,535 10,855 (4,320
Prof. Tech. Services 139,987 130987 165,509 (25,522)
Property, Transportation, Comm 9,752 Q752 8,752 1,000
Materials, Supplies, Books and
Equipment 9,034 9,034 1,582 7452
517,220 154,425 212,529 (28,504)
Office of Procurement Services
Personal Services 636,961 613,838 531,791 62,047
Employee Benefits 365,132 373,354 371,763 1,591
Prof.Tech. Services 91,914 68,221 3,144 65,077
Propertv, Transportation, Comm. 16,745 16,745 8,315 8,430
Materials. Supplies, Books and
Equipment 14,579 14,979 (96,167) 110,746
Other . - (40,840) 40,840
1,125,331 1,086,737 798,006 288,731

(Continued on pages 102 through 105)
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Schoot District af Philadelphia
Schedule of Budgetary and Actual Organizational Unit Obligations
By Object Class and Uses - Geaeral Fund
For The Year Ended June 30, 2013

Variance with

Budgeted Amounts Fina) Bodget

Original Final Actual Positive (Negative)
Human Resources
Personal Services $ 4,163 453 $ 4,292,922 3 3,710,772 $ 52,150
Employee Benefits 2,263,532 2,416,076 2,003,721 412,355
Prof,, Tech, Services 306,402 330,621 372,230 (41,609)
Property, Transportation, Comum 2,213 4,179 30,249 (26,070)
Materials, Supplies, Books and
Equipmont 92,433 87,433 29,784 57,649
Other 966 - {192.792) 195,792
6,828,999 7,131,231 5,950,964 1,180,267
Information Technelogy
Personal Services 4,511,798 4,966,639 4,397,362 569,277
Employee Benefits 2,354,641 2,679,498 2,424311 235,187
Prof., Tech. Services 4,459,624 3,610,341 3,856.961 (246,620)
Property, Transporiation,Comm 2,169,153 2,169,153 2,480,925 (311,772)
Materials, Supplies, Books and
Equipment 2,346,319 3,659,597 334,427
Other (2,750,000) (3,238,717) 653,236
13,091,535 13,846,511 12,612,776 1,233,735

Municipal Services
Personal Services 429,052 - 44,508 (44,508)

Employee Benefits
Prof..Tech. Services

Property, Franspartation,Comm,

Other

Alternative Educaticn
Personal Services
Employee Benefits
Prof., Vech, Services
Pruperty, Transportation Comm,
Materials, Supplies, Books and
Equipment

Accountability, Assessment & Intgrvention

Personal Services

Employee Benefits

Prof., Tech. Services

Property, Transpertation,Comm

Materials, Supplies, Books and
Equipment

Other

Office of School Management
Personal Services
Fmployee Benefirs
Prof.Tech Services
Property, Transpertation, Comm
Materials, Supplies, Books and

Equipment

QOther

266,115 24,572 (24,572)
3,798,000 (2.000) 2,000
2,152 . B
_ . {3,285) 3285
4,495 319 54,195 (64,195)
611,465 1,037.73% 1,028,798 8,030
375,754 591,577 588,565 3,012
- 10,000 - 10,000
3219 3219 6,160 (2,941)
95,720 99,705 45,689 54,014
1,086,158 1,742,236 1,669,212 73,024
1,729,567 1,702,923 1,300,571 402,352
803,150 904,283 670,770 233,513
1,399,509 1,635,494 1,583,565 51,929
16,505 22323 39716 (17,393)
67,104 46,531 36.404 10,127
£300,000) (300,000) (85.977) (214,023)
3,505,833 4,011,554 3,545,049 466,505
4,386,085 6,225,253 6,055,619 169,634
2,723,181 3.793.800 1,575,706 218,103
498 586 868,100 785,350 82,750
55422 94,222 73,311 20,911
129,154 85,186 43,951 41,235
187 187 (362,443) 362,630
7,702,615 11,066,757 10,171,494 895,263
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Office of Secondary Fducation
Personal Services
Emplovee Benelits
Prof., Tech. Services
Property, Transportation,Comm.
Maleriais, Supplies, Books and

Equipment

Other

School District of Philadelphia
Schedule of Budgetary and Actual Organizational Unit Obligations
By Object Class and Uses - General Fund
For The Year Ended June 30, 2013

Variance with

Curriculum, Instruction & Professional Development

Parsonal Services

Emplovee Benefits

Prof  Tech. Services

Property, Transpartution,Comm,

Malerials, Supplics, Books and
Equipment

Qthser

Professional Growth Trust Fund
Emplavee Benefits

Office of the Chicf Operations Officer

Persenal Services

Emplayee Benefits

Prof Tech, Serviccs

Property. Transportation,Comm

Materials, Supplics, Books and
Ecpuipment

Other

Executive / Board Management
Pzrsonal Services
Employce Bencfits
Prof Tech, Services
Property. Transportation,Comm,
Materials, Supphes, Bovks and

Equipment

Other

Office of Grant Development & Compliance

Personal Services

Employee Benefits

Prof, Tech. Services

Property, Transportation,Comm
Maicriats, Supplies, Books and

ot

Office of the Chiof Academic Officer

Persemal Services

Emplovee Benefits

Prof Tech. Services

Property. Transportation,Comm.

Materials. Supplies, Books and
Equipment

Other

Total Administrative Support

Budgeted Amounts Final Budget
Original Final Actunl Pasitive (Negative)
$ 222,009 § 268,825 § 224885 $ 43,040
1411 120,132 114,121 4011
536,781 423,541 365,099 58,442
57,739 148,151 174,740 (26,539)
335,980 237241 207870 29365
12,279 - (3.204) 3,204
1,246,289 1,197,890 1,083,487 114,403
1,404 559 2,135,199 1,927.773 207,426
679 870 1,071,340 950,445 120,895
- - 40,720 (46,7203
100,449 186,140 239387 {53,238)
226,553 276553 062,125 214,428
21688 21,688 (86,598) 108,286
2,433,119 3,690,929 3133852 557.077
342,360 342,360 295,000 47560
1.448.004 1318825 116,150
764,178 753,077 642,102
2,700 287,700 285.000
192,902 192,902 200,813
30278 30.27% 13,284 16,994
(686,715) - (110,193) 110,193
1,751,347 2,582,782 2,1583.15% 429624
4,358,641 4815435 4.379.367 436,068
2,079,282 2,393,126 2,120,002 273124
4969876 5,129.654 5159364 (29,710)
214,428 214,428 209.014 5414
126,360 126,300 52891 73,469
211400 - - -
11,959,988 12,679.003 11,920,638 Ti8.365
_ . 4,183 {4,185)
. - 2,665 (2.665)
- - 1711 (1.711)
- - 22,464 (22.464)
- - 8,025 18,925)
- - 39,950 (39,9500
2.320.281 2.521.301 2,228,018 293,343
1,140.697 1,213.769 1,027,704 F86,0060
48225 695,937 GRR.915 7,042
33.429 54,835 37,086 17,749
81.730 223,907 181,366 44,541
L3233 - (174,321) 174,321
4,937,295 4,711,829 3,988,773 723,056
70,494,660 71,974,474 65,718,632 6,256,442

(Conlinucd on pages 104 throngh 165)
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School District of Phitadelphia
Schedule of Budgetary and Actual Organizational Unit Qbligations
By Object Class and Uses - General Fund
For The Year Ended June 30, 2013

Variance with
Budgeied Ameunts Final Budget
Ovriginal Final Actual Positive (Negative)

Operation & Maintenance of Plant Services
Facilities Management & Services

Personal Services b 65,422.862 § 64,046,114 61,085,846 2,960,268
Employee Benefits 45,914,876 16,585,830 42,408,238 4,177,592
Prof  Tech, Services 12,258,963 11,973,963 10,888,005 1,085,898
Property, Transpertation,Comm 10,796,873 10,796,873 10,677,852 119,010
Materials, Supplies, Books and

Equipment 8,189 905 8,189,905 7,984,743 205,162
Other (18,536.901) (3,219,000) (6,138,082) 2,919,082

Food Services Indirect Cost

124,046,578

138,373,685

126,906,673

11,467,012

Other {4,043,135) (4.043,135) (2,439.711) (1,603,424)
Utilities
Prof., Tech. Services 451,020 368,020 180,536 187,484
Property, Transpertation,Comm 16,282,772 14,759,636 14625375 134,261
Materials, Supphes, Books and
Equipment 48,619,579 46,026.082 39,226,819 6,799,263
Other - - (2,730,122) 2,730,122
65,353,371 61,153,738 51,302.608 9.851,130
Security Operations
Personal Services 20,414,361 19,125,553 18,278,079 847,474
Employee Benefits 13,756,519 12,689 546 12,226,860 462,686
Prof,, Tech. Services 67,916 67916 10,000 57,916
Property, Transportation,Comm. 137,010 137,010 11,827 125183
Materials, Supplics, Books and
Equipment 378,067 378,067 546,430 (168,383)
Other N N (1,342,479) 1,342,479
34,753,873 32,398,092 29,730,737 2,667,355
Total Gper. & Maint. of Plant Services 220,110,687 227,832,380 205,500,307 22,382,073
Pupil Transportation
Personal Services 23,943,709 20,841,961 20,038,239 R03,722
Employee Benefits 17,892,302 16,773,229 14,773 200 2,000,029
Prof, Tech. Services 82,100 914,200 1,003,723 (89,523)
Property, Transportation, Comm. 86,140,355 88,328,760 88,407,595 (78,835}
Materials, Supplies, Books and
Equipment 4992618 5,639,239 5,485377 153,862
Other (54,161,000) (45,034,000) (43,687,216) (1,346.784)
Total Pupil Transpertation 78,890,084 87,463,389 86,020,918 1,442,471
Afl Other Support Services
Risk Management
Personal Services 302,297 323,427 247,003 76,424
Employee Benefits 159,206 183,134 139,618 43,516
Prof,Tech. Services 18,743 18,743 16,000 2,743
Property. Transportation,Comm. 2089.582 2,089,662 2.025,877 63,783
Matenials, Supplies, Books and
Equipment 3,000 3,000 B 3.000
Losses and Judgments 5,602,392 5,602,312 5,192.851 409,461
8,175.220 8,220,278 7,621,349 598,929
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Schoot District of Philadelphia
Schedule of Budgetary and Actual Organizational Unit Obligations
By Objeet Class and Uses - General Fund
Tor The Year Ended June 30, 2013

Budgetied Amounts

Variance with
Final Budget

Original Final Actual Positive (Negative)
Temporary Borrowing
Prof, Tech. Services 454,800 3 165,500 % 202,130 b3 (35,630)
Property, Iransportation,Comm 15,000 - - -
Interest 5,818,600 3,939,800 3,939,756 44
6,288 400 4,106,300 4141886 (35,586)
Undistnbuted
Personal Services 1,608,770 (7,401,806) - (7,401 .806)
Employee Benefits (10,010,422) (2.414.897) 3,169,506 (5,584,403)
Prof , Tech. Services 922,582 622,582 - 922,582
Property, Yransportation,Comm 425,000 425,000 - 425,000
Materials, Supplies, Books and
Equipment (14,628,857) - - -
Other 33,259,727 (4,692,561) 18.960 (4,711,521}
Cancellation of Prior Years' Encumbrances (4,451,952) {7.830,012) (5,327,233) (2,302,759)
7,124 848 (20,691,694) (2,138,787) (18.852,907)
Total All Other Support Services 21,588,468 (8,665,116) 9,624,448 (18,289,554}
Payments to Charter Schoals
Personal Services 672,014 504 548 331,270 173,278
Emplovee Benefits 335,551 258,359 145,236 133,123
Praf, Tech. Services 369,253 370,253 139,028 231,225
Property, Transportation,Camm, 587,375,747 593,246,151 591,961,193 1,284,958
Materials, Supplies, Books and
Equipment 8,785 57.209 3,284 53,925
588,761,350 504,436,520 592,580,011 1.856,500
Allocated Costs (16,943 302) (16,995.106) - (16,595,106)
Total Obligations 1,978,967,581 1,973,005,186 1,058,941,116 14,064,070
OTHER FINANCING USES
Local Share of Categunical Programs 2,369,366 2,119,335 1,810,877 308,458
Debt Service Fund 240,095,300 250,526,500 244,464,413 6,062,087
Special Education 270,954,900 231,675,100 235,625,144 (13,950,044)
Tnternal Service Fund - - 648,542 (G48,542)
Tolal Other Financing Uses 513,419,596 484,320,935 482,348,976 1,771,959
Total General fund 2,462 387,177 $ 2,457 326,121 3 2,141.490.092 § 15,836,029
Fund Tetals - Object Classes
Personal Services 737,266,651 3 706,829,550 $ 700,703,850 k3 6,125,700
Employee Renefits 402,214 861 425,308,180 417,205,533 862,647
Prof. . Tech. Services 67,609,947 66,553,787 63,226,743 3,327,044
Property, Transportation,Comm 763,895,149 770,541,536 767363 888 3,177,648
Matersals, Supplies, Books, and
Equipment 63,658,202 78,742 441 68,247 950 10,494,491
Other (45,702,967) (60,187,302) (61,612,202) 1,424,900
Interest on Temporary Barrow:ing 5,818,600 3,939,800 3,939,756 44
Losses and Judgments 5,602,392 5,602,312 5,192,851 409,461
Alloeated Costs (16,943,302) (16,995,106) . (16,995,106)
Other Financing Uses 513,419,596 484,320,935 482,548,976 1,771,959
Cangellaton of Prior Years' Encumbrances (4,345),952) (7,830,012) (5,327,253) (2,502,759)
Total General Fund 2,492 387,177 5 2457326121 $ 2.44) 490 092 § 15.836,029
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School District of Philadelphia
Scheduie of Budgetary and Actual Revenues and Organizational Unit Obligations
By Object Class and Uses - Intermediate Unit Fund
For The Year Ended June 30, 2013

Variance with

Bodgcted Amounts Final Budget
Original Final Actual Positive (Negative)
REVENUES
Locally Gienerated Non Tax
Interest
Special Lducation Transportation $ - 3 7.000 % 6,843 $ (155)
Non-Public Schoo! Programs 23,000 24,000 24285 285
Tuition 350,000 350,000 471,293 121,293
Total Locally Generated
Non Tax 373,000 381,000 502,423 121,423
State Grants and Subsidies
Special Education Program 4,917,000 4,900,000 4,900,263 263
Special Education Transportation - 58,886,000 58,162,001 {723,999)
Non-Public School Programs 14,052,000 14,792,000 14,791,682 (318)
Social Security 8,699,000 7,750,000 7,710,247 (39,753)
Retirement 11,996,000 11,952.000 9,040,090 (2,91191%)
Total State Grants and
Subsidies 39,664,000 98,280,000 94,604,283 (3,675,717
T'otal Revenues $ 40,037,000 % 98,661,000 % 95,106,706 $ (3.554.294)
OBLIGATIONS
Instruction
Special Education *
Personal Serviees 3 124,052,693 $ 129,591,272 $ 28,435,886 $ 1,155,386
Employee Benefits 74,701,938 86,107,625 42,800,951 3,306,674
Prof. Tech. Services 5,728,693 5,730,343 4,354,955 1,375,438
Property, Transportation,Comat. 38,150 4,141 46,531 (42,350}
Materials, Supplies, Books and
Equipment 2,017318 1,883,563 1,586,297 297,266
Other (845.888) (7,099,500) 2,594 (7.102,094)
Total Special Education 205,692,906 216,217,494 217227214 (1.009,720)
Services to Non-Public School Students
Prof., Tech. Services 134074326 13,671,873 13,671,885 (10)
Other - 6,615 - 6,615
Total Services to Non-Public School Students 13,074,326 13,678,490 13,671,885 6,605
Total Instruction 218,767232 229 895 984 230,899,099 (1,003,115)
Student Support Services
Special Education *
Personal Services 18,630,095 18,058,507 17,436,592 621,915
Employee Benefits 15,315,390 15,790,123 14,662,996 1,127,127
Prof, Tech. Services 15,000 15,000 210,000 (195,000)
Property, Transportation, Comn. 5,055.300 5.055.300 6,878,468 (1,823.168)
Materials, Supplies. Books and
Equipment 10,200 10,200 8,863 1,337
Alocated Costs {12,650,000) (7,609,500) (7,717,804) 108,304
Total Special Education 26,375,985 31,319,630 31,479,113 (189,485}

* The consolidated budget for Special Education includes Instruction, Student Support Services and Administrative Support
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Transportation
Allocated Costs

Total Student Support Services

Services to Non-Public School Students
Personal Services
Emplayee Benefits
Prof.,Tech. Services
Property, Transportation,Cotnur.
Materials, Supplies, Books and
Equipment

Total Admimistrative Support

Allocated Costs
Special Education
Services to Non-Publre School Students

Total Allocated Costs

Total Obligations

OTHER FINANCING SOURCES
Operatmg Transfers from Other Funds

Total Intermediate Unit

Fund Totals - Object Classes
Personal Services
Emplovee Benefits
Prof.. Tech. Services
Property, Transportation,Comm.
Materials, Suppiies, Books and
Equipment
Other
Allocated Costs

Total Obligations
Other Financing, Sources

Operating Transfers from Other Funds

Total Intermediate Unit

School District of Philadelphia

Schedule of Budgetary and Actual Revenunes and Organizational Unit Obligations

By Ohject Class and Uses - Intermediate Unit Fund
For The Year Ended June 30, 2013

Budgeted Amounts

Original Kinal Actual

$ 55,811,000 $ 58,893,000 $ 58,168,846
82,186,985 90,212,630 89,647,961

441,788 464,882 407,027

240,756 273,817 222,554

44,030 44,030 44,000

40,000 40,000 32,563

15,700 97,576 9.156

782,274 920,305 715,300

782,274 920,305 715,300

9,000,000 9,000,000 9,469,490

255,401 307,205 -

9,255401 9,307,205 9,469,490
310.991,892 330,336,124 330,731,850
(270,954 900) (231.675,100) (235,625,144}

$ 40,036,992 3 98,661,024 $ 95,106,706
$ 143,124 578 3 148,114,661 $ 146,279,505
90,258,084 102,171,565 97,686,501
18,862,049 19,461,298 18,280,840

5,133,450 5,099,441 6,957,562

2,043,218 1,991,339 1,604,316

(845,888) (7,092 885) 2,594

52,416,401 60,590,705 59,920,532
310,991,892 330,336,124 330,731,850
(270,954,900) (231,675,100) {235,625.144)

$ 40,036,992 $ 98,661,024 S 95,106,706
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Variance with
Final Budget
Positive (Negative)

$

724,154

564,669

57.855
51263
30
7,437

48,420

205,005

205,005

(469,490)
307,205

(162,285)

(395,726)

3,950,044

1,835,156
4,485,064
1,180.458

(1,858,121)

387,023
(7,095 479)
670,173

(395,726)

3,950,044

3,554,318



School District of Phifadelphia
Schedule of Budpgetary and Actual Revenues and Organizational Unit Obligations
By Object Class and Uses - Debt Service Fund
For The Year Ended June 30, 2013

Variance with

Budgeted Amounts Final Budget
Original Final Actual Positive (Negative)
REVENUES
Locally Generated Non Tax
Interest on Investments 3 853,000 S 851,000 $ 833,764 $ 2,764
Basis Swap Income - 1,302,700 1.405,895 103,189
Miscellancous - 355294 356,294 1,000
Tota!l Revenues 5 853,000 2,509,000 2,615,953 106,953
OBLIGATIONS
Bonds
Principal g 108,001,738 $ 107,664,250 3 107,664,250 3 -
Interest 96,876,121 96,719,524 96,719,524 -
Authority Obligations (SPSRA)
Principat 6,540,000 6,540,000 6,540,000 -
Interest 42,516,375 42.516,375 42,516,375 -
Variable Rate Bond Interest 3,492,000 532,766 510,218 22,548
Issuance Costs 3,365,000 1,903,312 1,872,800 30,512
Administrative Expenses 3,193,823 3,125,486 3,133,801 (8,315)
Total Obligations $ 263,985,057 5 259,001,713 3 258,956,968 3 44745
OTHER FINANCING SOURCES (USES)
Transfers from Other Funds $ 243,677,257 $ 250,743,513 8 244,681,428 % (6,062,083)
Land Sale Proceeds 14,503,000 330,000 343,500 13,500
Total Other Financing Sources (Uses) $ 258,180,257 $ 251,073,513 $ 245,024 928 $ (6,048,585)
Net Change in Fund Balance (4,051.800) (5,419,200) (11,316,087) (5,506,587)
Fund Balances, July 1, 2012 111,058,100 109,543,600 109,543,587 (13)
Fund Balances, June 30, 2013 $ 106,106,300 by 104,124,400 5 98,227,500 3 (5,895,900)
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School District of Philadelphia
Schedule of Budgetary and Actual Revenues and Organizational Unit Obligations
By Object Class and Uses - Capital Projects Fund
For The Ycar Ended June 30,2013

Variance with

Budgeted Amounts Final Budget
Original Final Actual Positive (Negative)
REVENUES
Locally Generated Non Tax
Interest on Investments $ 400,000 $ 350,000 $ 325262 $ (24,738)
Miscellaneous 50,000 50,000 689,006 639,006
Total Locally Generated Non Tax 450,000 400,000 1,014,268 614,268
State Grants and Subsidies 530,000 415,000 576,001 161,001
Total Revenues $ 980,000 5 815,000 $ 1,590,269 $ 775,269
OBLIGATIONS
Undistributed
Cancellation of Prior Years' Encumbrances  § - $ - 3 (10,449,100) $ 10,449,100
New Buildings and Additions 32,800,071 20,119,019 12,272,440 7,846,379
Environmental Management
Ashcstos Abatement 8,259,927 6,829,285 “ 6.829.285
Environmental Services 2,013,765 1,934,367 3,295,251 {1,360,884)
Total Environmental Management 10,273,692 8,763,652 3295251 5,468,401
Alterations and Improvements
Various Projects 121,955,265 44 916,087 9,070,778 35,845,309
Administrative Support 12,484,450 14,290,158 6,380,611 7,909,347
Major/Building Renovations 6,620,519 3,304,820 28,325,087 (25,020,267)
Total Alterations and Improvements 141,060,274 62,511,065 43776 476 18,734,589
Total Obligations 3 184,134,037 S 91,393,736 3 48,895,067 $ 42 498 669
OTHER FINANCING SQOURCES (USES)
Delt Issuance 160,000,000 - - -
Gain on Sale of Capital Assets - - 3,080 3,080
Bond Issuance Costs {3,437.000) - - -
Total Other Financing Sources (Uses) § 156,563,000 $ - 3 3,080 $ 3,080
Net Change in und Balance $ (26,591,037) ¥ (90,578,736) $ (47,301,718) 3 43,277,018
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Fiduciary Funds

Fiduciary funds are used to account for assets held by the School District as a
trustee or agent for individuals, private organizations, and/or other governmental
units. The funds included in this category are:

e Private Purpose Trust Funds - used to account for all trust agreements for
which both principal and earnings benefit individuals, private organizations or
other governments.

For external reporting purposes, the School District reports one combined
Private Purpose Trust Fund. However, at June 30, 2013 there were thirteen
Private Purpose Trust Funds administered by the School District.

e Agency Funds - used to account for assets held by the School District as
trustee or agent for others. Agency funds report only assets and liabilities and
do not have a measurement focus. They use the accrual basis of accounting to
recognize receivables and payables.

At June 30, 2013 there were four Agency Funds administered by the School

District: Payroll Liabilities, Student Bus Token, Student Activities, and
Unclaimed Monies.
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Payroll Liabilities l'und
Assels
Equity in Pooled Cash and Investments
Due From Other Funds
Accounts Receivable

Total Assets

Tiahilities
Payroll Deductions and Withholdings

Total Liabilities

Student Bus Token Fund
Assets
Cash and Cash Equivalents
Inventories

Total Assets

Liabilities
Other Liabilities

Total Liabilities

Student Activities Fund
Assets
Cash

Liabilities
Due to Student Activities

Unclaimed Monies Fund
Asscts
Equity in Pooled Cash and Investiments

Liabilities
Other Liabilitics

All Agency Funds
Assets
Cash and Cash Equivalents
Equity in Pooled Cash and Investments
The From Other Funds
Accounts Receivable
Inventories

Total Assets

Liabilities
Payroll Deductions and Withholdings
Due to Student Activities
Other Liabilities

Total Liabilities

School District of Philadelphia

Combining Statement of Changes in Assets and Liabilities

Agency Funds
For the Year Ended June 30, 2013

Balance Balance

July 1, 2012 Additions Deductions June 30, 2013
22,886,617 3 1,162.985,017 5 1,107,789,903 5 78,081,731
49,289,751 - 49,289,751 -
955,366 2,672,339 955,366 2,672.339
73,131,734 5 1,165,657 356 % 1,158,035.020 b 80,754,070
73,131,734 3 1,165,657,356 % 1,158,035,020 3 80,754,070
73,131,734 5 1,165,657,356 $ 1,158,035.020 3 80,754,070
2,623 $ - 5 - 5 2,623
101,617 - - 101,617
104,240 3 .3 - % 104,240
104,240 $ - $ - § 104,240
104,240 $ - $ ) 104,240
5,034,648 $ 9,191,661 b 9,140,572 § 5,085,737
5,034 648 $ 9,191,661 5 9,140,572 § 5,085,737
632 206 3 797,142 b 580,021 H 849327
632,206 $ 797,142 5 580,021 $ 849,327
5,037,271 $ 9,191,661 g 9,140,572 § 5,088,360
23,518,823 1,163,782,159 1,108,369,924 78,931,058
49,289 751 - 49,289,751 -
953,366 2,672,339 955,366 2,672,339
101,617 - - 101,617
78902828  § 1,175,646,159 1,167,755,613 % 86,793,374
73,131,734 $ 1,165,657,356 3 1,158,035,020 $ 80,754,070
5,034,648 9,191,661 9,140,572 5,085.737
736,446 797,142 580,021 953,567
78,902,828 $ 1,175,646,159 & 1,167,755,613 S 86,793,374
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STRICT OF PHILADELPHIA
FRONDS OUTSTANDING
JUNE 30, 2013

Frscal 2014
Oviginal Debt Service Requirements
Pringipai Prinespat Muturity Inferest
Drate of [swe Fssuid (. b Dutes Rates % Tuterest Printipal
NOVEMBER 30, 2000 $ 22,985,000 S 22,830,000 NOV 20, 2013 - 3 22,930,000
(SERIES 8) - QZAB (BQCO)
22,930,000 - 22,930,000
SEPTEMBER 10. 2003 568,140,000 43,505,000 JUNE 1, 2028 5.500 2,382,775 -
{SERIES B) (BS03)
State Public School
Buitding Authority 3
Capitaf Obligation Bonds I -
JUNE 29, 2004 100,000,000 5,000 JUNE 1, 2014 4.150 208 5,000
(SERIES D) (D004) 8,700,000 JUNE 1, 2015 5.000 435,000 -
GOB Fixed Rate
435,208 5,000
AUGUST 1, 2004 19,335,000 1,381,071 SEPT 1,2013 - - 1,381,071
2004 QZAB CSFP 1.381.071 SEPT 1, 2014 - - -
(SERIES E) (EQ04) 1,381,071 SEPT 1, 2015 - - -
1,381.071 SEPT 1,2016 - - -
1,381,071 SEPT 1,2017 - - -
1,381,077 SEPT 1. 2018 - - -
8,286,432 - 1,381,071
MAY 23,2005 198,140,000 15,675,000 AUGUST 1, 2013 5.000 391,875 15,675,000
(SERIES A) (AD0S5) 16,430,000 AUGUST 1,2014 5.000 824,000 -
GOB-Refunding 17,325,000 AUGUST 1, 2015 5.000 866,250 -
18,215,000 AUGUST 1, 2016 5,000 910,750 -
19,145,000 AUGUST 1, 2017 5.000 957,250
107,410,000 AUGUST 1, 2018-22 5.000 5,370,500 -
194,250,000 9,320,625 T i5675,000.
MAY 25, 2005 43,415,000 6,155,000 APRIL 1, 2014 §.000 307,750 6,155,000
(SERIES B) (B00S) 6,485,000 APRIL 1, 2015 5.000 324250 -
GOB Refunding 6.805.000 APRIL. 1, 2018 5.000 340,250 -
7,185,000 APRIL 1. 2017 5.000 358250 -
26,610,000 1,330,200 6,155,000
JUNE 16, 2005 71,740,000 3,045,000 JULY 1, 2013 4610 70187 3,045,000
(SERIES C) (C0085) 3,185,000 JULY 1,2014 4.860 148,421 -
GOB-Nor Refunding 3,335,000 JULY 1,2015 4.700 156,745 -
3,490,000 JULY 1, 2016 5.090 177641 -
3,670,000 JULY 1, 2017 5,080 186,803 -
21,360,000 JULY 1, 2018-22 5178 1,107 442 -
13,700,000 JULY 1, 2023-25 5310 833,670 -
2,680,909 3,045,000
QCTOBER 20, 2005 28,920,000 1,905,000 JUNE 1, 2014 5.000 85250 1,505,000
(SERIES D) (D005) 2.000,000 JUNE 1,2015 5.000 100,000 -
GOB-Nor Refunding 2,100,000 JUNE 1, 2016 5.500 115.500 -
2,220,000 JUNE 1, 2017 §.500 122100 -
2,335,000 JUNE 1, 2018 5.500 128.425 -
7,815,000 JUNE 1, 2019-21 5.500 428825 -
18,375,000 9¢1.100 1,805,000
DECEMBER 28, 2008 317,725,000 6,865,000 JUNE 1, 2014 5.000 343250 6,865,000
(SERIES A) (AS08) 7,210,000 JUNE 1, 2015 4.500 324 450 -
GOB-Non 7,530,000 JUNE 1, 2018 5.000 378,500 -
State Public School 7,910,000 JUNE 1, 2017 5.000 385,500 -
Building Authority 8,305,000 JUNE 1, 2018 5,000 415,250 .
Capital Obligation Bonds 48,185,000 JUNE 1, 2019-23 5.000 2,409.250 -
61,490,000 JUNE 1, 2024-28 5.000 3,074.500 .
78,400,000 JUNE 1, 2029-33 4.700 3,747.225 -
56,300,000 JUNE 1, 2034.36 4475 2525875 -
282,195,000 13,611,600 6,665,000
DECEMBER 28, 2006 545.570,0C0 5,000 JUNE 1, 2014 3.500 175 5,000
(SERIES B) (BS06) 5,000 JUNE 1, 2015 3825 181 -
GOB-Refunding 5,000 JUNE 1, 2016 38625 180 -
State Pubiic School 5,000 JUNE 1, 2017 3.750 188 -
Building Authority 5,000 JUNE 1, 2018 3.750 168 -
Capital Obligation Bonds 9,300,000 JUNE 1. 2010-23 4.200 445,088 -
131,865,000 JUNE 1, 2024-28 4.000 6,598.250 -
404,250,000 JUNE 1. 2029-33 4.750 19,139,925 -
545.540,000 26.135.075 5,000
MAY 22, 2007 146,530,000 10,000 JUNE 1, 2014 4.000 400 12,000
(SERIES A) (A007) 10,000 JUNE 1,2015 4.000 400 .
GOB Non Refunding 18,000 JUNE 1, 2018 4.000 600 -
15,000 JUNE 1, 2017 4.000 800 -
15,000 JUNE 1, 2018 5.000 750 -
1,610,000 JUNE 1, 2019-23 5.000 80500 -
64,690,000 JUNE 1, 2024-28 5.000 3,234 500 -
5,640,000 JUNE 1, 2029-32 5.000 282,000 -
74,470,000 JUNE 1, 2024 4.688 3,536,000 -
0 7,135,750 10,000
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SCROCL DISTRICT OF PHITADELPHIA
SCHEDULE OF BONDS OUTSTANDING

TUND 30, 2003
Fiscal 2014
Origanal ebt Service Reguirements
Principul Principal Muturity Iterest
Date of [sae Esaued Outsianding Dates Rutex % Interest Pringypal
DECEMBER 28, 2007 13,510,000 §00,667 DEC 28,2013 - 900,867
(SERIES C) (CQA7) 900,867 DEC 28,2014 - -
QZAB 900,667 DECG 28, 2015 - -
900,667 DEC 28, 2016 - -
900,667 DEC 28,2017 - -
4,503,332 DEC 28.2018-22 - -
§,006,667 - 900,667
DECEMBER 28, 2007 28,160,000 5,000 DEC 28, 2012 1.250 83 5,000
(SERIES D) (DQOT7) 5,000 DEC 28, 2014 1.250 63 -
QZAB 5,000 DEC 28, 2015 1.250 83 -
5,000 DEC 28, 2016 1.250 63 -
5,000,000 DEC 28, 2017 1.250 62,556 -
23,115,000 DEC 28, 2018-22 1250 289,192 -
28,135,000 352,000 5,000
NOVEMBER 20, 2008 282,365,000 4,975,000 BEPT 1, 2013 5.000 124375 4,975,000
(SERIES E) (E008) 5,205,000 SEPT 1,2014 4.000 208.200 -
GOE Non Refunding 5,445,000 BEPT 1,2015 5.000 272250 -
5,725,000 SEPT 1,2016 5.000 286.250 -
6,000,000 SEPT 41,2017 4500 270,000 -
34,940,000 SEPT 1, 2018-22 5.100 1,782,808 -
45,340,000 SEPT 1,2023-27 §5.325 2,418,700
60,265,000 SEPT 1, 2028-32 5875 3,549,404 -
81,400,000 SEPT 1, 2032-37 6.000 4,884,000 -
19,420,000 SEPT 1, 2038 6.000 1,165.200
14.959.275 4.975,000
NOVEMBER 20, 2008 114,215,000 5,000 SEPT 1,2013 3875 97 5,000
(SERIES F) (FOD8) 5,000 SEPT 1,2014 4.000 200 -
GOE Refunding 11,280,000 SEPT 1, 2015 5.000 569,000 -
10,945,000 SEPT 1,2016 5.000 547250 -
10,505,000 SEPT 1,2017 5.025 525250 -
46,040,000 SEPT 1, 2018-22 5.050 2,323,412 -
25,315,000 SEPT 1, 2023-27 5.225 1,844 119 -
114,195,000 5,809,328 5,000
PMAY 28, 2009 20,075,000 3,070,000 JUNE 1, 2014 4.827 148,189 3.070,000
SERIES A (A0D9)
GOB Refunding
3,070,000 148,189 3.070,000
MAY 28, 2009 30,710,000 2,165,000 JUNE 1,2014 3.000 64,950 2,165,000
SERIES B (B009) 5,165,000 JUNE 1, 2015 5.000 258,280 -
GOB Refunding 5,425,000 JUNE 1, 2016 5.000 271,250 -
5,805,000 JUNE 1, 2017 5.000 284,750 -
5,980,000 JUNE 1,2018 5.000 299,000 -
6,280,000 JUNE 1, 2019 4.500 283,700 -
30,710,000 1,461,900 2,165,000
MAY 28. 2009 49,200,000 8,255,000 JUNE 1, 2020 1250 78,188 -
SERIES C (C009) 6,405,000 JUNE 1, 2021 1.250 81,187 -
GOB Refunding 6,750,000 JUNE 1,2022 1.250 84,375 .
7.010,000 JUNE 1, 2023 1.250 87,825 -
7,280,000 JUNE 1, 2024 1.250 91,000 -
15,410,000 JUNE 1, 2025-26 1.250 192,625 -
49,200,000 815,000 -
APRIL 6, 2010 27,820,000 4,965,000 JUNE 1,2014 5.000 248,250 4,965,000
SERIES A (A010) 5,210,000 JUNE 1, 2015 5.000 260,500 -
(TAX EXEMPT) 5,470,000 JUNE 1, 2016 5.000 273,500 -
15,645,000 7832850 4,985,000
APRIL 6, 2010 221,485,000 5,745,000 JUNE 1,2017 4.735 272,026 -
SERIES B (BO10) 5,920,000 JUNE 1, 2018 5138 304,229 -
(BAB-FEDERAL SUBSIDY) 6,115,000 JUNE 1, 2018 5.289 323422 -
6,325,000 JUNE 1, 2020 5419 342752 -
6.550.000 JUNE 1, 2021 5.589 366.080 -
36,630,000 JUNE 1, 202226 5.729 2,242,456 -
44,880,000 JUNE 1, 2027-21 6.645 2,883 429 -
55,505,000 JUNE 1, 203236 6.765 3754813 -
53,815,000 JUNE 1, 2037-40 6.765 3,640,585 -
000, 14,228,892 -
APRIL 6, 2010 200,045,000 21,785,000 SEPT 1,2013 4.899 532,650 21,785,000
SERIES C (C010) 23,340,000 SEPT 1,2014 4.876 1,138,000 -
GOB Refunding 24,200,000 SEPT 1, 2015 4.907 1,187,500 -
25,065,000 SEPT 1, 2018 4.890 1,227,950 -
25,995,000 SEPT 1,2017 5.000 1,299,750 -
109,760,000 SEPT1,2018-21 5,000 5,488,000
230,145,000 10,874,850 21,785,000




SCHOON DISTRICT OF PHILADELPHIA

SCHEDULE OF RONDS OUTSTANDING
JUNE 30,2013
Tiscal 2014
Original Dbt Service Requirements
Principal Principal Maturity Interest
D of Issucd s Diates Rates % Tterest Principal
APRIL 6, 2010 49,365,000 7,245,000 SEPT 1,2017 4410 316,494 B
SERIES D (D010} 7,600,000 SEPT 1,2018 4976 378212 -
GOB Refunding 8,000,000 SEPT 1,2019 4974 397,900 -
8,410,000 SEPT 1.2020 4973 418,188 -
8,850,000 SEPT 1.2021 4.885 432,312 .
9,250,000 SEPT 1.2022 4.000 370,400 -
2,316,506
January 3, 2011 125,880,000 3,855,000 SEPT 1,2013 4.000 77,100 3.855.000
SERIES E (E010) 3,555,000 SEPT 1,2014 4.000 142,200 -
GOB Refunding 3,710,000 SEPT 1,2015 5.000 185.500 .
3,910,000 SEPT 71,2016 5.000 195.500 -
4,105,000 SERT 1, 2017 5.000 205,250 .
60,095,000 SEPT 1, 2018-22 5.100 3,120 838 -
41,605,000 SEPT 1,2023-24 5.250 2,184 262 -
6,110.700 3,855,000
January 3, 2011 50,000,000 18.625.000 SEPT 1, 2024 1250 232,813 -
(Series Fy (FO10) 20,330,000 SEPT 1, 2025 1.250 254,125 -
GOB Refunding 12,615,000 SEPT 1, 2026 1250 157688 .
27,325,000 SEPT 1, 2027 1.250 341,562 -
27,835,000 SEPT 1, 2028 1250 345437 .
43,470,000 SEPT 1,2029-30 1250 543,375 -
150,000,000 1,875,000 .
January 3, 2011 150,000,000 18,626,000 SEPT 1, 2024 1.250 232813 -
SERIES G (G010} 20,330,000 SEPT 1, 2025 1.250 254,125 -
GOE Refunding 12,615,000 SEPT 1, 2026 1.250 157 688 -
27,325,000 SEPT 1, 2027 1.250 341562 -
27,635,000 SEPT 1, 2028 1.250 345437 .
43,470,000 SEPT 1, 2029-30 1.250 543 375 -
- 150,000,000 1,875 000 -
December 20, 2011 144,625,000 7,415,000 SEPT 1,2014 5995 444,523 -
SERIES A (QSCB) - (FEDERAL SUBSIDY) 7,415,000 SEPT 4,2015 5995 444529 .
GOB (AQ11) 7.415,000 SEPT 1,2016 5,995 444,529 .
7,415,000 SEPT 1,2017 5995 444,520 -
7,415,000 SEPT 1,2018 5995 444,529 .
41,025,000 SEPT 1.2019-23 5995 2,459,450 -
46,950,000 SEPT 1, 2024-28 5995 2,814 653 -
19,575,000 SEPT 1, 2029-30 5.995 1,173.521 -
8,670,269 B
December 20, 2011 18,970,000 1,515,000 SEPT 1,2013 2,500 19,975 1,515,000
SERIES B (TAX EXEMPT) 1,570,000 SEPT 1,2014 3.500 71,000 -
GOB (BO11) 1,640,000 SEPT 1,2015 3.500 77,500 -
1,700,000 SEPT 1,2016 2,000 34,000 -
1,735,000 SEPT 1,2017 2250 39,038 -
7,430,000 SEPT 1, 2018-21 2,969 221,244
15,580,000 - 462,756 1615.600
December 20, 2011 41,185,000 3,100,000 SEPT 1,2013 3.000 46,500 3,100,000
SERIES C (CD11) 3,230,000 SEPT 1, 2014 5.000 161,500 .
GOB Refunding 3,395,000 SEPT 1, 2015 5000 169,750 -
3,565,000 SEPT 1, 2016 5.000 176,250 .
3,750,000 SEPT 1,2017 5.000 187,500
17,025,000 SERT 1, 2018-21 5.000 851,250 -
734,065,000 1,594,750 3.100,000
December 20, 2011 18,330,000 1,550,000 SEPT 1,2013 3.000 23,250 1.560,000
SERIES D (DO11) 1,695,000 SEPT1,2014 3.000 47,850 -
GOB Refunding 1,655,000 SEPT 1,2015 4.000 66,200 -
1,725,000 SEPT 1, 2016 4,000 £9,000 -
1,800,000 SEPT 1,2017 5.000 90,000 -
8,005,000 SEPT 1, 2016-21 3,792 297,428 -
16,330,000 593,736 1550,000
March 29, 2012 35,312,564 7,062.513 DEC 28,2013 2.000 167,098 7.082.513
SERIES A (A012) 7.062.513 DEC 28,2014 2,600 167,009 .
GOB (SEPTA Loan) 7,062513 DEC 28,2015 2.000 167,099 -
7,062,513 DEC 28, 2016 2.000 167,009 -
28,250,051 £68,396 7.082.513
November 28, 2012 264,395,000 4,510,000 April 1,2014 5.0000 302,546 4510.000
SERIES B (BS12) 9,260,000 April 1,2015 5.0000 621,162 -
GOH DEFICIT FUNDING 9.720,000 April 1, 2016 5.0000 852,050 -
State Public Schoot 10,210,000 April 1,2017 5.0000 684,021 -
Building Authority 10,720,000 April 1,2018 5.0000 719,133 -
62,190,000 April 1,2019-23 5.0000 4,171,913 -
79,370,000 April 1,2024-28 5.0000 5,324,405 -
79,015,000 April 1,2029-32 5.0000 5,300,589 -
264,995 000 17,776,749 4,510,000
TOTAL BONDS OUTSTANDING 4,165,147,564 $  3,295,018,150 $ 155,260,000 $ 117,439,251
NON-ELECTORAL DEBT BONDS 2449317,564 §  2158,783,150 $ 95,293,891 $ 106.059 251
CAPITAL OBLIGATION BONDS {l.ease Rental__1,715,830,000 1,136,235,000 59,966,199 11.380,000
TGTAL BONDS OUTSTANDING 4,165,147,564 $  3,285,018,150 $ 156,260,080 $ 117,439,251
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Capital Assets
Used in the Operation of Governmental Funds

Capital assets, which include property, plant, and equipment, are reported in the
applicable governmental or business-type activities columns in the district-wide
financial statements. Capital assets are defined by the School District as assets with
an initial individual cost of at least $500 and an estimated useful life in excess of
one year. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are valued at their estimated fair
market value on the date donated.

Capital assets acquired or constructed, for governmental fund accounting
purposes, are recorded as expenditures in the fund incurring the obligation and are
capitalized at cost in the District-wide Statement of Net Assets.
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Schaool District of Philadelphia
Capital Assets Used in the Operation of Governmental Funds
Comparative Schedule by Source
June 30, 2013
(Dollars in Thousands)

2013 2012
Governmental Funds Capital Assets:
Land $ 132,311 $ 131,841
Buildings 1,797,501 1,752,872
Improvements 1,229,844 1,185,064
Intangible Assets 46,060 45,598
Construction in Progress 27.909 58,167
Personal Property 248,007 263,426
Total GGovernmental Funds Capital Assets $ 3,481,632 $ 3,436,968
Investments in Governmental Funds Capital Assets by Source:
General Fund $ 68,084 $ 75,424
Capital Projects Fund 3,335,758 3,281,208
Categorical Funds 77,790 80,336
Total Governmental Funds Capital Assets $ 3,481,632 $ 3,436,968

This schedule presents only the capital asset balances related to governmental funds. Accordingly, the capital assets reported
in the Internal Service Fund are excluded from the above amounts. Generally, the capital assets of the Internal Service Fund are
included as governmental activities in the Statement of Net Assets.
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Statistical Section






Statistical Section

This part of the School District of Philadelphia’s (“School District”) Comprehensive Annual Financial
Report presents detailed information as a context for understanding what the information in the financial
statements, note disclosures, and required supplementary information says about the Schoal District’s

overall financial health.

Contents

Financial Trends

These schedules contain trend information to help the reader understand how the
School District’s financial performance and well-being have changed over time.,

Revenue Capacity

These schedules contain information to help the reader assess the School District’s
most significant local revenue source, property taxes.

Debt Capacity
These schedules present information to help the reader assess the affordability of the
School District’s current levels of outstanding debt and their ability to issue additional
debt in the future.

Demographic and Economic Information

These schedules offer demographic and economic indicators to help the reader understand
the environment within which the School District’s financial activities take place.

Operating Information

These schedules contain service and infrastructure data to help the reader understand
how the information in the School District’s financial report relates to the services the
School District provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the Comprehensive Annual Financial Reports for the relevant
vear, The District implemented GASB Statement No. 34 in fiscal year 2002; schedules presenting government-wide information include

information beginning in that fiscal year.

- 121-

122

129

134

139

141



Govermnmenial Aclivities
Net Investment in Capital Assels
Restricted
Medical Self-Insuronce.
Debt Serviee
Special Revenue & Permanent Funds
Expendable
Non-Expendable
Adbitroge Rebate Payable
Workers' Compensation/ TerminationAOther
Unrestricted (Deficit)

Tota] Governmental Activities Net Position
Business-type Aclivilies

Net Investment in Capital Assets
Unrestricted Meficity

Total Business-type Activities Net Position

et
Net Investment in Capital Assets
Restricted

Unrestricted (Defeity

Total Schoot District Net Position

Nates:

(1) The Schoot District refined the computation for Net Investment in Cepilal Assels for Governmental Activities for Fiscal Year 2005 and therenfer. This change reflects inclusion of deferred charges, bond premiums

and discounts, and uncapitalized expenditwes.

2004

School Distriet of Philadelphia

Net Position by Compenent

Tabic 1

For the Fiscal Years 2004 through 2013

(cerual basis of accounting)
(doltars in thousands)

2005 2006 2007 2008 2009 2010 2011 2012 2013
5 {76,702) Y 15,075 (1) H 10,345 s 1,13 ¥ 27,119 ] 17,712 3 (27,665) 3 (125,95%) 5 (210988) § (238,240)
- - . - - - - 18,375 18,375 18,375
55071 50,380 54,613 70058 74,032 71,650 76,811 24,90 109,544 98,228
5,256 333 - - - - - - - -
- - 1,969 2,667 2,814 2,109 2,166 3,495 3,466 3447
- - 3,622 3,329 3,393 4,121 4,149 1891 1,838 2,8%6
R - - - 3,767 4,286 4,286 3,646 286 265
19,624 23,885 2,354 - - - - - - -
{696 786) (1,031,304) {1,199,787) €1,303,264) (1,308,420) (1,275,930) (1,302,757) (1,344,779) (1,355,846) (1.482,574)
(693,537) {93662 (1,116,884) (1,226029) (1,197,295 (1,176,052 (1,243,010} (1,347 470} (1432,325) __ (1,598.06%)
3,459 3,449 3,188 3,113 4,005 3,281 3,247 2,927 2466 2122
7,474 7,855 2,442 (5.613) (7,346) (11,196) (11,162) (9,342 6,747) (5.003)
10.933 11,304 5630 (2,480) (3341 _ 915 (7.915) 6,415 {4,281) (2 AB1Y
(73,243) 18,524 13,533 4316 31124 20,953 (24,418) 123,072y (208,522) (236,118)
79,951 79,600 72,558 76,052 BA,006 82,166 87412 123,308 134,509 123,151
(689.312) (1,023,449) (1,197,345) (1.308,877) (1,315,766) (1,287,126) (1313919 {1.354,121) (1,362,593) (1.487,977)
p] (682.604) (925,325 $ {1,111,234) $ (1228509) 3 (1200636) 5 (1,1B3.967) §_ (1,250,925) $_ (1353885 3 (1,436,606 § (1,600,944

Sourca: The School District of Philadeiphia Comprehensive Annuol Finaneial Reports for the Fiseal Years ended 2004 through 2013.
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Expeuses
Governmertal Activilies

Instruction

Student Suppent Services

Administrative Suppen

Oporstion & Maintenance of Plat Serviess (6)

Pupil Transponation

At Othor Support Sarvicas

Early Childhaod Educution

Interést on Long-Term Debt

Loss on Dispotal of Capital Assets (1]

Loss on Sale of Razd Praperty

Toia} Governmenial Activities Expemes (3)

Businessfype Astivities:
Food Service (6)
Losson Dikpoxal of Capital Asacts (4)
Towl Business-type Activities Expenises

Toiad Senoo) District Expersey

Program Revenoes
Governnetilal Adlivities
Charges for Services {5)
Instroetion
Student Support Servicer
Adminisiratise Support
Opesation & Maimerance of Flont Serviess
Pupil Trensponiation
Ezrly Childhood Education
Opernting grants and contributions
Capital grants and contributions
Toial Govenmental Activities Program Revenues

Birsiness type Astivities
Charges for Services:
Food ervice
Operating grants and conteibutions
Capital grants and contsibutions
Tola] Buripesstype Alivities Program Revermies

Total Schoo! District Frogram Revenues

Busincas-type Activilies
Totat Schoof Disteict Nt (Paporse)/Revernse

Notes:

Schoel District of Philadeiphia

Tablc 2

Expenses, Propmm Revenues, and Ne: (ExpenseYRevenue

For the Fiscal Years 2004 through 2013

{mccrual basis of accotnting)
{doflars in thousands}

2004 2008 2008 007 2008 2009, 2010 2011 247 2013
s 1,382,087 3 1,458022 1,696,973 3 1,706,310 3 1,733,663 - 1.R69, 789 H 2.033,79% H 2.264.253 H 2.087.983 3 118,133
35229 412,99t 24743 262044 210,438 WA 14058 134,59) 181,595 180348
114831 117818 12,458 14397 92,100 122323 135,193 147.66) 108,520 102885
243 483 258.985 263,163 270,182 273338 1750 36291 241.48¢ 197,205 19%,7%62
76382 #4170 $EBET 89079 107,050 TIGM 76173 BL154 £1,58) B2015
26968 15815 38,422 19,654 32.047 1391 (3362) (2i.283) (10.373) 13123
21,628 20952 18003 20,448 22816 24,157 20515 14R7 189 197
83132 114,523 128.24% 138.296 137906 139,001 142337 147,505 139,011 153.707
6323 (M 3838 . B - - . - . -
: 31580 - - - - : . - -
2312733 2,594.669 2353875 2,620,381 2,609.373 2,697,821 2,501.831 3,121,294 2,785,725 2922742
#0628 77595 79,851 B1.798 78,188 81008 80638 E1.035 TLIE 76016
. 3 6 - - - - N - -
80,638 77,603 15857 RL79E JE.189 R1,008 RO.E38 BLOMS 77,246 76.036
1 2393373 E) 21622272 2673832 5 230019 3 2.687.564 5 1778829 3 2982 469 3 3,202,329 5 2.862.97) H 2998778
L 1280 5 447 599 H 773 H (314 H 1,007 5 664 5 745 3 642 3 847
274 260 20 103 &5 L 2 . - -
340 EL 47m i A543 198 3882 3871 anz 4732
2,885 1342 1325 951 939 1213 L1 an v 4
2,542 2,615 453 ELES 112 336 60 - 28 -
657,783 743,746 778,978 804,930 BI1660 904,656 1001353 1.046.867 T8R.546 863.362
2,563 200 - 123 22 300 1,200 an 1,000
069 748,982 781934 BO7,692 839,483 S11.974 1.007,167 1.033,803 790,198 873,035
6,695 404 5,086 1708 1.089 307 2675 2,094 1582
11,436 9527 68,530 69,442 72.063 76,870 .50 71351 76071
- - - - - N - a0
78,1351 74.36) 73616 73,154 75152 80,107 82228 79,596 33
i 247,948 s £27133 856,315 s #3124 _% 932,607 s 987,126 s 1087274 s 1135133 s 869,793 3 230,708
(16448467 (1.795.687) £4,812,921) (1BL2.749) (1,749,222} (1,785, k4T {1.894,664) [2,067389) {1.995,526) {2.049.687)
{1391 548 (5,496) (8182] {5038) {3,858, (313 1193 2,350 L1617
s {1,645,425) 3 (1,725,139) {(LALZSITY 1 (1,820,931 5, {1,754.957) £ ! 703 3 895,198 3 {2066,196) _% {1,293,176} 3 2,048,070}

(1) With the inilial implmentation of GASB Starement No, 34, the Sechool District identifie and reporied fulfy depreciated personat praperty axscta lhat were scrapped, Beginning in Fiscal Year 2004, the School District refined the procedures for identifying epreciable
scrappod persanal property. The nzw method idestifiod serapped assets into two categories: (a) fully depreciated and () not fully depreciated. Dotlars reported, for Fiscal Years 2004 and fhereafier. nepresent the value of net personal propery: exclitsive

of depreciution that had ot been Fully depreciated

{2y Dioring Fiscal Year 2084, the et valese of the persons] property ot fully depreciatid was stported 15 an adjustment afer computing the change in net ansets. This practics was discortimued afe: msggeations were matke by scconming review authorities sad 8 thorough
review of the GAAFR. concerning “Leases on the snle of capital mesets” used in governmerial activities. The School Districe began to neport mterial Tosees a8 an expense in the general govermnment funelion of the "Stelernenl of Activiies”, As such, we re-siated
the Fiscal Year 2004 dispenal of persons) property as an expensa inhe pener) povermmen! Runctien.

(3)  Expenses for Insiruction, siudent supperl services, pupil transportation, opertion & maintenance of plant services. and inlorst on long-term debt have progressively inereased. primorily due 10 mplertenting he "No Child Lefl Bebind” requirements

and the capila) improvement initiative.

i

Recasified Changes for Services. under Program Revenues, by functional activitics.

Direet und Jndinect Expenscs were combined farting in Fiscal Year 2010.

Souree; The School Distriet of Philadelphiz Conmprehensive Annusl Finaneial Reports for the Faseal Wears ended 2004 throngh 2013,

Change ecounting prosedure For reporting "Lems on Dikpasal of Capital Asaets" druing Fiseal Year 2007, Fiegan sllocating fossss to Rupclional activities
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School District of Philadciphia
Table 3
Net (Expenses)Rovenus, General Revenues, and Totat Change in Net Fositon
Tor the Fiseal Years 2004 through 2013
(ncorual basis of sccounting)
{dollars in thousands)

2004 2005 2008 2007 2008 2005 2010 2010 2012 2013
Met (ExpenselRevenue
Governmerital Activitic £ (1.644,666) 5 {L79568T) 5 (L8200 § (1.812,749) 3 (1.749927) § (1,785,847} 3 (LB94.664) £ (2067389 $  (1.992.526) 5 (049.687)
Businegs-type Activities (759), 548 {5,496 {8,182} {3035) (3.856) £531) 1.193 2330 56817
Total Scheoo! District Net (Expense)Revenuc (1645425} (1.795.139) (E81751T) {1820531 {1,754 957), (1,791,703} (1.895,135) 2.066.196, {1.993.176; {2.048.070),
LGenernl Revenuey/Contribated CapitalTransiers:
Govemmental Activities
Property Taxes 516385 540322 540241 549519 598,556 604962 608,377 605.24% 658.540 630,633
Other Taxes (1)
Usc & Oceupancy Toxes 29,005 97,908 $7,940 104,147 108,298 112225 111801 115361 113,843 130,142
Liguor Taxes 284824 33,381 7,181 39,713 41616 41,136 42,787 25,185 52314 50,730
School (Non-Business) income Taxes 15436 16278 20901 21502 26,550 25240 21,590 24,738 29,691 27225
Poblic Diility PILOT Taxes 998 B4d 1441 702 1,054 K65 1.098 LIS 103 1,053
Granys and Contoibutions Not Restricied to Specific Programs 83,595 81,872 112,958 142927 [EER:n) 102245 63,462 69,057 87,921 100,580
Stale & Federal Subsidies 760,743 783,347 £04,829 843647 870.686 922,965 LO1S8H 1089698 969,264 925831
Gain on Sale of Capital Axsers - 233 - - - - 8 - - -
Transfers 7 178 178 178 @.112) (1283) (534) (308) 217 {31y
Invesimen! Revenue/(Txpense) - . - - - - 2261 13,348 4,170 (1,364)
Tota! Gavernmenta] Activities 1495062 1,554,952 1.615.669 1.704.755 3776549 1.808.452 1,862,647 1.963.443 1917063 . 1283045
Business-type Activiies
Contributed Capitmi - - - 250 43 - 3 - - -
Trnalers . (76 {178) (178, (178) 4112 1,283 534 308 @211 217
Total Business-typs Activities 6] (178} (178} 72 4075 1283 531 308 @M 217
Total Sehoo! District Generst Revenues/Contributed CapitabTransfers 1,494,986 1,554,774 1.615491 1,704,827 1.780.724 1.809.742 1,R70.178 1.963.751 L 216,846 1.883,732
Chanpes in Net Position:
Govemmenlal Activities (149,604) 240,735y (196,352) 107,994} 26,627 22612 (@5.017) (103.046) (78463} (165,738)
Businexs-type Activities (835 270 (5674) (8110} (360} (4579 I §501 2133 1,400
Tatal Sehoo! Distrist Change in Nat Position 5 {150439) g (240.365) § _ (202.026) E__(116104) 3 25,767 3 18039 3 25018) & (1024460 § (76330) % 164.338)

Notes:

(1) Reclassified other taxes previously reported into its' verious components, U&OQ, Liquor, School ete,

Source: The School District of Philadelphia Comprehensive Annual Financial Reports for the Fiscal Years ended 2004 through 2013,
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School District of Philadelphia
Table 10
Property Tax Rates - All Direct and Overlapping Governments
For the Calendar Years 2004 through 2013
(Per $100 Assessed Value)

School District

Calendar City of of
Year Philadelphia Philadelphia Total
2004 3474 % 4.790 % 8.264 %
2005 3.474 4.790 8.264
2006 3.474 4.790 8.264
2007 3.474 4.790 8.264
2008 3.305 4959 8.264
2009 3.305 4.959 8.264
2010 3.305 4.959 8.264
2011 4.123 4.959 9.082
2012 4.123 5.309 9.432
2013 4.462 5.309 9.771

Note:
(1) The City of Philadelphia and the School District of Philadelphia impose & tax on all real estate.

Source: The City ot Philadelphia, Department of Finance.
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Taxpayer

School District of Philadelphia

Table 11

Principal Property Taxpayers
Current Calendar Year and Nine Years Ago
(dollars in miltions)

Franklin Mills Associates

Philadelphia Liberty Place LP

Nine Penn Center Associates

HUB Properties Trust

PRU 1901 Market LLC

Maguire/Thomas

Commerce Square Partners

Brandywine Operating Part (Bell Atlantic)
Philadelphia Shipyard Development Corp.
The Philadelphia Market Street (Marriott)
Two Liberty Place

Total of the Ten Largest Real Estate Assessments

Total Taxable Assessments

Note:

2013 2004
Percentage Percentage
Assessment of Total Assessment of Total
Rank Value (1) Assessments Rank Value (1) Assessments

1 3 576 0.46% 5 $ 48.4 0.44%
2 54.4 0.44% 1 64.3 0.59%
3 54.1 0.44% 2 574 0.52%
4 43.8 0.35% 4 523 0.48%
5 352 0.28% 7 329 0.30%
6 339 0.27% 9 320 0.29%
7 333 0.27% 8 323 0.30%
8 331 0.27% 6 45.1 0.41%

9 30.3 0.24% - - -
10 28.8 0.23% 10 304 0.28%
- - - 3 56.0 0.51%
$ 404.5 3.25% § 451.1 4.12%
5 124162 100.00% F 109459 100.00%

(1) Represents total taxable asscssed value of property. See Table 9 for gross assessed value of property.

Source: Board of Revision of Taxes, The City of Philadelphia.
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School District of Philadelphia
Table 13
Ratios of Outstanding Debt by Type
For the Fiscal Years 2004 through 2013
{dollars in thousands)

Governmental Activities (1)

Per Capita (4)

General Lease Total Percentage In Constant

Fiscal Obligation Revenue Loans Capital Governmental of Personal Dollars -

Year Bonds Bonds Payable Lease Activitics Income (3) 2004 as

Actual Base Yaar (2) (3)
2004 1,726,595 § 388,135 3§ [0: 385 $ 2,319,214 550 % 3 1,536 1,536
2005 1,805,490 588,130 259 3,125 2,397,004 5.52 1,583 1,530
2006 1,798,724 588,123 44 2,375 2,389,268 5.32 1,574 1,457
2007 1,732,258 906.200 10 1,604 2,640,072 5558 1,737 1,583
2008 1,712,357 901,025 3 813 2,614,198 5.16 1,709 1,481
2009 1,929,620 895,570 - - 2,825,190 521 1,834 1,623
2010 2,104,498 889,955 - - 2,994,453 5.54 1,935 1.680
2011 2,096,912 884,010 - - 2,980,922 523 1,933 1,050
2012 2,206,447 877.780 - - 3144227 5.24 2,046 1,707
2013 2,158,783 1,136,235 - - 3,295,018 522 2,129 1,749
votes:

(1} Tacludes ajt long-term debt instruments, including bonds, loans, and capital leases. Details of the School District's outstanding debt can be found in the notes o the financial statements.

e School District's business-type activitics did not have any long-term debt instruments. Business-type obligations relate to compensated absences and severance payable only.

(2) Base Year Consumer Price Index (CPI) data obtained from U.$, Department of Labor. Bureau of Labor Statistics.

(3} See Table 18 for personal income and pepulation data, These ratios are caleulated using personal income and population data for the prior calendar year.

{4) Per Capita income values based on poputation multiplicd by Per Capital Personal Income data obtained feom L. S. Department of Commeree, Burcau of Econemic Analysis.
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School District of Philadelphia
Table 15
Direct and Overlapping Governmental Activities Debt
As of June 30, 2013
(dollars in millions)

Estimated

Share of
Estimated Direct and

Debt Percentage Overlapping
Governmental Unit Outstanding (1) Applicable Debt (2)
School District of Philadelphia ¥ 3,226.0 100.0% $ 3,226.0
City of Philadelphia Direct Debt 4,279.8
Total Direct and Overlapping Debt $ 7,505.8

Notes:
(1) To identify debt outstanding, refer to notes to the financial statements.

The definition of overlapping governments are those that coincide, at least in part with the geographic

boundaries of the city. Real property tax is levied on behalf of both the City of Philadelphia and the School

District at a combined rate of 9.771 percent of the assessed value of residential and commercial property. The City's
share currently is 4.462 percent while the remainder of 5.309 percent is for the School District. The School District
meets the requirement of an overlapping government.

This schedule estimates the portion of the outstanding debt of the School District that is borne by the residents
and businesses of the City of Philadelphia. This process recognizes that when considering the government's
ability to issue and repay long-term debt, the entire debt borne by the residents and businesses should be

taken into account. However, this does not imply that every taxpayer is a resident and therefore responsible for
repaying the debt of the School District.

(2) Al long-term obligations of the School District of Philadelphia are overlapping, or 100%.
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To Tolal Governmental Funds Expenditures Excluding Categorical Funds
For the Fiscal Years 2004 throngh 2013

School District of Philadelphia

Table 17

0 of Annual Debt Service
For General Bonded Debt and Authority Payments

{dollars in thousands)

2004 2005 2006 2007 2008 2008 2010 2011 2012 2013

General Bonded

Debt Principal b 435,000 % 20,410 8 36,686 § 62,152 % 65,626 § 70,347 3 0762 % 65454 % 3,877 8 107.664
General Bonded

Debt Interest 74,044 74,572 91,643 99,178 99,582 $2,134 83,864 83,332 86,593 96,720
Loans 369 369 215 34 7 i 0 [ o 0
State Public School

Building Authority (1) 21,717 29,952 29 953 33,805 49,062 49,058 49,058 49,060 42,522 49,056
Tofal Debt Serviee T T T ""_

Expenditures (2 §  141i% § 125203 S 158497 § 195360 £ 214277 $ 201,542 § 203,684 § 199,846 § 160,692 ¢ 253,440
Total General

Expenditures Excluding

Categorical $ 2066100 § 2146065 § 2269236 § 2379051 & 2520220 § 2409218 $§ 2,466,869 $ 2,637,062 § 2,403,080 % 2,614,168
Ratio of Debt Service

to Total General

Expenditures Excluding

Categorical 6,83 5.84 6.98 4.21 8,30 6.37 8.26 7.58 6.69 9.69
Total General

Expenditures (2) (3) ¥ 2455588 0§ 2,592929 % 2728210 8 2,822,734 S 2975037 § 2879420 $ 3,051,775 $ 3261757 % 2,853,650 by 3,075,230
Ratio of Debt Service

to Totat General

Expenditures 575 4.83 3481 6.92 7.20 7.00 6.67 6.13 5.63 8.24
Notes:

(1) Includes both principal and interest payments.

(2) Does not include bond issuance cests, defeasement costs, or anthority obligation programm expenses.

(3) Includes General, Intermediate Unit, Categorical. Debt Service and Capital Projects Funds expenditures,
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School District of Philadelphia
Table 20
School District Cinployees by Function
For the Fiscal Years 2004 through 2013

Percentage
PROFESSIONAL/NON-PROFESSIONAL EMPLOYEES as of June 15th (1) Change
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2004 -2013
Instruction:
Classroom Teachers
Operating 11,033 10,347 9,509 8,884 8,648 8,696 8,561 8313 7.591 7,571 (A1) %
(rants 1,146 1,286 1.438 1,612 1,640 1,681 2720 2,900 1,954 1.927 682
Total Classroom Teachers 12,179 11,633 10,947 10,496 10,288 10,377 11,28] 11,213 9.545 5498 (22.00
Non-Teaching
Assistant (Asst.) Teachers 365 384 239 241 245 254 218 258 232 226 {38.1)
Classroom Assistants 778 745 653 672 658 639 692 779 732 1.218 36.6
Counselor/Librarians 39 83 84 88 69 40 86 13 35 74 {16.9)
Psychologists/Therapists 19 41 37 38 36 32 38 41 36 40 28
Supportive Service Assistant 1,356 1.210 1471 1,197 1,156 1,206 1.252 1,422 1111 1,100 (13.9)
Other Paraprofessionals 237 203 172 152 146 100 97 102 164 175 (26.2)
Total Non-Teaching 2,864 2,636 2.666 2,388 2,310 2,311 2.444 2,615 2410 2,833 [EN5]
Total Instruction 15,043 14,265 13.613 12,884 12,598 12,688 13.725 13.828 11,955 12,331 {18.0)
Classronm Support:
in-school Instruction Leadership & Support
Principals/Assistant Principals 532 522 515 510 478 475 465 474 445 419 (21.2)
Departnient Heads/Program Mers. & Coord 63 59 35 31 34 35 s 33 1 2 96.8)
Secretarial 597 580 540 497 4038 487 472 453 346 333 44.2)
(Other Clerical 84 87 30 83 3 4 2 5 1 1 (98.8}
Total m-schoal Instruction Leadership & Support 1,276 1,248 1,170 1121 1O 1,003 974 970 793 755 (40.8)
Professionat Development & Training
Thrector 2 i 3 2 3 4 ) 3 - - (100.0)
Nen-Teaching Professionals 418 391 431 350 325 333 240 246 124 i (73.4)
Secretatial 4 4 5 4 4 1 1 1 - - {100.0)
Total Professional Development & Training 424 396 439 336 332 338 249 252 124 111 (72.8)
Student Support Services
Other Technical Staff 30 13 7 31 26 27 36 49 1 1 96.7)
Non-professional supervisory 116 114 113 107 94 2 90 76 5 5 (95.7)
Counselor/Librarians 339 340 347 327 338 344 471 469 379 250 (14.5)
Faychologists/ Therapists 99 100 105 102 97 100 96 113 108 11¢ 111
Other Pavaprofessionals 146 167 19% 194 146 449 336 537 320 243 66.4
Bus Drivers/Attendants 1,129 1.126 1,125 1,127 1,084 1,047 1,072 1,053 1,044 908 (19.6)
Health Providers 340 320 30 326 317 325 331 325 221 220 (35.3)
Foud Service 908 902 890 931 810 820 368 854 764 772 {15.0)
Other (includes Noon Time Aides) 1,381 1458 1431 1,400 1,429 1,498 1,574 1,608 1288 1,339 (1.0)
Total Student Support Services 4,438 4,560 4547 4,545 4,341 4,702 5,074 3,084 4,130 3,888 {13.4)
Basie Building Services
Non-Teaching Assistants 471 421 311 248 196 187 161 120 48 18 96.2)
Maintenance 400 416 428 410 416 376 3as 368 342 315 (21.3)
Custodiat 1.868 1810 1,663 1.583 1.508 1,453 1418 1,409 1.228 1119 40.1)
Warchouse/Distributton 34 33 34 28 21 27 29 2 23 2 (33.3)
Sceurity 491 554 485 540 540 592 594 552 401 399 (15.7)
Total Basic Building Services 3,204 3234 2,925 2,809 2,681 2.635 2564 2,516 2042 1,873 {(42.6)
‘Total Classroom Support 9.452 9.438 9081 §.831 8,364 8,678 8,861 8,822 7,089 6,027 (25.9)
Administrative Support
Executive Management 26 27 33 28 26 32 17 46 - - {100.0)
Regional Superintendent 1t 11 12 12 8§ 12 1l 6 - - {100.0)
Management/Administrative - - - - - - - - 6542 666 a7
Directors 65 65 69 70 64 78 82 91 - 1 (98.5)
Asst. Directors/Admin Asst, 81 71 61 55 46 25 4 56 - - (Hoe.m
Prog. & Mgmt. Supervisors 112 126 178 147 134 167 185 164 4 6 (94.6)
Mgmt. Level Technicians 128 126 114 152 157 143 147 171 i} 8 i93.8)
Other Technical Staff 359 350 9% 238 273 316 362 335 15 11 {96.9)
Non-Professional Supervisory 114 118 116 111 90 107 106 103 - 2 (98.2)
Secretarial 166 165 151 141 102 109 101 97 65 63 (62.0)
Other Clerical 195 183 182 158 226 230 238 224 154 13 {32.8)
Other (2) 3 2 1 - - - - - - - (100.0)
Total Adwinistrative Support 1,260 1,244 1,315 1,162 1,146 1,219 1.323 1,293 586 R88 {29.5)
Total School District 25,755 24,951 24,009 22877 22,108 22,585 23,909 23,943 19,930 19.846 (22.9)
Add: Municipal Services (3) 95 926 92 93 82 86 75 26 4 - (100.£)
Total Schoo!l District Wide 25,850 25,047 24,101 22,970 22,190 22,671 23,984 23,969 19,934 19,846 {23.2) %
Notes:

(1) Data represents the School District's active employees, for each fiscal year, in the School District's payroll system as of June 15th.
(2) Represents positions that could not be identitied to a specific function between FY2004 and FY2006.
(3) Represents positions paid by the School District on behalf of the City of Philadelphia,

Source: Office of Management and Budget, Finance Office, The Scheol District of Philadelphia.- FY2004 to FY2006
Source: Office of Chief Talent and Dovelopment, Department of Human Resources, The School District of Philadelphia - FY2007 through FY2013
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School District of Philadelphia
Table 22
Miscellaneous Statistics
Tor the Fiscal Years 2004 through 2013

School District is 4 separate and independent home rule school district of the first class established in 1963 by the Philadciphia Home Rule Charter.

The School District s a political subdivision of the Commonwealth created o assist in the administration of the General Assembly's duties under the Constitution of the
Commenwealth to "provide for the maintenance and support of a thorough and cfficient system of public education to serve the needs of the Commonwealth,”

The Sehool District of Philadelphia operates at present under a five member School Reform Commission. The School Reform Commission exercises all powers and has
all the duties of the Board of Education. The Board of Education continues in office performing only dutics assigned by the School Reform Commission. The Governor
of Pennsylvania appointed the chairman who has full power and autharity of the Scheol Reform Commission and two other members, while the Mayor of Philadelphia
appointed the two remaining members,

The School District also sexves as the agent for Intermediate Unit No. 24 (the "LU."), an entity established by the Commonwealth to provide programs in special
education, special education transportation, non-public school services and telaled management services. The $chool Refonm Commission constitutes the Board of
Directors of the LU.; the boundaries of the LU, are coterminous with those of the City and School District, All LU. services are performed by the School District pursuant
o contracts between the School District and the 1.1,

Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal
2004 2005 2006 (3) 2007 2008 2009 2010 2011 2012 2013
Nuomber of Schools (1)

Elemyeniary 175 176 177 178 175 175 173 170 16% 162
Middle 42 ki 32 30 31 30 28 26 3 23
Special 1l tt 17 21 2 21 22 21 23 22
High 35 38 30 R 30 32 32 32 27 25
Vocational/Technical M 7 9 9 9 9 8 8 & &
Tatal Public Schools 268 270 265 259 266 267 265 2857 249 240
Charter Schools (2) 48 52 54 56 &1 63 67 57 67 7
Renaissance Schools (2) N/A NiA N/A N/A N/A WA N/A 7 13 17
Alterngtive Schools (6) N/A NA 13 5 16 17 27 12 26 26
ber Charter Schools (7) 6 Q@ 11 11 11 1t 11 11 1K) 15

Brick & Mortar Charter Sckools (7) 5. 7 9 kil 9 9 4 6 s
Total Schools 328 336 350 360 363 367 ki) 378 174 37
Schoo! Enrollment (2)
Elementary 94,247 91,932 99,157 97,429 93,387 93,618 93,476 90,620 90411 RR,398
Middle 29,380 25,572 22,458 19,350 (8,724 14,834 14,348 12914 11,700 10,349
Speciat (1) (4) - - 8,829 9,208 9,762 10,979 11,590 11,499 12,671 12,002
High (3) (4) . . 35,861 35,329 32,508 11,113 2914 27,949 22,163 19,735
Vocational/Technical (3) - - 3,961 8351 8,230 7,136 6,792 6,594 6,062 5,545
Special/Senior/Vocaional
Technical (3) 64,770 64,222 - - - - - -
Total Pablic Schools 188,397 181,726 175,263 169,697 162,604 157,680 156,420 149.576 142,007
Charter Schools (2) 21,695 25055 26,938 28,220 30,326 32,637 34,019 36,190 38,148 42,813
Renaissunce Schools (2) - - - - - - B 4,293 9,314 12,930
Altemative Schools (6) - 2,538 5,790 4.399 4,703 4,568 4,239 4,906 3,812 4,165
Cyber Charter Schools (7) 462 1,047 1,220 1,380 2,180 2,616 2,915 3,627 4,787 5,825
Brick & Mortar Charter Schools (73 268 258 24% 230 m 205 188 191 164 172
Tutal 210,822 210,62 209,459 204,446 200,040 167,706 197,501 198,783 199,232 202,834
Number af Public High
Scheel Graduates (1) 10,331 10,800 10,132 9,694 9,570 9,967 9.976 10,191 9,392 9,513
Number of Charter High
Schaol Graduates {5) 919 1424 1,651 1,928 2,126 2,181 2,355 3,219 2,615
Total of High T
Sclioo] Graduntes 11,250 11,967 11,556 11,345 11,498 12,546 12,611 12,128
HWotes:
{I) School District of Phidadelphia, Office of Acc hility snd A Performance Targets and Data.

]

Sehool District of Philadelphia, Budget Document - Fiscal Years 2004 through 2003, Data for Fiscal Years 2006 thauph 2013 was obtained from the Office of Accountability
sl Assessuent-Performance Tarpets and Daté, School Disivic of Philadelphia.

(3

School District of Phi Office of b s and Budget - Schoal Services. Beginning in Fiscal Year 2006, the School Digtrica revised the reporling requirements for
special, senior, vocational, and technical school enrollnet. These types of schools were reported separately,

¢

Deginning in Fiscal Year 2008, the Sciool District revised the reporting requirametis for Educational Oppornmifies Program (EOF) which include nine high schools. Orthe nine
high scliools, elght were identified us senior high schiools ind one as a vacational school. The Educational Opportunities Program is for smdents who attend designated high
schools after core hours, tormally called Twi-light schools,

(5

Commonwealdh of Pennsyhvania, Department of Educaiion - Reporting System for Fiscal Years 2004 through 2008, School District of Philadelphia, Oiice of Ac lily
and Assessimenit - Schiool Innovation and Best - for Fiscal Yoar 2009 & Fiscal Year 2013

{6y Tring Fiscal Year 2010, the School District realigned its Alternative Education fimctions into schools and programs 10 include: Accelerated High School Programs, an
Education Options Program, Ozsis Prograin and other District Schools and Programs.

(7

Represents the average Uaily menbership for entire year jor Students enrolled in these Non Philadelphia Charter Schoals,

N/A = Data Not Availuble,
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School District of Philadelphia
Table 23
Teacher Base Salaries
For the Calendar Years 2004 through 2013

Percent
School District (1) (3) Change State National
Calendar Minimum Average Maximum Average Average Average
Year Salary Salary Salary Salary Salary (2) (4) Salary (5)
2004 $ 35963 $ 55977 $ 74,69) 3.56% $ 52,640 $ 46,542
2005 37,622 58,187 74,691 3.95% 53,281 47,516
2006 37,042 58,689 76,932 0.86% 54,043 49,088
2007 38,153 60,361 79,240 2.85% 54,970 51,142
2008 39,298 62,524 81,617 3.58% 56,092 52,963
2009 40,870 65,066 84,882 4.07% 57,237 54,354
2010 44 038 63,638 87,428 -2.20% 59,156 55,224
2011 44,038 66,372 87,428 4.30% 60,760 55,489
2012 45,359 71,561 90,051 7.82% 61,934 55,418
2013 45,359 71,459 90,051 -0.14% 63,521 (ED) 56,383 (E2)

Notes;
(1) Amounts exclude additional salary steps based on experience or academic credentials, nor fringe benefits such as pension,
health insurance, etc.

(2} Averages for Statc are based on school year which corresponded to ending fiscal years; For example, data for Calendar
Year 2004 represent averages for school year 2003/04. etc.,

(3) Obtained from the Human Resources Data Team, School District of Philadelphia
(4) Obtained from the Pennsylvania Department of Education

(5) Obtained from the National Education Association

(E1) =Estimated a 2.4 percent increase over 2012-13

(E2) =Estimated a 1.7 percent increase over 2012-13
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School District of Philadelphia
Table 24
Capital Asset Information
For the School Year (Years) 2012-2013

Range of
Buildings Official
Schools # of Buildings (1) Ages Square Footage Capacity (10)(12)

Elementary 125 5 yrsto 124 yrs 9,006,972 79,584
Elementary With Annexes 22 3 yrsto 107 yrs 980,111 9,322
Elementary/Little School Houses 18 4 yrsto 103 yrs 1,143,605 11,678
Middle 17 8yrsto 119 yrs 2,202,647 17,466
Middle With Annexes 2 41 yrs and 87 yrs 106,992 903
High 18 1 yrto 101 yrs 4,253,617 28,100
High/Elementary (2) 1 13 yrs and 64 yrs 135,351 1,323
High (3) 1 96 yrs 108,000 929
Special 14 7 yrs o 105 yrs 1,872,961 13,525
Special/Elementary (5) 2 80 yrs and 99 yrs 188,460 1,422
Special/Middle (6) 1 60 yrs 168,259 1,126
Special’Middle (7) 1 89 yrs 120,000 1,202
Special/Middle (8) 1 44 yrs 190,000 1,512
Vacational 6 28 yrs to 84 yrs 1,246,914 6,615
Alternative 4 45 yrs to 104 yrs 162,961 1,480
Alternative-No Enrollment Data 1 8 yrs 164,000 446
Charter (9) 5 43 yrs to 92 yrs 608,604 4,385
Renaissance (4) 17 4 yrs to 105 yrs 2,092,029 17,697
Other
High-Auto Academy 1 45 yrs 31,270 256
Early Childhood Centers {10) 6 N/A 185,000 N/A
Closed/Vacant Property (11)
With 2012-13 Enrollment 20 42 yrsto 111 yrs 2,584,374 17,454
Without 2012-13 Enrollment 24 N/A N/A N/A
Administration
Administration 2 45 yrs to 65 yrs 843,610 N/A
Transportation
Administration Garages 5 N/A 175,133 N/A
Repair Garages 1 N/A 10,663 N/A
Athletics
Fields 11 7 yrs to 73 yrs 147,227 N/A
Pools 3 35 yrs to 44 yrs 43,968 N/A

Source: The School District of Philadelphia Records Office of Capital Programs

N/A = Data Not Available

NOTES:

(1) Only School District owned buildings were identified and recorded.

(2) Two Schools use the same building - Lamberton H.S. and Lamberton Elementary School.
(3) Two High Schools, Kensington Business, Finance & ENT and Kensington Urban Education Academy used the same building.
(4) School District buildings being leased to (used by) Renaissance Schools.
(5) Twa Special Schools, Masterman and Girard Music Program start at the 5th grade through the 12th grade, used the same buildings.

{6) Two Special Schools, Parkway Northwest HS and Philadelphia Military Academy, and Leeds Middle School use the same buildings.

{7) One Special School and one Middle school, Parkway West and MYA, used the same building,
(8) One Special School, Motivation HS and one Charter School used the same building,
(9) School District buildings being leased to Charter Schools.

(10) Used in conjunction with public schools.

(11) School District is in process of determining disposition based on the "Facility Master Plan".

(12) Presently the State uses 23 students por classrooms for official capacity. The capacity enrollment number has varied from 25 to 35

over the years, therefore official capacities of schools have been adjusted accordingly as allowed by the State.
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Percentage of
Capacity
Used
81.8 %
63.8
83.5
48.0
753
61.1
55.5
64.6
69.5
119.2
69.9
483
16.1
67.3
61.5
N/A
79.6
72.5
N/A
N/A
4.5
N/A
N/A
N/A
N/A
N/A
N/A



The School District of Philadelphia, an equal opportunity employer, will not discriminate in
employment or education programs or activities based on race, color, religion, age, national origin,
ancestry, handicap, sex, sexual orientation, union membership, or limited English proficiency. This
pelicy of non-discrimination extends to all other legally protected classifications. Publication of this
pelicy in this document is in accordance with state and federal laws including Title IX of the
Education Amendments of 1972 and Sections 503 and 504 of the Rehabilitation Act of 1973.
Inquiries should be directed to Joseph Rischow, Equal Opportunity Compliance Officer,
Procurement Department, 440 N. Broad Street, Philadelphia, PA 19130, (215) 400-4380.
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