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IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT TRANSACTIONS
THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 2015 BONDS AT A LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.

THE ORDER AND PLACEMENT OF MATERIALS IN THIS OFFICIAL STATEMENT, INCLUDING THE APPENDICES, ARE
NOT TO BE DEEMED TO BE A DETERMINATION OF RELEVANCE, MATERIALITY OR IMPORTANCE, AND THIS
OFFICIAL STATEMENT, INCLUDING THE APPENDICES, MUST BE CONSIDERED IN ITS ENTIRETY. THE OFFERING
OF THE 2015 BONDS IS MADE ONLY BY MEANS OF THIS ENTIRE OFFICIAL STATEMENT.

No dealer, broker, salesman or other person has been authorized by the Authority, the School District or the Underwriters to give any
information or to make any representations other than those contained in this Official Statement, and if given or made, such other
information or representations must not be relied upon as having been authorized by any of the foregoing. This Official Statement
does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the 2015 Bonds by any person in
any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The information set forth herein has
been obtained from the Authority, the School District and other sources which are believed to be reliable, but, as to information from
other sources, is not guaranteed as to accuracy or completeness by the Authority, the School District or the Underwriters. The
information and expressions of opinion herein are subject to change without notice and neither the delivery of this Official Statement
nor any sale made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of the
School District or with respect to other matters set forth herein since the date hereof or the date as of which particular information is
given, if earlier.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The Underwriters have reviewed the
information in this Official Statement in accordance with and as part of their responsibilities to investors under the federal securities
laws as applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness
of such information.

The Authority has not assisted in the preparation of this Official Statement, except for the statements with respect to the Authority
under the sections captioned “INTRODUCTION- The Authority,” “THE AUTHORITY” and “ABSENCE OF LITIGATION
AFFECTING THE 2015 BONDS” herein and, except for those sections, the Authority is not responsible for any statements made in
this Official Statement. Except for the authorization, execution and delivery of documents required to effect the issuance of the 2015
Bonds, the Authority has not otherwise assisted in the public offer, sale or distribution of the 2015 Bonds. Accordingly, except as
aforesaid, the Authority assumes no responsibility for the disclosures set forth in this Official Statement.

The School District assumes no responsibility for any of the statements contained under the heading “UNDERWRITING” in the
Official Statement, other than the statements contained in the first, third and fourth paragraphs under such heading.

Assure Guaranty Municipal Corp. (“AGM”) makes no representation regarding the 2015 Bonds or the advisability of investing in the
2015 Bonds. In addition, AGM has not independently verified, makes no representation regarding, and does not accept any
responsibility for the accuracy or completeness of this Official Statement or any information or disclosure contained herein, or omitted
herefrom, other than with respect to the accuracy of the information regarding AGM supplied by AGM and presented under the
heading “BOND INSURANCE” and “Appendix G — Specimen Municipal Bond Insurance Policy”.

This Official Statement, including the appendices hereto, speaks only as of the date printed on the cover page hereof, or as
otherwise indicated herein. The information contained herein is subject to change. The Underwriters have agreed to deliver
this Official Statement to the Municipal Securities Rulemaking Board so that it will be made available through the Electronic
Municipal Market Access System (“EMMA”), which is the sole Nationally Recognized Municipal Securities Information
Repository.

If and when included in this Official Statement, including the appendices hereto, the words “expects,” “forecasts,” “projects,”
“intends,” “anticipates,” “estimates,” “assumes” and analogous expressions are intended to identify forward-looking
statements and any such statements inherently are subject to a variety of risks and uncertainties that could cause actual
results to differ materially from those that have been projected. Such risks and uncertainties which could affect the revenues
and obligations of the School District include, among others, changes in economic conditions, mandates from other
governments and various other events, conditions and circumstances, many of which are beyond the control of the School
District. Such forward-looking statements speak only as of the date of this Official Statement. The School District disclaims
any obligation or undertaking to release publicly any updates or revisions to any forward-looking statement contained herein
to reflect any changes in the School District’s expectations with regard thereto or any change in events, conditions or
circumstances on which any such statement is based.

L LN T3 7

The 2015 Bonds are not and will not be registered under the Securities Act of 1933, as amended, and the Indenture has not been
qualified under the Trust Indenture Act of 1939, as amended, or under any state securities laws, in reliance upon exemptions contained
therein. Neither the Securities and Exchange Commission nor any federal, state, municipal or other governmental agency will pass
upon the accuracy, completeness or adequacy of this Official Statement. In making an investment decision, investors must rely on
their own examination of the 2015 Bonds and the terms of the offering, including the merits and risks involved.
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Official Statement

$80,000,000
STATE PUBLIC SCHOOL BUILDING AUTHORITY
(Commonwealth of Pennsylvania)
SCHOOL LEASE REVENUE REFUNDING BONDS
(The School District of Philadelphia Project)
Series 2015A

INTRODUCTION
General

This Official Statement, which includes the cover page hereof and the Appendices hereto, provides certain
information relating to the State Public School Building Authority (the “Authority”), The School District of
Philadelphia (the “School District”) and the Authority’s $80,000,000 aggregate principal amount School Lease
Revenue Refunding Bonds (The School District of Philadelphia Project) Series 2015A (the “2015 Bonds”). The
2015 Bonds are being issued pursuant to the State Public School Building Authority Act, P.L. 1217 approved by the
General Assembly of the Commonwealth of Pennsylvania on July 5, 1947, as supplemented and amended (the
“Act”), and as Additional Bonds pursuant to a Trust Indenture, dated as of September 1, 2003 (the “Original
Indenture”), as amended and supplemented by a First Supplemental Trust Indenture, dated as of December 1, 2006
(the “First Supplemental Indenture”) and a Second Supplemental Trust Indenture, dated as of November 1, 2012
(the “Second Supplemental Indenture”), and as further amended and supplemented by a Third Supplemental Trust
Indenture (the “Third Supplemental Indenture”) dated as of April 1, 2015 (the Original Indenture, as so amended
and supplemented, the “Indenture”), between the Authority and The Bank of New York Mellon Trust Company,
N.A., as successor trustee to J.P. Morgan Trust Company, N.A., as trustee (the “Trustee”) to refund the Refunded
2006A Bonds as described herein under the caption “Plan of Finance.” The Authority has heretofore issued under
the Indenture its $588,140,000 School Lease Revenue Bonds (The School District of Philadelphia Project) Series
2003 (the “2003 Bonds™), of which $43,505,000 aggregate principal amount remains Outstanding, its $862,695,000
School Lease Revenue Bonds (The School District of Philadelphia Project) Series 2006 consisting of $317,125,000
Series 2006A (the “2006A Bonds™) of which $273,155,000 aggregate principal amount remains Outstanding and
$545,570,000 Series 2006B (the “2006B Bonds,” together with the 2006A Bonds, the “2006 Bonds”), of which
$545,535,000 aggregate principal amount remains Outstanding, and its $264,995,000 School Lease Revenue Bonds
(The School District of Philadelphia Project) Series 2012 (the “2012 Bonds”), of which $260,485,000 aggregate
principal amount remains Outstanding.

Unless otherwise defined herein, capitalized terms used throughout this Official Statement shall have the
meanings ascribed thereto in the Indenture.

Certain information about the School District is attached hereto as Appendix A. Audited Financial
Statements of the School District for Fiscal Year ended June 30, 2014 are attached hereto as Appendix B.
Socioeconomic Information about The City of Philadelphia (the “City”) is attached hereto as Appendix C. The
Summary of Certain Provisions of the Indenture, the Lease and the Sublease is attached hereto as Appendix D. The
form of the Continuing Disclosure Agreement is attached hereto as Appendix E and the form of opinion of Bond
Counsel is attached hereto as Appendix F. Appendix G contains a specimen of the municipal bond insurance policy
to be issued by Assured Guaranty Municipal Corp. with respect to the Insured Bonds (as defined herein). Certain
additional information relating to the School District’s operations and financial affairs is available on the School
District’s website (www.philasd.org), but none of such existing or additional information is incorporated herein. See
“CONTINUING DISCLOSURE AND ADDITIONAL INFORMATION — Other Information” herein.

This introduction is a brief description of certain matters described in this Official Statement and is
qualified by reference to the entire Official Statement, including the appendices hereto. Prospective purchasers of
any of the 2015 Bonds should read this Official Statement, including the cover page, inside front cover page, table
of contents, tables and appendices, in its entirety.



Background

At the request of the School District, the Authority undertook the financing of a project in 2003 (the “2003
Project”) for the use and benefit of the School District which consisted of: (i) the planning, design, construction,
furnishing and equipping of certain facilities of the School District and certain other improvements, (ii) the payment
of interest during construction, and (iii) the payment of the costs and expenses of issuing and insuring the 2003
Bonds. In order to provide funds for the 2003 Project, the Authority issued the 2003 Bonds pursuant to the Original
Indenture.

Pursuant to a Lease Agreement, dated as of September 1, 2003 (the “Original Lease™), between the School
District, as lessor and the Authority, as lessee, the School District leased to the Authority certain of its land and
facilities (the “Original 2003 Leased Premises™) for a rental equal to the proceeds of the 2003 Bonds. Pursuant to a
Sublease Agreement, dated as of September 1, 2003 (the “Original Sublease™), between the Authority, as sublessor,
and the School District, as sublessee, the Authority leased to the School District the Original 2003 Leased Premises
for the Base Rental Payments (as such term is defined in the Original Indenture) and certain other payments to be
made by the School District to the Authority in the amounts and at the times set forth therein, which amounts would
be sufficient for the payment by the Authority of, among other things, the principal of, redemption price, if any, and
interest on the 2003 Bonds.

At the request of the School District, the Authority undertook the financing of a project in 2006 (the “2006
Project”) for the use and benefit of the School District which consisted of: (i) financing with the proceeds of the
2006A Bonds: (A) the planning, design, construction, furnishing and equipping of certain facilities of the School
District and certain other improvements, (B) the payment of interest accruing on the 2006A Bonds due on June 1,
2007, (C) the reimbursement for the payment of a portion of the interest accruing on the 2006B Bonds due on June
1, 2007, and (D) the reimbursement for the payment of a portion of the interest accruing on the Remaining 2003
Bonds (as hereiafter defined) due on June 1, 2007 (the “2006 Capital Project”); (ii) financing, with the proceeds of
the 2006B Bonds, a refunding program to refund in advance certain of its Outstanding 2003 Bonds (the “Refunded
2003 Bonds”) (the “2006 Refunding Project”); and (iii) paying the costs of issuing and insuring the 2006A Bonds
and the 2006B Bonds from the respective proceeds of each series of 2006 Bonds.

In connection with the 2006 Refunding Project, the Authority released its leasehold interests in certain of
the land and improvements constituting the Original 2003 Leased Premises and the School District released its
subleased interests in the same land and improvements constituting a portion of the Original 2003 Leased Premises
(the portion of the Original 2003 Leased Premises remaining after such release being referred to as the “Updated
2003 Leased Premises™). Further, as a result of the 2006 Refunding Project, there was a reduction in the aggregate
principal amount of the 2003 Bonds which remained Outstanding (the “Remaining 2003 Bonds™) and the Base
Rental Payments with respect to the Updated 2003 Leased Premises was reduced (as reduced the “2003 Base Rental
Payments”).

In order to provide the funds for the 2006 Project, the Authority issued the 2006 Bonds pursuant to the First
Supplemental Trust Indenture, and the Original Indenture. Pursuant to a First Supplemental Lease Agreement, dated
as of December 1, 2006 (the “First Supplemental Lease”), between the School District, as lessor and the Authority,
as lessee, as such First Supplemental Lease amended and supplemented the Original Lease, the School District
leased to the Authority certain of its land and facilities (the “2006A Leased Premises™) for rental payments equal to
the proceeds of the 2006A Bonds and certain of its other land and facilities (the “2006B Leased Premises” and,
together with the 2006A Leased Premises, the “2006 Leased Premises”) for rental payments equal to the proceeds of
the 2006B Bonds.

Pursuant to a First Supplemental Sublease Agreement, dated as of December 1, 2006 (the “First
Supplemental Sublease™) between the Authority, as sublessor, and the School District, as sublessee, as such First
Supplemental Sublease amended and supplemented the Original Sublease, the Authority leased to the School
District the 2006 Leased Premises for 2006 Base Rental Payments (as defined in the First Supplemental Sublease),
and certain other payments to be made by the School District to the Authority in the amounts and at the times set
forth therein, which amounts would be sufficient for the payment by the Authority of, among other things, the
principal of, redemption price, if any, and interest on the 2006 Bonds.
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At the request of the School District, the Authority undertook the financing of a project in 2012 (the *2012
Project”) for the benefit and use of the School District that consisted of: (i) the acquisition of a leasehold interest in
certain real estate, including the buildings, fixtures, improvements, furnishings and equipment thereon in order to
provide the School District with funds to pay certain operating expenses of the School District; and (ii) the payment
of the costs and expenses of issuing the 2012 Bonds. The proceeds from the 2012 Bonds were used to provide
working capital to the School District.

Pursuant to a Second Supplemental Lease Agreement, dated as of November 1, 2012 (the “Second
Supplemental Lease™) between the School District, as lessor and the Authority, as lessee, the School District leased
to the Authority certain of its land and facilities (the “2012 Leased Premises”) for rental payments equal to the
proceeds of the 2012 Bonds.

Pursuant to a Second Supplemental Sublease Agreement, dated as of November 1, 2012 (the “Second
Supplemental Sublease”) between the Authority, as sublessor, and the School District, as sublessee, the Authority
leased to the School District the 2012 Leased Premises for 2012 Base Rental Payments (as defined in the Second
Supplemental Sublease) and certain other payments to be made by the School District to the Authority in the
amounts and at the times set forth therein, which amounts would be sufficient for the payment by the Authority of,
among other things, the principal of, redemption price, if any, and interest on the 2012 Bonds.

Plan of Finance

At the request of the School District, the Authority has determined to undertake a project consisting of: (i)
the advance refunding of a portion of the 2006A Bonds (the “Refunded 2006 A Bonds™); and (ii) the payment of the
costs and expenses of issuing the 2015 Bonds (the “2015 Project”). The 2006 Bonds remaining Outstanding after the
refunding of the Refunded 2006A Bonds upon the issuance of the 2015 Bonds are hereinafter referred to as the
“Remaining 2006 Bonds.”

As a result of the 2015 Project, there will be a reduction in the aggregate principal amount of the 2006 A
Bonds which remain Outstanding and the Base Rental Payments with respect to the 2006 Leased Premises will be
reduced (as reduced, the “2006 Base Rental Payments”).

Pursuant to a Third Supplemental Lease Agreement, dated as of April 1, 2015 (the “Third Supplemental
Lease”) between the School District, as lessor and the Authority, as lessee, the School District will lease to the
Authority certain of its land and facilities (the “2015 Leased Premises,” together with the Updated 2003 Leased
Premises, the 2006 Leased Premises and the 2012 Leased Premises, the “Leased Premises™) for rental payments (the
“2015 Rent”) equal to the proceeds of the 2015 Bonds (the Third Supplemental Lease Agreement, together with the
Original Lease, the First Supplemental Lease and the Second Supplemental Lease, are hereinafter referred to as the
“Lease”).

Pursuant to a Third Supplemental Sublease Agreement, dated as of April 1, 2015 (the “Third Supplemental
Sublease”) between the Authority, as sublessor, and the School District, as sublessee, the Authority will lease to the
School District the 2015 Leased Premises for 2015 Base Rental Payments (as defined in the Third Supplemental
Sublease Agreement) and certain other payments to be made by the School District to the Authority in the amounts
and at the times set forth therein, which amounts will be sufficient for the payment by the Authority of, among other
things, the principal of, redemption price, if any, and interest on the 2015 Bonds (the Third Supplemental Sublease,
together with the Original Sublease, the First Supplemental Sublease and the Second Supplemental Sublease, are
hereinafter referred to as the “Sublease” and the 2015 Base Rental Payments, together with the 2003 Base Rental
Payments, the 2006 Base Rental Payments and the 2012 Base Rental Payments, are hereinafter referred to as the
“Base Rental Payments”).

A portion of the proceeds of the 2015 Bonds will be irrevocably deposited in an Escrow Fund maintained
by The Bank of New York Mellon Trust Company, N.A., as escrow agent (the “Escrow Agent”) pursuant to the
terms of an Escrow Deposit Agreement, dated as of April 1, 2015 (the “Escrow Deposit Agreement”), among the
Authority, the School District and the Escrow Agent, invested in U.S. Treasury Securities and applied to pay the
interest due on the Refunded 2006A Bonds through December 1, 2016 and redeem the remaining outstanding
Refunded 2006A Bonds on December 1, 2016, at a redemption price of 100% of the principal amount thereof plus
accrued interest to the redemption date.



Related Financings

Concurrently with the issuance of the 2015 Bonds by the Authority on behalf of the School District, the
School District intends to issue $46,770,000 of General Obligation Bonds, Series A of 2015 (the “School District
2015 A Bonds”), $13,505,000 of General Obligation Refunding Bonds, Series B of 2015 (the “School District 2015
B Bonds”), and $44,565,000 of General Obligation Refunding Bonds, Series C of 2015 (Federally Taxable) (the
“School District 2015 C Bonds™) for the purposes described under “PLAN OF FINANCE” herein. The School
District 2015 A Bonds, the School District 2015 B Bonds and the School District 2015 C Bonds (collectively, the
“School District 2015 A, B and C Bonds”) are being offered under a separate Official Statement by the underwriters
named therein, the School District 2015 A Bonds and the School District 2015 C Bonds have been sold pursuant to a
single separate bond purchase agreement and the School District 2015 B Bonds have been sold pursuant to a
separate bond purchase agreement. The School District 2015 A, B and C Bonds are expected to be issued and
delivered on or about April 20, 2015, simultaneously with the delivery of the 2015 Bonds. In addition, the School
District also plans to issue its $128,620,000 of General Obligation Refunding Bonds, Series D of 2015 (the “School
District 2015 D Bonds”, and together with the School District 2015 A, B and C Bonds, the “School District 2015 A,
B, C and D Bonds”) for the purposes described under “PLAN OF FINANCE” herein. The School District 2015 D
Bonds are being offered under a separate Official Statement by the underwriters named therein and have been sold
pursuant to a forward delivery bond purchase agreement on the same date as the 2015 Bonds and the School District
2015 A, B and C Bonds. The School District 2015 D Bonds are expected to be issued and delivered on May 5, 2015.

THE ISSUANCE AND DELIVERY OF THE APPLICABLE BONDS UNDER EACH BOND
PURCHASE AGREEMENT IS NOT CONTINGENT ON THE ISSUANCE AND DELIVERY OF BONDS
UNDER THE OTHER BOND PURCHASE AGREEMENTS.

For a description of the features of the School District’s general obligation bonds, including the School
District 2015 A, B, C and D Bonds, and the bonds issued by the Authority for the benefit of the School District,
including the 2015 Bonds, and the intercept agreement applicable to the 2015 Bonds and other bonds issued by the
Authority for the benefit of the School District, see “INTRODUCTION — The Intercept Agreement”, “SECURITY
AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Withholding of State Appropriations to the School
District; Intercept Agreement” and “THE INTERCEPT AGREEMENT” herein and “APPENDIX A — SCHOOL
DISTRICT DEBT”. For a description of the intercept provisions of the Pennsylvania Public School Code Applicable
to the School District 2015 A, B, C and D Bonds, see “APPENDIX A — SCHOOL DISTRICT DEBT”.

Continuing Disclosure

In order to assist the Underwriters in complying with the requirements of Rule 15¢2-12, as amended (“Rule
15¢2-12”), promulgated under the Securities Exchange Act of 1934, as amended, the School District will enter into a
Continuing Disclosure Agreement (the “Continuing Disclosure Agreement”) with the Trustee, in substantially the
form of APPENDIX E to this Official Statement. See “CONTINUING DISCLOSURE AND ADDITONAL
INFORMATION” herein. Certain information concerning the School District, required or permitted to be filed
pursuant to the School District’s prior continuing disclosure agreements, is on file with the Electronic Municipal
Market Access System (“EMMA”) at http://emma.msrb.org.

Description of the 2015 Bonds

The 2015 Bonds will be dated their date of delivery, and will bear interest from such date. Interest on the
2015 Bonds will be payable on each June 1 and December 1, commencing December 1, 2015. The 2015 Bonds will
be issued as fully registered bonds in the aggregate principal amount set forth on the inside cover page hereof in
denominations of $5,000 or any integral multiple thereof. The principal of the 2015 Bonds will be payable at the
corporate office of the Trustee in Philadelphia, Pennsylvania. Interest on the 2015 Bonds will be paid by check
mailed by the Trustee to the person in whose names the 2015 Bonds are registered on the 15th day (whether or not it
is a business day) of the calendar month immediately preceding such interest payment date; except in the case of any
default by the Authority in payment of interest due, interest shall be payable to the persons in whose names the 2015
Bonds are registered on a special record date as determined by the Trustee. See “THE 2015 BONDS” herein.
Registered Owners of at least $1,000,000 aggregate principal amount of the 2015 Bonds may elect to receive interest
payments by wire transfer if so requested in a written notice provided to the Trustee not less than ten (10) days prior
to the relevant interest payment date.

Initially the 2015 Bonds will be available in book-entry form only. See “THE 2015 BONDS” herein.
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Security and Source of Payment for the 2015 Bonds

Special Limited Obligations of the Authority. The 2015 Bonds are special limited obligations of the
Authority and are secured on a parity with the Remaining 2003 Bonds, the Remaining 2006 Bonds, the 2012
Bonds and any Additional Bonds (discussed herein) by a pledge and assignment to the Trustee of all of the
revenues of the Authority derived from the Sublease, all of the right, title and interest of the Authority in and
to the Sublease, all amounts payable to the Authority by the School District under the Sublease (except the
rights of the Authority to receive notices, to indemnification and payment of its fees and expenses
thereunder), and all moneys and income and receipts in respect of the Sublease held by the Trustee under the
Indenture in the Revenue Fund and the Debt Service Fund (together, the “Pledged Revenues”). Neither the
principal or redemption price of the 2015 Bonds, nor the interest accruing thereon, shall constitute a general
indebtedness of the Authority or an indebtedness of the the Commonwealth of Pennsylvania (the
“Commonwealth™) or any political subdivision thereof (except the School District’s obligations under the
Sublease) within the meaning of any constitutional or statutory provision whatsoever, or a charge against the
general credit of the Authority or the credit or taxing power of the Commonwealth or any political
subdivision thereof (except the School District’s obligations under the Sublease), or be deemed to be an
obligation of the Commonwealth or any political subdivision thereof (except the School District’s obligations
under the Sublease). The Authority has no taxing power.

The 2015 Bonds are payable from the 2015 Base Rental Payments and certain other payments to be made
by the School District to the Authority in the amounts and at the times set forth in the Sublease, which amounts will
be sufficient for the payment by the Authority of, among other things, the principal of, redemption price, if any, and
interest on the 2015 Bonds.

The Intercept Agreement

Pursuant to the Intercept Agreement dated as of September 1, 2003 (the “Original Intercept Agreement”),
as amended by a First Amendment to Intercept Agreement dated as of December 1, 2006 (the “First Amendment to
Intercept Agreement”) and by a Second Amendment to Intercept Agreement dated as of November 1, 2012 (the
“Second Amendment to Intercept Agreement”, and as further amended by a Third Amendment to Intercept
Agreement dated as of April 1, 2015 (the “Third Amendment to Intercept Agreement” and collectively with the
Original Intercept Agreement, the First Amendment to Intercept Agreement and the Second Amendment to
Intercept Agreement, the “Intercept Agreement”), among the Authority, the School District and the Treasurer of the
Commonwealth of Pennsylvania (the “State Treasurer”) and acknowledged by the Trustee and the Pennsylvania
Department of Education (the “Department”), the School District has instructed the Department to provide notice to
the State Treasurer that the State Treasurer shall withhold from the appropriations of the Commonwealth due to the
School District on certain Appropriation Payment Dates set forth in the Intercept Agreement (currently the last
Thursday of the month in April and October) of each fiscal year of the School District, commencing in April of
2015, amounts equal to the 2015 Base Rental Payments due from the School District under the Sublease on the next
succeeding May 15 or November 15, for payments to be made in connection with the 2015 Bonds, and to pay the
same directly to the Trustee, as assignee of the Authority under the Sublease. Payments under the Intercept
Agreement shall be credited to the Base Rental Payments due from the School District under the Sublease. See
“SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS — Withholding of State Appropriations to
the School District; Intercept Agreement” herein.

The Authority

The Authority is a body corporate and politic created in 1947 by the Act. Under the Act, the Authority is
constituted a public corporation and governmental instrumentality, having perpetual existence, for the purpose of
acquiring, financing, refinancing, constructing, improving, maintaining and operating public school and educational
broadcasting facilities, and furnishing and equipping the same for use as part of the public school system of the
Commonwealth under the jurisdiction of the Department. Under the Act, the Authority also has for its purpose the
acquiring, financing, refinancing, construction, improvement, furnishing, equipping, maintenance and operation of
community college buildings.



The School District of Philadelphia

The School District is a separate and independent home rule school district of the first class established by
the Philadelphia Home Rule Charter (“Home Rule Charter”). The School District is the only school district of the
first class in the Commonwealth. The Home Rule Charter provides that the School District will be governed by a
nine-member Board of Education (“Board”) appointed by the Mayor (“Mayor”) of The City of Philadelphia
(“City”).

In 1998 and 2001, the Public School Code of 1949, as amended (“School Code”), was amended to include
criteria for a determination by the Secretary of Education of the Commonwealth that a school district of the first
class is distressed and the effects of such a determination. If the Secretary of Education of the Commonwealth
declares a school district of the first class to be distressed, a five-member school reform commission is required to
be appointed. Such school reform commission shall exercise the powers and duties of the Board and the powers and
duties of the Board shall be suspended. The School District was declared distressed by the Secretary of Education
of the Commonwealth effective December 22, 2001, and is currently governed by a school reform commission
(“School Reform Commission”). See “APPENDIX A — THE SCHOOL DISTRICT OF PHILADELPHIA —School Reform
Commission” herein. Generally, references in this Official Statement to powers and duties of the Board or actions
taken by the Board shall mean the School Reform Commission exercising the powers and duties of the Board, unless
expressly otherwise stated. The School Reform Commission exercises the powers and duties granted to the Board
and the other powers granted to the School Reform Commission under the School Code until the Secretary of
Education of the Commonwealth, upon motion of the School Reform Commission, issues a declaration to dissolve
the School Reform Commission.

The School District is the largest school district in the Commonwealth, with an estimated Fiscal Year 2015
enrollment as of December 2014 of approximately 206,560 students, including approximately 64,300 charter school
students and approximately 3,700 students attending alternative educational programs. The School District has the
eighth largest enrollment in the nation and employs approximately 16,100 professional and nonprofessional persons
with one central administrative office and eight regional or learning networks. The boundaries of the School District
are coterminous with the boundaries of the City. The School District’s fiscal year is July 1 to June 30, identical with
that of the City and the Commonwealth. The term “Fiscal Year,” when followed by a year, refers to the fiscal year
ended June 30 of that year. For example, “Fiscal Year 2015” refers to the Fiscal Year commencing on July 1, 2014
and ending June 30, 2015.

See APPENDIX A hereto for a description of the School District and its affairs, including its organization
and financial procedures.

PLAN OF FINANCE

The 2015 Bonds are being issued to finance the 2015 Project which consists of: (i) the acquisition of a
leasehold interest in certain real estate, including the buildings, fixtures, improvements, furnishings and equipment
thereon in order to provide the School District with funds to advance refund $83,485,000 aggregate principal
amount of the 2006A Bonds, consisting of all the 2006 A Bonds maturing from June 1, 2018 to and including June 1,
2025 and $4,180,000 principal amount of the 2006A Bonds maturing on June 1, 2026 (the “Refunded 2006A
Bonds”); and (ii) the payment of the costs and expenses of issuing the 2015 Bonds.

A portion of the proceeds of the 2015 Bonds will be irrevocably deposited in an Escrow Fund maintained
by the Escrow Agent pursuant to the terms of the Escrow Deposit Agreement, invested in Open-Market U.S.
Treasury Securities, and applied to pay the interest due on the Refunded 2006A Bonds through December 1, 2016
and to redeem the Refunded 2006A Bonds on December 1, 2016, at a redemption price of 100% of the principal
amount thereof plus accrued interest to the redemption date, pursuant to the optional redemption provisions
applicable to the Refunded 2006A Bonds. Grant Thornton LLP (the "Verification Agent") will deliver to the
Authority and the School District, on or before the date of the delivery of the 2015 Bonds, its report (the
"Verification Report™) indicating that it has verified the mathematical accuracy of the information provided by the
Authority and the School District and their representatives with respect to the refunding requirements of the
Refunded 2006A Bonds and the yield on the 2015 Bonds and the Escrow Fund. See “VERIFICATION” herein.

The School District also intends to issue the School District 2015 A, B, C and D Bonds as further described
under “INTRODUCTION - Related Financings.” The proceeds of the School District 2015 A Bonds will be used to
pay (i) the costs of certain capital projects to be undertaken by the School District and (ii) the costs of issuance of
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the School District 2015 A Bonds. The proceeds of the School District 2015 B Bonds will be used to (i) currently
refund the School District’s General Obligation Refunding Bonds, Series B of 2005 (the “Refunded 2005B Bonds™),
and (ii) pay the costs of issuance of the School District 2015 B Bonds. The proceeds of the School District 2015 C
Bonds will be used to (i) currently refund a portion of the School District’s General Obligation Bonds, Series C of
2005 (Federally Taxable) (the “Refunded 2005C Bonds) and (ii) pay the costs of issuance of the School District
2015 C Bonds. The proceeds of the School District 2015 D Bonds will be used to (i) currently refund a portion of
the School District’s General Obligation Refunding Bonds, Series A of 2005 (the “Refunded 2005A Bonds™), and
(i) pay the costs of issuance of the School District 2015 D Bonds. The School District is refunding the Refunded
2005A Bonds, the Refunded 2005B Bonds, the Refunded 2005C Bonds and the Refunded 2006A Bonds
(collectively, the “Refunded Bonds”) to achieve net present value savings for the School District and is issuing the
School District 2015 A Bonds to finance certain capital projects for the School District.

ESTIMATED SOURCES AND USES

The following table sets forth estimated sources and uses of funds in connection with the 2015 Project:

Sources:
Par Amount of 2015 Bonds $80,000,000.00
Original Issue Premium 11,838,515.80
Total Sources $91,838,515.80
Uses:
Deposit to Escrow Fund $91,134,037.38
Costs of Issuance®® 704,478.42
Total Uses $91,838,515.80

(1) Includes underwriters’ discount, legal fees and expenses, financial advisor fees, Trustee’s fees, rating agency fees, escrow agent fees,
verification agent fees, bond insurance premium, printing and miscellaneous fees and expenses.

THE AUTHORITY

The Authority is a body corporate and politic, constituting a public corporation and a governmental
instrumentality of the Commonwealth, created by the Act. The Authority’s address is 1035 Mumma
Road,Wormleysburg, Pennsylvania 17043.

Under the Act, the Authority consists of the Governor of the Commonwealth, the State Treasurer, the
Auditor General, the Secretary of Education, the Secretary of the Department of General Services, the President Pro
Tempore of the Senate, the Speaker of the House of Representatives, the Minority Leader of the Senate and the
Minority Leader of the House of Representatives. The President Pro Tempore of the Senate, the Speaker of the
House of Representatives, the Minority Leader of the Senate and the Minority Leader of the House of
Representatives may designate a member of their respective legislative bodies to act as a member of the Authority in
his or her stead. The members of the Authority serve without compensation, but are entitled to reimbursement for all
necessary expenses incurred in connection with the performance of their duties as members. The powers of the
Authority are exercised by a governing body consisting of the members of the Authority acting as a board.

As of June 30, 2014 bonds issued by the Authority were outstanding in the amount of $3,252,973,206.
None of the revenues of the Authority with respect to its revenue bonds and notes issued for the benefit of other
institutions will be pledged as security for any bonds or notes issued for the benefit of the School District. Further,
no revenue bonds and notes issued for the benefit of other institutions will be payable from or secured by the
revenues of the Authority or other moneys securing any bonds or notes issued for the benefit of the School District.

The Authority has issued, and may continue to issue, other series of bonds for the purpose of financing
other projects, including other educational facilities. None of the revenues of the Authority other than those payable
under the Sublease and those held under the Indenture are pledged to the payment of the 2015 Bonds.



The Authority and the Pennsylvania Higher Educational Facilities Authority (“PHEFA,” and together with
the Authority, the “Authorities”) share an executive, fiscal and administrative staff, which currently numbers 12
people, and operate under a joint administrative budget.

The following are key staff members of the Authority who are involved in the administration of the
financings and projects:

Robert Baccon, Executive Director

Mr. Baccon has served as an executive with the Authority and PHEFA since 1984. He is a graduate of St.
John’s University with a bachelor’s degree in management, and holds a master’s degree in international business
from the Columbia University Graduate School of Business. Prior to his present post, Mr. Baccon held financial
management positions with multinational U.S. corporations and was Vice President - Finance for a major highway
construction contractor.

David Player, Comptroller & Director of Financial Management

Mr. Player serves as the Comptroller & Director of Financial Management of both of the Authorities. He
has been with the Authorities since 1999. Prior to his present position, he served as Senior Accountant for both
Authorities and as an auditor with the Pennsylvania Department of the Auditor General. Mr. Player is a graduate of
the Pennsylvania State University and a Certified Public Accountant.

Beverly M. Nawa, Administrative Officer

Mrs. Nawa has served as the Administrative Officer of both the Authority and PHEFA since August 2004.
She is a graduate of Alvernia College with a bachelor’s degree in business administration. Prior to her present
employment, Mrs. Nawa served as an Audit Senior and an Accounting Systems Analyst with the Pennsylvania
Department of the Auditor General.

THE AUTHORITY HAS NOT PREPARED OR ASSISTED IN THE PREPARATION OF THIS
OFFICIAL STATEMENT, EXCEPT THE STATEMENTS UNDER THIS SECTION CAPTIONED “THE
AUTHORITY” AND UNDER THE HEADINGS “INTRODUCTION - THE AUTHORITY” AND
“LITIGATION - THE AUTHORITY”, AND, EXCEPT AS AFORESAID, THE AUTHORITY DISCLAIMS
RESPONSIBILITY FOR THE DISCLOSURES SET FORTH HEREIN MADE IN CONNECTION WITH
THE OFFER, SALE, AND DISTRIBUTION OF THE 2015 BONDS.

THE 2015 BONDS
Description of the 2015 Bonds

The 2015 Bonds shall be dated their date of their delivery, shall mature on the dates and in the amounts set
forth on the inside of the front cover hereof and shall be payable as to interest on June 1 and December 1 of each
year, commencing December 1, 2015, at the rates set forth on the inside of the front cover hereof. The 2015 Bonds
shall be subject to redemption prior to maturity as described below. The record date for the payment of interest on
the 2015 Bonds is the fifteenth day (whether or not a business day) of the calendar month immediately prior to the
month in which the related interest payment date occurs.

The 2015 Bonds will be issued in fully registered form and, when issued, will be registered in the name of
Cede & Co., as registered owner and nominee of DTC. Purchases of the 2015 Bonds will be made in book-entry-
only form, in denominations of $5,000 or any integral multiple thereof. Beneficial Owners (defined herein) will not
receive certificates representing their interest in the 2015 Bonds purchased. So long as Cede & Co., as nominee of
DTC, is the registered owner of the 2015 Bonds, references herein to the registered owners shall mean Cede & Co.,
as aforesaid, and shall not mean the Beneficial Owners of the 2015 Bonds. See “Book-Entry-Only System” below.

Principal of and interest on the 2015 Bonds will be paid by the Trustee. So long as DTC or its nominee,
Cede & Co., is the registered owner of the 2015 Bonds, such payments will be made directly to it as registered
owner. Disbursement of such payments to the Direct Participants (as defined below) is the responsibility of DTC
and disbursement of such payments to the Beneficial Owners (as defined below) is the responsibility of the Direct
Participants and the Indirect Participants (as defined below), as more fully described herein.



Book-Entry-Only System

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the
2015 Bonds. The 2015 Bonds will be issued as fully-registered securities registered in the name of Cede & Co.
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of DTC. One
fully-registered 2015 Bond certificate will be issued in the aggregate principal amount of each maturity of the 2015
Bonds, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity, corporate and
municipal debt issues, and money market instruments (from over 100 countries) that DTC’s participants (“Direct
Participants™) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales
and other securities transactions in deposited securities through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U. S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on
file with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of 2015 Bonds under the DTC system must be made by or through Direct Participants, which
will receive a credit for the 2015 Bonds on DTC’s records. The ownership interest of each actual purchaser of each
2015 Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the 2015 Bonds are to be accomplished by entries made on the
books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in 2015 Bonds, except in the event that use of the book-entry
system for the 2015 Bonds is discontinued.

To facilitate subsequent transfers, all 2015 Bonds deposited by Direct Participants with DTC are registered
in the name of DTC’s partnership nominee, Cede & Co. or such other name as may be requested by an authorized
representative of DTC. The deposit of 2015 Bonds with DTC and their registration in the name of Cede & Co. or
such other nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the 2015 Bonds; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such 2015 Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of 2015 Bonds may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the 2015 Bonds, such as redemptions, tenders, defaults, and proposed amendments
to the security documents. For example, Beneficial Owners of 2015 Bonds may wish to ascertain that the nominee
holding the 2015 Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the
alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request that copies
of notices be provided directly to them.



Redemption notices shall be sent to DTC. If less than all of the 2015 Bonds within a maturity are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such
maturity to be redeemed.

Neither DTC nor Cede & Co. (hor any other DTC nominee) will consent or vote with respect to the 2015
Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual procedures,
DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date. The Omnibus Proxy
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the 2015 Bonds are
credited on the record date (identified in a listing attached to the Omnibus Proxy).

Payments of principal, premium, if any, and interest on the 2015 Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the Authority or the
Trustee on payable date in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case
with securities held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC (nor its nominee), the Trustee, the Authority, or the School
District, subject to any statutory or regulatory requirements as may be in effect from time to time. Payments of
principal, premium, if any, and interest on the 2015 Bonds to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of the Authority, the School District or the
Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as a securities depository with respect to the 2015 Bonds at
any time by giving reasonable notice to the Authority, the School District or the Trustee. Under such circumstances,
in the event that a successor securities depository is not obtained, 2015 Bond certificates are required to be printed
and delivered.

The Authority may decide to discontinue use of the system of book-entry-only transfers through DTC (or a
successor securities depository). In that event, 2015 Bond certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
DTC, but is not guaranteed as to accuracy or completeness by, and is not to be construed as a representation by, the
Authority, the Underwriters, the Trustee, or the School District.

THE AUTHORITY, THE SCHOOL DISTRICT, THE UNDERWRITERS AND THE TRUSTEE
CANNOT AND DO NOT GIVE ANY ASSURANCES THAT DTC, THE DIRECT PARTICIPANTS OR THE
INDIRECT PARTICIPANTS WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE 2015 BONDS (1)
PAYMENTS OF PRINCIPAL OF, OR INTEREST ON THE 2015 BONDS, (2) CONFIRMATION OF
BENEFICIAL OWNERSHIP INTEREST IN THE 2015 BONDS, OR (3) REDEMPTION OR OTHER NOTICES
SENT TO DTC OR CEDE & CO., ITS NOMINEE, AS THE REGISTERED OWNER OF THE 2015 BONDS, OR
THAT THEY WILL DO SO ON A TIMELY BASIS, OR THAT DTC, DIRECT PARTICIPANTS OR INDIRECT
PARTICIPANTS WILL SERVE AND ACT IN THE MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.
THE CURRENT “RULES” APPLICABLE TO DTC ARE ON FILE WITH THE SECURITIES AND EXCHANGE
COMMISSION, AND THE CURRENT “PROCEDURES” OF DTC TO BE FOLLOWED IN DEALING WITH
DIRECT PARTICIPANTS ARE ON FILE WITH DTC.

NEITHER THE AUTHORITY, THE SCHOOL DISTRICT, THE UNDERWRITERS NOR THE
TRUSTEE SHALL HAVE ANY RESPONSIBILITY OR OBLIGATION TO ANY DIRECT PARTICIPANT,
INDIRECT PARTICIPANT OR ANY BENEFICIAL OWNER OR ANY OTHER PERSON NOT SHOWN ON
THE REGISTRATION BOOKS OF THE FISCAL AGENT AS BEING A BONDHOLDER WITH RESPECT TO:
(1) THE 2015 BONDS; (2) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DIRECT
PARTICIPANT OR INDIRECT PARTICIPANT; (3) THE PAYMENT BY DTC OR ANY DIRECT
PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN
RESPECT OF THE PRINCIPAL OR REDEMPTION PRICE OF, OR INTEREST ON THE 2015 BONDS; (4)
THE DELIVERY BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY
NOTICE TO ANY BENEFICIAL OWNER WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS OF
THE INDENTURE TO BE GIVEN TO BONDHOLDERS; (5) THE SELECTION OF THE BENEFICIAL
OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL REDEMPTION OF THE 2015
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BONDS; OR (6) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS REGISTERED OWNER
OF THE 2015 BONDS.

So long as Cede & Cao. is the registered owner of the 2015 Bonds as nominee of DTC, references herein to
the Holders, holders, owners or registered owners of such 2015 Bonds shall mean Cede & Co. and shall not mean
the Beneficial Owners of the 2015 Bonds.

In the event that the Book-Entry Only System is discontinued and the Beneficial Owners become
Registered Owners of the 2015 Bonds, the 2015 Bonds will be transferable in accordance with the provisions of the
Indenture.

Redemption Provisions
Optional Redemption

The 2015 Bonds maturing on June 1, 2026 are subject to optional redemption prior to maturity by the
Authority at the direction of the School District on or after June 1, 2025, in whole at any time, or in part from time to
time, in any principal amount designated by the School District and within such maturity as chosen by lot, at a
redemption price of 100% of the principal amount thereof, plus accrued interest to the redemption date.

Selection of 2015 Bonds for Redemption

In the event that less than all of any maturity of the 2015 Bonds are to be redeemed, the 2015 Bonds of
such maturity shall be selected for redemption by the Trustee by lot. Any partial redemption may be in any order of
maturity and any principal amount within the maturity as designated by the School District.

Notice of Redemption

The Trustee shall cause any notice of redemption to be mailed by first class United States mail, postage
prepaid, addressed to the registered owners of all 2015 Bonds to be redeemed at the registered addresses appearing
in the registration books for the 2015 Bonds. Each such notice shall be given in the name of the Authority and shall
(i) be mailed not less than 30 nor more than 45 days prior to the redemption date, (ii) identify the 2015 Bonds to be
redeemed (specifying the CUSIP numbers, if any, assigned to the 2015 Bonds), (iii) specify the redemption date and
the redemption price, and (iv) state that on the redemption date the 2015 Bonds called for redemption will be
redeemable at the designated corporate trust office or corporate trust agency office of the Trustee, that interest will
cease to accrue from the redemption date, and that no representation is made as to the accuracy or correctness of the
CUSIP numbers printed therein or on the 2015 Bonds. No defect affecting any particular 2015 Bonds, whether in the
notice of redemption or mailing thereof (including any failure to mail such notice), shall affect the validity of the
redemption proceedings for the redemption of any other 2015 Bonds.

No further interest shall accrue on any 2015 Bond called for redemption after the redemption date if
payment of the redemption price has been duly provided for and the owners of such 2015 Bonds shall have no rights
except to receive payment of the redemption price and the unpaid interest accrued on such 2015 Bond to the date
fixed for redemption.

If at the time of mailing of any notice of redemption the Authority shall not have deposited with the Trustee
monies sufficient to redeem all the 2015 Bonds called for redemption, such notice shall state that it is conditional
except to receive payment of the redemption price and the unpaid interest accrued on such 2015 Bond to the date
fixed for redemption, and subject to the deposit of the redemption monies with the Trustee not later than the opening
of business on the redemption date and shall be of no effect unless such monies are so deposited. If such monies are
not deposited by such date and time, the Trustee shall promptly notify the owners of all 2015 Bonds called for
redemption of such fact.

Transfer, Exchange and Registration of 2015 Bonds
The 2015 Bonds may be transferred upon delivery to the Trustee of the 2015 Bond or 2015 Bonds to be
transferred, accompanied by a written instrument of transfer in form and with guarantee of signature satisfactory to

the Trustee, duly executed by the registered owner of such 2015 Bond or 2015 Bonds or his duly authorized
representative, containing written instructions of transfer. No transfer of any 2015 Bond shall be effective until

11



entered in the registration books for the 2015 Bonds. The 2015 Bonds may be exchanged for 2015 Bonds of the
same maturity and of authorized denomination or denominations in the same aggregate principal amount and
bearing the same rate of interest. No exchange or transfer shall be required to be made (i) during a period beginning
at the opening of business fifteen days prior to the date of mailing of any notice of redemption of 2015 Bonds and
ending at the close of business on the day of such mailing, or (ii) of any 2015 Bonds so selected for redemption in
whole or in part.

The Authority and the Trustee may deem and consider the registered owner of any 2015 Bond as the
absolute owner thereof (whether or not such 2015 Bond shall be overdue) for the purpose of receiving payment of
principal and interest, and for all other purposes, and the Authority and the Trustee shall not be affected by any
notice to the contrary.

SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS
General

The 2015 Bonds are special limited obligations of the Authority payable solely from the Pledged
Revenues under the Indenture. Neither the principal or redemption price of the 2015 Bonds, nor the interest
thereon, shall constitute a general indebtedness of the Authority or an indebtedness of the Commonwealth or
any political subdivision thereof (except the School District’s obligations under the Sublease) within the
meaning of any constitutional or statutory provision whatsoever; constitute a charge against the credit of the
Authority or the credit or the taxing power of the Commonwealth or of any political subdivision thereof
(except the School District’s obligations under the Sublease), or be deemed to be an obligation of the
Commonwealth or any political subdivision thereof (except the School District’s obligations under the
Sublease). The Authority has no taxing power.

The Authority has pledged to the Trustee, in the Indenture, a security interest in the Pledged Revenues
(which includes the Base Rental Payments payable under the Sublease and amounts on deposit in the Revenue Fund
and the Debt Service Fund, but excludes amounts on deposit in the Rebate Fund), and all of the right, title and
interest of the Authority in and to the Sublease and all amounts payable to the Authority by the School District under
the Sublease (except the rights of the Authority to receive notices, indemnification and payment of its fees and
expenses under the Sublease), for the benefit and security of the Owners of the Bonds issued under the Indenture.

Assignment of Sublease Payments from the School District

Pursuant to the Third Supplemental Lease between the School District, as lessor and the Authority, as
lessee, the School District will lease the 2015 Leased Premises to the Authority for the 2015 Rent. Pursuant to the
Third Supplemental Sublease between the Authority, as sublessor, and the School District, as sublessee, the
Authority will sublease to the School District the 2015 Leased Premises for 2015 Base Rental Payments and certain
other payments to be made by the School District to the Authority in amounts that will be sufficient for the payment
by the Authority of, among other things, the principal of, redemption price, if any, and interest on the 2015 Bonds.

The 2015 Bonds will be secured under the Indenture, on parity with the Remaining 2003 Bonds, Remaining
2006 Bonds, 2012 Bonds and any Additional Bonds issued thereunder, by the assignment and pledge to the Trustee
of the payments under the Sublease. Under the Sublease, the School District is obligated to make semi-annual Base
Rental Payments on or before May 15 and November 15 of each year, relating to the Remaining 2003 Bonds and
Remaining 2006 Bonds and on or before March 15 and September 15 of each year relating to the 2012 Bonds, and
pursuant to the Third Supplemental Sublease the School District will be obligated to make semi-annual 2015 Base
Rental Payments on or before May 15 and November 15 of each year, relating to the 2015 Bonds. The School
District has covenanted in the Sublease and in the resolution of the School Reform Commission with respect to the
2015 Bonds (the “School District Resolution™) that it will provide in its budget in each year, and will appropriate
from its general revenues in each such year, the amount of the Base Rental Payments due under the Sublease for
such year, and will duly and punctually pay or cause to be paid the Base Rental Payments on the Base Rental
Payment Dates (as defined in the Third Supplemental Sublease) at the place and in the manner stated in the
Sublease, in amounts sufficient to timely pay in full the debt service due on the Remaining 2003 Bonds, the
Remaining 2006 Bonds, the 2012 Bonds and the 2015 Bonds, and for such budgeting, appropriation and payment,
the School District irrevocably has pledged its full faith, credit and taxing power, within the limits prescribed by
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law. Appropriations from the Commonwealth due to the School District on the Appropriation Payment Dates (as
defined in the Intercept Agreement) (currently the last Thursday of the month in April and October for payments to
be made in connection with the 2015 Bonds) of each fiscal year of the School District are paid by the State Treasurer
directly to the Trustee, as assignee of the Authority, to provide for the 2015 Base Rental Payments. See
“Withholding of State Appropriations to the School District; Intercept Agreement” herein. The School District may
levy taxes only upon the authorization of the General Assembly of the Commonwealth (the “General Assembly™) or
the Council of the City of Philadelphia (“City Council”) as described in APPENDIX A — THE SCHOOL DISTRICT OF
PHILADELPHIA — Sources of School District Revenue — Local Tax Revenues.

The Authority, at the time of the issuance of the 2015 Bonds, will assign all its right, title and interest in the
Third Supplemental Sublease and the payments thereunder (except the right to indemnification, the right to payment
of certain fees and expenses, if any, and certain other rights) to the Trustee. The Remaining 2003 Bonds, the
Remaining 2006 Bonds, the 2012 Bonds, the 2015 Bonds and any Additional Bonds will be secured by and be
payable under the Indenture from the Revenue Fund and Debt Service Fund held by the Trustee and payments made
pursuant to the Sublease.

The execution of the Third Supplemental Sublease by the School District constitutes the incurrence of lease
rental debt by the School District pursuant to the Local Government Unit Debt Act, 53 Pa.C.S. Chs. 80-82 (the
“Debt Act”), and must be approved in advance of issuance by the Pennsylvania Department of Community and
Economic Development (“DCED”). This approval will be obtained prior to issuance and delivery of the 2015
Bonds. Certain required approvals of the Department of Education will also be obtained. See APPENDIX A —
“SCHOOL DISTRICT DEBT".

Withholding of State Appropriations to the School District; Intercept Agreement

Section 7-785(a) of the School Code provides that in the event the School District fails to pay or to provide
for the payment of any rental payment due to the Authority for any period in accordance with the terms of any lease,
upon written notice thereof from the Authority, the Secretary of Education shall notify the School District of its
obligations and shall withhold out of any Commonwealth appropriation due to the School District an amount equal
to the amount of the rental owing by the School District to the Authority and shall pay over the amount so withheld
to the Authority in payment of such rental.

Pursuant to the provisions of Section 7-785(b) of the School Code, and in connection with the issuance of
the 2003 Bonds, the 2006 Bonds and the 2012 Bonds, the Authority, the School District and the State Treasurer
entered into the Original Intercept Agreement, the First Amendment to Intercept Agreement and the Second
Amendment to Intercept Agreement, pursuant to which appropriations from the Commonwealth due to the School
District on the Appropriation Payment Dates (currently the last Thursday of the month in April and October with
respect to the Remaining 2003 Bonds and the Remaining 2006 Bonds and the last Thursday of the month in
February and August for the 2012 Bonds) of each fiscal year of the School District are paid by the State Treasurer
directly to the Trustee, as assignee of the Authority, to provide for the 2003 Base Rental Payments, 2006 Base
Rental Payments and the 2012 Base Rental Payments of the School District due under the Sublease in connection
with the 2003 Bonds, 2006 Bonds and 2012 Bonds.

In connection with the issuance of the 2015 Bonds, the Authority, the School District and the State
Treasurer will enter into the Third Amendment to Intercept Agreement to provide that on the Appropriation
Payment Dates for the 2015 Bonds (currently the last Thursday of the month in April and October) of each fiscal
year of the School District, commencing in April 2015, appropriations from the Commonwealth will be paid by the
State Treasurer directly to the Trustee to provide for the 2015 Base Rental Payments due on May 15 and November
15 of each year, commencing May 15, 2015. The Base Rental Payments due under the Sublease are paid pursuant to
the Intercept Agreement. Notwithstanding the foregoing, the School District remains primarily liable to make rental
payments under the Sublease. See “THE INTERCEPT AGREEMENT” herein.

All public school subsidies made by the Commonwealth are subject to appropriation by the General
Assembly. Although the Constitution of the Commonwealth provides that “the General Assembly shall provide for
the maintenance and support of a thorough and efficient system of public education to serve the needs of the
Commonwealth,” the General Assembly is not legally obligated to appropriate such subsidies and there can be no
assurance that it will do so in the future. The allocation formula pursuant to which the Commonwealth distributes
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such subsidies to the various school districts throughout the Commonwealth may be amended at any time by the
General Assembly. Moreover, the Commonwealth’s ability to make such disbursements will be dependent upon its
own financial condition. At various times in the past, the enactment of budget and appropriation laws by the
Commonwealth has been delayed, resulting in interim borrowing by certain school districts pending the
authorization and payment of state aid. Consequently, there can be no assurance that financial support from the
Commonwealth for school districts, either for capital projects or education programs in general, will continue at
present levels or that moneys will be payable to a school district if indebtedness of such school district is not paid
when due. For a discussion of the Commonwealth subsidies, see APPENDIX A — THE ScHooL DISTRICT OF
PHILADELPHIA — Sources of School District Revenue — Commonwealth Subsidies.

For a description of the features of the School District’s general obligation bonds, including the School
District 2015 A, B, C and D Bonds, and the intercept provisions of the Pennsylvania Public School Code applicable
to such bonds, see “APPENDIX A — SCHOOL DISTRICT DEBT”.

Debt Act Remedies

The Debt Act prescribes certain remedies in the event of failure of the School District to budget,
appropriate or pay the Base Rental Payments. In the event that the School District fails or refuses to make adequate
provision in its budget for any fiscal year for the Base Rental Payments under the Sublease, or fails to appropriate or
pay the moneys necessary in such year for the payment of the Base Rental Payments, upon a suit by the Trustee, the
Court of Common Pleas shall, after hearing held upon such notice to the School District as the Court may direct and
upon a finding of such failure and neglect, by order of mandamus require the Treasurer of the School District to
make such payment out of the first tax moneys or other available revenues or moneys thereafter received by the
Treasurer, subject to any priority on tax moneys established for tax and revenue anticipation notes.

In the event that the School District fails to make a Base Rental Payment when due and such failure
continues for 30 days, the Trustee, subject to any prior rights of holders of tax and revenue anticipation notes and the
right of the Court of Common Pleas to require the deposit of moneys in any sinking fund by writ of mandamus, shall
have the right to recover the amount due in an action brought in the Court of Common Pleas and any such judgment
shall have an appropriate priority upon moneys next coming due into the treasury of the School District and may be
a judgment upon which funding bonds may be issued under the Debt Act.

Limitation of Remedies

The rights and remedies of holders of the 2015 Bonds are subject to the provisions of Chapter 9 of the
Federal Bankruptcy Code (“United States Bankruptcy Code”). In general, Chapter 9 permits, under prescribed
circumstances, a political subdivision of a state to commence a voluntary bankruptcy proceeding and to file a plan of
adjustment in the repayment of its debts, if such political subdivision is generally not paying its debts as they
became due (unless such debts are the subject of a bona fide dispute), or is unable to pay its debts as they became
due. Under the United States Bankruptcy Code, an involuntary petition cannot be filed against a political
subdivision.

In order to proceed under Chapter 9, state law must specifically authorize the political subdivision to file a
petition under the United States Bankruptcy Code. Pennsylvania law prohibits school districts from filing such a
petition unless the petition has first been submitted to, and its filing, together with the plan for adjustment of debts,
has been approved in writing by DCED. DCED is required to investigate the financial condition of the school
district in order to determine whether the presentation of the petition is justified or represents an unjust attempt to
evade payment of some of the petitioner’s contractual obligations. DCED has the right to require modification of
any proposed plan before granting approval of a petition.

The filing of such a petition in bankruptcy operates as an automatic stay of the commencement or the
continuation of any judicial or other proceeding against the petitioner, its property or any officer or inhabitant
thereof. The petitioner must file a plan for adjustment of the debts, which may include provisions modifying or
altering the rights of creditors generally, or any class of them, secured or unsecured. The United States Bankruptcy
Code establishes procedures for confirmation of such a plan, and, under certain circumstances, allows confirmation
of a plan over the objection of one or more classes of creditors.
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The foregoing references to the United States Bankruptcy Code are informational only, and are not to be
construed as any indication that the School District expects to request permission from DCED to resort to the
provisions of the United States Bankruptcy Code or that if it did, permission would be granted by DCED, or that any
proposed plan of adjustment would include a dilution of the sources of payment and security for the 2015 Bonds.

ADDITIONAL BONDS

The 2015 Bonds are Additional Bonds issued on a parity with other Outstanding Bonds under the
Indenture. The Authority may issue Additional Bonds on parity with the Remaining 2003 Bonds, the Remaining
2006 Bonds, the 2012 Bonds and the 2015 Bonds, at the request of the School District. In connection with the
issuance of Additional Bonds, additional funds may be established under the Indenture for the benefit of such
additional series of bonds. In such event, the owners of the 2015 Bonds will have no claims or rights to any such
funds.

THE INTERCEPT AGREEMENT

Pursuant to the Intercept Agreement, the School District instructs and directs the Department to provide
notice to the State Treasurer that the State Treasurer shall withhold from the Commonwealth appropriations due to
the School District on the Appropriation Payment Dates (currently the last Thursday of the month in April and
October of each year for payments to be made in connection with the Remaining 2003 Bonds, the Remaining 2006
Bonds and the 2015 Bonds, and the last Thursday of the month in February and August of each year for payments to
be made in connection with the 2012 Bonds), the amounts set forth in Exhibit A to the Intercept Agreement, which
amounts equal the interest due on the Remaining 2003 Bonds, the Remaining 2006 Bonds, the 2012 Bonds and the
2015 Bonds on the next succeeding interest payment date for such bonds and one-half of the principal next due on
the Remaining 2003 Bonds, the Remaining 2006 Bonds, the 2012 Bonds, and the 2015 Bonds (the “Scheduled
Amounts”), and to make payment of the Scheduled Amounts directly to the Trustee, as assignee of the Authority
under the Sublease.

To the extent that the State Treasurer receives from the Department the appropriate voucher transmittal on
or prior to the applicable Appropriation Payment Date, the State Treasurer agrees to pay the Scheduled Amounts
from any Commonwealth appropriations due to the School District directly to the Trustee, as assignee of the
Authority under the Sublease. Commonwealth appropriations in excess of the Scheduled Amounts shall be paid
directly to the School District by the State Treasurer, to the extent the State Treasurer receives the appropriate
voucher transmittal from the Department. If on any Appropriation Payment Date, the appropriations from the
Commonwealth are insufficient to pay the Scheduled Amounts, and, after notice from the Trustee, the School
District fails to transfer the deficiency to the Trustee, the Department shall voucher the unpaid amount from the next
appropriation due to the School District and deliver a voucher transmittal for such amount directly to the State
Treasurer for payment to the Trustee until any deficiency is cured.

The Authority and the School District direct the Trustee to credit payments made by the State Treasurer
pursuant to the terms of the Intercept Agreement to the Base Rental Payments required to be made by the School
District under the Sublease and to use the same to pay debt service on the Remaining 2003 Bonds, the Remaining
2006 Bonds, the 2012 Bonds, and the 2015 Bonds in accordance with the terms and provisions of the Indenture.
Amounts paid by the State Treasurer directly to the Trustee, as assignee of the Authority, will satisfy the Base
Rental Payments required to be paid by the School District under the Sublease on the applicable Base Rental
Payment Date. For a description of the intercept provisions of the Pennsylvania Public School Code Applicable to
the School District 2015 A, B, C and D Bonds, see “APPENDIX A — SCHOOL DISTRICT DEBT”.

Legislation pertaining to charter schools is currently pending in the Pennsylvania legislature. House Bill
530, which passed the Pennsylvania House and has been sent to the Pennsylvania Senate, contains a number of
provisions which, if enacted into law, would adversely affect the efficacy of the debt service intercept provisions
contained in the Public School Code which apply to school district debt obligations, including the School District’s
general obligation bonds and bonds issued by the Authority for the benefit of the School District. In addition, these
provisions would, if enacted in their present form, adversely affect the School District’s cash flow within each fiscal
year and impair the ability of the Pennsylvania Department of Education, if it were otherwise willing to do so, to
assist the School District with its cash flow needs by making advances of the basic education subsidy. See
"APPENDIX A— SCHOOL DISTRICT OPERATIONS—Proposed Legislation".

If House Bill 530 is enacted in its present form, it could adversely affect the ratings on the 2015 Bonds.
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BOND INSURANCE
Bond Insurance Policy

Concurrently with the issuance of the 2015 Bonds, Assured Guaranty Municipal Corp. ("AGM") will issue
its Municipal Bond Insurance Policy for a portion of the 2015 Bonds (the "Policy"). The Policy guarantees the
scheduled payment of principal of and interest on the 2015 Bonds maturing on June 1 in the years 2021 (Yield
2.190%), 2022 and 2024 (Yield 2.810%) issued in the aggregate principal amount of $20,515,000 (collectively,
the “Insured Bonds™). The Policy guarantees the schedule payment of principal and interest on the Insured Bonds
when due as set forth in the form of the Policy included as an Appendix G to this Official Statement.

The Policy is not covered by any insurance security or guaranty fund established under New York,
California, Connecticut or Florida insurance law.

Assured Guaranty Municipal Corp.

AGM is a New York domiciled financial guaranty insurance company and an indirect subsidiary of
Assured Guaranty Ltd. (“AGL”), a Bermuda-based holding company whose shares are publicly traded and are
listed on the New York Stock Exchange under the symbol “AGO”. AGL, through its operating subsidiaries,
provides credit enhancement products to the U.S. and global public finance, infrastructure and structured finance
markets. Neither AGL nor any of its shareholders or affiliates, other than AGM, is obligated to pay any debts of
AGM or any claims under any insurance policy issued by AGM.

AGM’s financial strength is rated “AA” (stable outlook) by Standard and Poor’s Ratings Services, a
Standard & Poor’s Financial Services LLC business (“S&P”), “AA+” (stable outlook) by Kroll Bond Rating
Agency, Inc. (“KBRA”) and “A2” (stable outlook) by Moody’s Investors Service, Inc. (“Moody’s”). Each rating
of AGM should be evaluated independently. An explanation of the significance of the above ratings may be
obtained from the applicable rating agency. The above ratings are not recommendations to buy, sell or hold any
security, and such ratings are subject to revision or withdrawal at any time by the rating agencies, including
withdrawal initiated at the request of AGM in its sole discretion. In addition, the rating agencies may at any time
change AGM’s long-term rating outlooks or place such ratings on a watch list for possible downgrade in the near
term. Any downward revision or withdrawal of any of the above ratings, the assignment of a negative outlook to
such ratings or the placement of such ratings on a negative watch list may have an adverse effect on the market
price of any security guaranteed by AGM. AGM only guarantees scheduled principal and scheduled interest
payments payable by the issuer of bonds insured by AGM on the date(s) when such amounts were initially
scheduled to become due and payable (subject to and in accordance with the terms of the relevant insurance
policy), and does not guarantee the market price or liquidity of the securities it insures, nor does it guarantee that
the ratings on such securities will not be revised or withdrawn.

Current Financial Strength Ratings

On November 13, 2014, KBRA assigned an insurance financial strength rating of “AA+” (stable outlook)
to AGM. AGM can give no assurance as to any further ratings action that KBRA may take.

On July 2, 2014, S&P issued a credit rating report in which it affirmed AGM’s financial strength rating of
“AA” (stable outlook). AGM can give no assurance as to any further ratings action that S&P may take.

On July 2, 2014, Moody’s issued a rating action report stating that it had affirmed AGM’s insurance
financial strength rating of “A2” (stable outlook). In February 2015, Moody’s published a credit opinion under its
new financial guarantor ratings methodology maintaining its existing rating and outlook on AGM. AGM can give
no assurance as to any further ratings action that Moody’s may take.
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For more information regarding AGM’s financial strength ratings and the risks relating thereto, see AGL’s
Annual Report on Form 10-K for the fiscal year ended December 31, 2014.

Capitalization of AGM

At December 31, 2014, AGM’s policyholders’ surplus and contingency reserve were approximately $3,763
million and its net unearned premium reserve was approximately $1,769 million. Such amounts represent the
combined surplus, contingency reserve and net unearned premium reserve of AGM, AGM’s wholly owned
subsidiary Assured Guaranty (Europe) Ltd. and 60.7% of AGM’s indirect subsidiary Municipal Assurance Corp.;
each amount of surplus, contingency reserve and net unearned premium reserve for each company was determined
in accordance with statutory accounting principles.

Incorporation of Certain Documents by Reference

Portions of the following document filed by AGL with the Securities and Exchange Commission (the
“SEC”) that relate to AGM are incorporated by reference into this Official Statement and shall be deemed to be a
part hereof: the Annual Report on Form 10-K for the fiscal year ended December 31, 2014 (filed by AGL with the
SEC on February 26, 2015).

All consolidated financial statements of AGM and all other information relating to AGM included in, or as
exhibits to, documents filed by AGL with the SEC pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended, excluding Current Reports or portions thereof “furnished” under Item 2.02 or Item 7.01
of Form 8-K, after the filing of the last document referred to above and before the termination of the offering of
the Insured Bonds shall be deemed incorporated by reference into this Official Statement and to be a part hereof
from the respective dates of filing such documents. Copies of materials incorporated by reference are available
over the internet at the SEC’s website at http:/www.sec.gov, at AGL’s website at
http://www.assuredguaranty.com, or will be provided upon request to Assured Guaranty Municipal Corp.: 31
West 52" Street, New York, New York 10019, Attention: Communications Department (telephone (212) 974-
0100). Except for the information referred to above, no information available on or through AGL’s website shall
be deemed to be part of or incorporated in this Official Statement.

Any information regarding AGM included herein under the caption “BOND INSURANCE — Assured
Guaranty Municipal Corp.” or included in a document incorporated by reference herein (collectively, the “AGM
Information”) shall be modified or superseded to the extent that any subsequently included AGM Information
(either directly or through incorporation by reference) modifies or supersedes such previously included AGM
Information. Any AGM Information so modified or superseded shall not constitute a part of this Official
Statement, except as so modified or superseded.

Miscellaneous Matters

AGM or one of its affiliates may purchase a portion of the Insured Bonds or any uninsured 2015 Bonds
offered under this Official Statement and such purchases may constitute a significant proportion of the 2015
Bonds offered. AGM or such affiliate may hold such Insured Bonds or uninsured 2015 Bonds for investment or
may sell or otherwise dispose of such Bonds or uninsured bonds at any time or from time to time.

AGM makes no representation regarding the Insured Bonds or the advisability of investing in the Insured
Bonds. In addition, AGM has not independently verified, makes no representation regarding, and does not accept
any responsibility for the accuracy or completeness of this Official Statement or any information or disclosure
contained herein, or omitted herefrom, other than with respect to the accuracy of the information regarding AGM
supplied by AGM and presented under the heading “BOND INSURANCE”.
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SCHOOL DISTRICT DEBT SERVICE REQUIREMENTS®

The following table sets forth total estimated debt service on the 2015 Bonds, other lease rental debt and the School District's outstanding general
obligation bonds as of March 1, 2015.

2015 Bonds General

Fiscal Total Lease Rental Obligation Total

Year Principal Interest Debt Service Debt Service Debt Service ®©O@E Debt Service@®
2015 $ - $ - $ - $ 41,774,075 $ 45,047,717 $ 86,821,792
2016 - 4,329,352 4,329,352 67,065,519 194,391,279 265,786,150
2017 5,000 3,886,700 3,891,700 67,072,838 194,012,236 264,976,773
2018 8,065,000 3,886,600 11,951,600 58,766,650 190,405,006 261,123,256
2019 8,390,000 3,564,000 11,954,000 58,765,463 189,029,048 259,748,511
2020 8,805,000 3,144,500 11,949,500 58,762,519 185,930,916 256,642,934
2021 9,260,000 2,704,250 11,964,250 58,766,569 184,898,654 255,629,473
2022 9,710,000 2,241,250 11,951,250 60,915,869 181,073,573 253,940,692
2023 10,200,000 1,755,750 11,955,750 65,800,475 166,795,447 244,551,672
2024 10,675,000 1,278,250 11,953,250 87,684,975 144,039,109 243,677,334
2025 11,210,000 744,500 11,954,500 88,528,225 143,540,308 244,023,033
2026 3,680,000 184,000 3,864,000 97,439,975 142,957,129 244,261,104
2027 - - - 102,854,225 131,102,140 233,956,365
2028 - - - 107,697,725 126,045,942 233,743,667
2029 - - - 108,350,700 122,292,938 230,643,638
2030 - - - 108,346,450 121,617,956 229,964,406
2031 - - - 133,591,875 92,110,612 225,702,487
2032 - - - 167,348,575 44,625,652 211,974,227
2033 - - - 145,071,263 44,391,852 189,463,114
2034 - - - 20,377,800 118,596,172 138,973,972
2035 - - - 20,377,545 40,323,660 60,701,205
2036 - - - 18,201,178 40,050,813 58,251,990
2037 - - - - 36,070,589 36,070,589
2038 - - - - 35,772,749 35,772,749
2039 - - - - 33,244,913 33,244,913
2040 - - - - 14,706,879 14,706,879

Total® $80,000,000 $27,719,152 $107,719,152 $1,743,560,485 $2,963,073,289 $4,814,352,925

(@) Reflects the refunding of the Refunded Bonds.

(b) Includes Series C of 2009, Series F of 2010, Series G of 2010 and Series H of 2010 at an assumed interest rate of 1.25% per annum.
(¢) Includes Qualified Zone Academy Bonds debt service.

(d) Includes gross debt service on the Build America Bonds Series B of 2010 and Qualified School Construction Bonds Series A of 2011.
(e) Totals may not add up due to rounding.
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ABSENCE OF LITIGATION AFFECTING THE 2015 BONDS

There is no litigation of any nature now pending or, to the knowledge of the Authority or the School
District, threatened restraining or enjoining the issuance, sale, execution or delivery of the 2015 Bonds or in any way
contesting or affecting the validity of the 2015 Bonds, the Indenture, the Lease, the Sublease, the Intercept
Agreement or any proceedings of the Authority taken in connection with the issuance or sale of the 2015 Bonds, the
pledge or application of any moneys or security provided for the payment of the 2015 Bonds, or the existence or
powers of the Authority. For a summary of certain legal proceedings affecting the School District, see APPENDIX A
— THE SCHOOL DISTRICT OF PHILADELPHIA — Legal Proceedings.

LEGALITY FOR INVESTMENT

Under the Act, the 2015 Bonds are securities in which all officers of the Commonwealth and its political
subdivisions and municipal officers and administrative departments, boards and commissions of the
Commonwealth, all banks, bankers, savings banks, trust companies, savings and loan associations, investment
companies and other persons carrying on a banking business, all insurance companies, insurance associations and
other persons carrying on an insurance business, and all administrators, executors, guardians, trustees and other
fiduciaries, and all other persons whatsoever who now or may hereafter be authorized to invest in bonds or other
obligations of the Commonwealth, may properly and legally invest any funds, including capital, belonging to them
or within their control, and the 2015 Bonds are securities which may properly and legally be deposited with, and
received by, any Commonwealth or municipal officers or agencies of the Commonwealth for any purpose for which
the deposit of bonds or other obligations of the Commonwealth is now or may hereafter be authorized by law.

TAX MATTERS
Federal

Exclusion of Interest From Gross Income. In the opinion of Bond Counsel, under existing statutes,
regulations, rulings and court decisions, interest on the 2015 Bonds will not be includible in the gross income of the
holders thereof for federal income tax purposes assuming continuing compliance by the Authority and the School
District with the requirements of the Internal Revenue Code of 1986, as amended (the “Code™). Interest on the 2015
Bonds will not be a specific preference item for purposes of computing the federal alternative minimum tax
(“AMT?”); however, interest on the 2015 Bonds held by certain corporations is included in the computation of
“Adjusted Current Earnings”, a portion of which is taken into account in determining the AMT imposed on such
corporations.

In rendering its opinion, Bond Counsel has assumed compliance by the Authority with its covenants set
forth in the Indenture and the Authority’s representations in the Tax Compliance Certificate that are intended to
comply with the provisions of the Code relating to actions to be taken by the Authority in respect of the 2015 Bonds,
after issuance thereof to the extent necessary to effect or maintain the exclusion from federal gross income of the
interest on the 2015 Bonds. Bond Counsel has also assumed compliance by the School District with its covenants
set forth in the School District Resolution and the School District’s representations in the Tax Compliance
Certificate relating to actions to be taken by the School District after issuance of the 2015 Bonds necessary to effect
or maintain the exclusion from gross income of the interest on the 2015 Bonds for federal income tax purposes.
These respective representations and covenants relate to, inter alia, the use of and investment of proceeds of the
2015 Bonds and the covenants of the School District with respect to the School District 2015 A Bonds, 2015 B
Bonds and 2015 D Bonds, and rebate to the United States Department of Treasury of specified arbitrage earnings, if
any. Failure to comply with such covenants could result in interest on the 2015 Bonds becoming includible in gross
income for federal income tax purposes from the date of issuance of the 2015 Bonds.

Original Issue Premium. The initial public offering prices of the 2015 Bonds are more than the principal
amounts payable on the 2015 Bonds at their respective maturities. Such excess, over the amount payable at maturity
of a 2015 Bond is amortizable bond premium, which is not deductible from gross income for federal income tax
purposes.

Amortizable bond premium will reduce the owner’s tax basis of a 2015 Bond in each year by the amount of

amortization for such year, which basis is used to determine, for federal income tax purposes, the amount of gain or
loss upon the sale, redemption at maturity or other disposition of a 2015 Bond. Owners of 2015 Bonds should
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consult their own tax advisors with respect to the calculation of the amount of bond premium which will be treated
for federal income tax purposes as having amortized for any taxable year (or portion thereof) of the owner and with
respect to other federal, state and local tax consequences of owning and disposing of 2015 Bonds.

Other Federal Tax Matters. Ownership or disposition of the 2015 Bonds may result in other federal tax
consequences to certain taxpayers, including, without limitation, certain S corporations, foreign corporations with
branches in the United States, property and casualty insurance companies and taxpayers who have an initial basis in
the 2015 Bonds greater or less than the principal amount thereof, individual recipients of Social Security or Railroad
Retirement benefits and taxpayers, including banks, thrift institutions and other financial institutions subject to
Section 265 of the Code, who may be deemed to have incurred or continued indebtedness to purchase or to carry the
2015 Bonds.

Bond Counsel is not rendering any opinion regarding any federal tax matters other than those
described under the caption “Federal - Exclusion of Interest from Gross Income” and expressly stated in the
form of Bond Counsel opinion included as APPENDIX F hereto. Purchasers of the 2015 Bonds should
consult their independent tax advisors with regard to all federal and other tax matters.

State

Pennsylvania. In the opinion of Bond Counsel, under the laws of the Commonwealth as presently enacted
and construed, the 2015 Bonds are exempt from personal property taxes in the Commonwealth and interest on the
2015 Bonds is exempt from Pennsylvania personal income tax and Pennsylvania corporate net income tax; however,
under the laws of the Commonwealth, as enacted and construed on the date hereof, any profits, gains, or income
derived from the sale, exchange, or other disposition of the 2015 Bonds will be subject to Pennsylvania taxes and
local taxes within the Commonwealth.

Other. The 2015 Bonds and interest thereon may be subject to state and local taxes in jurisdictions other
than the Commonwealth of Pennsylvania under applicable state and local tax laws.

Bond Counsel is not rendering any opinion on state tax matters other than those described under the caption
“State — Pennsylvania” and expressly stated in the form of Bond Counsel opinion included in Appendix F hereto.

Purchasers of the 2015 Bonds should consult their independent tax advisors with regard to all state and
local tax matters.

LEGAL MATTERS

The issuance and delivery of the 2015 Bonds are subject to approval as to legality by Eckert Seamans
Cherin & Mellott, LLC of Philadelphia, Pennsylvania, Bond Counsel to the Authority. The proposed Form of
Opinion of Bond Counsel is included as APPENDIX F to this Official Statement. Certain legal matters will be passed
upon for the Authority by Hartman Underhill & Brubaker, LLC, Lancaster, Pennsylvania. Certain legal matters will
be passed upon for the School District by the Office of General Counsel of the School District. Certain legal matters
will be passed upon for the Underwriters by Cozen O’Connor and Ahmad Zaffarese LLC, both of Philadelphia,
Pennsylvania, Co-Counsel to the Underwriters.

FINANCIAL ADVISOR

In connection with the issuance and sale of the 2015 Bonds, the School District has retained the firm of
Phoenix Capital Partners, LLP, an independent registered municipal advisor, as its financial advisor. Such financial
advisor is not obligated to undertake, and has not undertaken, either to make an independent verification of or to
assume responsibility for the accuracy, completeness or fairness of the information contained in this Official
Statement and the appendices hereto. The financial advisor is an independent financial advisory firm and is not
engaged in the business of underwriting, trading or distributing municipal securities or other securities.

CERTAIN RELATIONSHIPS

Eckert Seamans Cherin & Mellott, LLC, Bond Counsel, represents the School District in matters unrelated
to the issuance of the 2015 Bonds, including serving as bond counsel on the School District 2015 A, B, C and D
Bonds. Ahmad Zaffarese LLC, Co-Underwriters’ Counsel, provides certain legal services to the School District
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regarding matters unrelated to the financing. A member of Cozen O'Connor, Co-Underwriters’ Counsel, sits on the
Board of Directors of Assured Guaranty, Ltd., the parent of AGM. The Underwriters for the 2015 Bonds are also
acting as the underwriters for the School District 2015 A, B, C and D Bonds.

UNDERWRITING

The Bonds are being purchased by the Underwriters listed on the cover page hereof (the “Underwriters”)
for whom Janney Montgomery Scott LLC is acting as Representative. The Underwriters have agreed to purchase the
2015 Bonds at an aggregate purchase price of $91,526,028.38 (consisting of the par amount of the 2015 Bonds of
$80,000,000, plus original issue premium of $11,838,515.80, less underwriters’ discount of $312,487.42).

The Underwriters may offer and sell the 2015 Bonds to certain dealers (including dealers depositing the
2015 Bonds into investment trusts) and others at prices lower than such initial public offering prices as are stated on
the inside front cover page hereof. The public offering prices may be changed, from time to time, by the
Underwriters.

Loop Capital Markets, one of the Underwriters of the 2015 Bonds (“Loop Capital Markets”), has provided
the following two sentences for inclusion in this Official Statement.

Loop Capital Markets has entered into distribution agreements (each a “Distribution Agreement”) with
each of UBS Financial Services Inc (“UBSFS”) and Deutsche Bank Securities Inc. (DBS) and Credit Suisse
Securities ("CS") for the retail distribution of certain securities offerings at the original issue prices. Pursuant to
each Distribution Agreement, each of UBSFS, DBS and CS will purchase the 2015 Bonds from Loop Capital
Markets at the original issue prices less a negotiated portion of the selling concession applicable to any 2015 Bonds
that such firm sells.

Neither the Authority nor the School District have been furnished with any documents relating to the
Distribution Agreements and neither the Authority nor the School District have entered into any agreement or
arrangement with UBSFS, DBS or CS with respect to the offering and sale of the 2015 Bonds.

In connection with the issuance of the 2015 Bonds, the School District suggested to the Underwriters that it
consider retaining the law firms of Cozen O'Connor and Ahmad Zaffarese LLC, to serve as Co-Underwriters'
Counsel from a list of approved counsel maintained by the School District. The selection of Co-Underwriters'
Counsel was made by the independent determination of the Underwriters. The Underwriters are also acting as the
underwriters for the School District 2015 A, B, C and D Bonds.

RATINGS

Moody’s Investors Service (“Moody’s”), Standard & Poor’s Rating Services, a Division of The McGraw-
Hill Companies, Inc. (“S&P”) and Fitch Ratings, Inc. (“Fitch”) have assigned their respective municipal bond
ratings of “Al1” with a Stable outlook, “A+” with a Stable outlook, and “A+” with a Stable outlook, to the 2015
Bonds, based on intercept provisions of the School Code.

Moody’s has assigned an underlying rating with respect to the 2015 Bonds, without regard to the intercept
provision of the School Code, of “Ba3” with a Negative outlook. Fitch has assigned an underlying rating with
respect to the 2015 Bonds, without regard to the intercept provisions of the School Code, of “BB-" with a Negative
outlook. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2015 BONDS” herein.

Moody’s and S&P have assigned the Insured Bonds ratings of “A2” with a Stable outlook and “AA* with a
Stable outlook, respectively, based on the issuance of the Policy.

No application has been made to any other ratings service for a rating on the 2015 Bonds. The School
District furnished to Moody’s, S&P and Fitch certain materials and information in addition to that provided herein.
Generally, rating agencies base their ratings on such information and materials, and on investigations, studies and
assumptions. Any explanation of the significance of each of such ratings may only be obtained from the rating
agency furnishing the rating. A rating is not a recommendation to buy, sell or hold securities. There is no assurance
that any rating will be maintained for any given period of time or that it may not be raised, lowered or withdrawn
entirely, if in the rating agency’s judgment circumstances so warrant. Any downward change in or withdrawal of
such ratings, or any of them, may have an adverse effect on the price at which the 2015 Bonds may be resold.
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Any ratings assigned represent only the views of Moody’s, S&P and Fitch. Further information is available
upon request from:

Moody’s Investors Service Standard & Poor’s Ratings Fitch Ratings, Inc.

7 Trade Center at 250 Services One State Street Plaza
Greenwich Street 55 Water Street New York, NY 10004
New York, NY 10007 New York, NY 10014 (212) 908-0500

(212) 553-0377 (212) 438-1000

Neither the Authority, the School District nor the Underwriters have assumed any responsibility to
maintain any particular rating on the 2015 Bonds.

CONTINUING DISCLOSURE AND ADDITIONAL INFORMATION
Continuing Disclosure Undertakings

In order to assist the Underwriters in complying with the requirements of Rule 15¢2-12, as amended (“Rule
15¢2-12”), promulgated under the Securities Exchange Act of 1934, as amended, the School District will enter into
the Continuing Disclosure Agreement relating to the 2015 Bonds with the Trustee, in substantially the form of
APPENDIX E to this Official Statement, which should be read in its entirety.

The School District has previously entered into various continuing disclosure agreements relating to bonds
issued on its behalf by the Authority and to the School District’s general obligation bonds. For continuing
disclosure agreements entered into by the School District prior to 2006 (the “Pre-2006 Continuing Disclosure
Agreements”), the School District is required to provide its annual financial information within 180 days of the close
of each fiscal year of the School District. For the fiscal years ending June 30, 2007 through June 30, 2014, the
annual financial information required to be posted within 180 days was not posted with the applicable repository or
EMMA by the date required (although such annual financial information was subsequently posted) due to delays in
the completion of the audited financial statements and the issuance of the City Controller’s audit report on the
School District’s annual financial statements.

Upon issuance of the 2015 Bonds, the School District will have two Pre-2006 Continuing Disclosure
Agreements that require the School District to provide its annual financial information within 180 days of the close
of each fiscal year of the School District. All of the School District’s other continuing disclosure agreements relating
to its general obligation bonds, and bonds issued by the Authority for the benefit of the School District, including the
Continuing Disclosure Agreement, require the School District to file its annual financial statements with EMMA
within 240 days of the close of each fiscal year of the School District. The School District has previously filed in
the past five years, and expects to continue to file, its annual financial information in a timely manner pursuant to
such agreements.

Under certain of the continuing disclosure agreements of the School District, event notices with respect to
certain bond rating changes related to third-party credit enhancer downgrades, the state intercept program and other
ratings (including underlying ratings of the School District) were not filed in a timely manner.

As of the date of this Official Statement, the School District has filed all of its required annual financial
information for the last five fiscal years of the School District ended June 30, 2014 and has filed all notices that it is
required to file under such continuing disclosure agreements with EMMA, so that all current rating changes are
published and available on EMMA.

All of the School District’s continuing disclosure agreements provide for a single dissemination agent,
currently, The Bank of New York Mellon Trust Company, N.A. The School District is implementing modifications
to its continuing disclosure procedures to ensure timely compliance with all of its continuing disclosure obligations,
including its financial information filings and notices of any rating changes.

Attention is called to the form of the Continuing Disclosure Agreement, which is attached to this Official
Statement as APPENDIX E.

Other Information

Certain additional information relating to the School District is available, from time to time, at the School
District at its website (www.philasd.org). Information on the School District’s website is not incorporated by
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reference in this Official Statement and prospective purchasers of 2015 Bonds should rely only on the information
contained in this Official Statement. Persons wishing to obtain copies of the School District’s Annual Financial
Report, and operating or capital budgets should address such requests to: Chief Financial Officer, The School
District of Philadelphia, Administration Building, 440 North Broad Street, Philadelphia, Pennsylvania 19130. The
School District may charge a fee for costs of reproduction and mailing of any information requested.

Financial Statements
The School District has included its audited financial statements for Fiscal Year 2014 in APPENDIX B.

The School District’s financial statements are audited by the City Controller. The City Controller has not
participated in the preparation of this Official Statement and has not participated in the preparation of any budget
estimates or projections of the School District included in APPENDIX A hereto. Consequently, the City Controller
expresses no opinion on any of the data contained in this Official Statement relating to the School District other than
the financial statements included in APPENDIX B hereto.

VERIFICATION

Grant Thornton LLP, the Verification Agent, will deliver to the Authority and the School District, on or
before the date of the delivery of the 2015 Bonds, its Verification Report indicating that it has verified the
mathematical accuracy of the information provided by the Authority and the School District and their
representatives with respect to the refunding requirements of the Refunded 2006 A Bonds and the yield on the 2015
Bonds and the Escrow Fund. Included within the scope of its engagement will be a verification of. (a) the
mathematical accuracy of the computations of the adequacy of the cash and maturing principal of the securities to be
placed in the Escrow Fund to meet the scheduled payment of interest on the Refunded 2006A Bonds until
redemption or maturity, as applicable, and the payment of the redemption price or principal of the Refunded 2006 A
Bonds on their respective redemption or maturity dates, as applicable, as described under “PLAN OF FINANCE”;
and (b) the mathematical accuracy of the computations supporting the conclusion of Bond Counsel that the 2015
Bonds are not “arbitrage bonds” under the Code and the regulations promulgated thereunder.

The verification performed by the Verification Agent will be based solely upon data, information and
documents provided to the Verification Agent by the Authority and the School District and their representatives. The
Verification Report will state that the Verification Agent has no obligation to update the Verification Report for
events occurring, or data or information coming to its attention, subsequent to the date of the Verification Report.

MISCELLANEOUS

The references herein to the Indenture, the Lease, the Sublease, the Intercept Agreement, the Continuing
Disclosure Agreement, the Escrow Deposit Agreement, the Act, the Debt Act, the School Code and other materials
are only brief outlines of certain provisions thereof and do not purport to summarize or describe all of the provisions
thereof, copies of which will be furnished by the Authority upon request.

The information contained in this Official Statement has been compiled or prepared from official and other
sources deemed to be reliable and, although not guaranteed as to completeness or accuracy, is believed to be correct
as of this date. Statements involving matters of opinion, whether or not expressly so stated, are intended as such and
not as representations of fact. All estimates and assumptions of financial and other information are based on
information currently available, are believed to be reasonable and are not to be construed as assurances of actual
outcomes. All estimates of future performance or events constituting “forward-looking” statements may or may not
be realized because of a wide variety of economic and other circumstances.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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The information contained in this Official Statement should not be construed as representing all of the
conditions affecting the Authority, the School District or the 2015 Bonds. Neither any advertisement for the 2015
Bonds nor this Official Statement is to be construed as constituting a contract with the purchasers of the 2015
Bonds.

STATE PUBLIC SCHOOL BUILDING AUTHORITY

By /s/IRobert Baccon
Robert Baccon
Executive Director

APPROVED:
THE SCHOOL DISTRICT OF PHILADELPHIA

By: /sIMarjorie G. Neff
Marjorie G. Neff
Chair, School Reform Commission
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THE SCHOOL DISTRICT OF PHILADELPHIA

The School District of Philadelphia (“School District”) is a separate and independent home rule district of the first class
established by the Philadelphia Home Rule Charter (“Home Rule Charter”). It is the largest school district in the Commonwealth of
Pennsylvania (“Commonwealth” or “State”) with estimated Fiscal Year 2015 enrollment as of December 2014, of approximately
206,500 students, including approximately 64,300 charter school students and approximately 3,700 students attending alternative
educational programs. The School District has the eighth largest enrollment in the nation and employs approximately 16,100 full-
time professional and nonprofessional persons with one central administrative office and eight regional or learning networks.

The boundaries of the School District are coterminous with the boundaries of the City of Philadelphia, Pennsylvania
(“City”). The School District is an agency of the Commonwealth created to assist in the administration of the General Assembly’s
duties under the Pennsylvania Constitution to “provide for the maintenance and support of a thorough and efficient system of public
education to serve the needs of the Commonwealth.” As an agency of the Commonwealth, the School District is governed by both
the Public School Code of 1949, as amended (“School Code”), and the Home Rule Charter (to the extent not inconsistent with
Section 696 of the School Code) and is subject to the jurisdiction of the Secretary of Education of the Commonwealth of
Pennsylvania (“Secretary of Education™).

The School District also serves as the agent for Intermediate Unit No. 26 (“IU”), an entity established by the
Commonwealth to provide programs in and for special education, special education transportation, non-public school services and
related management services. All 1U services are performed by the School District pursuant to contracts between it and the IU. The
School District’s governing body (“Governing Body”) also constitutes the Board of Directors of the 1U, and the boundaries of the
IU are coterminous with those of the School District.

The City was authorized to adopt the Home Rule Charter provisions establishing the School District as a home rule school
district by the First Class City Public Education Home Rule Act, approved August 9, 1963, P.L. 643 (“Home Rule Act”). The Home
Rule Act expressly limits the powers of the City with respect to the School District 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
with respect to setting maximum tax rates for school purposes as authorized by the General Assembly of the Commonwealth
(“General Assembly”). Thus, the School District is a distinct legal entity separate and apart from the City. The Home Rule Act and
the Home Rule Charter vest title to all property, real and personal, tangible and intangible, all easements and all evidences of
ownership, in whole or in part, in or to the School District.

The Home Rule Charter requires the Governing Body of the School District to levy taxes annually, within the limits and
upon the subjects authorized by the General Assembly or the Council of the City of Philadelphia (“City Council”), in amounts
sufficient to provide funds for operating expenses, debt service charges and for the costs of any other services incidental to the
operation of public schools.

The School District’s Fiscal Year is July 1st to June 30th, and is identical with those of the City and the Commonwealth.
The term “Fiscal Year” or “FY” when followed by a year, refers to the Fiscal Year ended June 30th of that year. For example,
“Fiscal Year 2014” or “FY2014” refers to the Fiscal Year ending June 30, 2014.

Board of Education

Except during a period of distress following a declaration of financial distress by the Secretary of Education, as exists
currently and as described under the captions “Current Governance of the School District” and “School Reform Commission,” the
School District is governed by a Board of Education (“Board”), which consists of nine members appointed by the Mayor of the City
(“Mayor™) from a list of persons nominated by an Educational Nominating Panel established according to provisions set forth in the
Home Rule Charter. The Board is responsible for the administration, management and operation of the School District. Pursuant to
the Home Rule Charter: (i) members of the Board are appointed by the Mayor for four-year terms commencing on May 1st of the
year a Mayor’s term of office began; (ii) members serve no more than three full terms and the balance of an unexpired term; (iii)
members serve at the pleasure of the Mayor; and (iv) the Board, the Mayor and City Council are required to meet publicly at least
twice during the school year to discuss the administration, management, operations and finances of the School District in order to
develop and adopt their activities for the improvement and benefit of plans to coordinate public education in Philadelphia.

Specific duties of the Board include, among other things, formulation of educational policy, the adoption of the annual
operating budget, the capital budget and a capital program, the submission of an annual request to the Mayor and City Council for
authority to levy certain taxes, and the incurrence of indebtedness of the School District. The Board is to regularly monitor proposed
changes within the overall budget framework, including, for example, personnel transactions and contractual commitments.

Current Governance of the School District

In 1998 and 2001, the School Code was revised by the General Assembly to include criteria for a determination by the
Secretary of Education that a school district of the first class is distressed and the effects of such a determination. Pursuant to the
School Code, if the Secretary of Education declares a school district of the first class to be distressed, the powers and duties of the
Board shall be suspended, and a five-member school reform commission shall be appointed which shall thereafter exercise the
powers and duties of the Board.
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On December 21, 2001, then Governor Mark Schweiker and then Mayor John F. Street announced that they reached an
agreement which would establish a partnership between the Commonwealth and the City to address the School District’s financial
strain and academic needs. The School District was then declared financially distressed by the Secretary of Education, effective
December 22, 2001. A school reform commission (“School Reform Commission”) was established and members were appointed.
The School District is currently governed by the School Reform Commission. The School Code provides that the members of the
Board continue to serve during the time the School District is governed by the School Reform Commission, and that the
establishment of the School Reform Commission shall not interfere with the regular selection of the members of the Board. During
the tenure of the School Reform Commission, the Board will perform those duties, if any, delegated to it by the School Reform
Commission. As of the date hereof, the School Reform Commission has not delegated any duties to the Board.

References herein to all powers and duties of the Governing Body or actions taken by the Governing Body shall, unless
expressly stated otherwise, following the declaration of financial distress by the Secretary of Education and until rescinded, mean
the School Reform Commission, and at all other times shall mean the Board.

School Reform Commission

Powers of the School Reform Commission. During the period of financial distress, all of the powers and duties of the
Board granted under the School Code or any other law are suspended and all such powers and duties are vested in the School
Reform Commission. The School Reform Commission is responsible for the operation, management, and educational program of
the School District, including all financial matters relating to the School District.

In addition to the powers and duties vested in the Board, including the power to levy taxes and incur debt, the School
Reform Commission is vested with the following additional powers and duties under the School Code following a declaration of
and during a period of distress: (1) to suspend or dismiss the superintendent or any person acting in an equivalent capacity; (2) to
appoint such persons and other entities as needed to conduct fiscal and performance audits and other necessary analyses; (3) to enter
into agreements with persons and for-profit or nonprofit organizations to operate one or more schools; (4) to approve the
establishment of a charter school or the conversion of an existing school to a charter school pursuant and subject to the provisions of
the School Code; (5) to suspend or revoke the charter of a school pursuant to the provisions of the School Code; (6) to suspend the
requirements of the School Code and the regulations of the State Board of Education (subject to the provisions of the School Code
pertaining to charter schools); (7) to employ professional and senior management employees who do not hold state certification, if
the School Reform Commission has approved the qualifications of the individual and at a salary established by it; (8) to enter into
agreements with persons and for-profit or nonprofit organizations providing educational or other services to or for the School
District; (9) notwithstanding any other provisions of the School Code, to close or reconstitute a school, including the reassignment,
suspension or dismissal of professional employees; (10) to suspend professional employees without regard for specific provisions of
the School Code relating, among other things, to seniority; (11) to appoint managers, administrators and for-profit or nonprofit
organizations to oversee the operations of a school or group of schools; (12) to reallocate resources, amend school procedures,
develop achievement plans and implement testing or other evaluation procedures for educational purposes; (13) to supervise and
direct principals, teachers and administrators; (14) to negotiate any memoranda of understanding under a collective bargaining
agreement in existence on April 27, 1998; (15) to negotiate new collective bargaining agreements; (16) to delegate to a person,
including an employee of the School District, or a for-profit or nonprofit organization, powers it deems necessary to carry out the
purposes of Article VI (School Finances) of the School Code, subject to the supervision and direction of the School Reform
Commission; and (17) to employ, contract with or assign persons and for-profit or nonprofit organizations to review the financial
and educational programs of school buildings and make recommendations to the School Reform Commission regarding
improvements to the financial or educational programs of public schools.

Section 696 of the School Code also vests the School Reform Commission with the powers of a special board of control
granted under Section 693 of the School Code. A special board of control has the power to require a board of directors of a school
district, within sixty days of the day the special board of control assumes authority, to revise the school district’s budget for the
purpose of effecting such economies as it deems necessary to improve the school district’s financial condition as follows: (1) to
cancel or to renegotiate any contract other than teacher contracts to which the board or the school district is a party, if such
cancellation or renegotiation of contracts will effect needed economies in the operation of public schools; (2) to increase tax levies
in such amounts and at such times as is permitted by the School Code; (3) to appoint a special collector of delinquent taxes for the
school district who need not be a resident of the school district and who shall exercise all the rights and perform all the duties
imposed by law on tax collectors for school districts (however, the superseded tax collector shall not be entitled to any commissions
on the taxes garnished by the special collector of delinquent taxes); (4) to direct the special school auditors of the department or to
appoint a competent independent public accountant to audit the accounts of the distressed school district; (5) to dispense with the
services of such nonprofessional employees as in its judgment are not actually needed for the economical operation of the school
system; and (6) to suspend, in accordance with the provisions of Section 1124 of the School Code, such number of professional and
temporary professional employees as may be necessary to maintain a pupil-teacher ratio of not less than twenty-six pupils per
teacher for the combined elementary and secondary school enrollments. The use of the powers of the School Reform Commission
may be limited. See: SCHOOL DISTRICT LABOR RELATIONS herein for a description of a recent Commonwealth Court
decision affecting the use of such powers.

Collective Bargaining Agreements and Labor Relations. Pursuant to Section 696 of the School Code, and during any
period that the School District is subject to the School Reform Commission’s control, all school employees are prohibited from
conducting a strike. Any employee violating this provision will be subject to decertification.
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In addition, Section 696 of the School Code provides that no distressed school district shall be required to engage in
collective bargaining negotiations or enter into memoranda of understanding or other agreements regarding any of the following
issues: (i) contracts with third parties for the provision of goods and services including educational services or the potential impact
of such contracts on employees; (ii) decisions related to reductions in force; (iii) staffing patterns and assignments, class schedules,
academic calendars, places of instruction, pupil assessments and teacher preparation time; (iv) the use, continuation or expansion of
programs designated by the School Reform Commission as a pilot or experimental program; (v) the approval or designation of a
school as a charter or magnet school; or (vi) the use of technology to provide instructional or other services.

Section 696 further provides that a collective bargaining agreement for professional employees entered into after the
expiration of the agreement in effect on the date of the declaration of distress shall provide for the following: (i) a school day for
professional employees that is at least equal to the state average as determined by the Department of Education (“Department”) and
any extension resulting from this requirement will be used exclusively for student instructional time; (ii) the number of instructional
days will be at least equal to the state average number of instructional days; and (iii) the School Reform Commission shall not
increase compensation for employees solely to fulfill the preceding requirements concerning length and number of instructional
days.

Any provision in a contract in effect on the date of the declaration of distress that is in conflict with the provisions of
Section 696 of the School Code shall be discontinued in any new or renewed contract. Except as specifically provided in Section
696, nothing shall eliminate, supersede or preempt any provision of an existing collective bargaining agreement until the actual
expiration of the collective bargaining agreement unless otherwise authorized by law. Should a collective bargaining agreement in
effect on the date of the declaration of distress expire and a subsequent collective bargaining agreement fail to be ratified, the
School Reform Commission will establish a personnel salary schedule to be used until a new collective bargaining agreement is
ratified.

The current members of the School Reform Commission are:

Name Title Appointment Term Expires
Marjorie G. Neff Chair August 2014 (a) January 2017
William J. Green Commissioner January 2014 (b) January 2019
Feather O. Houstoun Commissioner May 2012 (b) January 2017
Farah Jimenez Commissioner January 2014 (b) January 2019
Sylvia P. Simms Commissioner January 2013 (a) January 2017

(a) Appointed by the Mayor. .
(b) Appointed by the Governor.

The School Reform Commission has established standing committees: the Finance Committee, chaired by Commissioner
Houstoun, the Charter Committee chaired by Commissioner Jimenez, and the Academics Committee chaired by Commissioner
Neff.

The following are brief resumes of the members of the School Reform Commission:

William J. Green, Commissioner. Mr. Green was appointed to the SRC by Governor Tom Corbett in January, 2014,
confirmed by the Senate and took the Oath of Office in February, 2014. Immediately prior to his appointment he served as City
Councilman At-Large from 2008-2014. In City Council his work focused on fiscal discipline, government accountability, the
application of technology, and improving the quality of life for city residents.

Prior to seeking public office, Bill Green established a successful career in the private sector. Before attending Auburn
University, Mr. Green traded options and futures in New York, London, and Amsterdam. He later obtained a law degree from the
University of Pennsylvania. In the years since, he has founded several businesses, represented top Fortune 500 companies and start-
ups as a corporate lawyer, and served as President of VistaScape Security Systems. He is Special Counsel at the law firm Dilworth
Paxson LLP.

Feather O. Houstoun, Commissioner. Ms. Houstoun is senior advisor to the Wyncote Foundation. Before joining the
Wyncote Foundation, she was president of the William Penn Foundation. Ms. Houstoun has extensive experience and a
distinguished career in the public sector where she has worked at every level of government, including serving as Pennsylvania's
Secretary of Public Welfare, Treasurer of the State of New Jersey, and chief financial officer of the Southeastern Pennsylvania
Transportation Authority. Ms. Houstoun is a regular columnist for Management Insights, a joint publication of Governing Magazine
and the Ash Institute of Democratic Governance at Harvard's Kennedy School of Government. Ms. Houstoun was also an executive
with AmeriChoice, and a senior visiting scholar at the University of Pennsylvania. Ms. Houstoun is a graduate of the University of
Avrizona and the University of Texas.

Farah Jimenez, Commissioner. Ms. Jimenez is the former President and CEO of the People's Emergency Center (“PEC”)
- a comprehensive social services agency that serves vulnerable and homeless families throughout West Philadelphia. Established in
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1972, PEC operates 240 housing units and five skills-based education centers offering Employment and Training; Parenting and
Early Childhood Education; Empowerment and Life Skills; Digital Inclusion and Technology; and Financial Opportunity. Before
arriving at PEC, Ms. Jimenez spent 13 years at the helm of Mt. Airy USA, a nonprofit community development corporation that led
the transformation of Mt. Airy's Germantown Avenue into a thriving dining and retail destination. Actively engaged in public
service, Ms. Jimenez serves on several nonprofit boards and committees. In 2010, Pennsylvania Secretary of Education Ronald
Tomalis appointed Ms. Jimenez to his Homeless Children's Education Task Force. A public school graduate, Ms. Jimenez earned
her bachelor's degree from the University of Pennsylvania in 1990 and her juris doctorate from the University of Pennsylvania Law
School in 1996.

Marjorie G. Neff, Chair. Ms. Neff is a career educator with 40 years experience. Most recently she served as the
Principal of the Julia R. Masterman School which is a special admissions School District school serving 1200 Philadelphia students
in grades 5-12. Prior to Masterman, she was the principal of Samuel Powel Elementary School in West Philadelphia. Powel serves
300 students in grades K-4. Ms. Neff began her career as a middle school teacher at Ada Lewis Middle School in Mt. Airy and later
taught learning disabled and emotionally disturbed students at Fulton School in Germantown. She also served as an Instructional
Support Teacher, providing instructional and technical support to Title | schools in West Philadelphia. Ms. Neff holds a
Superintendent’s Letter of Eligibility from St. Joseph’s University, and an Elementary Principal’s Certification and Special
Education Supervisor’s Certification from Temple University. She received her master of education degree from Temple and a
bachelor of arts degree from Westminster College.

Sylvia P. Simms, Commissioner. Ms. Simms has dedicated her life to helping Philadelphia’s children through sustained
parental advocacy, voicing concerns regarding education equity and volunteer service. In 2009, she founded “PARENT POWER,” a
family driven organization focused on protecting the rights of young people and eliminating the academic achievement gap in
Philadelphia’s schools. Presently, Ms. Simms works for the Comcast Corporation and the Urban Affairs Coalition as Outreach
Project Coordinator for Broadband Adoption which seeks to expand digital access to underserved communities in Philadelphia.
Prior to this position, she served as a bus attendant for students with disabilities for more than 15 years as a School District
employee. Ms. Simms has been honored by local community organizations for her long-lasting commitment to Philadelphia’s youth
and championing for passionate parental involvement at every level. She has sat on the Mayor’s Office of Community Service
Advisory Board, has represented the School District on the PA State and National Parent Advisory Council and most recently
served on the Superintendent Task Force that selected Dr. William R. Hite, Jr. as the Superintendent for Philadelphia’s schools.

Senior Management and Administration

CEO/Superintendent of Schools. The Superintendent of Schools (“Superintendent”) is the chief executive officer of the
School District and is responsible for the administration and operation of the public school system and the supervision of all matters
subject to the policies and directions of the Governing Body. The Superintendent identifies goals and develops policies relating to
the operation of the School District, submits such policies to the Governing Body with recommendations for their adoption, and
coordinates the implementation of immediate and long-range strategies to achieve the objectives of those adopted. The
Superintendent is accountable for ensuring fiscal responsibility and the effective and equitable allocation of all School District
resources. The Superintendent submits reports showing the financial condition of the School District and the annual School District
budget, including periodic updates to the Governing Body. The Superintendent supervises the work of the School District’s
leadership — Chief Academic Support Officer, Chief Financial Officer, Chief Operating Officer, the Chief Information Officer,
Chief Talent Officer and the Chief of Student Support Services. The Superintendent represents the School District before the
media, government officials, community organizations and other stakeholders. According to the Home Rule Charter and the School
Code, the Superintendent is the Treasurer and Secretary of the Governing Body.

Deputy Superintendent of Schools. The Deputy Superintendent serves as the second line officer to the Superintendent
managing the School District’s day-to-day operations and providing assistance in the implementation and administration of all
School District functions. The Deputy Superintendent oversees and directs the activities of the Chiefs of Academic Support,
Student Support Services, Finance, Operations, Information and Talent. The Deputy Superintendent also ensures compliance with
and effective implementation of all administrative policies as authorized by the Governing Body.

Chief Academic Support Officer. The Chief Academic Support Officer reports directly to the Superintendent and is
responsible for establishing and meeting academic standards, developing instructional resources and constructing best-in-class
educational offerings that address the needs of all of the District’s students. The Chief Academic Support Officer manages the
following offices within the District:, Curriculum, Instruction and Assessment, Special Education, Multilingual Curriculum and
Programs, Career and Technical Education, Early Childhood Education, School Scheduling and Organization, and College
Readiness.

Chief Financial Officer. The Chief Financial Officer (“CFO”) determines, defines and implements procedures and
policies for achieving the financial and operational goals, objectives and priorities of the School District. The CFO develops short
and long-range strategic plans for School District budgets and fiscal stability and evaluates the efficiency and effectiveness of the
School District’s financial and operations activities. The CFO is responsible for the preparation and implementation of the School
District’s operating and categorical budgets and the five-year plan. The CFO also oversees and directs Accounting Services and
Audit Coordination, Financial Services and Management and Budget. Together with the Superintendent, the CFO articulates the
School District’s position on a variety of issues to government officials, community groups and other stakeholders and confers with
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representatives of corporations, government agencies, legal authorities and the public with regard to the School District’s financial
services and operations.

General Counsel. The General Counsel reports directly to the School Reform Commission. The General Counsel
oversees the Office of General Counsel (“OGC”) and is responsible for providing, in an efficient and timely manner, legal advice
and representation on litigation (i.e., torts, civil rights, labor and employment and commercial) and transactional matters affecting
the School District. The OGC is responsible for providing legal services to the Superintendent, all School District organizational
and departmental units, the 1U and the School Reform Commission. The General Counsel also serves as Assistant Secretary to the
Governing Body.

Certain Officials of the School District
The following sets forth brief resumes of certain officials that represent the current management structure of the School

District:

Dr. William R. Hite, Jr. Superintendent of Schools. Dr. Hite was named Superintendent by the School Reform
Commission on June 29, 2012 and assumed his responsibilities as Superintendent and the Executive Director of the Intermediate
Unit, the week of September 17, 2012.

From April 3, 2009, until joining the School District, Dr. Hite was the superintendent of Prince George’s County Public
Schools (“PGCPS”), Maryland’s second largest school system, and the eighteenth largest in the nation with 135,000 students, 200
schools, and a budget of $1.6 billion. Dr. Hite served as interim superintendent from December 2008, and as the deputy
superintendent from June 2006. Dr. Hite has led major efforts resulting in increased student achievement, significant improvements
in teaching and learning, and school improvement status. This included work on the Intensive Support and Intervention Schools
model that provided significant support to schools most in need based on student and school performance indicators, as well as
work in partnership with the Institute for Learning at the University of Pittsburgh, which focused on improving the capacity of
teachers and administrators to strengthen the teaching and learning process. Most recently, he oversaw a major reorganization of
PGCPS’s regions into zones to reduce costs and provide greater support to schools, and developed systems that measure central
leadership effectiveness against student and school performance. Before joining PGCPS, Dr. Hite served as area assistant
superintendent for the Cobb County School District in Atlanta, Georgia. In this role, he supervised 15 high school, middle school
and elementary school principals and was responsible for the instructional program for more than 18,000 students. Dr. Hite has also
served as director of middle school instruction for the Henrico County Public School System in Richmond, Virginia, and was an
urban middle and high school principal.

Dr. Hite holds a master’s degree in Educational Leadership from the University of Virginia, and a bachelor’s degree and
doctorate in Educational Leadership from Virginia Tech University.

Paul Kihn, Deputy Superintendent. Mr. Kihn, assumed his responsibilities as Deputy Superintendent during the week of
September 17, 2012. Previously, he was a principal in McKinsey & Company, and a member of the global consulting firm’s
Education Practice, whose specialty includes education systems strategy and transformation, school system and portfolio
management, and teacher and school leadership effectiveness, serving federal, state and local public education systems in the
United States and abroad. Before joining McKinsey, Mr. Kihn worked in the New York City public school system as an English
teacher, and later a middle school administrator. He also taught in Ireland and South Africa. Mr. Kihn has also served as the
Education Unit Coordinator for the Center for Alternative Sentencing and Employment Services in New York City, a non-profit
organization that served as an alternative to incarceration for at-risk youth. Mr. Kihn has published several books and articles on
education and reform efforts which include Deliverology 101: A Field Guide for Educational Leaders published in 2010.

Mr. Kihn holds a master of business administration degree in Management and Social Enterprise and a master of
education degree in Educational Administration, both from Columbia University, a master of philosophy degree in History of
Education from the University of Cape Town and a bachelor of arts degree from Yale University.

Donyall Dickey, Chief Academic Support Officer. Mr. Dickey assumed his role as Chief Academic Support Officer
on July 1, 2014. Previously, he served the needs of children as a third grade teacher, high school English teacher, and principal in
Maryland public schools. After a year in the School District as Assistant Superintendent of the West Philadelphia region, he was
promoted to Chief of Academics where he now leads academic programming for the School District.

Mr. Dickey, a native of Houston, Texas, is a graduate of the University of Texas at Austin. He is also a graduate of
Loyola University in Maryland where he earned a Masters in School Administration and Supervision, and he expects to graduate in
May 2015 from the George Washington University Educational Leadership & Policy doctoral program in Washington, DC.

Matthew E. Stanski, Chief Financial Officer. Mr. Stanski has served as Chief Financial Officer since November 2012.
Mr. Stanski came to the District from PGCPS where he served as the chief financial executive for four years. He also worked as the
school system’s budget director and director of fiscal compliance. During his tenure at PGCPS, he implemented new strategies,
eliminated operating deficits and corrected audit findings. Under his leadership, the school system received the Distinguished
Budget Presentation Award from the Government Finance Officers Association for three consecutive years and special recognition
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for its performance measures in the fiscal year 2012 budget document. A graduate of Michigan State University, Mr. Stanski holds
a bachelor’s degree in Political Science and master’s degree in Public Policy and Administration.

Michael A. Davis, General Counsel. Mr. Davis has served as the General Counsel since July 6, 2010 and brings to this
position more than thirty years’ experience across a broad spectrum of the profession, including service as Chief Counsel of the
Commonwealth of Pennsylvania’s Department of Education from 1980 through 1983, and as General Counsel and Vice President
for Legal, Human Resources and Compliance for Wordsworth Academy from 2002 through 2009. With facilities in Philadelphia,
Fort Washington and Harrisburg, Wordsworth provides behavioral health, child welfare, and special education services for children
and adolescents. Mr. Davis was also an associate and later a partner at the Philadelphia law firm of Blank Rome, LLP from 1977 to
1980 and from 1983 to 1988, respectively, specializing in management-labor relations and employment law and litigation. From
1988 through 2002, Mr. Davis held the positions of Senior Counsel, Employment Litigation and later Chief Counsel and Vice
President for Legal, Government Affairs and Compliance for Intracorp, a subsidiary of CIGNA Corporation. He has also provided
services on a volunteer basis to Nu-Juice Foundation, which offers consulting and program development services to schools,
government, community-based organizations and non-profits to enable youth from underserved areas to compete in higher
education and in the workplace.

Mr. Davis holds a juris doctor from Harvard University Law School and a bachelor of arts degree from Haverford College.

SCHOOL DISTRICT DEBT
Outstanding Debt

As of February 1, 2015, the School District’s outstanding general obligation bond and lease rental indebtedness was in the
principal amount of $3,103,194,642. The School District has never defaulted in the payment of debt service on any of its bonds,
notes, or lease rental obligations.

Debt Practices

The Local Government Unit Debt Act (the “Debt Act” or the “Act”) which governs all debt incurrence by the School
District, includes requirements that local governmental units, including the School District, establish serial maturities or sinking
fund installments for each bond issue that achieve, as nearly as practicable, level debt service within an issue or overall level debt
service within a particular classification of debt. For purposes of this requirement, general obligation and lease-rental debt are
treated as a single classification.

Tax and Revenue Anticipation Notes

The School District in 28 of the last 30 fiscal years, has issued tax and revenue anticipation notes pursuant to the Debt Act
to relieve temporary cyclical cash flow deficiencies. Such tax and revenue anticipation notes are required under the Debt Act to be
paid in the fiscal year in which they are issued and are not considered “debt” for purposes of determining the School District’s debt
limits and borrowing capacity. Due to advances by the Commonwealth of portions of installments of basic education subsidies
payable in Fiscal Year 2001 and Fiscal Year 2002, the School District did not issue tax and revenue anticipation notes for those
fiscal years. On July 2, 2013 and on July 3, 2014, respectively, the School District issued $150.0 million of Tax and Revenue
Anticipation Notes (“2014 Notes”) and $300.0 million of Tax and Revenue Anticipation Notes (the “FY2015 Notes”), in direct
purchase transactions with financial institutions. The 2014 Notes were paid in full on June 30, 2014. The balance of the School
District’s cash flow needs for those fiscal years were and are met through advances of the School District’s basic education subsidy
payments. The FY2015 Notes mature on June 30, 2015.

General Obligation Debt

Fixed Rate. The School District has covenanted to make daily deposits of local tax revenues collected on behalf of the
School District by the Department of Revenue of the City to each sinking fund established for each of its outstanding fixed rate
general obligation bond issues. The General Obligation and General Obligation Refunding Bonds, Series A, B, C, and D of 2015 to
be issued by the School District (“2015 General Obligation Bonds”) will have the benefit of the daily deposit covenant. As of
February 1, 2015, the aggregate principal amount of fixed rate debt outstanding, including Qualified Zone Academy Bonds and
Qualified School Construction Bonds described below, was $1,631,639,643.

Variable Rate. The School District has issued a portion of its debt as variable rate obligations, including the General
Obligation Refunding Bonds, Series 2009C Bonds (“2009 C Bonds™), the General Obligation Refunding Bonds, Series F of 2010
(“2010 F Bonds™), Series G of 2010 (“2010G Bonds”) and Series H of 2010 (“2010H Bonds™). The 2009C Bonds, the 2010F
Bonds, the 2010G Bonds, and the 2010H Bonds were issued by the School District as multi-modal obligations, initially bearing
interest in the Weekly Mode. In the Weekly Mode, the 2009C Bonds,the 2010F Bonds, the 2010G Bonds, and the 2010H Bonds
bear interest at variable rates, determined weekly on each Wednesday, effective, Thursday. Interest is payable monthly, on the first
Business Day of each month. While the 2009C Bonds, the 2010F Bonds, the 2010G Bonds, and the 2010H Bonds are in the
Weekly Mode, they are subject to optional and mandatory tender under certain circumstances and payments of principal and
interest, and the purchase price of the 2009C, 2010F, 2010G, and 2010H Bonds when tendered for purchase, are enhanced by credit
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facilities provided by one or more banks or financial institutions. Under the respective credit facilities, such credit facilities are
drawn upon to make payment and the School District is required to reimburse the provider of the respective credit facility for the
amounts drawn subject to the terms of each reimbursement agreement governing each respective credit facility. As contained in the
bond resolution for the 2009C Bonds, the 2010F Bonds, the 2010G Bonds and the 2010H Bonds, the School District is required to
deposit monthly into the sinking funds created for the 2009C Bonds, the 2010F Bonds, the 2010G Bonds, and the 2010H Bonds,
not later than 15 days prior to the first day of the next succeeding calendar month, the amount necessary to pay the interest due on
the 2009C Bonds, the 2010F Bonds, the 2010G Bonds, and the 2010H Bonds through the last day of the next succeeding calendar
month (calculated at per annum rates equal to the interest rates then borne by the 2009C Bonds, the 2010F Bonds, the 2010G
Bonds, and the 2010H Bonds plus 1.50). Such amount is to be used to reimburse the respective credit facility provider for interest
paid from a draw on the credit facility (or to pay the interest on the 2009C Bonds, the 2010F Bonds, the 2010G Bonds, and the
2010H Bonds if a credit facility draw is not honored by a credit facility provider.) The bond resolutions for the 2009C Bonds, the
2010F Bonds, the 2010G Bonds, and the 2010H Bonds also require the School District to deposit into the sinking funds, in equal
monthly installments not later than 15 days prior to the next succeeding payment or mandatory redemption date for principal on the
2009C Bonds, the 2010F Bonds, the 2010G Bonds, and the 2010H Bonds, the principal of the 2009C Bonds, the 2010F Bonds, the
2010G Bonds, and the 2010H Bonds maturing or subject to mandatory redemption on the next succeeding principal payment date.
Such amount is used to reimburse the respective credit facility provider for a draw on the credit facility for principal (or to pay the
principal on the 2009C Bonds, the 2010F Bonds, the 2010G Bonds, and the 2010H Bonds if a credit facility draw is not honored by
a credit facility provider.) As of February 1, 2015, the aggregate principal amount of variable rate debt outstanding is
$348,875,000. The Debt Policy adopted by the School Reform Commission on February 18, 2009 (“Debt Policy”), limits the
amount of unhedged variable rate debt the School District may issue and have outstanding, to 20% of its total outstanding debt. As
of February 1, 2015, the variable rate debt outstanding equaled 11.2% of the School District’s outstanding debt.

The sinking funds established for the 2009C, 2010F, 2010G Bonds, and 2010H Bonds are not entitled to and do not
receive daily deposits of local tax revenues.

Qualified Zone Academy Bonds. Qualified Zone Academy Bonds (or “QZABs”) are general obligation bonds and are
entitled to the benefit of the daily deposit covenant. The Commonwealth receives an allocation each year of the amount of QZABs
permitted to be issued within the Commonwealth which it, in turn, grants to local school districts pursuant to an application process.
QZABs may be purchased only by qualified purchasers and provide the qualified purchasers with a federal tax credit under the
Internal Revenue Code of 1986, as amended. The School District has four outstanding issues of general obligation bonds which are
QZAB:s in the aggregate principal amount of $40,854,617 as of February 1, 2015.

Qualified School Construction Bonds. Qualified School Construction Bonds (or “QSCBs”) are general obligation bonds
and are entitled to the benefit of the daily deposit covenant. The School District issued $144,625,000 of Federally Taxable Direct
Subsidy QSCBs on November 23, 2011 based upon the 2009 QSCB allocation VVolume Cap issued by the Secretary of the Treasury.
The aggregate principal amount outstanding on the QSCBs is $144,590,000 as of February 1, 2015.

Lease Rental Debt

The School District has also financed a portion of its Capital Improvement Program through the incurrence of lease rental
debt under the Debt Act. In August of 2003, the School District incurred $588,140,000 of lease rental debt through the issuance of
bonds (the “2003 Bonds”) by the Pennsylvania State Public School Building Authority (the “Authority.”) The sublease agreement
securing payment of the 2003 Bonds is an instrument evidencing such lease rental debt (the “Sublease Agreement.”) The School
District also entered into an Intercept Agreement (the “Intercept Agreement”) with the Treasurer of the Commonwealth (“State
Treasurer™), acknowledged by the Pennsylvania Department of Education and the Trustee, in order to provide for Base Rental
Payments due under the Sublease Agreement to be made directly to the Trustee from Commonwealth appropriations.

In December 2006, the School District incurred lease rental debt through the issuance of bonds (the “2006 A Bonds” and
the “2006 B Bonds” collectively the “2006 Bonds”), by the Authority in two series in the aggregate principal amount of
$862,695,000. The Sublease Agreement was amended to continue to secure payment of the 2003 Bonds which were not refunded
and to secure payment of the 2006A Bonds and the 2006B Bonds. The 2006A Bonds were issued in the amount of $317,125,000 to
finance portions of the School District’s Capital Improvement Program. The 2006B Bonds were issued in the amount of
$545,570,000 to, inter alia, advance refund a portion of the 2003 Bonds. In connection with the issuance of the 2006 A Bonds and
the 2006B Bonds, the Intercept Agreement was amended to provide for payment of Base Rental Payments to become due under the
Sublease Agreement with respect to the 2003 Bonds which were not refunded by the 2006 A Bonds and the 2006B Bonds.

In November 2012, the School District incurred lease rental debt through the issuance of bonds (the “2012 Bonds”), by
the Authority in the principal amount of $264,995,000 to finance the acquisition of a leasehold interest in certain real estate,
including the buildings, fixtures, improvements, furnishings and equipment thereon in order to provide the School District with
funds to pay certain operating expenses of the School District. In connection with the issuance of the 2012 Bonds, the Sublease was
further supplemented to provide for Base Rental Payments with respect to the 2012 Bonds and the Intercept Agreement amended so
that Base Rental Payments to become due under the Sublease Agreement with respect to the 2012 Bonds are made directly to the
Trustee from Commonwealth appropriations due to the School District.

As of February 1, 2015, the aggregate principal amount outstanding of lease rental debt is $1,122,680,000.
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The proposed Authority’s School Lease Revenue Refunding Bonds (The School District of Philadelphia Project), Series
2015A (the “2015 SPSBA Bonds”) will constitute lease rental debt being issued to refund a portion of the 2006A Bonds. In
connection with the issuance of the 2015 SPSBA Bonds, the Sublease is being amended to reflect the Base Rental Payments to
become due under the Sublease with respect to the 2015 SPSBA Bonds and the Intercept Agreement is being amended so that it will
provide for the Base Rental Payments with respect to the 2015 SPSBA Bonds. Payments under the Intercept Agreement are made
directly to the Trustee by the State Treasurer from Commonwealth appropriations due to the School District.

Letter of Credit Agreements - Variable Rate Bonds

The School District has entered into letter of credit reimbursement agreements relating to the outstanding variable rate
bonds of the School District as provided in the following table:

Bond Series Provider Agreement Par Amount Term
2009 Series C TD Bank, N.A. Letter of Credit $ 49,200,000 January 2, 2017
2010 Series F Barclays Bank PLC Letter of Credit $150,000,000 January 2, 2017
2010 Series G PNC Bank, N.A. Letter of Credit $75,000,000 January 2, 2017
2010 Series H Royal Bank of Canada Letter of Credit $75,000,000 January 2, 2017

Each of the letters of credit was issued by the respective bank pursuant to a reimbursement agreement between the
applicable bank and the School District. Under the reimbursement agreement with TD Bank, N.A., unreimbursed drawings on the
letter of credit representing liquidity drawings and term loans, assuming no event of default under the reimbursement agreement, are
repayable in full by the School District on the earliest of: (i) the third anniversary of the date of the liquidity drawing, (ii) the third
anniversary of the termination date of the letter of credit, (iii) the date that the letter of credit is replaced with another letter of credit
and (iv) the date that the letter of credit amount is permanently reduced to zero or the letter of credit is otherwise terminated prior to
its termination date. Under the reimbursement agreement with Barclays Bank PLC, unreimbursed drawings under the letter of
credit representing liquidity drawings, assuming no event of default under the reimbursement agreement, are repayable by the
School District on the earliest of: (i) the third anniversary of the dated of the liquidity drawing, (ii) the third anniversary of the
termination date of the letter of credit, (iii) the date that the letter of credit is replaced with another letter of credit, (iv) the date the
bonds purchased with the liquidity drawing are redeemed, defeased, prepaid or cancelled; (v) the date on which any bonds
purchased with funds provided by the letter of credit are remarketed; and (vi) the date on which the bonds are converted to a mode
other than a weekly mode. Under the reimbursement agreement with PNC Bank, N.A., unreimbursed drawings on the letter of
credit representing liquidity drawings, assuming no event of default under the reimbursement agreement, are repayable by the
School District on the earliest of: (i) the third anniversary of the date of the liquidity drawing, (ii) the third anniversary of the
termination date of the letter of credit, (iii) the date that the letter of credit is replaced with another letter of credit, (iv) the date the
bonds purchased with the liquidity drawing are redeemed, defeased, accelerated prepaid or canceled, (v) the date on which any
bonds purchased with funds provided by the letter of credit are remarketed; (vi) the date on which the bonds are converted to a fixed
rate mode; and (vii) the sixth (6" anniversary of the date of issuance of the letter of credit. Under the reimbursement agreement
with Royal Bank of Canada, unreimbursed drawings on the letter of credit representing liquidity drawings, assuming no event of
default under the reimbursement agreement, are repayable by the School District on the earliest of: (i) the third anniversary of the
date of the liquidity drawing, (ii) the third anniversary of the termination date of the letter of credit, (iii) the date that the letter of
credit is replaced with another letter of credit, (iv) the date the bonds purchased with the liquidity drawing are redeemed, defeased,
accelerated, prepaid or canceled, (v) the date on which any bonds purchased with funds provided by the letter of credit are
remarketed; (vi) the date on which the bonds are converted to a fixed rate mode; and (vii) the sixth (6™) anniversary of the date of
issuance of the letter of credit. Absent an event of default under the respective reimbursement agreement, unreimbursed liquidity
drawings owing to TD Bank, N.A. are repayable in equal semi-annual installments, commencing on the earlier of: (i) ninety (90)
days after the date of the related liquidity drawing; or (ii) the termination date of the letter of credit and payable on each six (6)
month anniversary thereafter; unreimbursed liquidity drawings owing to Barclays Bank PLC are repayable in six equal semi-annual
installments, commencing on the one hundred eightieth day following the date of the related liquidity drawing; unreimbursed
liquidity drawings owing to PNC Bank, N.A. are repayable in six equal semi-annual installments, commencing six months after the
date of the related liquidity drawing; and unreimbursed liquidity drawings owing to Royal Bank of Canada are repayable in twelve
(12) equal quarterly installments, commencing on the earlier of the ninetieth (90 day after the date of such liquidity drawing or
the stated expiration date of the letter of credit; in each case, unless sooner repayable as described above.

Under each reimbursement agreement, drawings on the respective letter of credit for principal and interest are to be
reimbursed by the School District on each date of drawing by such bank on the letter of credit. If an event of default (as defined in
each respective reimbursement agreement) occurs the respective bank may (except as to bankruptcy or insolvency where the bank
shall) (i) declare all amounts due under the respective reimbursement agreement to be immediately due and payable; (ii) notify the
Fiscal Agent that an event of default has occurred and direct the Fiscal Agent to (a) call the respective bonds for mandatory tender
for purchase or (b) call the respective bonds for mandatory redemption; (iii) exercise any rights or remedies available to the bank as
the holder of the respective bonds, and/or (iv) proceed to enforce all other rights and remedies available to the bank under
applicable laws.
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Interest Rate Management Plan

General. The School District is authorized, under amendments to the Debt Act enacted in September of 2003, to enter into
“qualified interest rate management agreements,” which term is defined as agreements determined in the judgment of the School
District to be designed to manage interest rate risk or interest costs of the School District on any debt which the School District is
authorized to incur under the Debt Act. The School District has, heretofore, entered into various swaps of which only the basis
swaps, described herein, remain outstanding. Such qualified interest rate management agreements may include swaps, interest rate
caps, collars, corridors, ceiling and floor agreements, forward agreements, float agreements and other similar financing
arrangements.

The Debt Act requires that, prior to entering a qualified interest rate management agreement, the School District must
adopt a written interest rate management plan (“Interest Rate Management Plan”) prepared or reviewed by an independent financial
advisor, which includes: (i) schedules of all outstanding debt of the School District and all outstanding qualified interest rate
management agreements, including outstanding debt service and estimated and maximum periodic scheduled payments of all
outstanding qualified interest rate management agreements; (ii) a schedule of all consulting, advisory, brokerage or similar fees paid
or payable by the School District in connection with the qualified interest rate management agreement and of all such fees and
finder’s fees, if any, paid or payable by any other party in connection with qualified interest rate management agreements; (iii)
analyses of the interest rate risk, basis risk, termination risk, credit risk, market-access risk, and other risks of entering into such
agreements and of the net payments due for all debt outstanding and for all qualified interest rate management agreements; and (iv)
the School District’s plan to monitor interest rate risk, basis risk, termination risk, credit risk, market-access risk, and other risks.
Monitoring requires valuation of the market or termination value of all outstanding qualified interest rate management agreements.

The Interest Rate Management Plan. The School District adopted its Interest Rate Management Plan pursuant to a
resolution of the School Reform Commission, authorized on February 2, 2004, and supplemented the Interest Rate Management
Plan on March 24, 2004, May 26, 2004, May 25, 2005, October 6, 2005, November 15, 2006, November 21, 2006, April 23, 2008,
April 6, 2010, January 3, 2011 and September 2, 2011. The Interest Rate Management Plan, as supplemented, was prepared by the
School District’s independent financial advisors within the meaning of the Debt Act.

The Interest Rate Management Plan states, in pertinent part, that derivatives are appropriate interest rate management
tools that can assist the School District in managing its interest rate risk or interest cost. If and when properly used, these
instruments can increase the School District’s financial flexibility, provide opportunities for interest rate savings or enhanced
investment vyields, and help the School District manage its balance sheet through better matching of assets and liabilities.
Derivatives may not be used for speculative purposes.

The Interest Rate Management Plan also provides that the School District will only utilize derivatives if it is determined
that the proposed transaction will be designed to manage interest rate risk or interest cost to the School District on any debt that the
School District is authorized to incur, and:

(1) Optimize capital structure including the schedule of debt service payments and/or fixed versus variable rate
allocations;
(2) Achieve appropriate asset/liability match;
(3) Reduce risk, including:
. Interest rate risk;
. Tax risk; or
. Liquidity renewal risk;
(4) Provide greater financial flexibility;
(5) Generate interest rate savings;
(6) Enhance investment yields; or
(7) Manage exposure to changing markets in advance of anticipated bond issuances (through the use of anticipatory
hedging instruments).

The Interest Rate Management Plan further provides that the School District will seek to maximize the benefits and
minimize the risks of derivative instruments by actively managing its derivative program. The School District engages an
independent swap monitoring firm to assist in the monitoring of market conditions. The independent swap monitor provides
monthly reports, including the Mark to Market (“MTM?”) values of any outstanding swaps. Active management shall include:

(a) Early termination;

(b) Shortening or lengthening the term;
(c) Sale or purchase of options; or

(d) Utilization of basis swaps.

The Interest Rate Management Plan requires monitoring reports that include, among other things, the valuation of all
outstanding qualified interest rate management agreements to be delivered by the Chief Financial Officer to the School Reform
Commission at least quarterly. The reports must include the following:
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(i) A description of all outstanding qualified interest rate management agreements, including bond series, type of
derivatives, rates paid and received by the School District, total notional amount, forward start dates, average life of
each swap agreement, remaining term of each derivative, and option terms;

(i)  Description of all material changes to qualified interest rate management agreements or new qualified interest rate
management agreements entered into by the School District since the last report;

(iii) Market value including termination exposure of each of the School District’s qualified interest rate management
agreements;

(iv) The credit rating of each counterparty and credit enhancer, if any, insuring qualified interest rate management
agreement payments;

(v) Information concerning any default by a counterparty, including, but not limited to, the financial impact, if any, to
the School District;

(vi) Information concerning any default by the School District to any counterparty, if applicable;

(vii) Summary of qualified interest rate management agreements that were terminated or that have expired and the
financial impact there from since the last report;

(viii)For a qualified interest rate management agreement entered into to generate debt service savings, calculation on an
annual basis of the actual debt requirements compared to the projected debt service on the swap transaction at the
original time of execution. The calculation shall include a determination of the cumulative actual savings (or, if
applicable, additional payments made by the School District) compared to the projected or expected savings at the
time the swap was executed; and

(ix) The status of any collateral related to any swap transaction including, the type and amount of collateral, the market
value of that collateral and the identity of the custodian.

The Debt Policy stipulates that the School District will limit the notional amount of its outstanding swaps to not more than
45.0% of the total outstanding long-term debt. At the present time, the School District’s notional amount of outstanding swaps, all
of which are the basis swaps described below, totals 16% of its total outstanding debt.

Basis Swaps. By Resolution of the School Reform Commission adopted on November 15, 2006, the School District was
authorized to enter into one or more basis swaps related to a portion of the outstanding lease rental debt associated with the 2003
Bonds and any lease rental debt incurred by the School District in connection with the partial refunding of the 2003 Bonds.

On November 21, 2006, the School District entered into two basis swaps related to a portion of the lease rental debt
associated with the 2003 Bonds and all or a portion of the lease rental debt to be incurred by the School District in connection with
the partial refunding of the 2003 Bonds, for the purpose of managing interest costs of the School District, that provide for periodic
payments at a floating rate by the School District in exchange for an upfront cash payment and periodic scheduled payments at a
floating rate and fixed spread by counterparties on the notional amount of $500 million (the “2006 Basis Swaps”). As of January
30, 2015, the mark to market value for the 2006 Basis Swaps is ($11,476,404).

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

The School District purchased swap insurance insuring periodic scheduled payments, but not termination payments, for
the 2006 Basis Swaps.

Under the Debt Act, if a school district fails to provide for the payment of periodic scheduled payments under a qualified
interest rate management agreement, the school district shall notify the Secretary of Education and the Secretary of Education shall
notify the Department of Community and Economic Development. If the Secretary of Education finds that the amount due and
payable by the school district has not been paid, the Secretary of Education shall withhold, out of any state appropriation due to the
school district, an amount equal to the amount due pursuant to the qualified interest rate management agreement and shall pay over
the same so withheld to the party to whom the amount is due under the qualified interest rate management agreement. This
provision of the Debt Act is applicable with respect to periodic scheduled payments due from the School District under its qualified
interest rate management agreements.

Current Policy. The School District does not presently expect to enter into any further interest rate management agreements.
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Borrowing Capacity

THE SCHOOL DISTRICT OF PHILADELPHIA
Borrowing Base and Debt Limit Calculations
As of February 1, 2015

BORROWING BASE
Gross Revenues: General, Special Revenue
and Debt Service Fund for the years ended
June 30, 2012, 2013 and 2014
Less: Statutory exclusions
Net Revenues

Borrowing Base (average of net revenues for the
years ended June 30, 2012, 2013 and 2014)

DEBT LIMIT
Electoral Debt Limit
Electoral Debt Outstanding
Electoral Debt Capacity

Non-Electoral Debt Limit (100% of Borrowing Base)

Non Electoral Debt $1,973,099,649
Exclusion for Deficit/Term Bond Outstanding (_225,215,000)
Less: Non-Electoral Debt Outstanding
Non-Electoral Debt Capacity
Non-Electoral and Lease Rental Debt Limit (200% of Borrowing Base)
Non-Electoral Debt Outstanding $1,747,884,649
Lease Rental Debt Outstanding 1,122,680,000

Less: Non-Electoral Debt and Lease Rental Debt Outstanding

Non-Electoral and Lease Rental Borrowing Capacity

$8,510, 536,301
1,204,028,510
$7,306,507,791

$2,435,502,597

No Limit
$ 0

No Limit

$2,435,502,597

$1,747,884,649
$ 687,617,948

$4,871,005,194

$2,870,564,649

$2,000,440,545

CAPITAL IMPROVEMENT PROGRAM

Capital Budget and Capital Improvement Program. The Capital Improvement Program, detailing the School District’s
plan for the ensuing six years, as well as a capital budget detailing the expenditure requirements of the current fiscal year of the
Capital Improvement Program or CIP, must be adopted by the Governing Body not later than the date of the adoption of the
Proposed Operating Budget and follows the same procedures related to public hearings, as mandated by the Home Rule Charter.
Implementation of the capital budget is contingent upon the receipt of proceeds of debt obligations of the School District or other
funds made available for capital improvement purposes. On June 30, 2014, the School District adopted its FY2015 Capital Budget
and the Capital Improvement Program which totals approximately $938.2 million. The FY2015 Capital Budget of $166.3 million is
partially funded and includes: 38 active construction projects at 22 locations; $89.7 million in life-cycle replacements, such as
structural and facade restorations, electrical system upgrades, and roof replacements; and the design of 63 additional projects. The
CIP assumes the incurrence of $160 million of School District debt annually beginning in Fiscal Year 2015 through and including
Fiscal Year 2020.

Facilities Master Plan. The School District has, since September 2009, maintained a Facilities Master Plan (the “Facilities
Plan”) relating to the capital needs of the School District’s facilities and the School District. The purpose of the Facilities Plan is to
identify the capital needs for the facilities of the School District, including but not limited to new construction, major renovations,
alterations and improvements to existing facilities, emergency and code compliance requirements and equipment and technology
necessary for the operation of the School District. The Plan creates a framework to allow the School District to: 1) standardize grade
configuration to improve K-12 academic pathways, and programmatic offerings, and create predictable and manageable transition for
students, 2) reduce excess capacity through building closures, co-locations, termination of leases, and closure of annexes; and 3)
develop a plan that addresses deferred maintenance and educational adequacy. By action of the School Reform Commission, the
governing body of the School District, the Facilities Plan is revised and approved from time to time on no less than an annual basis.
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Facility Condition Assessments. As part of a two year operations strategic plan, the Office of Capital Programs has
undertaken a new comprehensive facility condition assessment (the last one was completed in 2004). Currently, facility-related
information from different School District departments is not consolidated to provide an overall assessment of each school’s
condition. In 2014, the School District implemented ARCHIBUS as the School District’s Facility Management Program. All facility
data is stored in ARCHIBUS including the data to be collected from the upcoming facility condition assessment.

The objective of the facility condition assessment is to engage a professional firm to accomplish the following:

e  Complete a comprehensive assessment of educational facilities owned and operated by the School District.

e  Calculate Facility Condition Index (FCI) Scores for buildings including FCI scores for individual systems.

e  Prioritize building systems based on need, observed deficiencies, remaining useful life, and classify each system based
on a recommended timeframe for when these systems should be replaced.

e Determine the District’s overall outstanding capital needs and a recommended annual capital plan to address deferred
maintenance.

e  Use data gathered from the FCI to develop a multiyear capital improvement plan beginning in FY 2017.

e  Create one central depository of data on critical building systems, life expectancy, and capital investments.

SCHOOL DISTRICT FINANCIAL PROCEDURES
Budgetary Process

The Home Rule Charter requires that the School District adopt an operating budget, a capital budget and a capital
improvement program in each fiscal year. The capital budget is prepared as part of a six-year capital improvement program, of
which the first year is the applicable budget for the current fiscal year. All proposed expenditures included in the Capital
Improvement Program require the School Reform Commission’s authorization on a project by project basis.

Operating Budget. The operating budget is comprised of the General Fund, the Intermediate Unit Fund and the Debt
Service Fund. In accordance with policies of the Governing Body, the process of developing the operating budget begins in October
of each year when program managers receive budget preparation instructions and the Superintendent provides a status report to the
Governing Body on the budget for the current fiscal year and multi-year projections before consideration is given to any changes in
the current educational program. See “CERTAIN FINANCIAL INFORMATION OF THE SCHOOL DISTRICT - Operating
Budget Revenues, Obligations and Changes in Fund Balances.” In November of each year, program managers receive budget
preparation materials and, within the framework of the policies and guidelines developed by the Governing Body and the
Superintendent, program administrators develop goals, objectives and priorities that are translated into budget requests referred to as
“Program and Activity Statements.” All such statements are further defined by items of expenditures referred to as “Object
Classes.” Completed budget requests are submitted to the Office of Management and Budget for review by the end of each
December. All approved requests are incorporated into the “Proposed Operating Budget.” The process and schedule described
above are based on a policy adopted by the Board of Education prior to the declaration of distress and are subject to modification by
the School Reform Commission.

During the first quarter of the calendar year and in consultation with the Governing Body, the Superintendent provides
status reports on the current fiscal year, the ensuing fiscal year and multi-year projections before and after giving consideration to
any changes in the current educational program of the School District. The Governing Body then must observe specific timing
requirements outlined in the Home Rule Charter as follows:

1. At least thirty days prior to the end of the current fiscal year, the budget must be adopted (no later than May 31st of each
year);

2. Atleast thirty days prior to adoption, public hearings must be held (no later than April 30th of each year); and

3. At least thirty days prior to public hearings, notice must be given of hearing dates, and copies of the Proposed Operating
Budget must be made available to all interested parties (no later than March 31st of each year.)

Budgets for Categorical Funds, including federal, state and private grants, the uses of which are restricted to the pursuit of
specific objectives of the legislative act under which funding is authorized or conditions set forth by the foundation or charitable
grantor, are not required to be submitted for adoption.

A lump sum statement of estimated receipts and expenditures for the current fiscal year and the ensuing fiscal year
(“Lump Sum Statement”) is submitted to the Mayor and the President of City Council on or before March 31 of each year. Since
the School District has limited taxing power, City Council must establish the rates and subjects of local taxation for school purposes
required to fund the estimated expenditures of the School District after taking into account, under current law, the estimated
revenues from the Commonwealth. If total estimated funds from all sources are insufficient to balance the budget, the Governing
Body must reduce anticipated expenditures to a level consistent with total available funds, as mandated by the Home Rule Charter.
The ensuing balanced budget becomes the adopted financial plan for the School District for the forthcoming fiscal year. Thereupon,
budgetary appropriations for all principal administrative units by Object Class of expenditure are finalized.
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Basis of Accounting

The accounting policies of the School District conform to generally accepted accounting principles for local governmental
units as prescribed by the Governmental Accounting Standards Board (“GASB”) and the American Institute of Certified Public
Accountants (AICPA) audit and accounting guide or otherwise “Audits of State and Local Governments.”

Basis of Reporting

The School District’s comprehensive annual financial report is prepared following guidelines recommended by the
Government Finance Officers of America (“GFOA.”) GFOA has awarded a Certificate of Achievement for Excellence in Financial
Reporting (“Certificate™) to the School District for its component unit financial reports for each fiscal year beginning in 1984
through 2013. The School District also received the Certificate of Excellence in Financial Reporting from the Association of
School Business Officials International for its annual financial reports for each Fiscal Year from 1985 to 2013. The School District
expects to file its applications for both certificates for Fiscal Year 2014. A government unit must publish an easily readable and
efficiently organized comprehensive annual financial report, the contents of which must conform to program standards. Such
reports must satisfy both generally accepted accounting principles and applicable legal requirements in order to be considered for
the Certificate. A Certificate is valid for a period of one year only.

Although the School District issues its own annual financial report, it is considered a component unit of the City for
financial reporting purposes only and is included in the City’s Comprehensive Annual Financial Report. The determination that the
School District is a component unit of the City is based on criteria developed by the National Council on Governmental Accounting
in its Statement 3, which was adopted by GASB.

Cash Management

As previously mentioned, the Superintendent serves as the Treasurer of the School District. For practical administration of
treasury functions, these responsibilities are delegated to the Chief Financial Officer, whose principal subordinate for this purpose is
the Deputy Chief Financial Officer, Financial Services.

All moneys of the School District are held separate and apart from the funds of any other entity, including the City. The
Deputy Chief Financial Officer, Financial Services accounts for all moneys received and disbursed by the School District and
develops twelve-month cash flow forecasts (updated monthly) based on adopted budgets and historical and projected receipts and
expenditure data. These forecasts form the basis for cash management activities during the fiscal year, including the forms and
sources of funding, temporary cash deficiencies and negotiating the best forms of investment of idle moneys consistent with legal
limitations. To facilitate cash management activities and related borrowing/investment programs, the School District established a
pooled cash account, as described below.

Pursuant to the School Code and resolutions of the Governing Body (“Investment Resolution™), all School District funds,
except sinking funds, shall be invested in United States Treasury bills, in short-term obligations of the United States Government or
its agencies or instrumentalities, in obligations of the United States Government or its agencies or instrumentalities backed by the
full faith and credit of the United States of America, in certain approved school and local government investment pools, and in
savings accounts and time deposits of financial institutions insured by the Federal Deposit Insurance Corporation (“FDIC”) which
are collateralized in amounts in excess of FDIC insurance in accordance with state law. Neither the School Code nor the Investment
Resolution permits the School District to use reverse repurchase agreements or other means to leverage its investment portfolio, nor
do they authorize the School District to invest in derivative products. The requirements for investment in United States government
securities (including collateralized repurchase agreements for the same) contained in the Investment Resolution conform to the
Guidelines for Municipal Investment in U.S. Government Securities issued by the Office of the Auditor General of the
Commonwealth. Investment of the School District’s sinking funds is governed by both the Debt Act and the resolutions authorizing
the issuance of the School District’s related bonds.

In 1994, the School District engaged in a comprehensive review of its cash management and short-term investment
practices to improve the School District’s working capital management and procurement of banking services, and to expand
investment options. Since that time, the School District has periodically engaged in supplemental reviews. The Investment
Resolution, adopted by the Board of Education in September of 1994, amended in December of 1995, and most recently amended
by the School Reform Commission in April of 2004, reflects an investment policy based on the recommendations of the initial and
supplemental reviews and amendments to the investment provisions of the School Code. The School District intends to continue
this review process and make formal adjustments to these policies as the Governing Body deems appropriate.

Pooled Cash Account. The School District maintains a Pooled Cash Account to facilitate cash management and
coordinated borrowing, investment and accounting activities. All funds that can be legally and practically combined are included in
the Pooled Cash Account. Proceeds of general obligation bonds issued for capital improvements and interest earnings thereon,
however, are deposited in the Capital Projects Fund (which is not included in the Pooled Cash Account.) The basic criteria to
properly effect the pooling of cash are: (a) that participating member funds’ equities are adequately identified and secured; and (b)
that a clear transactional audit trail is provided. Distribution of interest earnings is recorded to the credit of the participating member
funds on a selective basis. Receipts from member funds increase their equity in the account and disbursements on behalf of member
funds reduce their equity. Temporary deficit balances of member funds may exist, on occasion, but are permitted only if there is a
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reasonable assurance that at least an equal amount will be forthcoming shortly from the member’s sources of revenue to liquidate
the deficit balance.

Financial Control Procedures

The Governing Body is required to adopt an annual operating budget by principal administrative unit and by object class
of expenditure. Allocations are made from each principal administrative unit, e.g. Business and Financial Services, to programs
which represent a specific function, e.g., Chief Financial Officer, and then to activities which represent sub-functions, e.g.,
Accounting, Payroll, etc. These allocations are posted to an automated accounting system, which for selected transactions,
electronically compare encumbrances or expenditure documents to available funds and rejects those in excess of available funding.
Budgetary transactions are updated daily and are available on-line for each activity and to all program managers.

The Office of Management and Budget must review the allotment of personnel and verify the availability of funding. In
addition, the Governing Body is required to approve all personnel appointments and purchases of materials, supplies, books and
equipment in excess of $25,000. The School Code requires all individual contracts in excess of $100 to receive Governing Body
approval; however, the Governing Body delegated limited contracting authority up to $20,000 per activity to principals, area
academic officers and cabinet-level positions. The contracts are limited to professional services or the use of facilities and
associated costs in support of the instructional program. An Oversight Committee empowered by the Governing Body which is
comprised of central administrators meets weekly to review application for and approval of these limited contracts and reports
quarterly to the Governing Body.

The Office of Audit Services, the Governing Body’s designee to perform, among other things, pre- and post-audit
functions and which currently reports directly to the School Reform Commission, reviews payment vouchers for propriety before
any checks are issued or released.

The School Reform Commission, by resolution on November 15, 2006 and several subsequent resolutions, adopted and
expanded upon certain existing fiscal and budgetary policies to further enhance and strengthen internal and other financial controls
and fiscal responsibility within the School District. In addition to enhanced controls, the Chief Financial Officer, and his designees,
will continue to monitor expenditures and budget adjustments and report their findings to the Superintendent and the School Reform
Commission.

Tax Collection

Pursuant to the School Code and the Home Rule Charter, School District local taxes (except for the cigarette tax described
below) are collected by the City’s Department of Revenue, subject to the same collection procedures applicable to City taxes. Such
taxes collected by the City, but for the benefit of the School District, are wire-transferred on the business day collected by the City,
first, to the sinking funds established for each series of fixed rate general obligation bonds issued by the School District to fund
deposits currently required, then, to other School District-designated bank accounts. School District local taxes collected by the
Department of Revenue, even when held overnight by the City, are at all times the property of the School District.

The School Code requires that the Department of Revenue pay all school taxes when and as collected to or upon the order
of the School District and that a duplicate receipt for such taxes be filed with the City Controller, formally recognized as School
Auditor. Section 696 of the School Code expressly provides that, during a period of financial distress, all taxes collected on behalf
of the School District shall continue to be promptly paid to the Governing Body. The School Code further requires that the
Department of Revenue report the amount of school taxes collected on a monthly basis to the Governing Body and the City
Controller. A Standard Accounting Procedure of the City, adopted in 1961 and effective since that date requires that such
information be furnished to the School District on a daily basis.

School Auditor

The Home Rule Charter requires that the Office of the City Controller of the City of Philadelphia (“Office of the City
Controller”) performs an annual audit of the books of account, as well as financial records and transactions of the School District. The
City Controller, an independently elected local official, is required to appoint a Certified Public Accountant as deputy in charge of
auditing. Pursuant to these requirements, the Office of the City Controller conducted an independent audit of the School District’s
financial statements. The independent audit examined evidence supporting the amounts and disclosures contained in these financial
statements on a test basis; assessed the accounting principles used and significant estimates made by senior management; and
evaluated the overall presentation of these financial statements. The Office of the City Controller concluded that there was a
reasonable basis for rendering an unmodified opinion that the School District’s financial statements, for the Fiscal Year ended June
30, 2014, are fairly presented in conformity with accounting principles generally accepted in the United States. The Independent
Auditor’s Report is included as Appendix B hereto.

The City Controller has not participated in the preparation of this Appendix A nor in the preparation of the budget or
current estimates of the School District set forth herein, nor has the City Controller reported on any financial statements of the
School District included herein, other than the financial statements for the Fiscal Year ended June 30, 2014 that are attached hereto
as Appendix B. The opinion of the City Controller which is part of the financial statements attached hereto contains the following
language: “In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the government activities, the business-type activities, each major fund, and the aggregate remaining fund information of
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the School District, as of June 30, 2014, and the respective changes in financial position, and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the United States of America.” See Appendix
B — Note 1.E for a full description and the complete opinion. The City Controller expresses no opinion on any of the data contained
in this Appendix A relating to the School District.

Intergovernmental Cooperation

In recognition that schools throughout the Commonwealth of Pennsylvania, including the School District, faced long-term
funding challenges which can be better addressed by efforts at many levels of government, on June 9, 2011, the School Reform
Commission, the Commonwealth of Pennsylvania, Department of Education (“PDE”) and the City entered into a Memorandum of
Understanding (the “MOU”) under which the School District agreed to regularly provide to PDE and the City certain information as
to the finances, programs, facilities and educational priorities of the School District and to meet on an ongoing basis with
representatives thereof. The MOU has a stated term of five years.

On October 4, 2011, a second MOU was executed between the parties entitled “Governance Structure and Fiscal Working
Group.” As part of this supplemental agreement, the Mayor of the City and the Pennsylvania Secretary of Education announced the
appointment of Dr. Lori Shorr, currently the Chief Education Officer of the City and the Director of the Office of Public School
Family and Child Advocate, as an executive advisor to lend assistance to the School District and its Governing Body. Although the
term of the second MOU expired on June 30, 2012, Dr. Shorr continues to provide assistance.

THIS SPACE INTENTIONALLY LEFT BLANK.
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SOURCES OF SCHOOL DISTRICT REVENUE

In Fiscal Year 2015, the School District’s Operating Budget revenue is expected to be derived primarily from three
sources: (i) the Commonwealth, which represents approximately 52.8%; (ii) local, which represents approximately 46.7%; and (iii)
federal, which represents approximately 0.5%.

Commonwealth Subsidies

The General Assembly is required by the Pennsylvania Constitution to provide for and maintain a system of public
education, and for that purpose, makes subsidy payments to school districts located within and throughout the state. Commonwealth
education appropriations have been constitutionally mandated since 1874, but are subject to legislative changes in amounts and
funding formulae and to annual appropriation. Commonwealth education subsidies are included in the Commonwealth’s operating
budget each fiscal year. Total Commonwealth education subsidies to the School District increased annually in each Fiscal Year
from 1982 to 2011. Fiscal Year 2012 was the first year in over three decades in which education subsidies declined. There have
been modest increases in education subsidies in Fiscal Years 2013 through 2015.

The largest component of Commonwealth subsidies is the basic education funding allocation which the School District
can use for any costs attendant to the operation of the public school system.

In Fiscal Year 2014, the School District final revenues were $984.0 million from the basic education funding allocation (a
1.02% increase from Fiscal Year 2013). Other Commonwealth revenues included $127.5 million in special education funding (a
0.2% decrease from Fiscal Year 2013) and (ii) $170.1 million in other funding, most of which was a reimbursement for a portion of
pension costs. See “CERTAIN FINANCIAL INFORMATION OF THE SCHOOL DISTRICT- Operating Budget Revenues,
Obligations and Changes in Fund Balances - Fiscal Year 2014 Amended Budget and Fiscal Year 2015 Revised Budget.”

Pursuant to federal law, school districts are required to pay the full employer’s share of social security taxes directly to the
Federal government. The Commonwealth reimburses school districts, on a monthly basis, for a portion of such employer’s share.
With respect to contributions to the Public School Employee Retirement System (“PSERS”) school entities are required to pay
100% of the employer’s share of such contributions to PSERS. The Commonwealth makes quarterly payments to school districts to
reimburse each for a portion of retirement contributions made.

The School District is also eligible to receive a Commonwealth subsidy for a portion of the debt service on the School
District’s lease rental and general obligation debt related to capital projects which constitute eligible capital projects. The
Commonwealth also subsidizes the IU for special education programs, special education transportation, and non-public school
services. Advance funding for special education transportation is partially reimbursed to the Commonwealth in the subsequent
fiscal year. The School District annually reports total subsidy revenues net of this reimbursement in order to reflect the net
resources actually provided by the Commonwealth to finance operations.

While interest and principal payments for its fixed rate general obligation bonds are made from local tax revenues
deposited in the sinking funds under the daily deposit covenant made by the School District, Commonwealth education subsidies
due to the School District are required, pursuant to Section 633 of the School Code, to be paid directly to the sinking fund
depository for general obligation bonds to meet principal, sinking fund and interest payments on general obligation bonds if the
School District fails to deposit in each sinking fund an amount equal to such principal and interest 15 days prior to a scheduled
principal, sinking fund or interest payment date. While lease rental debt incurred to the State Public School Building Authority is a
general obligation of the School District, pursuant to an Intercept Agreement entered into in accordance with Section 785 of the
School Code, Base Rental Payments are paid directly by the State Treasurer from Commonwealth appropriations due to the School
District on the fifteenth day of the calendar month immediately preceding each debt service payment for the 2003 Bonds, the 2006 A
Bonds, the 2006B Bonds, the 2012 Bonds and the 2015 SPSBA Bonds. See “THE SCHOOL DISTRICT OF PHILADELPHIA -
Debt Practices” herein.
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The School District Of Philadelphia
Coverage Ratios Of Net Cash Received From
Commonwealth Subsidies To Debt Service Payments
Fiscal Years 2011-2015 (a)

(Dollar Amounts In Thousands)

Actual Estimated

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2011 2012 2013 2014 2015

Long-term Debt Service (including 210,749 164,823 257,084 271,150 273,733

State Public School Building

Authority)

Ratios 7.12 7.65 4.96 4.84 4.85

Long-term and Short-term Debt 646,141 628,083 761,024 396,944 575,964

Service (c)

Ratios 2.32 2.01 1.68 3.31 2.31

Short-term notes debt service(d) 435,392 463,260 503,940 125,794 302,231

(a) Actual data is derived from the School District’s Comprehensive Annual Financial Reports. The FY2015 figures
reflect the School District’s estimate as presented in the Five-Year Plan approved by the SRC on December 18, 2014.
See “CERTAIN FINANCIAL INFORMATION OF THE SCHOOL DISTRICT - Operating Budget Revenues,
Expenditures and Changes in Fund Balance.”

(b) Net Commonwealth subsidies reflect gross revenues expected to be available to the School District less certain cash
deductions made by the State for payments to other educational entities, such as private residential rehabilitative
institutions or in the case of Fiscal Year 2011, receipt of Accountability Block Grant funds projected for receipt in
Fiscal Year 2012, but made available by the State for Fiscal Year 2011.

(c) Includes both principal and interest costs.

(d) Short-term debt service represents interest and principal payments on the School District’s annual borrowing in
anticipation of the receipt of taxes and other revenues.
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Local Tax Revenues

Under the Home Rule Charter, the Governing Body is required to levy taxes, upon subjects and within the limits prescribed
by either the General Assembly or City Council, sufficient to provide funds to pay operating expenses, debt service and the costs of
any other service incidental to the operation of public schools.

The General Assembly has authorized the School District to levy up to 16.75 mills on taxable real estate in the City without
City Council approval. The use of such authorization is limited while the School District is declared distressed. See “SOURCES OF
SCHOOL DISTRICT REVENUES - Local Tax Revenues — House Bill 1857 herein.

The Governing Body is required to submit to the Mayor and City Council an annual request for authority to levy taxes to
balance the School District’s operating budget for the ensuing Fiscal Year. After reviewing such a request, City Council has the
power to alter the rates or subjects of taxation for school purposes (except for the rate of real estate tax of 16.75 mills authorized by
the General Assembly which can be levied by The School District directly, but the use of which is limited. See: SOURCES OF
SCHOOL DISTRICT REVENUES - Local Tax Revenues — House Bill 1857” herein); provided however, that during the period the
School District is determined to be financially distressed, the School Code requires that the taxes authorized to be levied by the
School District on the date of the declaration of distress continue to be authorized and levied and transmitted to the School District.
As described herein under the caption: Local Tax Revenues-“Real Estate Tax,” the City has reassessed approximately 577,000
parcels of real estate within the City to more nearly approximate the market values thereof. To address the requirement that taxes
authorized to be levied by the School District on the date of distress continue to be authorized and levied, notwithstanding any
change in methodology in assessments, legislation was enacted by the Pennsylvania General Assembly. See “Local Tax Revenues -
House Bill 1857 herein. City Council authorized the School District to levy its taxes for Fiscal Year 2015 by ordinance as adopted
on June 19, 2014. Neither City Council nor the Mayor has ever failed to authorize taxes for school purposes. The ordinances
authorizing the levy of the liquor sales tax and the cigarette tax do not require annual re-enactment and remain in effect. See
“SOURCES OF SCHOOL DISTRICT REVENUE—Local Tax Revenues—L.iquor Sales Tax.”

The School District’s Governing Body authorized the levy of the following taxes for Fiscal Year 2015 by resolution on
June 30, 2014. The following is a brief description of those taxes levied for school purposes:

Real Estate Tax. Prior to June 2010, the Board of Revision of Taxes of the City of Philadelphia (“Board of Revision”)
appointed real estate assessors who annually assessed all real estate located within City boundaries. The assessors returned
assessments for each parcel of real estate to the Board of Revision. The Board of Revision would increase or decrease the property
valuations contained in the returns of the assessors in order that such valuations conformed to law. After the Board of Revision gave
proper notice of all changes in property assessments and, after it had heard all assessment appeals, it then made assessments and
certified the results to the Department of Revenue.

The Mayor of the City announced a moratorium on new property assessments in early January 2010 because of a belief that
the data used by the Board of Revision to determine a home’s value was unreliable. In the spring of 2010, City Council passed, and
the Mayor signed, legislation to replace the Board of Revision with one agency to assess all real property and another agency to
handle all assessment appeals proposed to be initially under the supervision of the City’s Director of Finance Office. In May 2010,
voters approved the legislation and, in June 2010, the Mayor appointed a Chief Assessment Officer to oversee and manage the Office
of Property Assessment (“OPA”) which formally assumed responsibility for assessments in October 2010. Without amendment to
state law, the Pennsylvania Supreme Court ruled that the City did not have the authority to replace the Board of Revision in its
capacity as an existing appeals board. The Board of Revision remains in place as the property assessment appeals board while the
Office of Property Assessment is responsible for assessments, maintaining the separation of the appeals function from the assessment
function.

On June 30, 2012, the Pennsylvania Legislature enacted and on July 5, 2012, the Governor of Pennsylvania signed into law,
Senate Bill 1301, 53 Pa.C.S.A. § 8565 (the “Statute”), which provided, inter alia, that for the tax year 2013, assessments of real estate
in the City shall be based on assessed values for tax year 2011 and that the Board of Revision of Taxes on appeals shall utilize the
predetermined ratio applicable to tax year 2011 (32%). Pursuant to the authorization contained in the Statute, the City, by Ordinance
enacted on June 30, 2012, Ordinance Bill No. 120175-AA (the “Ordinance”), among other matters, authorized the School District to
impose an annual tax for school district purposes on real estate within the City at the rate of $3.634 on each one hundred dollars of the
assessed value of taxable real property returned by the Office of Property Assessment or Board of Revision of Taxes for tax year 2011
(using the predetermined ratio of 32% then in effect), adjusted for subsequent improvements, demolition and destruction, and on June
30, 2012, the School Reform Commission, by Resolution, levied such taxes, the use and occupancy tax and School District real estate
taxes authorized directly by the Commonwealth.

The City completed its Actual Valuation Initiative (“AVI”) which involved reassessing almost 580,000 properties to more
nearly approximate the market values of such properties. Those assessments are used for purposes of assessing taxes which are
applicable in Fiscal Year 2014 and thereafter. As this was the City’s first city-wide reassessment in decades and the fact that the
reassessment substantially increased the total assessed value of real property, OPA received more than 51,000 requests for first level
review, the informal review process used to expedite review and resolution of assessment matters prior to seeking a formal appeal
through the Board of Revision of Taxes. There have been nearly 24,000 formal appeals to the Board of Revision of Taxes with
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disposition of approximately 40%. The vast majority of the appeals which have been determined have involved residential properties
with relatively minor assessment adjustments. The majority of hearings involving commercial and industrial properties are not
expected to be heard until calendar year 2015. Because those appeals comprise the vast majority of the total taxable assessed value
appealed City-wide, an estimate of the impact of the appeals on School District local real estate tax revenues cannot be made until a
larger percentage of the commercial and industrial appeals are resolved.

House Bill 1857. On October 18, 2012, the Pennsylvania Legislature enacted and on October 24, 2012, the Governor of
Pennsylvania signed into law, House Bill 1857 (which was originally introduced as Senate Bill 1303 at the request of the City).
House Bill 1857 permits downward adjustments to the School District millage tax rates in the face of higher assessments, which
would otherwise be prohibited under current Pennsylvania School Code provisions by providing that (i) for the reassessment year
(defined as the year immediately following the year in which the Director of Finance of the City first certifies that the total assessed
value of all real property in the City is at full market value) and the two years thereafter, the rate of any tax authorized by the City to
be levied for the School District or dedicated to the School District may be adjusted so that the yield on taxes based on assessed
values of real estate authorized by the City for the School District, as estimated and certified by the Director of Finance of the City, is
equal to an amount equal to or greater than the highest yield of the taxes based on assessed values of real estate authorized by the
City to be levied by the School District or dedicated to the School District during any of the three full preceding years prior to the
reassessment year; and (ii) in the third and fourth years following the reassessment year, the rate of any tax authorized by the City to
be levied for the School District or dedicated to the School District shall be not less than the rate authorized in the immediately
preceding year.

House Bill 1857 further provides that in the reassessment year and each year thereafter, in any year in which the School
District is subject to a declaration of distress, the School District may only levy taxes on real estate under the 16.75 mills (which the
School District may levy directly pursuant to legislative authorization by the General Assembly without further approval of the City),
to the extent the estimated yield on all taxes on real estate for the year is less than an amount equal to the yield in the year prior to the
reassessment year, increased by an amount equal to the yield in the year prior to the reassessment year, increased by an amount
proportional to the increase since the year prior to the reassessment year in total assessed value of real estate in the City. For Fiscal
Year 2015, the Director of Finance certified that the yield on taxes based upon assessed value of real estate would be equal to or
greater than the highest yield during the three full preceding years prior to the assessment year. As a result, the School District did
not levy any of the 16.75 mills of direct authorization from the Commonwealth.

On June 19, 2014 City Council authorized the School District to levy tax of 0.7382% assessed value and on June 30, 2014,
the School District authorized the levy.

Assessments are certified on the first Monday of each October, subject to certified revisions, and taxes are levied as of
January 1st. If paid by the last day of February, real estate taxes are discounted by 1%. If the tax is paid during the month of March,
the gross amount of the tax is due. If the tax is not paid by the last day of March, tax additions of 1.5% per month are added to the tax
for each month that the tax remains unpaid through the end of the calendar year. If the tax remains unpaid on January 1st of the
succeeding year, a tax addition of 1.5% is added, the tax additions (totaling 15%) which accumulated from the time the tax was due
are capitalized and the tax is registered delinquent and subject to lien (“Tax Claim Principal Amount.”) Interest is then computed on
the Tax Claim Principal Amount at a rate of 0.75% per month or 9% per annum until the real estate tax is fully paid. Commencing in
February of the second year, an additional 1% per month penalty is assessed for a maximum of seven months. After the seven month
period, no further tax additions are assessed, although interest continues to accrue on the unpaid tax at the delinquent rate of 9% per
annum until paid in full. In addition to current collections in any given year, the School District also receives delinquent real estate
taxes applicable to prior tax years.

Business Use and Occupancy Tax. City Council authorized the Governing Body of the School District to impose a tax for
general public school purposes on the use or occupancy of real estate within the School District for the purpose of conducting any
business, trade, occupation, profession, vocation, or any other commercial or industrial activity. This tax for Fiscal Year 2015 is
1.13%. This tax is due monthly.

Non-Business Income Tax. This tax is applied to the non-business income of residents from the ownership, lease, sale or
disposition of certain real or personal property, including net income from dividends and interest on securities. The rate of this tax
cannot exceed the rate of wage and net profits tax imposed on City residents. For FY 2015, the rate dropped slightly from 3.924% to
3.92%, and is payable by April 15th of the following calendar year.

Public Utility Realty Tax (PURTA). Act 66 of 1970 enacted by the General Assembly provides for distribution to local
taxing authorities, on a varying percentage basis, of the amounts of this tax collected by the Commonwealth on realty of various
public utilities located throughout the Commonwealth. Amendments to the PURTA Act, enacted on May 5, 1999, changed the base
of the tax and the timing of payment of the tax, among other things. The effect of the changes, together with deregulation of utilities
in Pennsylvania, has reduced the yield to the School District of this tax.

Liquor Sales Tax. City Council authorized the Governing Body to levy a liquor sales tax effective January 1, 1995, on the
retail sale of liquor and malt and brewed beverages at the rate of ten percent of the sales price. This tax is payable monthly on or
before the 25th day of the month following collection of the tax by the retail establishment.
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1% City Sales Tax. Effective September 28, 1991, the City adopted a 1% sales and use tax (the “City Sales Tax”) for City
general revenue purposes. The Commonwealth authorized the levy of this tax under the Pennsylvania Intergovernmental
Cooperation Authority Act in response to the City’s financial crisis. The City Sales Tax is imposed in addition to, and on the same
basis as, the Commonwealth’s sales and use tax. The City Sales Tax is collected for the City by the Commonwealth Department of
Revenue. On October 8, 2009, the General Assembly of the Commonwealth enacted legislation authorizing an increase to 2% (an
additional 1%) from the then-current 1% rate through June 30, 2014.

In July 2013, the General Assembly of the Commonwealth enacted legislation authorizing the 1% additional City Sales Tax
effective July 1, 2014. The legislation provides that (1) the first $120 million of this tax collected in a fiscal year will be paid directly
to the School District by the State Treasurer; (2) for Fiscal Years 2015 through 2018, the next $15 million collected may be applied to
payment of debt service on obligations issued by the City for the benefit of the School District; and (3) the remainder will be paid to
the City pursuant to Act 205 for application to the Municipal Pension Fund. City Council authorized this sales tax by ordinance which
was signed into law by Mayor Nutter on June 12, 2014 and became effective on July 1, 2014.

Cigarette Tax. On September 24, 2014, the Governor of Pennsylvania signed into law House Bill 1177 which authorizes the
School District, if authorized by City Ordinance, prior to or after the effective date of House Bill 1177, to impose and assess an excise
tax upon the sale or possession of cigarettes within the School District at a rate of 10 cents per cigarette. Any such tax imposed shall
expire on June 30, 2019.

Pursuant to an ordinance of the City enacted June 6, 2013 and resolutions of the School District adopted June 27, 2013 and
June 30, 2014, the School District has imposed the cigarette tax, effective October 1, 2014.

As required by HB1177, the tax is collected by the Department of Revenue of the Commonwealth of Pennsylvania (the
“Department”) and is paid by the Department to the State Treasurer (net of the Department’s costs of collection) for payment directly
to the School District on or before the 10th day of each month.

House Bill 1177 provides that the School District may change the rate of the tax imposed or repeal the tax, in each instance,
upon certain prior notice to the Department (20 days for a change; 30 days for a repeal).
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The following table sets forth, for each source of tax revenue, the actual tax revenues collected in Fiscal Years 2011
through 2014 and estimated tax revenues for Fiscal Year 2015:

The School District Of Philadelphia
Local Tax Revenues
Fiscal Years 2011-2015
(Dollar Amounts In Thousands)

ACTUAL (a) ESTIMATED (b)

Fiscal Fiscal Fiscal Fiscal

Year Year Year Year Fiscal Year

2011 2012 2013 2014 2015
Real Estate Tax $589,272 $649,394 $653,562 $657,418 $669,368 (c)
Business Use and
Occupancy Tax 109,273 112,540 132,689 138,080 139,500 (c)
Non-Business Income
Tax 24,011 27,744 28,105 40,501 39,500
Public Utility Tax 1,115 1,099 1,049 1,067 1,067
Liquor Sales Tax 43,892 50,123 54,238 60,527 60,600
Sales Tax 120,000
Cigarette Tax 49,000
Payments in Lieu of
Taxes 0 4 4 3 0
Total Taxes $767,563 $840,904 $869,646 $897,597 $1,079,035

(a) Derived from the School District’s Comprehensive Annual Financial Reports.

(b) The FY2015 figures reflect the School District’s estimates as presented in the 5 Year Plan adopted by the SRC on December
18, 2014.

(c) The estimates for real estate and business use and occupancy taxes for FY2015 are based upon the School District’s revised
estimates as of December 18, 2014. The School District’s estimates for FY2015 were adjusted based on actual FY2014
revenues compared to the City’s original estimates and the City’s current estimates for FY2015.
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The following table sets forth the School District’s Real Estate Tax Levies and Collections for the calendar years 2005-2014:

REAL ESTATE TAX LEVIES AND COLLECTIONS
For the Calendar Years 2005 through 2014

(Dollars in Thousands )

Collected within the
Calendar Year of the Original Tax Levy

Total Collected to Date

Tax Levy for the Percentage of
Calendar Year Adjusted Total Percent of Original Delinquent Tax Total Tax Adjusted Tax Levy
Calendar Year (Original Levy)(a) Levied Tax (b) Amount ($) (c) Levy (%) Collections (c) Collections (%)
2005 $ 540,435 $ 511,194 $ 473,677 87.65% $ 31,845 $ 505,522 98.89%
2006 570,172 529,044 490,401 86.01% 32,398 522,798 98.82%
2007 556,336 540,724 498,506 89.61% 34,495 533,001 98.57%
2008 583,170 589,439 541,097 92.79% 38,440 579,538 98.32%
2009 605,207 596,223 543,105 89.74% 41,896 585,001 98.12%
2010 608,708 587,537 540,288 88.76% 45,583 585,871 99.72%
2011 612,266 595,725 549,036 89.67% 35,720 584,756 98.16%
2012 655,006 636,956 549,558 83.90% 35,803 585,361 91.90%
2013 659,127 639,960 595,637 90.37% 43,229 638,866 99.83%
2014 737,778 709,718 (d) 598,375 (d) 81.11% N/A 598,375 84.31%
Notes:
[©)] Represents original billings as of the calendar year (December 31st) for current year real estate taxes only.
(b) Represents adjustment to original billings as of the end of the calendar year (December 31st) for current year real estate taxes only.
Adjustments include assessment appeals, a 1% discount for payment in full by the end of February, the senior citizen tax freeze, and
the tax increment financing (T1F) return of tax paid. For 2014, adjustment include the Longtime Owner Occupants Program (LOOP),
since the program was implemented after the initial bills were sent.
(©) Source: City of Philadelphia, Revenue Department Reports-Taxes Collected for Tax Years 2005 through 2013-Gross Principal Only.
(d) Memorandum City of Philadelphia Department of Revenue 2014 Monthly Real Estate Billed/Balance Due dated 01/16/2015 as
of December 31, 2014.
N/A = Data Not Available
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The following table sets forth Assessed and Market Value of Taxable Real Estate in the City for the calendar years 2005-

@

(b)

©

(d)

©

@

(h)

—~
=

2014:
THE SCHOOL DISTRICT OF PHILADELPHIA
ASSESSED AND ESTIMATED ACTUAL MARKET VALUE OF TAXABLE REAL ESTATE
For the Calendar Years 2005 - 2014
(Dollar Amounts in Millions)
Certified Assessed Values (a)
Total Percentage Certified Estimated Percentage Millage

Calendar Total Tax-Exempt Taxable Increase Assessed Actual Increase For
Year of Assessed Real Assessed Over Prior Value Market Over Prior School
Levy (b) Value Property (c) Value Year Ratio (d) Value (e) Year Purposes

2005 $ 15,072 $ 4,040 $ 11,032 0.79% 0.2969 $ 37,157 0.82% 47.90

’ 2006 $ 15,803 $ 4,372 $ 11,431 3.62% 0.2924 $ 39,004 5.21% 47.90
’ 2007 $ 16,243 $ 4,628 $ 11,615 1.61% 0.2922 $ 39,750 1.68% 47.90

2008 $ 16,974 $ 4,799 $ 12,175 4.82% 0.2886 $ 42,187 6.13% 49.59

2009 $ 17,352 $ 5,146 $ 12,206 0.25% 0.2846 $ 42,887 1.66% 49.59

2010 $ 17,615 $ 5,339 $ 12,276 0.58% 0.2673 $ 45927 7.09% 49.59

2011 $ 17,940 $ 5,593 $ 12,347 0.58% 0.2805 $ 44,018 -4.16% 49.59

2012 $ 18,022 $ 5,685 $ 12,337 -0.08% 0.2887 $ 42,733 -2.92% 53.09

2013 $ 18,181 $ 5,765 $ 12,416 0.64% 02868 (f) $ 43291 1.31% 53.09

2014 $ 137,404 (g $ 45481 h) $ 91,923 640.36% 1.0000 () $ 91,923 112.34% 7.382

Source: The City of Philadelphia, Department of Finance Statistics via Board of Revision of Taxes (CY2005-2010) and the Office of Property
Assessment (CY2011-2014). Beginning in 2014, the Assessed Value Certification Date was moved up to March 31, 2013.

Real property tax bills are sent out in November and are payable at a one percent (1%) discount until February 28th, otherwise the face amount

is due March 31 without penalty or interest.
The adjustment reflects reductions in assessments pursuant to established procedures for review of assessments.

The State Tax Equalization Board (STEB) receives certified market values from each county assessor. The values represent amounts certified to
the STEB. In addition, STEB annually determines for each municipality in the commonwealth a ratio assessed valuation to true value. The ratio

is used for the purpose of equalizing certain state aid distributions.

Represents total taxable assessed value multiplied by the STEB ratio for calendar years 2005 through 2013. In calendar year 2014, the market value represents
the actual amounts.

Source: The City of Philadelphia, Department of Finance via The State Tax Equalization Board (STEB).

The Office of Property Assessment (OPA) began the Actual Value Initiative (AVI) program in calendar year 2014. AVI is a program for the assessment of

all real property - land and buildings -in Philadelphia at their current market value.

Starting in 2014, the City provided for a $30,000 Homestead Exemption (amount subject to change) to all homeowners. The City granted $5,429 million
in homestead exemptions as of March 31, 2014 along with $37,462 million in tax-exempt real property. An additional adjustment after the certification
date of March 31, 2013 of $2,590 million was made.

In calendar year 2014, the assessed value was changed to AVI. The ratio for calendar year 2014 represents the actual assessed value.
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City Tax Reductions. The Pennsylvania Intergovernmental Cooperation Authority (“PICA”), an instrumentality of the
Commonwealth, and the City entered into an Intergovernmental Cooperation Agreement in January of 1992. The Intergovernmental
Cooperation Agreement requires the City to submit a five-year financial plan of the City annually to PICA for its approval. The first
three five-year financial plans were based on the assumption that tax rate increases would be harmful to the economic health of the
City. Beginning in the City’s 1996 fiscal year, the City implemented a program of incremental reductions in the City’s key taxes,
namely the City wage tax and the business privilege tax, as part of an effort to rebuild Philadelphia’s economy. The only School
District tax affected by these reductions is the Non-Business Income Tax since the rate of this tax cannot be higher than the resident
City wage tax. The incremental reductions have not had a material adverse effect on the School District’s local tax revenues.

SCHOOL DISTRICT EXPENDITURES

Since the School District is a service-oriented organization, it is labor intensive. For Fiscal Year 2014, approximately
47.9% of its operating budget expenditures involve personnel services and related employee benefits. Charter school payments
represent 27.8%; debt service payments represent 10.7%; property, transportation and communication expenses represent 5.0%;
payments to other educational entities and alternative programs represent 3.5%; contracted services, materials, supplies, books,
instructional aids and equipment represent 2.4%; utilities represent 2.1%;; and other items represent 0.6%.

Personnel services principally encompass costs of instructional staff (teachers), school-based support staff, administrative
staff and custodial, maintenance and transportation staff. Staffing patterns and salary costs are largely determined by enrollment
levels, collective bargaining agreements, state mandates and policies established by the Governing Body. Related employee benefits
consist of a variable contribution and a per capita contribution. Variable employee benefits contributions are determined by gross
earning levels and include social security contributions, retirement contributions and wage continuation plans. Per capita
contributions principally relate to medical insurance coverage and, although the proportion of employer payments is determined
through collective bargaining, costs are also affected by the incidence and magnitude of group claims and inflation.

Contracted services, materials, supplies, books, instructional aids and equipment are principally related to enrollment
levels and certain new program initiatives of the Governing Body, including new district-wide curriculum aimed at improving
achievement, an educational realignment to focus on middle and high schools, and anti-violence and safe schools programs. Costs
are sensitive to general inflation levels.

Utility costs are affected by weather conditions and inflation; however, an aggressive energy conservation program has
been successful in reducing utility usage, thereby helping to minimize the magnitude of increases in utility unit prices.

Debt service costs relate to interest and/or principal payments on long-term debt of the School District, which includes
outstanding general obligation bonds (fixed rate, variable rate, QZABs and QSCBSs) and lease rental debt. Other expenditures
include items not easily assignable to previously defined categories, including short-term borrowing costs. Other financing uses
include subsidies to the Food Services Fund and the local share of federally-funded programs.

CERTAIN FINANCIAL INFORMATION OF THE SCHOOL DISTRICT

Summary of Operating Results

The table on the following page reflects the revenues, expenditures and changes in the fund balance of the General Fund,
Intermediate Unit Fund, and Debt Service Fund (which comprise the Operating Budget) for Fiscal Years 2011 through 2014 and
revised estimates for FY 2015. See “CERTAIN FINANCIAL INFORMATION OF THE SCHOOL DISTRICT — Operating Budget
Revenues, Expenditures and Changes in Fund Balances” and “Five-Year Financial Plan” herein.
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REVENUES:

Local Sources:
Total Taxes (including Credits & Adj. to Taxes)
Non-tax Revenues (c)

Total Local Sources
State Subsidies:
Gross Instruction (Includes Fed. Stimulus)
Less: Reimbursement of Prior Year
1.U. Advances
Net Instruction
Debt Service
School Dist. Special Education
Charter School Reimbursement (d)

Other (e)
1.U. Advances
Total State Subsidies
Federal:
Non-categorical

Total Revenues
Other Financing Sources (f)
Other Revenues(City & State)
Total Revenues & Other Financing Sources

EXPENDITURES:
Personal Services:
Salaries & Wages (g)
Employee Benefits
Subtotal
Professional/T echnical Services
Utilities
Books, Supplies & Equipment
Debt Service (including issuance costs)
Non-Public School Services (only direct 3000)
Charter Schools (i)
Property/T ransportation/Communication
Payments to Other Ed. Entities & Partners (j)
Other (k)
Subtotal Expenditures

Other Financing Uses (1)

Expenditure Reductions(Personnel)

Total Expenditures & Other Financing Uses

Excess (Deficiency) Revenues and Proceeds
Over (Under) Expenditures and Other Uses

Fund Balance (Deficit) July 1
Changes in Reserve & Designations
Revenue Enhancements / Obligation Reductions TBD

Fund Balance (Deficit) June 30 (n)

ACTUAL ACTUAL ACTUAL ACTUAL REVISED
2011 2012 2013 2014 (@) 2015 (@)
$ $ $ $ $
767,563 840,904 869,646 897,597 1,079,035 (b)
68,707 89,113 104,370 169,902 135,773
836,270 930,017 974,016 1,067,499 1,214,808
1,072,035 968,149 968,129 984,007 984,001
(43,496) (42,929) (44,443) (49,304) (47,750)
1,028,539 925,220 923,686 934,703 936,251
7,441 5,223 7,493 14,809 11,636
127,544 127,611 127,567 127,544 131,384
109,541 0 0 0 0
0 0 0 0 0
140,616 149,871 163,791 181,096 186,617
85,792 89,599 94,604 101,881 107,581
1,499,473 1,297,524 1,317,141 1,360,033 1,373,469
6,038 5213 13,414 11,286 11,258
2,341,781 2,232,754 2,304,571 2,438,818 2,599,535
460,910 161,877 303,417 31,667 18,977
0 0 0 0 0
2,802,691 2,394,631 2,607,988 2,470,485 2,618,512
986,597 887,614 846,652 768,957 750,263
383,399 424,308 514,746 442,021 489,644
1,369,996 1,311,922 1,361,398 1,210,978 1,239,907
53,334 31,628 36,500 37,457 38,098
60,087 47,728 51,302 51,935 57,759
58,668 28,428 30,622 22,795 35,040
276,018 (h) 166,659 (h) 258,957 271,150 276,533
14,696 13,890 13,672 13,672 13,693
411,880 532,818 592,580 701,930 727,949
104,670 109,416 113,286 125,460 124,130
105,805 88,786 85,467 87,955 92,507
(172) (8,255) 4,847 2,681 (4,443)
2,454,982 2,323,020 2,548,631 2,526,013 2,601,173
370,289 124,771 2,459 25535 2,518
2,825.271 2,447,791 2,551,090 2,528,548 2,603,691
(22,580) (53,160) 56,898 (58,063) 14,821
28,059 30,724 (20,436) 39,462 (14,821)
25,245 (m) 2,000 3,000 3,780 0
0 0 0 0 0
30,724 (20,436) 39,462 (14,821) 0
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Notes Relating to the Summary of Operating Results

The School Reform Commission on June 30, 2014 adopted a Fiscal Year 2015 Budget. On December 18, 2014, the School
Reform Commission adopted a revised Fiscal Year 2015 Operating Budget as the base year for the latest Five-Year
Financial Plan.

Total taxes from local sources reflect the temporary 2009 1% City sales tax increase made permanent in July 2014.
Beginning on July 1, 2014, the first $120 million of the 1% City sales tax is paid directly to the School District by the State
Treasurer.

Fiscal Years 2012 and 2013 reflect increases to the City grant of $10.0 and $20.0 million, respectively, and approximately
$5.6 million in additional Parking Authority revenues. Fiscal Year 2014 reflects the one-time City grant of $27 million and
the one-time State grant of $45 million received from the City. Fiscal Year 2015 includes the one-time $30 million grant
from the City.

Fiscal Year 2011 included Charter School reimbursement revenue which was eliminated in subsequent years.

Other includes the State’s partial reimbursement of the School District’s pension contribution, approximately $33.8 million
in. Fiscal Year 2011, $43.5 million in Fiscal Year 2012, $59.2 million in Fiscal Year 2013, and $87.5 million in Fiscal Year
2014.

Other Financing Sources for Fiscal Year 2011 includes: $434.3 million of proceeds from a restructuring that included a
swap termination payment; $6.0 million from the sale of property; and $22.0 million in interfund transfers. Fiscal Year
2012 includes: $123.1 for a debt restructuring; $36.6 for a loan from SEPTA,; $3.5 million in interfund transfers; and $0.1
million in the sale of property. Fiscal Year 2013 includes $300 million in deficit financing. Fiscal Year 2014 includes $30.0
million from the sale of property.

In Fiscal Year 2012 through Fiscal Year 2015 the reductions are due primarily to layoffs and bargaining concessions.
Layoffs and position eliminations were implemented at the end of June 2011 and June 2013. Bargaining concessions were
achieved with 32BJ in July 2012 and with CASA in March of 2014. A wage step freeze enacted on September 1, 2013
coupled with attrition further reduced actual salary expenditures in Fiscal Year 2014 and in Fiscal Year 2015. Employee
Benefit increases are primarily due to the employer’s contribution rate increase for retirement costs mentioned in note (f)
above.

Fiscal Year 2012 includes a $36.6 loan from SEPTA (see note f) and savings of $74.7 million due to issuance of 2011
refunding bonds and lower temporary borrowing and interest costs.

Charter expenditure increases are due to certain mandated increases in per pupil costs, the removal of caps on enroliment, an
increase of over 22,000 students attending charter schools from Fiscal Year 2011 to Fiscal Year 2015, including
approximately 15,000 students from the conversion of School District operated schools to Renaissance charters and the
opening of additional cyber charters during the same period. These expenditures do not, however, include costs for
transportation of charter students. The Commonwealth budget included a partial reimbursement of prior year’s payments for
charter schools in Fiscal Year 2011. The Commonwealth eliminated such reimbursements beginning with Fiscal Year 2012.

These expenditures are primarily for Philadelphia students who are placed by the courts and City departments of health and
human services in facilities located outside the City. Also included in this expenditure category are payments for alternative
education schools operated and managed by private contractors.

“Other” expenditures include allocated costs, cancellations of encumbrances, lapsed appropriations, unidentified expenditure
reductions or categorical revenue enhancements, scholarships and stipends, interest on temporary borrowing and other
components of miscellaneous expenses such as losses and judgments.

Amounts on this line primarily reflect the defeasance of certain bonds. In Fiscal Year 2011 the defeasance amounted to
$434.3 million with the remaining amounts primarily reflecting the School District’s local share to fund certain categorical
programs. In Fiscal Year 2012, $123.1 million reflects a defeasance with the remaining $2.3 million being local share. In
subsequent years, the amounts reflect local share. In Fiscal Year 2011, the amount includes a swap termination payment of
$63.0 million offset from the proceeds described in note (f).

In Fiscal Year 2011, $23.7 million of Fiscal Stabilization Reserve Funds and $1.5 million of Food Services reserves were
released along with the $28.1 million carry forward from Fiscal Year 2010.

Includes Unreserved and Undesignated Fund Balance (Deficit) in the General Fund and Reserved Fund Balance in the Debt
Service Fund.
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Five Year Plan

On December 18, 2014, the School District adopted its most recent Five Year Financial Plan (the “Financial Plan”). The
Financial Plan is available at http:/philasd.org/budget/site-assets/FY2015---FY2019-Five-Year-Financial-Plan.pdf. The Financial
Plan is not incorporated herein by reference and can be amended or modified by the School Reform Commission at any time.

The Financial Plan assumes no increases or decreases in the programs and services provided by the School District during
the period covered by the Financial Plan and no additional sources of revenues. However, the Financial Plan projects that in each year
of the Financial Plan, the percentage of expenditure growth will exceed the percentage increase in revenue growth, thereby resulting in
a cumulative gap between revenues and expenditures projected to grow during the five years covered by the plan and projected to be a
cumulative $374 million dollars in FY 2019. In arriving at the assumptions as to expenditure growth, the Financial Plan assumes
labor savings over the life of the Plan which may or may not be realized.

The Financial Plan contains forward looking statements which may or may not be achieved and the differences between
projected results and actual results may be material. The School District has no independent authority to increase its revenues and its
ability to utilize its powers under the School Code to limit expenditures may be limited by court decisions.

No assurance can be given that the School District will be able to continue to provide the programs and services which it
currently provides or which are assumed to be provided in the Financial Plan without additional sources of or increases to existing
sources of revenues and/or relief from some of its non-discretionary expenditure obligations.

Operating Budget Revenues, Expenditures and Changes in Fund Balances

The School Reform Commission amended the Fiscal Year 2014 Operating Budget on May 29, 2014 and adopted the Fiscal
Year 2015 Operating Budget on June 30, 2014. On December 18, 2014, the School Reform Commission amended the Fiscal Year
2015 Operating Budget as the base year of the Five-Year Financial Plan.

Fiscal Year 2011 Adopted Operating Budget. On May 26, 2010, the School Reform Commission adopted the Operating
Budget for Fiscal Year 2011 that included anticipated revenues and other financing sources of $2,423.8 million and anticipated
expenditures and other financing uses of $2,434.1 million and a positive opening fund balance of $10.2 million, which resulted in
projected balanced budget at June 30, 2011. The Adopted Operating Budget for Fiscal Year 2011 was based upon the Governor’s
originally proposed Fiscal Year 2011 Commonwealth Budget and the City’s Adopted Budget for Fiscal Year 2011. The School
District’s Fiscal Year 2011 Operating Budget assumed the School District would receive a $120.6 million second year installment of
Federal State Fiscal Stabilization funding provided to the School District as a component of the Commonwealth’s Basic Education
Subsidy.

Subsequent Event. On July 6, 2010, the Commonwealth enacted its Fiscal Year 2011 budget which provided
approximately $48.9 million less in funding for the School District’s Operating Budget than had been anticipated. The primary
reductions were $30.7 million in the Basic Education Subsidy and $16.5 million in retirement reimbursements, resulting from a
decrease in the Commonwealth’s mandated employer contribution rate which then resulted in a related reduction in Commonwealth
reimbursements to the School District.

Fiscal Year 2011 Amended Operating Budget. On May 30, 2011, the School Reform Commission amended the Fiscal
Year Operating Budget revising revenues and other financing sources to $2,809.8 million and expenditures and other financing uses
of $2,863.1 million, resulting in an initial projected negative current year fund balance of $53.3 million. The budget was anticipated
to be balanced through the utilization of $23.7 million from the School District’s Fiscal Stabilization Reserve Fund, $1.5 million of
Food Service Fund reserves, and the $28.1 million in surplus carried forward from Fiscal Year 2010.

Fiscal Year 2011 — Actual. The Fiscal Year 2011 audited financial report dated February 10, 2012, reflected a $30.7
million positive improvement in the projected ending fund balance from the final amended budget adopted on May 30, 2011. The
positive change was due to reduced expenditures of $37.8 million primarily attributable to reduced benefit costs offset by a net
revenue decline of $7.1 million primarily due to lower collections of delinquent real estate taxes.

Fiscal Year 2012 Budget Preparation. The School District announced in the Spring of 2011, that absent corrective action,
it was facing a projected $629.0 million budget gap in Fiscal Year 2012 in both its Operating Budget and Categorical Budget due to
the following factors: (1) the anticipated elimination of: (a) $122.0 million of Federal State Fiscal Stabilization Funds provided to
the School District through the State; (b) $71.0 million of Federal Education Jobs Funds provided to the School District through the
State; and (c¢) $116.0 million in directly-received Federal Stimulus funds; (2) a net reduction of $100.0 million in State
appropriations based on the Governor’s proposed Fiscal Year 2012 Commonwealth budget, and (3) the need to replace one-time
funds received in Fiscal Year 2011 through a $19.4 million restructuring which lowered 2011 debt service expenses and the release
of a reserve of $66.0 million. In addition, the School District anticipated mandated expenditure increases in Fiscal Year 2012 due
to: (1) projected mandated charter school increases of $39.0 million based on per pupil cost increases and anticipated enrollment
increases; (2) a net increase in expenses for “turnaround school” initiatives of $13.6 million; (3) higher pension payments of $17.0
million due to a forthcoming contribution rate increase from 5.64% to 8.65%; and (4) other mandated increases of $86.0 million due
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to a variety of factors, including increases by mandated collective bargaining agreements for medical and prescription drug benefits,
utilities, and debt service; offset by (5) an increase in the Commonwealth’s pension reimbursement to the School District of $21.0
million. To address the $629.0 million budget gap, the School District identified various categories of expenditures to be considered
for reduction (“Gap Closing Plan”).

Fiscal Year 2012 Adopted Operating Budget. On May 31, 2011, the School Reform Commission adopted the Operating
Budget for Fiscal Year 2012 as required by the Home Rule Charter with anticipated revenues and other financing sources of $2,167.6
million and expenditures and other financing uses of $2,169.6 million, resulting in a projected zero ending fund balance on June 30,
2012 after the release of $2.0 million from reserves.

The Fiscal Year 2012 Adopted Operating Budget assumed the following major revisions and reductions to School District
revenues including: (1) the complete elimination of $110.3 million in Commonwealth charter school reimbursement; (2) a net loss of
$103.0 in Basic Education Subsidies; and (3) $1.3 million in lower local revenues; offset by (4) $24.9 million in increased “Other”
Commonwealth revenues primarily due to (a) increased pension reimbursements of $21.0 million and (b) $4.7 million in increased
I.U. Advances. Other financing sources of $7.6 million were comprised of $1.6 million from the sale of property and $6.0 million in
interfund transfers. Expenditures in the Fiscal Year 2012 Adopted Operating Budget (as compared to Fiscal Year 2011) were
adjusted downward as follows: (1) a 50% reduction in central office budgets and central administrative staff for a reduction of $42.5
million; (2) the total elimination of non-mandated school bus service and SEPTA transpass services for a reduction of $80.5 million;
(3) $36.2 million in reduced expenditures for books, supplies and equipment; and (4) a $41.7 million reduction comprised of: $37.6
in Alternative Education and $4.1 Education Management Organization (EMO) payments. These reductions in expenditures were
offset by anticipated increases of $89.8 million in charter school payments; $10.7 million for professional and technical services; and
a $25.0 million increase in projected debt service. The Adopted Budget included additional gap closing expenditure reductions not
yet determined by category of $209.2 million. These identified potential gap closing measures included: (a) $75.0 million in
collective bargaining concessions; (b) an assumption that 50% of the Commonwealth charter school reimbursement for $57.0
million scheduled for elimination by the Governor would be restored by the Legislature; (c) achievement of $20.0 million in savings
from efficiency measures; (d) achievement of $10.0 million in savings through the implementation of school consolidations and
property sales based upon the School District’s Facilities Master Plan; (e) $8.0 million in anticipated salary savings due to the
implementation of an early retirement package, (e) the elimination of $26.5 million in stimulus mandates and set asides no longer
necessary; (f) $11.0 million in municipal service costs the School District proposed for transfer to the City, and (g) $1.7 in other
miscellaneous items.

Subsequent Events. Both the Commonwealth’s budget and the City’s budget were adopted subsequent to May 31, 2011
and the adoption by the School District of its Fiscal Year 2012 Operating Budget.

On June 23, 2011, the Mayor signed a City Council Ordinance, which by its terms, raised property taxes by 3.50 mills that
was projected to provide an additional $37.3 million in local taxes for schools. Additionally, the City agreed to increase its Grants to
the School District by $10.0 million, and an increase in the hourly cost of street parking projected to provide an additional $6.1
million from the Parking Authority, for a total increase in local funding of $53.4 million.

The School District agreed to provide certain services that were eliminated in the Adopted Fiscal Year 2012 Operating
Budget, including non-mandated yellow bus service for 19,000 public and non-public school students for $26.5 million, maintenance
of lower class sizes in grades K-3 for $16.0 million, continued operation of certain Alternative Education Accelerated Schools for
1,800 students for an increase of $8.2 million and restoration of 270 Bright Futures early childhood slots for $2.7 million.

Following the adoption of the Fiscal Year 2012 Operating Budget, the School District restored full-day Kindergarten by
shifting $25.0 million in Title | funds to maintain service that had previously been funded in the Operating Budget but was
eliminated; agreed to continue to be responsible for $11.0 million in municipal service costs that the School District had originally
proposed to transfer to the City as a part of its Gap Closing Plan; made adjustments to its IDEA, Summer School, and facilities space
rental budgets to offset the $11.0 million in municipal service costs; and has restored SEPTA Transpasses to public and non-public
school students. The funding for Transpass restoration was covered by incurring unfunded debt of up to $36.6 million to SEPTA,
bearing interest at the rate of 2 percent annually commencing July 1, 2012.. The incurrence of the unfunded debt required approval
from the Court of Common Pleas, whose approval was received on February 7, 2012.

The Fiscal Year 2012 Budget enacted by the Commonwealth on June 30, 2011 resulted in a net loss of $35.0 million of
revenues to the School District. The budget adopted by the Commonwealth provided the School District with only $22.0 million in
additional funds from those assumed by the School District, consisting of: Accountability Block Grant funding which it retroactively
appropriated to Fiscal Year 2011. This left the School District with a $35.0 million net shortfall based upon the assumptions in its
Fiscal Year 2012 Adopted Operating Budget. On August 3, 2011 the School District identified $35.0 million in additional cuts to
address the shortfall. The cuts that were identified included: (a) $17.7 million in spending reductions to be achieved by scaling down
and restructuring the School District’s Promise Academies initiative; (b) $6.5 million by reducing school nurse staffing levels; (c)
$2.7 million in targeted Desegregation budget cuts; (d) $1.6 million in additional cuts to Central Office non-personnel budgets; (€)
$1.2 million in reduced Central Book Allotments; (e) $1.1 million by eliminating Operating Budget funding for 11 “Response to
Intervention” positions, and (f) $4.2 million spread across numerous other budget lines.
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Fiscal Year 2012 Mid-Year Changes to Operating Budget. On October 26, 2011, the Chief Financial Officer provided a
status update to the School Reform Commission on the Fiscal Year 2012 Budget and the Gap Closing Plan, detailing changes to the
School District’s financial condition that had occurred since August 3, 2011 and reporting on the status (in addition to the expense
cuts in the immediately preceding paragraph) of the School District’s Fiscal Year 2012 Gap Closing Plan, the various actions taken
to date, and further adjustments to the budget which are required to achieve and maintain balance. As to the Gap Closing Plan, it was
reported that: (1) $202.10 million of reductions to Instructional Support Operating Budgets were implemented or restored due to the
provision of new local funding; (2) $87.5 million of reductions to Instructional Support Categorical Grant Budgets were completed;
(3) $78.9 million of reductions in Operations Support for Schools were completed or offset due to new local funds and the unfunded
debt described above; (4) $26.5 million of Stimulus mandates and set asides no longer required were eliminated from the budget; (5)
$53.0 million in Central Office Administrative Support reductions were completed; (6) the assumption of municipal services costs of
$11.0 million by the City were offset with the replacement cuts described above; and (7) the status of the incomplete $170.0 million
of District-wide gap closing measures was as follows: (a) the School District achieved $44.0 million of the $75.0 million it sought in
collective bargaining contract concessions; (b) $22.0 million of the $57.0 million in charter school reimbursement relief had been
covered through increased State revenues, received and recognized in Fiscal Year 2011; (c) the $20.0 million in anticipated savings
from District-wide efficiency initiatives had been reduced to $10.0 million; (d) additional anticipated revenue from property sales
related to the implementation of the School District’s Facilities Master Plan had been reduced from $10.0 million to $5.0 million in
Fiscal Year 2012; and (e) employee separation initiatives did not produce $8.0 million in savings in Fiscal Year 2012 but instead
were projected to increase the School District’s costs by $23.0 million on a one-time basis, due to significantly higher-than-projected
severance and termination costs for terminated employees; (8) other adjustments were made to revenues which included; (a) a $7.9
million decline in overall local revenues; (b) a $13.0 million decline in State revenues based on final allocations from the Department
of Education; and (c) $3.0 million in lower Medicaid reimbursements based on Fiscal Year 2011 results; (9) there was a restoration
of $5.1 million in previously-planned Information Technology cuts; and (10) increases were made to losses and judgment expenses
of $3.5 million. These shortfalls were projected to be offset by positive changes of $109.6 million which included: (1) a $18.2
million positive projected ending fund balance for Fiscal Year 2011; (2) Debt Service savings of $74.7 million due to: (a) $56.7
million in savings from the issuance of the 2011 Refunding Notes; (b) $14.8 million of lower interest payments for variable rate debt;
(c) $3.2 million in lower temporary borrowing costs; (3) additional mid-year budget cuts of $16.7 million that included (a) $10.0
million from school budgets, (b) $1.3 million from reduced professional development expenditures and (c) $5.4 million in reductions
of psychologists, bilingual counseling assistants, instrumental music costs, among others. Taking into account all the adjustments
described above, further actions were still required to be taken to close an estimated remaining shortfall of $21.9 million.

On November 23, 2011, the School Reform Commission established an implementation committee (“Implementation
Committee™) that was responsible for both ensuring that cuts already committed to were being made, and feasible options were being
identified to close the remainder of the Fiscal Year 2012 Budget Gap. The Implementation Committee was also charged with
reviewing and approving any new hires, compensation adjustments and contracts until the budget gap is completely closed.

On January 19, 2012, the School Reform Commission appointed a Chief Recovery Officer to assume the responsibilities of
the Acting Superintendent, the Chief Financial Officer and the Chief Business Officer and to focus on the challenges facing the
School District. The Chair of the SRC Finance Committee, Feather O. Houstoun, presented a budget update reporting that the
budget shortfall had reached $715.0 million. During the next few months leading up to the amendment of the Fiscal Year 2012
Operating Budget, an intense effort was established by the School District with daily cabinet sessions to address the shortfall and to
re-establish the use of a Five-Year Financial Plan for the School District.

Amended Fiscal Year 2012 Operating Budget. On May 30, 2012, the School Reform Commission amended the Fiscal
Year 2012 Operating Budget revising revenues and other financing sources to $2,379.9 million and expenditures and other financing
uses of $2,434.3 million. The $715.0 million shortfall identified in January was reduced to $54.5 million through the achievement of
92.4 percent of the Gap Closing measures. After taking into account the $30.7 million positive Fiscal Year 2011 ending balance, the
amended Fiscal Year 2012 Operating Budget estimated a negative $21.7 million ending fund balance.

Revenues reflect a net positive change of $55.8 million based on the following: (1) Local revenues increased by $68.3
million primarily due to a $45.6 million increase in real estate revenues and $5.6 million from all other local taxes; (2) an increase of
$17.1 million in local non-tax revenues primarily attributable to an increase of $10.1 million in the City Grant; (3) and $6.1 million
of increased Parking Authority revenues, offset by a reduction in State revenues of $12.5 million due to lower social security and
retirement payments because of reductions in staff. Expenditures reflect a net negative change of $141.6 million attributable to the
following: (1) Reinstatement of student transportation costs of $80.9 million; (2) a $20.0 million increase in costs for students
placed outside the School District by the courts and City agencies; (3) $19.5 million in higher charter school per pupil payments due
to student increases in enrollment in both regular charters, cyber charters and Renaissance charter schools; (4) a $3.3 million increase
in books and equipment; and (5) $196.0 million of projected undistributed savings from the original budget adoption that were not
realized, offset by (1) $78.4 million in reduced debt service savings attributable to a restructuring; (2) $61.3 million in lower
personnel costs covering both salaries, wages and benefits; (3) $20.3 million in reduced costs for contracts; and (4) $17.4 million in
utility savings.

Fiscal Year 2012 — Actual. The Fiscal Year 2012 audited financial report dated February 11, 2013, reflected a $1.3 million
positive improvement in the projected negative ending fund balance from $21.7 million in the final amended budget adopted on May
31, 2012 to negative $20.4 million in the audited financial report. The positive change was due to increased revenues of $14.8
million primarily attributable to increased local revenues offset by a net expenditure increase of $13.5 million primarily due to
increased personnel services costs.
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Fiscal Year 2013 Adopted Operating Budget. On May 30, 2012, the School Reform Commission adopted the Fiscal Year
2013 Operating Budget with $2,357.0 million in total revenues and other financing sources and $2,556.3 million in total expenditures
and other financing uses. This resulted in a $199.3 million deficiency in revenues over expenditures and when combined with the
then projected amended Fiscal Year 2012 negative ending fund balance of $21.7 million and $3.0 million from changes in reserves
resulted in a cumulative deficiency of $218.0 million.

The Adopted Fiscal Year 2013 Operating Budget was based on the following revenue changes as compared to the
Amended Fiscal Year 2012 Budget: (1) a net positive increase of $75.2 million from Local Sources attributable to (a) $66.9 million
in additional revenues from Local Sources that included a $94.5 million increase in real estate millage proposed by the Mayor offset
by assessment appeals and STEB appeals of approximately $27.6 million; and (b) $8.3 million more in non-tax revenues primarily
due to the sale of unused assets; (2) net increase in State funding of $37.4 million based on the Governor’s proposal for block grant
funding model for various subsidies and reimbursements, such as transportation, social security and retirement; and (3) $8.3 million
in increased Federal debt service subsidies from the issuance of Qualified School Construction Bonds in 2011, offset by a reduction
in other financing sources of $143.9 million.

Expenditures for Fiscal Year 2013 compared to amended Fiscal Year 2012 Operating Budget reflected a net increase of
$245.1 million due to the following changes: (1) a $22.0 million increase in salaries and wages due to contractual increases; (2) a
$48.0 million increase in employee benefits primarily due to the resumption of the one year deferral from payments to the PFT health
and welfare fund plus a partial payback of the prior year’s payment and increases to health care costs; (3) an increase in debt service
of $98.2 million attributable to a one-time savings due to a restructuring that occurred in Fiscal Year 2012 and an increase in total
debt service; (4) $44.6 million in additional charter school payments and (4) $9.3 million more in utility costs; and (5) all other
changes totaling $9.4 million, offset by $10.3 million in reduced books, supplies and equipment costs and $12.7 million in further
miscellaneous savings. Other financing uses were reduced by $123.1 million due to a refinancing in Fiscal Year 2012 that was not
anticipated for Fiscal Year 2013.

Fiscal Year 2013 Amended Operating Budget. Both the Commonwealth’s budget and the City’s budget were adopted
subsequent to the May 30, 2012 adoption by the School Reform Commission of its Fiscal Year 2013 Operating Budget. On
September 10, 2012, the School Reform Commission amended the Fiscal Year 2013 Operating Budget as the base year of the Fiscal
Year 2013-2017 Five-Year Financial Plan.

On June 28, 2012, the Mayor signed a City Council Ordinance, which raised use and occupancy taxes by 8.90 mills and
was projected to provide an additional $20 million in local taxes for schools. Additionally, City Council provided additional
revenues to the City to increase the Grant to the School District by an additional $20 million, resulting in $54.5 million less revenue
from local sources than contained in the Adopted Fiscal Year 2013 Operating Budget. The Commonwealth budget produced a net
negative change in Operating Budget revenues of $4.4 million primarily due to the Legislature not approving the block grant funding
model thereby producing a negative change in the Net Basic Education Subsidy funding of $163.1 million. This amount was offset
by: (1) an increase of $95.0 million for social security, retirement and the state’s portion of employee pension costs; (2) $55.3
million in 1U transportation advances; and (3) the anticipation of $8.2 million in PlanCon debt service reimbursements previously
projected for receipt in Fiscal Year 2012 but later projected to be received in Fiscal Year 2013. The Commonwealth did provide
$21.6 million in Accountability Block Grant (“ABG”) funds.

The amended Operating Budget for Fiscal Year 2013 reflected a net $40.7 million reduction in expenditures. This
reduction in expenditures was primarily attributable to $35.5 million of lower salaries, wages and employee benefits based upon the
receipt of the Accountability Block Grant that would partially reduce operating budget expenditures. Other changes included $3.2
million in lower utility costs due to a contract to purchase fuel on the spot market and all other net expenditure reductions of $2.0
million yet to be achieved.

The deficiency of revenues over expenditures was $200.9 million and when combined with a negative Fiscal Year 2012
ending fund balance of $20.4 million and taking into account the changes in reserves of $3.0 million and $300 million of proceeds
from the 2012 Bonds resulted in a positive ending fund balance for Fiscal Year 2013 of $74.5 million.

Fiscal Year 2013 — Actual. The Fiscal Year 2013 audited financial report dated February 19, 2014, reflected a $6.8 million
positive improvement in the projected ending fund balance from $32.7 million in the final amended budget adopted on May 30, 2013
to $39.5 million in the audited financial report dated February 19, 2014. The positive change was due to reduced expenditures of
$13.4 million primarily attributable to lower than budgeted personnel services costs offset by a net revenue decline of $6.6 million
primarily due to lower state revenues.

Fiscal Year 2014 Adopted Operating Budget. On May 30, 2013, the School Reform Commission adopted the Operating
Budget for Fiscal Year 2014 as required by the Home Rule Charter with anticipated revenues and other financing sources of $2,357.5
million and expenditures and other financing uses of $2,394.2 million, resulting in a projected zero ending fund balance on June 30,
2014 after the release of $4.1 million from reserves. The School District reduced expenditures by $254 million. These savings were
achieved by laying off nearly 3,800 employees, realizing facilities savings from 24 closed schools, and reaching a collective
bargaining agreement with the Commonwealth Association of School Administrators (CASA) that reduced health care costs and
returned principals and assistant principals to a 10-month schedule from a 12-month schedule.
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Fiscal Year 2014 Amended Operating Budget. On May 29, 2014, the School Reform Commission amended the Fiscal
Year 2014 Operating Budget revising revenues and other financing sources to $2,468.9 million and expenditures and other financing
uses of $2,541.3 million. After taking into account the $39.5 million positive Fiscal Year 2013 ending balance and a positive change
in reserves of $4.1 million, the amended Fiscal Year 2014 Operating Budget estimated a negative $28.9 million ending fund balance.

Subsequent Events. The School Reform Commission actively sought additional revenues in order to reduce the impact of
the position eliminations. . In August 2014, $33 million was derived from the following sources: (1) $16 million in School District
personnel savings; (2) $15 million in additional local tax revenues, primarily delinquent taxes; and, (3) $2 million in additional
Commonwealth Basic Education funding. In September, another $50 million was pledged by the City of Philadelphia and in
November, the Commonwealth provided another $45 million via the City of Philadelphia. In total, the School District received an
additional $112 million after the adoption of the Fiscal Year 2014 Budget.

Fiscal Year 2014 — Actual. Since the adoption of the Amended Fiscal Year 2014 Operating Budget, certain changes
occurred that modified the ending fund balance from negative $28.9 million to negative $14.8 million for a net positive change in
fund balance of $14.1 million. Revenues were slightly higher than budget by $1.6 million, but the composition was different than
budgeted with a one-time City contribution of $27.0 million replacing capital asset sales that had been budgeted. Expenditures were
$12.7 million below budget due to employee benefit costs that were $19.9 million below budget, primarily due to lower than
budgeted termination payments for unused leave time for exiting employees and lower self-insured medical costs; additional savings
of $3.4 million were achieved from lower utility costs. These savings were partially offset by $5.1 million in higher special
education costs resulting from lower than budgeted Medicaid/ACCESS reimbursements, salary costs that exceeded the budget by
$2.4 million, charter payments that exceeded the budget by $2.0 million and $1.1 million lower than budgeted cancellation of prior
year encumbrances.

Fiscal Year 2015 Adopted Operating Budget. On June 30, 2014, the School Reform Commission adopted the Operating
Budget for Fiscal Year 2015 with anticipated revenues and other financing sources of $2,550.0 million and expenditures and other
financing uses of $2,614.2 million, resulting in a projected zero ending fund balance on June 30, 2015, after assuming $93.0 million
in Revenue Enhancements/Obligation Reductions To Be Determined.

Revenues increased by $81.1 million from the revenues in the Fiscal Year 2014 Amended Operating Budget due to the
following changes: (1) Local Tax Revenues increased by $133.6 million due to the City Council approval of $120.0 million in
revenues from the reauthorized 1% City Sales Tax to go to the School District; and an additional $13.6 million from natural growth
in Real Estate Tax revenues; (2) Local Non-Tax Revenues decreased by $11.0 million due to the loss of a one-time $45 million City
Grant, a $30 million one-time grant from the City of Philadelphia, a projected $6.5 million increase in Parking Authority revenues
resulting from increased parking rates and fines and a $2.5 million reduction in Miscellaneous Non-Tax Revenue; (3) State
Revenues increased by $617.5 million due to a $21.8 million increase in retirement reimbursements from higher employer
contribution rates, a $6.1 million increase in transportation due to natural growth, partially offset by a $9.3 million reduction in Debt
Service (PlanCon) from higher than usual amounts in the prior year, and a $1.1 million decrease in all other state revenues; and (4)
Other Financing Sources declined by $59.0 million due to a reduction of $61.4 million in combined revenues from building sales and
a one-time City contribution of $27 million; this was slightly offset by an addition of $2.8 million to finance capital issues and a $0.4
million reduction in other revenues.

Expenditures increased by $72.9 million from the expenditures in the Fiscal Year 2014 Amended Operating Budget due to
the following changes: (1) Employer contributions for Retirement (PSERS) increased by $33 million due to an increase in the
required percentage of salaries from 16.93% in Fiscal Year 2014 to 21.40% in Fiscal Year 2015; (2) Per Pupil Payments to Charter
Schools increased by $29 million due to a combination of increased per pupil rates for special education students, small increases in
enrollment and an increase in the percentage of Charter students in special education, which has a per pupil rate that is nearly three
times higher than for regular education students; (3) The School District used $112 million in funding provided after the beginning of
Fiscal Year 2014 to rehire 1,679 employees during the fall who had been laid off at the end of Fiscal Year 2013; an additional $16
million was required to fund these positions for the full Fiscal Year 2015; (4) Increases of approximately 8% in self-insured medical
care cost $14 million; (5) Debt Service and Temporary Borrowing costs increased by $6 million; and (6) All other costs increased by
$6 million. These expenditure increases were partially offset by: (1) The end of one-time funding of $12 million to implement the
Facilities Master Plan that closed and reorganized dozens of schools; (2) The end of an agreement providing the Philadelphia
Federation of Teachers Health and Welfare Fund $14 million per year for two years, which cost the Operating Funds $11 million;
and (3) A new collective bargaining contract with the Commonwealth Association of School Administrators that reduced salary and
benefit costs by $8 million.

Subsequent Events. The $120 million in recurring revenues included in the Fiscal Year 2015 Adopted Budget constituting
proceeds of the additional 1% City Sales Tax was approved for Fiscal Year 2015 by the City of Philadelphia and the Commonwealth
of Pennsylvania. The $93.0 million in Revenue Enhancements/Obligation Reductions To Be Determined were eliminated by the
following actions: (1) the adopted Fiscal Year 2015 State budget included a $12.9 million increase in State revenues in the form of a
Ready to Learn grant which could be used to relieve the Operating Budget of eligible costs; (2) the Commonwealth enacted House
Bill 1177 authorizing a $2 per pack tax for the School District on cigarettes (10 cents per cigarette) sold in Philadelphia in September
2014; the new tax is estimated to yield $49.0 million in Fiscal Year 2015; (3) a $15.0 million increase in revenues from the sale of
closed and unnecessary buildings; (4) the School District reduced expenditures by $2.0 million by reducing facility maintenance
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costs; and (5) the Fiscal Year 2014 Ending Fund Balance improved from a negative $28.9 million at adoption to an actual negative
$14.8 million, thus lessening the Fiscal Year 2015 beginning fund deficit impact by $14.1 million.

On October 6, 2014, the School Reform Commission approved changes to the Philadelphia Federation of Teachers (PFT)
health benefit package that were designed to save an estimated $43.8 million during Fiscal Year 2015, with the savings going to
school budgets. The PFT challenged this action and received a temporary stay of the School District’s action. The Five-Year
Financial Plan assumed only $9.8 million in Fiscal Year 2015 savings from the changes to the PFT health benefits package and
recognized $14.8 million that had already been distributed to school budgets. On January 22, 2015, Commonwealth Court ruled
against the School District. The School District has identified savings to offset the $9.8 million.

Amended Fiscal Year 2015 Adopted Budget. On December 18, 2014, the School Reform Commission adopted the Five-
Year Financial Plan (the “Financial Plan”) with Fiscal Year 2015 as the base year (and amended the FY2015 budget to reflect such
fact) with anticipated revenues and other financing sources of $2,618.5 million and expenditures and other financing uses of $2,603.7
million, resulting in a projected zero ending fund balance on June 30, 2015 given the estimated $14.8 million negative fund balance
at the end of Fiscal Year 2014.

SCHOOL DISTRICT OPERATIONS

The School District is the eighth largest district in the nation based on enrollment data, with over 206,500 pupils projected
in Fiscal Year 2015, including approximately 71,000 students attending both brick and mortar and cyber charter schools, and
approximately 3,700 students in alternative schools.

School Organization

The Fiscal Year 2015 organizational structure for the School District includes 218 public schools comprised of the
following: 149 elementary schools; 93 K-8 schools; 16 middle schools; and 54 high schools (six of which serve lower grades.
Additionally, there are currently 84 charter schools and 24 alternative educational schools and programs.

As part of the School District’s efforts to increase academic program offerings at the secondary level, the School District
has converted nine middle schools into “smaller” high schools with projected student enroliments between 500 and 1,000 students.
An additional nine middle schools have been closed since 2003. Simultaneously with middle school conversions, a number of
elementary schools have retained their middle years’ population and expanded grade levels each year as they move toward a K-8
grade configuration. Future decisions to expand, convert, or close schools (also referred to as right-sizing) will be guided by the on-
going development of academic priorities under the School District’s strategic plan and the examination of seat capacity and building
utilization in accordance with the School District’s Facilities Master Plan.

Enroliment

The School District’s Office of Accountability and Assessment, Office of Talent Administration and Office of
Management and Budget monitor enrollment trends and prepare enrollment projections for future planning purposes. These
projections are based upon actual birth rate numbers from the Philadelphia Department of Vital Statistics and historical enrollment
trends for the School District.

Although the number of school age children in Philadelphia has been dropping gradually over the past two decades, certain
areas of the City experienced higher enrollment levels than other parts as evidenced by data published in accordance with the 2010
Census. Since 1998, nearly 30% of public school students have exited traditional public schools and have opted to enroll in charter
and cyber charter schools. See “SCHOOL DISTRICT OPERATIONS — Charter Schools” herein. The School District continues to
take steps to alleviate the overcrowding in certain areas of the City by the use of leased facilities, construction of primary grade
annexes, and the reconfiguration of various school facilities throughout the City.
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The following table sets forth the actual fall enroliment by grade in the School District for the academic school years 2010-
11 to 2014-15:

THE SCHOOL DISTRICT OF PHILADELPHIA
Fall Enrollment
2010-11 through 2014-15

Grade Estimate
2010-2011 2011-2012 2012-2013 2013-2014 2014-2015

K 12,213 12,144 13,119 11,852 11,979

1 13,007 12,950 12,774 12,869 12,761

2 12,480 12,484 12,099 11,764 12,166

3 11,834 12,049 11,778 11,330 11,389

4 11,691 11,678 11,459 11,079 10,935

5 11,237 11,123 10,402 10,264 10,160

6 11,195 10,603 9,938 9,169 8,988

7 10,615 10,338 9,291 8,881 8,617

8 10,531 10,325 9,338 8,672 8,426

9 12,323 11,438 10,313 10,172 9,951

10 11,665 11,218 9,512 9,088 9,101

11 10,366 9,892 8,708 8,394 7,918

12 9,743 9,104 8,018 7,828 7,182

Ungraded 676 744 763 - --
Subtotal 149,576 146,090 137,512 131,362 129,573
Alternative Education 4,906 3,608 3,631 3,558 3,660
PA Virtual Academy -- -- -- 272 336
Total Public Schools 154,482 149,698 141,143 135,192 133,569
Charters 40,483 45,999 54,491 59,613 64,301

Cyber Charters 3,627 4,864 5,950 6,350 6,619
Non-Philadelphia Charter 191 210 172 146 263
Total Charters 44,301 51,073 60,613 66,109 71,183
Total 198,783 200,771 201,756 201,301 204,752

Sources: Office of Strategic Analytics, Assessment and Intervention; Office of Talent; and Office of Management and
Budget.

Curriculum, Instruction and Assessment

In Fiscal Year 2003, the district implemented a three-part Core Curriculum Document, aligned to Pennsylvania state
standards, coupled with new instructional materials for Literacy and Mathematics in Pre-kindergarten to grade 9. The three integral
components of the Core Curriculum Document included A Year at a Glance, Planning and Scheduling Timeline and the Core
Curriculum. In Fiscal Year 2004, continuation of this reform was implemented in Science (grades 7-8), Social Studies (grade 8), and
all core high school courses. Fiscal Year 2005 began the implementation of Social Studies (pre-kindergarten to grade 7), Science (pre-
kindergarten to grade 6) and English for Speakers of Other Languages (ESOL) for grades pre-kindergarten to grade 5.. The African
American History Course was implemented in high schools in Fiscal Year 2006. Since 2006, yearly revisions were made to the
district-wide Planning and Scheduling Timelines to reflect changes in instructional practices, instructional days and standardized
assessment demands. In addition, subsequent years included the designation of new materials to select schools. In 2010, ESOL
curriculum was revised to align to PA English Language Proficiency Standards for grades K-12.

During the 2012-2013 academic year, the School District began a transition to implementing the Pennsylvania (PA)
Common Core Standards. Implementation of a new aligned scope and sequence began in English Language Arts and Mathematics for
Kindergarten to grade 8, along with English I-1V, Algebra I, Geometry and Algebra Il. The School District has continued this effort in
Fiscal Year 2014 with revisions to the existing Scope and Sequence and development of an online curriculum engine to include online
teacher resources for English Language Arts and Mathematics, benchmark assessments and district-wide instructional practices, thus
creating structures and systems to support quality instruction. Educator Effectiveness standards have been designed to provide all
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stakeholders with quality professional development sessions in support of this transition. Enhancements to the curriculum engine will
continue with the addition of History/Social Studies, Science and Technical Subjects in the upcoming years.

Rtll and PA-MTSS

Response to Instruction and Intervention (“Rtll”) is a student support process which is used to improve student achievement
using research- based interventions/programs matched to the instructional need and level of the student. The Rtll process identifies,
addresses, monitors and revisits the needs of students from an academic, attendance and behavior health perspective. In 2012-2013,
the School District implemented Rtll in all schools K-12 as part of a five year plan to maximize student achievement and to reduce
attendance and behavioral health issues.

Beginning with the 2014 school year, the Pennsylvania Department of Education is supporting the transition from Rtll to
PA’s Multi-Tiered System of Supports (PA-MTSS), a comprehensive system of supports that includes standards-aligned, culturally
responsive and high quality core instruction, universal screening, data-based decision-making, tiered services and supports, parental
engagement, central/building level leadership, and professional development. PA-MTSS is intended to help all students meet with
continual academic and behavioral success.

Focus on Early Literacy

The School District is pursuing a comprehensive early literacy strategy at the classroom, school and community levels to
address low reading proficiency rates among its youngest students. That work is organized into four major focus areas:

1. Strengthening instruction across the Pre-K to Grade 3 continuum by promoting rigorous curricular standards that are aligned
across grade levels, while providing tools and training for teachers that enables them to differentiate and tailor instruction to
meet to students’ individual learning needs.

2. Increasing the number of three and four-year-olds across Philadelphia who have access to a high quality preschool environment
that is rich in literacy instruction and language development.

3. Providing teachers and students with an educational environment that is conducive to learning by meeting students’ socio-
emotional needs and ensuring schools are safe, clean and engaging.

4. Engaging parents and the larger community to support student literacy outside the classroom, by providing parents with the
information to know if their children are falling behind, and encouraging and facilitating school-community partnerships like
the READ by 4™ Campaign that support children’s literacy development outside the traditional school walls.

Standardized Testing

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

2014 PSSA Results

In 2014, students in grades 3-8 were administered the PSSA in reading, math, science and writing which is given annually
throughout the Commonwealth. A summary of the 2013-2014 school year PSSA results is provided below.

From 2013 to 2014, proficiency rates for School District students increased in Science but decreased in Mathematics, Reading, and
Writing.

o0 Mathematics proficiency rates decreased by 1.7 percentage points from 46.9% to 45.2%.

0 Reading proficiency rates decreased by 0.3 percentage points from 42.3% to 42.0%.

0 Science proficiency rates increased by 0.7 percentage points from 36.6% to 37.2%.

o  Writing proficiency rates decreased by 0.4 percentage points from 41.5% to 41.2%.

2014 Keystone Examination Results

Keystone Examinations were administered for the first time in the 2012-2013 school year after a pilot administration the
previous spring and 2013-2014 represents the second year of testing. Keystone Examinations are end-of-course assessments designed
to assess proficiency in the area of Algebra I, Literature, and Biology. They serve two purposes: 1) high school accountability and
assessments for federal and state purposes, and 2) high school graduation requirements for students beginning with the class of 2017.

From 2013 to 2014, proficiency rates increased in Biology but decreased in Algebra | and Literature®.
o0 Algebra I proficiency rates decreased by 1.2 percentage points from 39.8% to 38.6%.

1 Differentials are calculated using unrounded proficiency rates. For this reason, differentials may not be equivalent to the difference between the rounded
percentages presented here.
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o Biology proficiency rates increased by 5.3 percentage points from 20.3% to 25.6 %.
o Literature proficiency rates decreased by 1.9 percentage points from 53.4% to 51.5%.

Special Programs

The School District offers student choices for their high school careers with a variety of special programs through its
nationally-renowned magnet high schools and comprehensive high schools. Options for students include programs in advanced
academics, business, communications, science, mathematics, urban education, aerospace science, Junior ROTC programming,
specialty career academies and career and technical education programs. Additionally, the School District provides opportunities for
students in its highly acclaimed special admission schools which offer specialized programs in engineering and science, creative and
performing arts, international affairs, agriculture and the International Baccalaureate Diploma program. The School District offers
International Baccalaureate (“IB”) Diploma programs in selected high schools and a district-wide enrichment model called the
Emerging Scholars Program for students in grades K-8. Thirty-six (36) high schools now offer advanced placement courses and IB
programs are in five high schools as well as two middle grades schools.

Beginning in 2012, the School District has begun implementing the five-year strategic plan for Career and Technical
Education (“CTE”) schools, and CTE Programs of Study. A major goal of this plan is to increase CTE enrollment from 5,200 to
over 12,000 students. Currently, the School District operates five (5) CTE schools and 125 CTE Programs of Study. CTE programs
are also offered in an additional 28 comprehensive and special admission high schools. CTE Programs of Study (POS) incorporate
secondary and post-secondary education elements that include rigorous content aligned with challenging academic instruction and
relevant career and technical competency attainment to adequately prepare students to succeed in college or university studies,
technical training centers, apprenticeships or entry into careers with industry certifications. CTE POS course offerings include
agriculture, culinary arts, business, construction, advanced manufacturing, communication, information technology, automotive
technology and health technology. Additionally the School District in September 2013 began operating two "All Career Academy
High Schools," a highly successful school reform model for urban education. It is planned to add additional All Career Academy
High Schools over the next four years.

In addition to the required core academic curriculum courses, schools also offer a range of elective special interest courses,
which include courses in world languages, the arts and humanities, leadership programs such as Junior ROTC and a wide range of
health and physical education courses. Courses to support those students with learning disabilities are provided for all whom require
supports at all grade levels and the district provides a wealth of supports and classes for the district's English Language Learners. All
of these courses and programmatic offerings are designed to meet all standards as mandated by the Pennsylvania Department of
Education and the Commonwealth's Code for Public Education and in fact exceed the state's minimum graduation requirements for
high school students.

Academic Enrichment and Support

The Office of Academic Enrichment and Support provides multiple learning opportunities that ensure a high quality
education for every student in the District by: (1) providing a curriculum that is rigorous, standards driven, guided by the individual
learning needs, rich cultural heritages, and the diverse perspectives of each student; and (2) providing professional development to
teachers and school leaders in the Music, Art, Theater, Dance, Health and Physical Education, Nutrition, World Languages, Library
Sciences, and Gifted Education and offering support and guidance to Athletic Directors and Coaches of city sports teams.

- Art Education

The School District of Philadelphia offers a rigorous art education program. This program facilitates learning in and through
the arts for children in Pre-K through 12 grades. There are 167 Art teachers in service at the School District, some of which service
more than one school.

- Music Education

The School District of Philadelphia continues its long-standing excellence in music education. This program facilitates
learning in and through the music for children in Pre-K through 12 grades. In FY2015, 142 music teachers facilitated music education
in District Schools. Many of these split their time between two schools. In addition, 66 Class Instrumental Music Teachers visit 190
schools each week offering small group instruction.

- Athletics
The School District of Philadelphia’s athletics program strives to maximize success through active participation in sports
and to improve access to quality programs for all students. In FY 2015, the School District has 466 varsity coaches, 85 junior varsity

coaches and 275 middle grade team sponsors. High School students must maintain PIAA rules related to attendance and grades. In all
of the School District programs, there is equity of opportunity for girls and boys.
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- Health, Safety and Physical Education

The School District focused much of its Health and Physical Education program this year in coordination with the Get
Healthy Philly initiative to prevent and delay chronic diseases, reduce risk factors, and promote wellness in children and adults. In FY
2015 there are 319 physical education teachers in the School District’s schools.
- Library Sciences

The School District continues to support its school libraries. While many schools have libraries, few have full time staff. In
FY 2015, 13 schools had certified librarians and 4 schools had library instruction media assistants, and 19 schools have other staff or
volunteers maintaining collections and book circulation.

- Nutrition Education

All School District schools are offered nutrition education. The Eat Right Now program is a partnership between five
organizations that receive state funding to instill healthy eating habits and knowledge of food groups, and the diversity of fresh
vegetables.

- Gifted Education

The Gifted Education program is fully site based within schools under the leadership of each School Principal. The School
District has over 5,000 gifted students identified within 200 schools.

- World Languages

The School District facilitates education in six world languages. This year the School District employed 132 certified
teachers who offered guidance and support in Arabic, Latin, Chinese, French, Italian, and Spanish.

Alternative Education

The School District offers 17 Transition (disciplinary) and Accelerated (overage/undercredited) school programs, oversees
two placement and support centers, four evening programs for adults, one dual-enrollment program (Gateway to College), and two
schools within Juvenile Justice facilities, which are operated either by the School District or by an outside provider.

Charter Schools

The General Assembly enacted legislation, Act No. 1997-22 (“Charter School Law”), on June 19, 1997, to amend the
School Code to provide for the establishment of charter schools. Charter schools are independently operated schools that are
publically funded. Monthly payments for each student enrolled in an approved charter school are made by the school district of the
student’s residence based on a formula determined by the Commonwealth. The Charter School Law permits a charter school to
apply directly to the Secretary of Education for payment of such monthly payment from state payments otherwise due to the
applicable school district after submitting required documentation if such school district fails to make a monthly payment to the
charter school.

The School District is the largest charter school authorizer in the Commonwealth with nearly 35% of Philadelphia’s students
attending a variety of charter schools—»brick and mortar charter schools, schools formerly District operated, converted to charter
schools called Renaissance Charter Schools, cyber charters, and charter schools located outside of Philadelphia County. The School
Reform Commission has the authority to create new charters within Philadelphia’s boundaries or expand contractually established
enrollment slots to existing charter schools,