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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 the entries submitted for the 2018-19 Annual Financial Report Cover Design Contest. The theme for 
this year is “Celebrating the 50th Anniversary of the Moonwalk and Space Exploration”.  Watching films of man’s 
first steps on the moon after all these years is still exciting and has made us think about what new areas of the universe 
there are to explore and discover. On July 20, 1969, humans walked on another world for the first time in history. After 
a landing that included dodging a lunar crater and boulder field just before touchdown, Neil Armstrong and Buzz Aldrin 
explored the area around their lunar landing site for more than two hours. They collected soil and rock samples, set up 
experiments, planted an American flag, and left behind medallions honoring the Apollo 11 crew and a plaque saying, 
“We came in peace for all mankind.”  

This contest theme provides a unique opportunity for students to challenge their intellect, imagination and creativity to 
visually express their ideas, influences, experiences that have had an impact on their lives and what life lessons can be 
learned about the past and future of space exploration. For this competition, students are encouraged to interpret this 
theme two dimensionally using their own stylistic approach. Exemplary artwork selected for the Annual Financial 
Report will be used on the front and back covers and dividers in the book.  This publication is distributed nationally and 
has received prominent attention for its outstanding illustrations produced by The School District of Philadelphia K-12 
public school students. 

 
The winners are as follows: 
            
   STUDENT     ART TEACHER 
 
1st Prize   Duy Nguyen     Ms. Marsha Rosenthal 
   Front Cover  Northeast High School  
   Grade 12 
 
2nd Prize   Lauren Archer     Mrs. Cathy Bateman  
   Back Cover  The Arts Academy at Benjamin Rush    
   Grade 11 
 
3rd Prize 
 Front Inside Cover Jade Gonzalez     Mrs. Cathy Bateman 
    The Arts Academy at Benjamin Rush  
    Grade 12 
 
 Back Inside Cover Teva Dang     Mrs. Cathy Bateman 
    The Arts Academy at Benjamin Rush 
    Grade 10  
    Divider: 
 1st   Erica Takakjy     Mrs. Cathy Bateman 
   The Arts Academy at Benjamin Rush 
   Grade 12 
 

Meiying Huang     Mrs. Janice Hill 
   Woodrow Wilson Middle School     
   Grade 7 
          
 2nd   Diane Dinh     Ms. Jennifer Raynor 
   Northeast High School     
   Grade 12 
 

Elijah Misyuk     Mrs. Janice Hill  
 Woodrow Wilson Middle School     

   Grade 8 
 

 3rd   Abdourahimou Ndiaye    Ms. Mary Shean 
   Harrington Elementary       
   Grade 4 
  
    Jenique Jones     Ms. Mary Shean 
   Harrington Elementary   

Grade 1 
 
 

Ms. Deborah Klose, Director of Arts Education  
Office of the Arts and Creative Learning 
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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 7, 2020 
 
To the Members of the Board of Education, 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, 2019.  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”) perform 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 unmodified opinions that the School District’s financial statements, for 
the Fiscal Year ended June 30, 2019, 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.  Because the cost of a control should not exceed the benefits to be derived, the 
objective is to provide reasonable, rather than absolute assurance, that the financial statements are free of any material misstatements. Internal 
offices of the School District, namely the offices of Management and Budget, General Accounting, Accounts Payable, Grants Fiscal Services 
and Compliance, Office of Inspector General and Audit Services, regularly review expenditures of School District funds and perform selective 
and random reviews of operations and controls 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 (MD&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. 
 
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 500 school districts in the Commonwealth and the only School District of the first class, employing over 19,100 full 
time employees as of June 2019 and the tenth largest in the United States (including Puerto Rico) 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 IU have been included in the School District’s reporting entity as a blended 
component unit. The IU is included in the School District’s reporting entity because of the significance of the operational relationship with the 
School District. All IU services are performed by the School District pursuant to contracts between it and the IU.  
 
Although considered a quasi-state agency, the School District directly serves the citizens of the City of Philadelphia, Pennsylvania, the sixth 
largest city in the United States with a population of over 1.5 million and a land area of approximately 130 square miles.  The School District 
educates almost 12% of the Commonwealth’s 1.8 million public school students.  Total enrollment in the School District managed schools has 
declined over the past decade while charter school enrollment significantly increased. Enrollment for the School District for the 2018-2019 
school year as of October 1, 2018 was over 204,500 students including 73,666 attending charter schools and 3,854 in alternative education 
programs/schools. The enrollment for the School District for 2019-2020 as of December 1, 2019 was 206,825 students including 77,537 
attending charter schools and 3,718 in alternative education.   
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During Fiscal Year 2019, there were 215 schools that the School District operated, as well as 26 alternative education programs/schools and 
87 charter schools managed by other entities within the city and that serve Philadelphia’s children. In addition there are 13 cyber charter schools 
and 8 brick and mortar charter schools that students may attend. In Fiscal Year 2019, over one of every three (38%) public school students in 
the School District attended charter schools, making the School District a national leader in providing meaningful school choice to parents and 
students. The Fiscal Year 2019 organizational structure for the School District includes 48 elementary schools; 99 elementary/middle schools; 
14 middle schools; and 54 high schools. At the end of the 2013-2014 School Year, the School District had closed 24 schools that the District 
operated due to a myriad of factors including: low occupancy levels, the shift of enrollment to charter schools, academics, school climate and 
building conditions. There has only been one other school closure since that time in Fiscal Year 2017.    About 13.2% of the School District’s 
buildings are 40 years old or less, 44.1% are between 41 and 80 years old, 42.7% are 81 years or older.  

The School District provides a comprehensive range of mandated educational services that include general, special, International Baccalaureate 
program, Advanced Placement (AP) program and vocational education at the elementary and/or secondary levels, as well as related support 
and transportation services. Pre-K educational services have become an increasing strategic priority to expand. The School District provides 
summer school programs, in addition to pre-school and after-school program services, depending on the needs of a community and available 
funding.   To ensure schools have the administrative support they require and to provide targeted supports and services, schools are assigned 
to one of thirteen geographically dispersed Neighborhood Networks and an additional three specialization Networks to include Opportunity, 
Acceleration and Innovation.  
 
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, 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”).  The Governor of Pennsylvania from December 2001 through June 30, 2018 appointed three members, including 
the Chairman, the Mayor of Philadelphia appointed the remaining two members.  The SRC exercised all powers and had all the responsibilities 
and duties of the original Board, along with additional powers.  The SRC voted to turn the governance of the School District over to local 
control of the City of Philadelphia on November 16, 2017. The dissolution determination by the State Secretary of Education was received on 
December 27, 2017 to dissolve the state controlled School Reform Commission on June 30, 2018.  Local governance by a Board of Education 
consisting of nine members appointed by the Mayor of the City of Philadelphia began on July 1, 2018 to coincide with the dissolution of the 
SRC at the end of the reporting period of Fiscal Year 2018. The Superintendent beginning on July 1, 2018 reports to the Board of Education. 
During the Fiscal Year 2019 reporting period, the Superintendent was Dr. William R. Hite, Jr. and the Chief Financial Officer was Uri Z. 
Monson. 
 
The School District’s fiscal year is July 1st to June 30th 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 Board must first approve, by resolution, all personnel appointments, purchases of materials, supplies, books, and equipment in 
excess of $19,700 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 Board of Education.   
 
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 encumbered, 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 assignment in the governmental funds, except in Categorical Funds, since they do not constitute 
expenditures or liabilities.  However, unencumbered appropriations lapse at year-end.   
 
Major Initiatives 
 
After several years of making strategic and intentional investments in our schools our efforts are measurably working based upon student 
educational outcomes and Philadelphians can be proud of the progress being made in our schools.  Overall, we are pleased to report the quality 
of education in Philadelphia’s public schools is improving each year. Maintaining unrelenting focused activities on our four action goals have 
been key to our success. There are measurable improvements in college and career readiness, early literacy, staffing and fiscal stability. We 
have double the number of high-performing schools and have fifty percent fewer lower-performing schools since 2015. At the same time we 
are improving student outcomes, we are maintaining a strong fiscal focus. For the first time since 1977 we achieved an Investment Grade credit 
rating from Moody’s Investor Services and we had a positive year-end fund balance for the fifth straight year.  We are proud of our progress, 
but there is still much work we must do. Our progress to-date is the result of the hard work and commitment of thousands of students, families, 
District employees, elected officials and community members. All these improvements come as the District is governed by a locally-appointed 
Board for the first time in nearly two decades.  
 
Our organization priorities are driven by our strategic mission, vision, core values, guiding principles and anchor goals which together form 
our multi-year Strategic Action Plan districtwide.  
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 Our Strategic Mission sets forth, “The School District of Philadelphia (SDP) will deliver on the civil right of every child in 
Philadelphia to an excellent public education and ensure all children graduate from high school ready to succeed, fully engaged as a 
citizen of the world.”   

 Our Vision is, “All children have a great public school close to home.”  
 Our Core Values place emphasis that all students can and will learn, high quality instruction is central to our work, schools are 

learning organizations, parents and families are our partners, and we are trusted stewards of public resources.  
 Our Guiding Principles place emphasis that all students can achieve given the needed supports, there is educational equity for all 

students and cultural diversity is valued.  
 The Four Anchor Goals in support of our mission, vision, core values and guiding principles focus on early literacy, academic 

growth for stronger college and career readiness, principals and teachers who can bring out the best in our students, and finances that 
are fiscally stable and responsible.   

 
Fiscal Year 2019 is the fifth straight year all major initiatives remained focused on these objectives as we continued to build upon our 
momentum and made significant progress on all fronts. For the third straight year, schools are improving. More students are graduating and 
have strong reading skills, more classrooms are great modern learning spaces and more services are in schools to support students and families.    
The fifth consecutive year with a positive year-end fund balance has provided us with the needed resources to successfully carry-out our Action 
Plan. Our investment plan and strategic action plan are working. Over the past fiscal year, we continued to make very good progress in laying 
the foundation for the future and we continue to show growth in individual schools and classrooms across the District. Two of our schools were 
named as national blue ribbon schools out of only nineteen schools throughout Pennsylvania. However, this is difficult work and a multi-year 
effort, especially in an urban school district, and requires ceaseless energy, determination and support. Increased State and Local funding 
coupled with a positive fund balance again allowed the District to make investments in school performance with a focus on initiatives that lead 
to improved educational outcomes which matter most to student success – improved academic achievement, progress, climate and college and 
career readiness scores.   
 
Year five of our Investment Plan included the following budgetary investments focused on our Four Anchor Goals:  

 Previous anchor goal investments which began in Fiscal Years 2016, 2017 and 2018 continued and were maintained and/or increased 
in Fiscal Year 2019 and beyond.  

 Expanding early literacy work to grades 4 and 5.  
 All grade four and five classrooms will receive new leveled libraries over the next two years. 
 Classroom modernization and new furniture for over 141 elementary classrooms in 11 schools to support literacy. 
 Additional literacy coaches to ensure all K-5 teachers receive intensive literacy training and support. 
 Studying industry research and best practices to develop new Foundations of Math content. 
 More dual enrollment opportunities for all high school students. 
 Ten (10) new college and career readiness coordinators.  
 New Office of Career Connectedness in conjunction with the City of Philadelphia. 
 More nurses to minimize vacancies and absences. 
 Thirty (30) additional English Language Learners (ELL) teachers.    

 
These investments are paying dividends and we are encouraged by demonstrable progress in each of the Four Anchor Goals achievement 
targets. The achievements of each is below (school information excludes charter schools and is based upon school year 2017-18 data and where 
available 2018-2019):  
 
Anchor Goal 1 – 100% of students will graduate, ready for college or career (5 Year Target of 80% graduation rate);   
 

 Public school Graduation Rate of 69%, 
 Increase of 6% in the four-year graduation rate to 79% for District managed schools. 
 7,300 students to earn over 13,400 industry certifications, 
 2,000 more high school students are on track for on-time graduation within four year, 
 6,700 students are enrolled in Advanced Placement and dual enrollment classes that count toward college credits  
 53% of schools have improved achievement scores, 
 63% of schools have improved their progress scores, 
 69% of schools have improved their climate scores, 
 63% of schools serving grades 9-12 have improved their college and career readiness scores.  
 Our student’s three-year academic growth rates for literacy and math are outpacing the state average in nearly all tested grade levels.  

 
Anchor Goal 2 – 100% of 8 year olds will read on grade level (5 Year Target 66% on grade level at age 8);   
 

 The number of 3rd graders reading on grade level has increased 3 percentage points to 36%, 
 All District elementary schools have an early literacy coach to ensure the highest quality instruction, 
 All District Acceleration Network schools staffed with Reading Specialists that provide individual early literacy instruction,  
 One million new books were distributed across every K-3 classroom, 
 350+ early literacy classrooms modernized across 38 schools.  
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Anchor Goal 3 – 100% of schools will have great principals and teachers (5 Year Target – engaged and supported principals and 
teachers with strong instructional skills);   
 

 97% employee fill rate.  
 Hired more teachers with 99% of all teacher vacancies filled by the start of the school year,  
 One of four teachers hired were educators of color, 
 All K-3 teachers were trained to be expert early literacy instructors,  
 Doubled the number of teacher residents creating a pipeline of highly qualified teachers. 

 
Anchor Goal 4 -   the School District will have 100% of the funding we need for great schools and zero deficit (5 Year Target - Balanced 
budgets every year through 2022); 
 

 Fiscal stability has been key to returning Philadelphia’s public schools to local control and providing the monetary resources to 
achieve Anchor Goals 1, 2 and 3’s strategic objectives and to improve the education our students receive, 

 Transformed classrooms across the city into modern learning spaces with state-of-the-art technology and services that support 
students and families, 

 Positive Fund Balance for five consecutive years, 
 Fiscal Year 2019 Available Budgetary Fund Balance of $222.6 million,  
 Fiscal Year 2020 Available Budgetary Projected Fund Balance (as of June 2019 Five Year Plan update) of $129.7 million, the sixth 

straight year of a positive fund balance,  
 Projected positive fund balances for Fiscal Year 2020 to Fiscal Year 2021 after which a projected deficit for Fiscal Year 2022 and 

beyond due to mandated and fixed costs unless adequate funding is secured or drastic program cuts enacted,   
 $45 million invested in classroom technology and over 20,000 chrome books delivered to schools, 
 $50 million invested in early literacy classroom modernization, 
 $8 million invested to repaint over 824,000 square feet of space impacting more than 6,700 students.  
 Moody’s double credit rating upgrade and the first investment grade rating since 1977 due to five straight years of balanced budgets.  

 
Budget Structure    
  
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 
Board of Education.  The “original” or adopted budget was passed on May 24th of the preceding fiscal year (e.g., May 24, 2018). The 
“amended” or final budget was passed on May 30th of the current fiscal year (e.g. May 30, 2019).  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 Board of Education, the Charter also 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 Capital Improvement Program (CIP) require the authorization 
and approval of the Board of Education on a project by project basis.  The CIP is a set of projects that construct, replace and/or modernize 
District facilities to offset the effects of age and use that has occurred in the school buildings and to improve the educational environment for 
our students. The CIP identified over $1.36 billion in facility needs through Fiscal Years 2019 - 2024 to improve major infrastructure systems 
and buildings.  On May 30, 2019, the School District adopted its 2020 Capital Budget of $319.5 million and six-year capital improvement 
program for Fiscal Years 2020-2025, which identified $1.73 billion in facility needs. The CIP includes new construction, major renovations, 
classroom modernization, environmental services, technology projects, bus transportation, and life-cycle replacements comprised of HVAC, 
structural, roofs, windows and doors, electrical systems, site improvements, security equipment and the ongoing condition assessment. The 
School District also amended its Capital Budget for Fiscal Year 2019 on May 30, 2019 to total approximately $209.1 million. 
 
Local tax rates for the School District are authorized by the City Council. The City of Philadelphia collects current and delinquent local taxes 
and other locally generated non-tax revenues for the School District. These taxes represent about 43% of the Fiscal Year 2019 overall 
governmental fund revenues. The City and the School District have successfully focused attention on improving the collections of all taxes and 
expanding revenue sources.  
 
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 Board of Education.  
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. 
 
The School District currently spends approximately 3.3% of its budget on administrative costs (excluding re-funding costs) and approximately 
96.7% of its budget on capital financing and other items directly benefitting the schools. Of the 96.7%, approximately 87.3% is spent on 
education and other support services and the remaining 9.4% is spent on capital financing. The biggest cost drivers are mandatory or contractual 
in nature and include personnel and related healthcare benefit and pension costs, charter school costs, and debt service costs. 
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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 local social and economic factors, such as: 
 
Financial Planning: The District is in its strongest academic and financial position in years. Positive financial trends and a strong outlook has 
allowed the needed investments to achieve positive academic outcomes for the fifth straight year and position us for future successes. Over the 
past few years, the District has undertaken numerous initiatives to improve the efficient and effective use of public dollars and plan for 
sustainable investments. For Fiscal Year 2019, the District was able to moderately increase the beginning prior year’s positive operating fund 
balance to adequately plan for future needs due to increased State and Local funding, a strong financial focus resulting in more favorable 
financing terms and smarter fiscal management coupled with actions taken to ensure the continuance of recurring revenues.   This was the fifth 
consecutive year of a year-end positive fund balance.  Efforts to put the District on a strong financial footing and a positive financial outlook 
has resulted in Moody’s upgrading the District’s bond ratings and outlook in Fiscal Year 2017, and again in Fiscal Year 2019 with the District 
receiving a two notch increase in the School District’s bond rating, bringing it to a Baa3; investment grade for the first time since 1977.  On 
October 3, 2019 Fitch upgraded the School District’s unenhanced rating to BB+ from BB- and maintained the outlook as stable. The enhanced 
intercept rating from Fitch was affirmed as A+ with a stable outlook. Fiscal Year 2020 should continue this positive trend with a $129.7 million 
projected operating fund balance (March 2019 Five Year Plan Projection). Although there were modest operating fund balances for the past 
five fiscal years (about two weeks of operating revenues), expenditures growth rates outpace revenue growth rates resulting in an outlook of 
structural deficits beginning in Fiscal Year 2022. Though facing deficits in the coming years, through tough choices, increased funding from 
stakeholders due to demonstrated return on investments, a five-year budget plan and smarter long and short-term fiscal management we are 
well-positioned to face these challenges and find solutions to allow us to continue to develop our system of great schools in both the near term 
and future years.   
  
Recognizing the need for more revenues to avoid a fiscal cliff while at the same time investing in the programming to ensure our students’ 
success, the District was successful in obtaining and sustaining recurring revenues from the State.  Recurring State revenues include the 
Cigarette Tax which no longer sunsets in Fiscal Year 2019 with the District receiving at least $58 million annually and a rideshare program 
effective through December 31, 2020 in which the District receives a portion of the revenues estimated to be more than $4 million annually  At 
the local level, the District is continuing its three-year pilot program to identify city properties whose assessed value is at least $1 million under-
valued and file formal appeals for these properties. Property reassessments were projected to result in recurring revenues of $65 million which 
began in Fiscal Year 2018 and were realized. However, in July 2019 there was a court decision which would require the District to provide 
nearly $35 million in tax credits in relation to a lawsuit brought against the City related to its property assessment practices. Many steps remain 
in this process and the initial ruling could be overturned. The District receives about 28% of its general fund revenues from local property taxes. 
Other funding sources resulting from a Fiscal Year 2016 bond refunding of over $1 billion in high interest debt will save over $100 million 
over 20 years.  In addition, securing a fix to the State reimbursement formula (AVI) in Fiscal Year 2017 prevented the loss of $250 million in 
State reimbursement revenues through Fiscal Year 2022. With the Fiscal Year 2019 Moody’s upgrade and a more recent Fitch upgrade in Fiscal 
Year 2020, we anticipate the positive financing trend experience to continue.  
 
To adequately plan for the future, operating costs which are fixed and/or mandated (which make up a significant portion of the overall 
expenditures), along with new expenditures must be considered. Since the school district is a service oriented organization, labor costs represent 
a significant portion of the budget with salary and benefits costs representing over 45%.  
 
The District continued its practice of achieving structural fiscal balance while executing the major initiatives and action items discussed above 
which focus on equity, educational outcomes, school choice and school climate. Part of the challenge is to continue to make the necessary 
sustainable investments in educational programming to achieve the strategic goals to ensure all our students get the support they need to succeed 
while balancing fiscal integrity.  Increased funding and financial planning has pushed the time-line for a deficit operating fund balance 
(assuming no changes to assumptions) out to Fiscal Year 2022 and beyond.   
 
As we enter the fifth year of the District’s investment plan in our children’s future, the District’s longer-term finances, although steadily 
improving, continue to pose challenges. Inadequate revenues to cover mandated expenditures, increases in expenditures such as payments to 
charter schools and contractually obligated compensation and benefits, combined with an unsustainable cost structure with fixed and mandated 
expenditures outpacing revenue growth unless alternatives are found, could  impact the steady progress the District has shown over the past 
four years. Several years of significant program sacrifices has already been an indicator for us of the devastation this can have on our student’s 
success and we will do everything in our power to ensure these drastic cuts do not repeat in the future. In addition, the physical aging of the 
infrastructure has required considerable additional resources to maintain and update the District’s buildings and environmental factors.  This 
need will only increase as the buildings continue to age.  
 
In summary, the District is in a better academic and financial position than it has been in several years. This is directly because we have taken 
and will continue to take the necessary steps to build the financial and educational foundation upon which teaching and learning can grow 
which includes: focusing on the four action goal areas that matter most to academic outcomes; closing low performing and underutilized District 
schools and Charter schools; becoming a better authorizer of Charter schools; negotiating contracts which fairly compensate employees and 
attract a highly qualified and diverse workforce; providing for 21st century learning environments and school climate; expanding high quality 
seats and choices; taking measures to identify and mitigate rising expenditure areas such as special education, transportation, facilities costs 
and benefits; and establishing baseline expectations for all of its schools because in our view all students can succeed.  
 
The Local Economy: The key factors highlighting Philadelphia’s overall economic well-being falls into two distinct areas – the economy and 
social indicators.  The economic factors were mostly positive whereas the social indicators were less so, but improving in some areas. On the 
economic front, the City continued its prior year trend and had a growing local economy, particularly in the center city areas, with strong job 
growth, steady population gains and a strong housing and commercial construction market.  The City had the highest jobs increases since 1991 
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and the average unemployment rate fell to 5.5%, the lowest level since 2000, although higher than the national average of 3.9%.  Home sale 
prices have risen 63% since 2010. With regards to social indicators, the high school graduation continued to rise reaching 68% in the class of 
2018, although it’s far below the national average of 84%, its considerably higher than it was a decade ago, and the percentage of adults with 
four year degrees continued to modestly increase. The city’s incarceration levels and violent crimes fell in 2018, however, there remained 
troubling trends in the social indicators.  The poverty rate has been stuck at 26% for the past five years and Philadelphia retained its title as the 
poorest of America’s 10 most populated cities. The cities homicide rate rose 11% in a single year. Philadelphia is hard hit by the opioid crisis 
and in 2018 had one of the highest drug death rates in the country and the homeless population has tripled since 2014.      
 
The population of 1.58 million (based upon the US Census Bureau 2016 population estimates as reported by the Pew Charitable Trusts in April 
2019) rose for the 12th straight year. During the period 2000 to 2010 the population of the City increased from 1.517 million to 1.526 million, 
an increase of 0.6% over the 10 years, ending six decades of population decline.  In the seven years following the 2010 Census, the City’s 
population grew by an additional 4.4% to 1.58 million residents in 2018. Contributing to the population growth is the increase in the number 
of millennials remaining in Philadelphia (born between 1980 and 2000).  This creates an exciting opportunity and challenge for Philadelphia 
to retain young families by continuing to make progress on the perceived quality of our public schools.   In addition to the increase in millennials, 
the City’s population is becoming more diverse with a 15% Hispanic and 8% Asian and 14% of the population is foreign born. Enrollment in 
Philadelphia-district run schools continue to decrease while the number of students enrolled in Charters continued to grow. Philadelphia had 
the fifth largest higher education sector among major U.S. cities in 2017. The undergraduate and graduate programs at these institutions help 
provide a well-educated and trained work force. 
 
The City benefits from its strategic geographical location, relative affordability, cultural and recreational amenities, and its growing strength in 
key industries.  Philadelphia has developed an increasingly diverse economy centered on the healthcare industry, higher education, professional 
and business services and leisure and hospitality. The cost of living index is low compared to other major Northeast cities and is 20% less than 
Washington DC and 61% lower than Manhattan. In 2018, the Education and Health Services, Professional and Business Services, Trade, 
Transportation and Activities, Financial Activities and Hospitality sectors represented 75.6% of the total employment for the City for the year. 
The City is a center for health, education, 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 two in U.S. children’s 
hospitals. 
 
The City is in the heart of a five-county metropolitan area with approximately six million residents making it the Country’s sixth largest by 
population and is both the largest city in the Commonwealth and the only city of the first class.  The City is strategically located on the east 
coast with easy access to markets, resources, government centers, and transportation.  Since 2008, substantial private and public investment 
has led to a revitalization of the City. Philadelphia is experiencing a construction boom. After nearly ten years of house price deflation and 
sluggish recovery, 2015-2018 proved to be the best years for Philadelphia housing since the recession. Recent major development investments 
completed or under construction since 2017 were $7.4 billion. Total vacancy rates for office space remained strong at 13.8% in 2019 compared 
with an average of 15.0% in selected office markets across the nation.  
  
“The City of Brotherly Love” is a cultural center and the centerpiece of early American history and is home to many national historical sites 
that relate to the founding of the U.S. As a major urban center and the birthplace of this country, 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 increased the City’s appeal as a tourist destination. The City is rich in history, art, architecture, and entertainment. 
World-class cultural and historic attractions abound in Philadelphia. Some of the more prominent ones are: 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 Jewish History Museum, the Rodin Museum, the Barnes Foundation Museum and the recent addition of the American 
Revolution Museum. The South Philadelphia sports complex is home to the Philadelphia 76ers, Flyers, Phillies, and Eagles football team which 
won the NFL Super bowl in February 2018. 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. Leisure demand grew in recent years due to high 
profile events such as the 2015 World Meeting of Families, culminating in a papal visit from Pope Francis, the 2016 Democratic National 
Convention and the NFL Draft in the spring of 2017.  Legislation passed by the Pennsylvania General Assembly authorized two stand-alone 
casino licenses.  Philadelphia’s first casino, Sugarhouse, opened in 2010 and in November 2014, the City’s second casino license was awarded.   
 
The City continues its commitment to sustainability and green initiatives. There has been extensive investments in creating more and better 
public green spaces. In addition, measures have been taken to reduce automobile traffic by making the streets friendlier to bicyclists and creating 
a bicycle sharing program. 
 
The economic, social and demographic data tell us that in recent years Philadelphia has many reasons to be proud of its recent performance. 
But they also indicate a mixed picture that the city faces some fundamental social challenges, some old and some new. Overall the city appears 
poised for success over the coming years.  
 
Accounting Pronouncements:  Effective for Fiscal Year 2019, the School District has considered two new Government Accounting Standards 
Board (GASB) Statements, GASB No.  83, Certain Asset Retirement Obligations, No. 88, Certain Disclosures Related to Debt, but found them 
not to be applicable.  
 
Long-term Debt: As of June 30, 2019, the School District’s net general bonded debt outstanding was $3.2 billion.  
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SCHOOL DISTRICT OF PHILADELPHIA 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
JUNE 30, 2019 

 
 
 

I. 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 the Codification of Governmental Accounting and 
Financial Reporting Standards (“GASB Codification”).  
 
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, 
2019.  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 intent of the MD&A is 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 also assists the reader with identifying significant financial issues, identifying 
changes or any material deviations from the School District’s prior financial position, and identifying any 
individual fund issues or concerns.  As such, this section is to 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 
immediately following. 

II. FINANCIAL HIGHLIGHTS 

 
The School Reform Commission (SRC) and the State took measures to put governance under local control of a 
Board of Education beginning July 1, 2018. This action has had a strong positive impact on the current and 
future financial outlook of the District and cited as a key factor in a recent Investment Grade Bond Rating of 
the District’s outstanding debt for the first time in 40 years.   
 
Several key financial highlights for Fiscal Year 2019 include, but are not limited to, the following: 
 

 Total revenues were $3,761.4 million. Over 47.2% of total revenues and subsidies were from the 
State with PA Basic Education Subsidy (BES) representing approximately two thirds and grants 
awarded and appropriated by the Pennsylvania State government comprising about one third. 
About 42.3% of the District's revenues are from the collection of local taxes and local nontax 
sources. The remaining 10.5% is subsidies and grants awarded and appropriated by the Federal 
government. 
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 Total revenues increased by $203.7 million compared to Fiscal Year 2018.  Program revenues 
increased by $24.7 million primarily from: 1) $16.6 million increase in operating grants and 
contributions; 2) $7.5 million increase in capital grants and contributions, and 3) $0.6 million 
increase in service charges. This increase is largely due to additional grant funds received from 
the federal government and private grantors.  Local revenues increased by $73.3 million due to a 
$52.3 million increase in Property taxes and a total increase of $21.0 million in Use and 
Occupancy tax, Liquor tax, School Income tax, Cigarette tax and Rideshare revenues. Local 
grants and contributions not restricted to specific programs increased by $86.5 million primarily 
from contributions from the local government, interest and other miscellaneous revenues. State 
and Federal grants and subsidies increased by $14.9 million primarily due to increases in the basic 
education appropriation, transportation reimbursement and pension plan reimbursement. The 
District also had an increase of $4.3 million in swap derivative revenue. 
 

 Total expenses were $3,641.1 million. Approximately 96% of all expenses are for instructional 
services, direct student-related costs and services directly benefiting students and schools such as 
transportation, utilities and debt service for school renovations and construction.  A significant 
portion of these expenses are fixed and/or mandated by regulatory and contractual obligations 
(e.g., for benefits per the Collective Bargaining Agreements, mandated pension plan 
contributions, debt service costs, and charter school transportation and per pupil payments). 
 

 Total expenses increased by $254.3 million compared to Fiscal Year 2018. This increase is due to 
an additional $188.0 million in instruction costs, $26.9 million in student support services, $6.0 
million in administrative support services, $32.9 million in operation and maintenance of plant 
services, and $9.3 in pupil transportation offset by decreases of $11.4 million in other support 
services and interest. In addition, expenses under Business-type activities increased by $2.6 
million primarily due to the recognition of a new business type activity, Use of Facilities. 
 

 At the end of the current fiscal year, total net deficit was $4,282.3 million.  Over 90% of the net 
deficit was due to the adoption of GASB’s reporting requirements for pensions and other 
postemployment benefits (OPEB).  In Fiscal Year 2019, the District recognized an unfunded net 
pension liability of $3,698.9 million and an unfunded net PSERS OPEB and Life Insurance OPEB 
liability of $160.7 million and $15.9 million, respectively.  The remaining 10% of net deficit is 
due to other unfunded liabilities, such as termination pay liabilities and workers compensation. 
 

 The Operating Fund consists of the General Fund, the Debt Service Fund and the Intermediate 
Unit Fund. The Fiscal Year 2019 ending Operating Fund balance is $304.2 million.  Of the total 
$304.2 million fund balance for the Operating Fund at June 30, 2019, $25.1 million is non-
spendable or encumbered for existing purchase commitments and $56.5 million is restricted for 
future debt service payments, leaving an ending budgetary operating fund balance of $222.6 
million.     
 

 The Operating Fund balance of $304.2 million as of June 30, 2019 reflects a $39.5 million 
increase from the Fiscal Year 2018 balance. This balance includes $24.7 million of encumbrances 
for the General and Intermediate Funds, $0.4 million of General Fund inventories, and $56.5 
million for future debt payments resulting in a $222.6 million ending budgetary operating fund 
balance. The increase from Fiscal Year 2018 is primarily the result of several factors: higher local 
tax revenues and state revenues partially offset by increased instructional, operation and 
maintenance, pupil transportation, charter school payments, and principal and interest payments. 
 

 Under bond covenants, the School District is required to set aside, with the District’s fiscal agent 
from daily local revenue receipts, amounts sufficient to meet debt service obligations due at future 
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dates. At fiscal year end, the sinking funds in the fiscal agent's custody totaled $195.0 million. Of 
this amount, $162.4 million is to pay obligations for the next fiscal year, $32.2 million represents 
mandatory deposits for future debt payments, and $0.4 million represents amounts to pay debt on 
certain buildings sold by the District. 
 

 The Debt Service Fund is a separate governmental fund (within the Operating Funds) established 
for the accumulation of resources to pay bond principal and interest, and for payment of other 
associated costs.  The Debt Service Fund ended Fiscal Year 2019 with an increase in fund balance 
of $3.9 million as compared to $10.0 million in Fiscal Year 2018, a $6.1 million decrease. This 
decrease is a result of the following: 1) $23.7 million of additional principal and interest payments 
(including defeased interest) offset by; 2) $2.1 million of additional interest revenue; 3) $15.4 of 
additional transfers in from tax revenue and 4) capital asset proceeds of $0.1 million.     
 

III. 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 focus, 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, deferred outflows of resources, liabilities, deferred inflows of resources and net 
position are detailed in the Statement of Net Position.  From this statement, the reader can identify which 
assets the School District owns, the amount of debt that 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.e., 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 general revenues.  Moreover, the statement provides comparative data regarding whether 
the financial status of the School District has improved or deteriorated during the reported fiscal year.   
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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 focus. 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 general operations.   
 
Fiduciary Responsibilities 
 
The Statement of Fiduciary Net Position presents financial information that 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. 

IV.  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 provides 
the reader with insight as to how the School District performed financially in Fiscal Year 2019.  These two 
statements report the School District’s net position and any changes in net position that 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 deficit position as of June 30, 2019.  A more detailed 
Statement of Net Position is on page 34 of the Basic Financial Statement section: 
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Net Position 

As of June 30, 2019  
(Dollars in Millions) 

Table 1 
 

Assets 2019 2018 2019 2018 2019 2018
Current & Other Assets $ 1,021.5 $ 1,155.2 $ 31.7 $ 31.2 $ 1,053.2 $ 1,186.4
Capital Assets 1,798.3 1,709.6 3.4 2.8 1,801.7 1,712.4
Total Assets 2,819.8 2,864.8 35.1 34.0 2,854.9 2,898.8

Deferred Outflows of Resources
Deferred Refunding Charges - Loss 90.2 104.5 0.0 0.0 90.2 104.5
Deferred Pension 700.0 648.6 10.6 9.8 710.6 658.4
Deferred OPEB 26.1 14.9 0.4 0.2 26.5 15.1
Total Deferred Outflows 816.3 768.0 11.0 10.0 827.3 778.0

Liabilities
Current & Other Liabilities 405.0 398.8 1.7 4.4 406.7 403.2
Long-Term Liabilities 3,535.1 3,706.0 2.0 2.1 3,537.1 3,708.1
Net Pension Liability 3,643.7 3,518.7 55.1 53.2 3,698.8 3,571.9
Net OPEB Liability 174.1 161.5 2.5 2.3 176.6 163.8
Total Liabilities 7,757.9 7,785.0 61.3 62.0 7,819.2 7,847.0

Deferred Inflows of Resources
Deferred Refunding Charges - Gain 3.6 3.8 0.0 0.0 3.6 3.8
Deferred Pension 132.3 229.7 2.0 3.5 134.3 233.2
Deferred OPEB 7.3 8.0 0.1 0.1 7.4 8.1
Total Deferred Inflows 143.2 241.5 2.1 3.6 145.3 245.1

Net Position
Net Investment in Capital Assets (620.1) (637.7) 3.4 2.8 (616.7) (634.9)
Restricted 210.6 206.6 0.0 0.0 210.6 206.6
Unrestricted (Deficit) (3,855.5) (3,962.7) (20.7) (24.4) (3,876.2) (3,987.1)

Total Net Position (Deficit) $ (4,265.0) $ ($4,393.8) $ ($17.3) $ ($21.6) $ (4,282.3) $ (4,415.4)

Total

Governmental

Activities

Business-Type

Activities

 
 

 
For the Fiscal Year ended June 30, 2019, the School District's total net deficit was $4,282.3 million. This net 
deficit amount is cumulative and represents the accumulated results of all prior fiscal year operations of which 
($3,876.2) million is unrestricted. This balance reflects the results of Fiscal Year 2019 operations of $120.3 
million of revenue over expenses and prior period adjustments of $12.8 million.  This total increase of $133.1 
million was the result of the following: 1) A net increase in assets and deferred outflows of resources of $5.3 
million, 2) a decrease in liabilities of $28.0 million and 3) a decrease in deferred inflows of resources of $99.8 
million.  The net increase in assets and deferred outflows of $5.3 million is made up of increases in capital 
assets net of accumulated depreciation of $89.3 million, the recognition of prepaid expenses and swap 
derivative investments of $4.2 million and $4.8 million, respectively, and increases in deferred pension and 
OPEB contributions of $63.6 million offset by  decreases in: cash and restricted cash of $106.9 million, net 
receivables of $34.6 million, prepaid bond insurance premiums of $0.7 million and deferred refunding losses 
of $14.4 million.  The decrease in liabilities of $28.0 million is made up of decreases in bond related debt and 
termination compensation payable of $171.0 million and $12.6 million, respectively, offset by increases in: net 
pension and OPEB liabilities of $139.7 million, unearned revenue of $15.7 million and other various liabilities 
of $0.2 million.  The decrease in deferred inflows of resources of $99.8 million is due to decreases of $99.6 
million in deferred pension inflows, primarily due to an increase adjustment to the District’s proportionate 
share and $0.2 million in deferred debt refunding gains. 
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Moreover, restricted assets are reported separately on the Statement of Net Position 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. 
 

Changes in Net Position 
Fiscal Year Ended June 30, 2019 

(Dollars in Millions) 
Table 2 

 

Revenues 2019 2018 2019 2018 2019 2018

Program Revenues
  Charges for Services 5.0$                              5.4$              1.8$               0.8$              6.8$               6.2$              
  Operating Grants & Contributions 1,024.1                         1,009.9         90.8               88.4              1,114.9          1,098.3         
  Capital Grants & Contributions 8.1                                0.6                -                 -                8.1                 0.6                
General Revenues
  Property Taxes 841.8                            789.5            -                 -                841.8             789.5            
  Other Taxes 500.5                            479.5            -                 -                500.5             479.5            
  Grants & Contributions Not Restricted 225.7                            139.2            -                 -                225.7             139.2            
  State & Federal Subsidies Not Restricted 1,056.8                         1,041.9         -                 -                1,056.8          1,041.9         
  Investment Revenue/(Expense) 6.8                                2.5                -                 -                6.8                 2.5                
Total Revenues 3,668.8 3,468.5 92.6 89.2 3,761.4 3,557.7

Expenses

Instruction 2,667.2 2,479.2 -                 -                2,667.2 2,479.2
Student Support Services 282.4                            255.5            -                 -                282.4             255.5            
Administrative Support & Other 145.2                            147.9            -                 -                145.2             147.9            
Interest on Long Term Debt 144.2                            146.8            -                 -                144.2             146.8            
Pupil Transportation 100.7                            91.4              -                 -                100.7             91.4              
Operation & Maintenance 213.0                            180.1            -                 -                213.0             180.1            
Early Childhood Education -                               0.2                -                 -                -                 0.2                
Food Service/Print Shop/Use of Facilities -                               -                88.4               85.7              88.4               85.7              

Total Expenses 3,552.7 3,301.1 88.4 85.7 3,641.1 3,386.8

Excess before Transfers 116.1 167.4 4.2 3.5 120.3 170.9

Transfers -                               (0.1)               -                 0.1                -                 -                
Increase in Net Position 116.1 167.3 4.2 3.6 120.3 170.9

Net (Deficit) - Beginning (4,393.8) (4,561.1) (21.6) (25.2) (4,415.4) (4,586.3)
Prior Period Adjustment - Payroll Liabilities 9.2                                -                -                 -                9.2                 -                
Prior Period Adjustment - Prepaid Expenses 3.2                                -                -                 -                3.2                 -                
Prior Period Adjustment - Capital Assets 0.3                                -                0.1                 -                0.4                 -                

Net (Deficit) - Ending (4,265.0)$                     (4,393.8)$      (17.3)$            (21.6)$           (4,282.3)$       (4,415.4)$      

Business-Type
Activities

Governmental
Activities Total

 
The ending Fiscal Year 2019 Net Deficit of a $4,282.3 million, represents a positive $133.1 million change 
from Fiscal Year 2018 Net Deficit of $4,415.4 million, as adjusted. The Fiscal Year 2019 Net Deficit is 
comprised of: 1) revenues of $3,761.4 million with $1,129.8 million of program revenues and $2,631.6 million 
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of general revenues, and 2) $3,641.0 million of expenses mostly comprised of instruction related costs. Table 3 
below provides the revenue sources in more detail and Table 4 below provides the expenses by major cost 
category. 
 
Major Sources of Revenues 
 
The School District’s overall revenues are derived primarily from three sources: (i) state grants and subsidies; 
(ii) local taxes and non-tax revenues; and (iii) federal grants and subsidies. 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.  The largest component of local revenue is the levy 
and collection of taxes such as real estate, business use and occupancy, sales tax, cigarette tax, non-business 
income, liquor by the drink, ridesharing and public utility realty.  A third source of revenue is both federal and 
state grants dedicated to providing specific programs and services.  
 

Revenue by Source and Type 
Fiscal Year Ended June 30, 2019 

(Dollars in Millions) 
Table 3 

 

Revenue Source
Taxes $ -        $ -        $ -        $ -        $ 1,342.3 $ 1,269.0 $ -        $ -        
Locally Generated NonTax 15.0      15.4      1.8        0.8        232.5    141.6    -        0.1        
State and Federal Grants and Subsidies 1,022.2 1,000.5 90.8      88.4      1,056.8 1,041.9 -        -        

Total Revenue $ 1,037.2 $ 1,015.9 $ 92.6      $ 89.2      $ 2,631.6 $ 2,452.5 $ -        $ 0.1        

Business-Type Activities

2019 2018

Governmental Activities

Program Revenues General Revenues

2019 2018 2019 2018 2019 2018

Governmental Activities Business-Type Activities

 
The following bar graph illustrates the School District’s major sources of revenues for all revenue sources for 
Fiscal Year 2019: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Management’s Discussion and Analysis   
 

  
 
 
 
 

-23- 

Cost of Services by Major Functional Expense Category  
 
Table 4 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 (surplus), offset by program revenues, of each general activity.  The 
major functional expense categories are titled:  Instruction, Student Support Services, Operation and 
Maintenance, Administrative Support and Other, Interest on Long Term Debt, Pupil Transportation, Food 
Service/Print Shop/Use of Facilities and Early Childhood Education.  
 

Cost of Services by 
Major Functional Expense Category 

Fiscal Year Ended June 30, 2019 
(Dollars in Millions) 

Table 4 

Gross Cost Net Cost Gross Cost Net Cost
Functional Expense of Services of Services of Services of Services
Instruction 2,667.2$             2,030.6$          2,479.2$       1,856.6$       
Student Support Services 282.4                  144.5               255.5            129.4            
Operation & Maintenance 213.0                  175.0               180.1            154.9            
Administrative Support & Other 145.2                  93.2                 147.9            83.6              
Interest on Long Term Debt 144.2                  58.3                 146.8            60.8              
Pupil Transportation 100.7                  13.9                 91.4              (0.1)               
Food Service / Print Shop / Use of Facilities 88.4                    (4.2)                  85.7              (3.5)               
Early Childhood Education -                     -                   0.2                -                

Total Expenses 3,641.1$             2,511.3$          3,386.8$       2,281.7$       

2019 2018

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

V. FUND HIGHLIGHTS 
 
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 Food Service Enterprise Fund.   
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General Fund 
 
The General Fund serves as the School District's main operating fund that records all financial activity except 
for those transactions that must be specifically accounted for under the other funds, such as the Debt Service 
Fund.  The General Fund had a positive ending fund balance of $107.2 million on June 30, 2019.  For Fiscal 
Year 2019, there was an excess of revenues over expenditures of $584.5 million, offset by $559.2 of other 
financing uses, decrease of $0.2 million change in inventory reserves, and prior period adjustment for payroll 
liabilities of $9.2 million. These together resulted in a $34.3 million favorable impact to the ending fund 
balance. 
 
Intermediate Unit Fund 
 
The Intermediate Unit Fund accounts for state appropriations for special education 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 2019, the Intermediate Unit Fund had a 
deficiency of revenues under expenditures of $274.5 million, other financing sources to cover the revenue 
shortfall of $275.7 million totaling a net increase of $1.3 million to fund balance resulting in an ending fund 
balance of $2.0 million at June 30, 2019. 
 
Categorical Funds 
 
Categorical Funds account for specific purpose federal, state, city or private grants and non public school 
programs to cover the costs of dedicated programs and special initiatives. Categorical Funds had a $5.9 million 
positive net change in fund balance, which resulted in a negative $3.8 million fund balance at June 30, 2019.  
There were $3.8 million still outstanding from grantors and recorded as unavailable revenue for FY19 
compared to $9.7 million from FY18.  
 
Debt Service Fund 
 
The Debt Service Fund accounts for the School District's accumulation of resources for the payment of debt 
service and bond issuance costs. During Fiscal Year 2019, the Debt Service Fund reflects a $3.9 million net 
increase in fund balance to $195.0 million as of June 30, 2019.  Primarily the causes of the net increase related 
to: 1) $12.7 million increase for debt service principal requirements: 2) $4.1 million decrease for interest 
payments, and 3) a net decrease of $4.7 million set aside for mandatory sinking fund payments. 
 
Capital Projects Fund 
 
The Capital Projects Fund accounts 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 2019, the Capital Projects Fund decreased 
by $185.6 million to a fund balance of $140.9 million.  Revenues were $10.0 million and transfers-in were 
$0.1 million.  New building construction totaled $17.9 million, capital alterations and improvements 
environmental management totaled $100.2 million, major renovations, and equipment acquisitions totaled 
$77.6 million.  
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Enterprise Funds 
 
The Enterprise Funds account for the operations of the Food Service Division (Major Fund), the Print Shop 
(Non-Major Fund) and the Use of Facilities (Non-Major Fund). The Enterprise Funds had a total net deficit 
balance of $17.3 million at the end of Fiscal Year 2019 with a negative $15.9 million for the Food Service 
Fund, negative $1.5 million for the Print Shop and a positive $0.1 million for Use of Facilities. This reflects a 
$4.3 million increase in net position from the previous fiscal year, almost all related to the Food Service Fund 
$4.1 million net profit. The additional change of $0.1 million is attributable to a new External Use of Facilities 
Fund, which segregates from the General Fund the related revenues and costs for use of our buildings by third 
parties.  
  
The financial performance and position of each of the previously discussed major and non-major 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 Funds, and are summarized in Table 5 and Table 6 that immediately follows:  
 

Excess (Deficiency) of Revenues, Other Financing Sources/Uses, and Over (Under) Expenditures for 
Major and Non-Major Funds 

Fiscal Year Ended June 30, 2019 
(Dollars in Millions) 

Table 5 
 

Fiscal Year Fiscal Year
Fund 2019 2018

General 25.3$            53.6$            
Intermediate Unit 1.3                (0.9)               
Categorical 5.9                (2.7)               
Debt Service 3.9                10.0              
Capital Projects (185.6)           150.6            
Food Service 4.1                3.6                
Non-Major Enterprise 0.1                -                
Non-Major Governmental 0.1                0.1                

Total Change in Fund Balance/Net Position (144.9)$         214.3$          
 

 
 
 

Total Fund Balances for Major and Non-Major Funds 
As of June 30, 2019 
(Dollars in Millions) 

Table 6 
 
Fiscal Year Fiscal Year

Fund 2019 2018

General 107.2$           72.9$             

Intermediate Unit 2.0                 0.7                 

Categorical (3.8)               (9.7)               

Debt Service 195.0             191.1             

Capital Projects 140.9             326.5             

Food Service (15.9)             (20.1)             

Non-Major Enterprise (1.4)               (1.5)               

Non-Major Governmental 6.5                 6.4                 

Total Fund Balance/Net Position 430.5$           566.3$            
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Internal Service Funds 
 
In addition, the District has two Internal Service Funds which accounts for the Healthcare Self Insurance Fund 
and the Internal Use of Facilities Fund. The Healthcare Self Insurance Fund was established for self-insurance 
medical, vision and prescription service costs (excluding Health & Welfare payments to unions) to allow better 
visibility and analyses by type of medical coverage due to these costs being a major cost factor of the District's 
expenses. A new Internal Use of Facilities Fund was established this fiscal year as part of the Internal Service 
Funds which segregates from the General Fund the related revenues and costs for use of our buildings after 
business hours for internal users.  At June 30, 2019, the  Internal Service Funds had a total net position balance 
of $34.4 million, almost all of which is for the Healthcare Self Insurance Fund, which includes $9.5 million of 
restricted self-insurance funds for claim expenditures to fund incurred claim expenditures that have not been 
billed to the District. 

VI. BUDGETING HIGHLIGHTS 

 
The Operating Budget consists of the General Fund, the Debt Service Fund and the Intermediate Unit Fund.  
The Fiscal Year 2019 ending Operating Fund Balance is $304.2 million.  Of the total $304.2 million fund 
balance for the Operating Fund at June 30, 2019, $25.1 million encumbrances for existing purchase 
commitments or inventory, and $56.5 million is restricted for future QZAB and QSCB debt service principal 
payments, leaving a fund balance of positive $222.6 million.  The following are the classifications of the 
Operating Fund balances: 1) General Fund, $84.1 million unassigned, $22.7 million of encumbrances assigned 
and, $0.4 million of non-spendable fund balance for inventories, 2) Intermediate Unit Fund, a positive $2.0 
million of committed fund balance for encumbrances, and 3) Debt Service Fund, a positive $194.6 million is 
considered restricted and $.4 million assigned for future debt service payments and defeasance.   
 
On May 24, 2018, the SRC adopted the Fiscal Year 2019 Operating Budget of $3,188.3 million in revenues 
and other sources and $3,129.5 million in obligations and other uses. On May 30, 2019, the Board of 
Education amended the Fiscal Year 2019 Operating Budget of $3,175.5 million in revenues and other 
financing sources and obligations and other financing uses of $3,147.0 million. Both the adopted and amended 
Fiscal Year 2019 Operating Budget resolutions/action items reflect other financing sources and uses net of 
transfers between the General Fund, Intermediate Unit and Debt Service Fund.  
 
General Fund Budget (Included in legally adopted Operating Budget) 
 
For Fiscal Year 2019, the final budgeted General Fund revenue and Other Financing Sources was $17.7 
million lower than the original Fiscal Year 2019 budget adopted in May 2018. This resulted primarily from a 
$36.0 million reduction in Real Estate taxes offset by a $17.8 million increase in Use & Occupancy and School 
Income tax revenues, and a $0.5 million increase in all other revenues. 
 
The anticipated obligations in the final General Fund budget represented a decrease of $4.0 million from the 
original adopted budget. This decrease resulted from the following changes in budgets: increase of $19.0 
million in payments to charter schools and $4.6 million in facilities and utilities non personnel costs, offset by 
decreases of $17.5 million due to the elimination of the reserve for federal cuts, $8.5 million in benefits, and 
$1.6 million in all other areas. 
 
The anticipated Other Financing Uses in the final General Fund budget were $7.3 million favorable over the 
original adopted budget. This is due primarily to a $9.8 million reduction in the Debt service fund uses offset 
by a $2.3 million increase in the Special Education Uses and $0.2 million increase in other fund transfers. 
  
The actual ending General Fund balance at June 30, 2019 of a positive $107.2 million was $35.3 million 
favorable compared to the final budget ending balance of a $71.9 million. Actual General Fund revenues of 
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$3,029.5 million are $12.8 million higher than those estimated in the final General Fund budget of $3,016.7 
million.  Actual General Fund obligations totaling $2,434.8 million were $3.9 million higher than estimated in 
the final budget of $2,430.9 million.  Other financing sources and uses of $559.3 million were $1.8 million 
unfavorable compared to the final budget.   In addition, $23.2 million of fund balance is not available for 
appropriation (a beginning fund balance variance of $33.4 million is due to encumbrances and other reserve 
carryforward from Fiscal Year 2018 offset by a $10.2 million change in encumbrance and inventory reserves 
during the current year). Furthermore, there was a favorable final budget to actual variance of $5.0 million due 
to a prior period adjustment related to a reconciliation of the District’s payroll liabilities. 
 
Table 7 presents a summary comparison of the General Fund’s original and final operating budgets with actual 
performance. More details can be seen in the General Fund Budgetary Comparison Schedule of the Required 
Supplementary Information section: 
 

General Fund Budget Comparison 
Fiscal Year Ended June 30, 2019 

(Dollars in Millions) 
Table 7 

 
Variance vs

Original Final Actual Final Budget

Total Revenues 3,034.4$       3,016.7$       3,029.5$       12.8$                 

Total Obligations 2,435.0         2,430.9         2,434.8         (3.9)                   

Total Other Financing Sources/(Uses) (565.0)           (557.5)           (559.3)           (1.8)                   

Net Change in Fund Balance 34.4              28.3              35.4              7.1                     

Fund Balance Beginning of Year 25.2              39.5              72.9              33.4                   

Prior Period Adjustment -                4.2                9.2                5.0                     

Change in Reserves -                -                (10.3)             (10.3)                 

Fund Balance End of Year 59.6$            72.0$            107.2$          35.2$                 

Budget

 
 
 

During Fiscal Year 2019, the School District incurred a number of variances compared to the final General 
Fund budget including, but not limited to the following: 

 
 Revenues had a $12.8 million favorable variance due to a $7.4 million favorable variance in Local Tax 

revenues, a $2.5 million favorable variance in Local Non-Tax revenues, and $2.9 million favorable 
variance in State and Federal revenues. 

 
 Obligations were $3.9 million more than budgeted primarily due to increases in charter payments of $18.0 

million and an additional $1.7 million of other various obligations offset by favorable savings in employee 
benefit expenses of $7.1 million, cancelation of prior year encumbrances of $3.4 million, and payments to 
other educational entities of $5.3 million. 

 
 Other Financing uses were $1.8 million unfavorable from the final budget. This is due to increases of $2.1 

million of transfers to the Debt Service Fund and $0.1 million of proceeds from the sale of capital assets 
offset by a decrease of $0.4 million of transfers to all other funds. 
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   VII. CAPITAL ASSETS AND DEBT ADMINISTRATION 

 
Capital Assets 
 
As of the end of Fiscal Year 2019, the School District had $3,712.4 million invested in capital assets. Over the 
years, these assets have depreciated by $1,910.8 million leaving a carrying value of $1,801.6 million. This 
represents a decrease of $88.8 million over the Fiscal Year 2018 ending balance. Table 8 represents Net 
Capital Assets. Refer to Footnote 4D for additional information. 
 

Net Capital Assets  
As of June 30, 2019 
(Dollars in Millions)  

Table 8 
 

Capital Asset Category 2019 2018 2019 2018

Land 129.2$        127.8$        -$           -$           

Buildings, Improvements & Intangible Assets 1,466.7       1,451.0       -             -             

Personal Property 49.3            50.2            3.3              2.8              

Construction In Progress 153.1          81.0            -             -             

Total Net Book Value 1,798.3$     1,710.0$     3.3$            2.8$            

Governmental Business-Type
Activities Activities

 
 
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 a debt of the City. The School District issues 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. 
 
Almost all outstanding bonds issued prior to 2010 (except for its Qualified Zone Academy Bonds and 
Qualified School Construction Bonds) were insured and carried mid-grade credit ratings from Standard & 
Poor’s Rating Services (S&P), Moody’s Investors Service (Moody's) and Fitch IBCA (Fitch).  The School 
District when issuing bonds, thereafter, has relied on the enhanced security that the State Intercept Program 
provides.   
 
Pennsylvania lawmakers strengthened the Pennsylvania school district intercept program by passing 
Pennsylvania’s Act 85 of 2016, which the Governor signed into law on July 13, 2016. The law allows the 
Pennsylvania Department of Education, if needed in the event of a state budget impasse, to request available 
Pennsylvania General Fund money to make debt service payments.  
 
It is important to understand that while the new provisions strengthen the PA intercept mechanism, they do not 
guarantee debt service payments will be paid. There are limitations. They are as follows: 
 

 Payments cannot exceed 50% of a school district’s annual general fund subsidy.  
 Funds are limited to available cash balances at the time of the intercept. 
 The Commonwealth is restricted from issuing tax anticipation notes or entering into a  loan 

agreement with the PA Treasury for liquidity to provide intercept payments. 
 A 10-day period giving the chair and minority chair of the appropriations committee of the 

PA House time to “review and comment” on the request is required. 
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In December 2018, Moody upgraded the School District’s Bond rating to Baa3 and set the outlook to stable. 
This improved rating has positively influenced the District’s borrowing rates and future financing needs. 
 
Table 9, below, shows a summary of all long-term obligations outstanding: 
 

Long-Term Obligations Outstanding 
As of June 30, 2019 
(Dollars in Millions) 

Table 9 
 

2019 2018 2019 2018
Total Bonded Debt 3,182.4$      3,350.7$      -$             -$                 
Employee Related Obligations 4,018.3        3,883.2        59.7             57.6                 
Due to Other Governments 45.3             45.3             -               -                   
Other 106.9           107.0           -               -                   

Total Long-Term Obligations Outstanding 7,352.9$      7,386.2$      59.7$           57.6$               

Governmental Business-Type
Activities Activities

 
 

The Total Long-term Obligations Outstanding decreased by $31.2 million. This includes a decrease in bonded 
debt of $168.3 million and an increase in employee obligations of $137.1 million. Refer to Footnote 4E (2) for 
additional information. 

VIII. FUTURE CHALLENGES FOR THE SCHOOL DISTRICT  

 
Current Financial Situation  
 
The School District ended Fiscal Year 2019 with a positive operating fund balance of $304.2 million, which 
reflects expendable and nonexpendable categories and amounts that are restricted, committed, assigned or 
unassigned. The $304.2 million includes $25.1 million of encumbrances and inventories for the General Fund 
and Intermediate Unit Fund, and $56.5 million in funds assigned to future long-term Debt Service payments. 
The ending budgetary operating fund balance is a positive $222.6 million after accounting for those items.   
 
The adoption of the GASB’s Postemployment Benefits Other Than Pensions (OPEB) reporting requirements 
last year and the adoption of GASB’s pension reporting requirements three years ago has had and will continue 
to have a profound effect on the financial statements and net position of school districts in Pennsylvania and 
across the nation.  
 
As described in Footnote 1D (13), the District contributes for Healthcare benefits (OPEB) to the Pennsylvania 
Public School Employees' Retirement System (PSERS), a defined benefit pension plan that provides retirement 
benefits to public school employees of the Commonwealth of Pennsylvania. Under this approach, the District 
reports its proportionate share of the net OPEB liability on the statement of net position of the government-
wide and proprietary fund financial statements. In addition, the District reports its total OPEB Life Insurance 
Benefit liability under the net position for governmental activities on the government-wide statements. Total 
OPEB Life Insurance Benefit liability are fully liquidated by the General Fund. 
 
At June 30, 2019, the GASB’s OPEB reporting requirements had a cumulative net effect of $157.5 million. Of 
the $157.5 million cumulative net effect at June 30, 2019, $155.3 million and $2.2 million affected the 
Governmental activities section and Business-activities section, respectively. For the $155.3 million, under the 
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Governmental section, this included $174.1 million net OPEB liability, $26.1 million in deferred OPEB 
outflows, and $7.3 million in deferred OPEB inflows. For the cumulative net effect of $2.2 million under the 
Business-activities section, this included $2.5 million net OPEB Healthcare liability, $0.4 million in deferred 
OPEB outflows, and $0.1 million in deferred OPEB inflows. OPEB pension inflows of the Food Service Fund 
and Print Shop Fund Enterprise Funds statements, respectively. The $2.2 million under the Business-type 
section is reported in the Enterprise Funds statement. Reporting on the Governmental Fund statement is not 
affected  
  
The adoption of the GASB’s pension reporting requirements continues to have a significant effect on the 
financial statements and net position in the current fiscal year.  The District contributes to the Pennsylvania 
Public School Employees' Retirement System (PSERS), a defined benefit pension plan that provides retirement 
benefits to public school employees of the Commonwealth of Pennsylvania. Under this approach, the District 
reports its proportionate share of the net pension liability on the Statement of Net Position of the Government-
wide and Proprietary Fund financial statements. 
 
In Fiscal Year 2019, the GASB’s pension reporting requirements resulted in a cumulative net effect of 
$3,122.5 million. Of the $3,122.5 million cumulative net effect, $3,076.0 million and $46.5 million affected 
the Governmental activities section and Business-activities section, respectively. For the cumulative net effect 
of $3,076.0 million under the Governmental section, this included $3,643.7 million net pension liability, 
$700.0 million in deferred pension outflows, and $132.3 million in deferred pension inflows. For the 
cumulative net effect of $46.5 million under the Business-activities section, this included $55.2 million net 
pension liability, $10.6 million in deferred pension outflows, and $2.0 million in deferred pension inflows. The 
cumulative net effect of $46.6 million affected deferred pension outflows, net pension liability, deferred 
pension inflows of the food service fund and print shop fund enterprise funds statements, respectively. 
Reporting on the Governmental Fund statement is not affected. 
 
As of the end of the first quarter of Fiscal Year 2020, the School District projected a positive $214.4 million 
fiscal year ending June 30, 2019 budgetary operating fund balance. The projected Fiscal Year 2019 operating 
fund budget was achieved primarily through a projected beginning fund balance at the time of $169.5 million, 
a projected operating surplus of $36.1 million, projected changes in reserves of $4.6 million, and an adjustment 
of prior year balance of $4.2 million. 
 
As of the end of the first quarter of Fiscal Year 2020, the School District projected a $158.4 million ending 
fund balance for Fiscal Year 2020. 
 
Major Factors Driving Costs 
 
A major cost driver that has affected the School District's spending was Federal regulations requiring school 
choice options. As part of school choice options, the School District, in 2019, supported 108 Charter Schools 
including brick and mortar and cyber 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 with approximately 40% or $968.4 million of the General Fund 
obligation budget going to charters in Fiscal Year 2019. Four years ago a Pennsylvania Supreme Court 
Decision stated that the School Reform Commission (now the Board of Education) was not able to suspend 
certain provisions of the Pennsylvania School Code to include caps on enrollment numbers of charter schools 
unless contractually agreed to by both parties. Although this has not had a significant financial impact; future 
impacts of this decision cannot be determined. In March of 2018, the Pennsylvania Department of Education 
rescinded the charter payment guidelines, clarifying the calculations utilized to calculate the annual charter rate 
in accordance with the Charter law.   
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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.  Fiscal Year 2019 expenditures from all funds 
were $979.6 million representing a $117.9 million increase over the prior fiscal year. Fiscal Year 2019 was the 
eighth 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 budget has increased due to increases in Charter School costs driven by increased 
enrollments and per pupil costs and decreases in State Reimbursement. 
 
Federal regulations also mandate that all teachers of core academic subjects must be considered  
"Appropriately State Certified".  To meet  this standard,  all  teachers  must  be fully 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 2018, 95.2% of the teachers in the 
School District were considered highly qualified, and 98.2% considered fully certified. Due to recruitment and 
retention strategies, on-going professional development, and staffing process improvements, the internally 
calculated percentage of  highly qualified teachers  was 90.4% in Fiscal Year 2019 and the percentage of 
highly certified teachers of core academic subjects 94.8%. 
 
The District has experienced a rising cost of personnel benefits, which is a major cost driver. Retirement 
benefits are State mandated expenditures of $351.5 million (net expenditures of $110.7 million with State 
reimbursement portion) in Fiscal Year 2019 and the required employer contribution rates have been growing 
drastically over the past five  fiscal years  (from 21.4% in Fiscal Year 2015 to 33.4% in 2019, an increase of 
56.1%), causing a further drain on District resources. Although the District's medical, dental and vision costs 
have slowed in recent years, they represent a large share of the personnel costs. Self-Insurance related 
Healthcare costs in Fiscal Year 2019 were about $180.7 million (excluding Health & Welfare payments to 
Unions and dental). The District spent $300.3 million on debt service in Fiscal Year 2019. To manage these 
debt service costs, the District has been effectively managing debt issuances and refinancing bonds. This along 
with the positive financial outlook and recent investment grade bond rating has served to reduce these costs 
further. 
 
School Safety 
 
The District has had a strong focus on safety programs in its schools and has invested resources to ensure a 
safe and productive learning environment for all students. Federal regulations require that all states establish 
and implement standards for identifying "Persistently Dangerous Schools (PDS)." The number of all District 
serious incidents continue to decrease year over year. There has been significant focus and much improvement 
to school safety over the past several years. Much of this improvement has been due to an emphasis on de-
escalation training and a continued, strong collaboration between the Office of School Safety and the 
Philadelphia Police Department. The Office of School Safety also maintains a targeted, focused intervention 
for identified high incident schools. In addition, the School District has invested in security hardware upgrades 
and new installations to increase the number of security hardware and equipment in the schools. The School 
District continues to emphasize reporting all incidents while focusing on improving the quality of school based 
de-escalation, mediation and arrest diversion programs. 
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Capital Improvement Program 
 
The School District of Philadelphia (SOP) faces many diverse challenges as it continues to pursue educational 
excellence for students throughout the city; one such difficulty is addressing the extensive physical needs of 
the school facilities. The District's Capital Improvement Program (CIP) is a set of projects that construct, 
replace and/or modernize District facilities to offset the effects of age and use that has occurred in the school 
buildings and to improve the educational environment for our students. The current CIP 
covers $1,725.0 million from Fiscal Years’ 2020 to 2025 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 Capital Budget for Fiscal Year 2020 is $319.5 
million, and  as of May 2019, will partially fund 108 active construction contracts and primarily fund 53 
projects currently in the design phase and 113 projects in the planning phase. The CIP includes new 
construction, major renovations, classroom modernization, environmental services, technology projects, bus 
transportation, and life-cycle replacements comprised of HVAC, structural, roofs, windows and doors, 
electrical systems, site improvements, security equipment and the ongoing facility condition assessment. 

IX. 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 Uri Z. 
Monson, Chief Financial Officer or Marcy F. Blender, CPA, Comptroller, at 440 North Broad Street, 
Philadelphia, PA 19130. 
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SCHOOL DISTRICT OF PHILADELPHIA 
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION 

JUNE 30, 2019 
 

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 $ 3,029,475 $ 137,316  
 

 Revenue - GAAP Basis $ 3,029,475 $ 137,316  
 

Obligations – Basis of Budgeting $     2,434,809  $ 413,167 
 Current Year Encumbrances  (20,028)  (1,977)  
 Prior Year Encumbrance Payments  20,235  619  

 Prior Year Encumbrance 
                             Cancellations and Other Adjustments    9,930             -  
 Expenditures - GAAP Basis $    2,444,945 $ 411,809  
 
 Other Financing Sources (Uses) - 

Basis of Budgeting $ (559,333) $ 275,851  
       Prior Year Encumbrance Cancellations              103                 (103)  
 Other Financing Sources 

(Uses) - GAAP Basis $ (559,230) $      275,748   
 
 
3. OBLIGATIONS IN EXCESS OF APPROPRIATIONS 
 
 

The following budgetary units had significant obligations in excess of appropriations for Fiscal 2019: 
 
A. General Fund 

 
(1). Pupil Transportation $ 682,681 

 
(2). Payments to Charter Schools $ 18,026,924 
 
(3). Allocated Costs $ 21,411,038 
 

 
B. Intermediate Unit Fund 

 
(1). Instruction $ 618,670 
 

 
Variances considered by management to be significant are explained below: 

 
General Fund 

 
The negative variance of $682,681 in Pupil Transportation can be explained primarily by a lower than budgeted transportation 
allocated cost credit, partially offset by lower than budgeted transportation costs. 
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The negative variance of $18,026,924 in Payments to Charter Schools can be explained primarily by charter rates being revised 
upwards after the budget was amended and increased costs related to cyber and non-Philadelphia charter school year-end 
reconciliation payments.   
 
The negative variance of $21,411,038 in Allocated Costs results from the distribution of actual expenditures across agencies in the 
Administrative Support and Operation & 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 
originally expensed to the General Fund. 
 
 
Intermediate Unit Fund 
 
The negative variance of Instruction of $618,670 results from greater than budgeted educational professional and technical costs.  

 
4.             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 initially 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. 
  
In the General Fund, allocated costs 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 $24,249,484 and 
$21,411,038, 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 

 
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 Funds 
 

 
Governmental - 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, 2019 there were thirty-five 
individual Special Revenue Trust Funds administered by the School District. 
 
 

Governmental - 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, 2019 there were eighty-seven Permanent Funds 
administered by the School District. 
 
 

Proprietary – Internal Service Funds 
 
The District has two Internal Service Funds which account for the Healthcare 
Self Insurance Fund and the Internal Use of Facilities Fund. The Healthcare Self 
Insurance Fund is used to account for self-insurance medical, vision and 
prescription service costs (excluding Health & Welfare payments to unions) to 
allow better visibility and analyses by type of medical coverage due to these costs 
being a major cost factor of the District's expenses.  The Internal Use of Facilities 
Fund segregates from the General Fund the related revenues and costs for use of 
District buildings after business hours for internal users.   
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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: 
 
 General Fund - The principal operating fund of the School District; accounts 

for all financial resources except those required to be in another fund. 
 
 Intermediate Unit Fund – used to account for State appropriations for special 

education. 
 
 Debt Service Fund - used to account for the accumulation of resources for the 

payment of debt service and bond issuance costs. 
 
 Capital Projects Fund - used to account for financial resources used for capital 

asset acquisition, construction, and improvement. 
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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: 
 
 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, 2019 there were twelve 
Private Purpose Trust Funds administered by the School District. 

 
 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, 2019 there were three Agency Funds administered by the School 
District: Payroll Liabilities, Student Activities, and Unclaimed Monies. 
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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 School District’s overall financial health. 
 
 
 
Contents Page   
 
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.    131 

 
Revenue Capacity 

 
These schedules contain information to help the reader assess the School District’s 
most significant local revenue source, property taxes.      138 

 
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.          143 

 
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.          148 

 
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.      150 

 
 
 
 
 
Sources: Unless otherwise noted, the information in these schedules is derived from the Comprehensive Annual 
Financial Reports for the relevant year. 



















































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 policy of non-discrimination extends to all other legally 
protected classifications. Publication of this policy 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 
Stephen Zook, Equal Opportunity Compliance Officer. Procurement Department, 440 N. 
Broad Street, Philadelphia, PA 19130, (215) 400-4380. 






	CAFR front and back pages
	StudentArt19
	Table of Contents_I to III
	This Page Intentionally Left Blank IV
	Transmittal Letter CAFR 2019_1 to 7
	Transmittal signed page 7



